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2 |  Disclaimer

This report (the “report”) on the illicit tobacco trade in 11 selected Asian markets (including Australia), 
has been prepared by the International Tax and Investment Center (ITIC) and its partner, Oxford 
Economics (OE). ITIC and OE enjoyed academic freedom and full editorial control of the report. We 
are grateful for the inputs and data received from public sector and industry stakeholders. 

ITIC and OE prepared the report in accordance with specific terms of reference agreed between Philip Morris 
Asia Ltd., an affiliate of Philip Morris International Inc. (PMI), and ITIC. Financial support for the report was 
provided by PMI. ITIC and OE assume all responsibility for the report analysis, findings, and conclusion.  

The purpose of the report is to serve as a public policy resource pursuant to ITIC’s mission. 
Nevertheless, should any party choose to rely on the report, they do so at their own risk. 
ITIC and OE will not accept any responsibility or liability in respect of the report. 

Disclaimer
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6 |  Executive Summary

In 2012, 9% of cigarettes consumed in Asia-11 were illicit
Total Consumption (legal and illicit) across the Asia-111 markets covered in this report totalled 
an estimated 736.4 billion cigarettes in 2012, of which 9.0% or 66.5 billion cigarettes are 
estimated to have been illicit. This includes consumption of illicit imports and illicit products 
locally manufactured, such as under/non-declared products from local manufacturers.

Illicit share was over 25% in five markets
Brunei, Hong Kong, Malaysia, Singapore, and Pakistan all had estimated shares 
of illicit cigarettes in Total Consumption of over 25% in 2012.

Illicit volumes were highest in Pakistan, Vietnam, and Malaysia
In 2012, in both Vietnam and Pakistan, Illicit Consumption was over 20 billion cigarettes. 
In Malaysia the volume of illicit cigarettes was estimated at almost 8 billion. 

Domestic illicit cigarette volumes were highest in Pakistan and the Philippines
In Pakistan and the Philippines, illicit cigarettes produced by local manufacturers and sold in 
the market without payment of taxes totalled an estimated 25 billion cigarettes in 2012.

Asia-11 government tax revenue losses from Illicit Consumption totalled   
US$ 3.4 billion in 2012
The biggest tax losses in absolute terms occurred in Australia, Malaysia, Hong Kong, and Vietnam.

Executive Summary

90.4%

665.7bn
Legal Domestic  
Consumption

0.6% 

4.2bn
Non-Domestic Legal

9.0%

66.5bn 
Illicit Consumption

Asia-11: Composition of cigarette consumption

Source: Oxford Economics 
1Australia, Brunei, Hong Kong, Indonesia, Malaysia, Pakistan, Philippines, Singapore, Taiwan, Thailand, and Vietnam.
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Dark blue indicates markets that had 
estimated shares of illicit cigarettes in 
Total Consumption >25% in 2012.

Map of Asia-11 markets
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Glossary of Terms
ASEAN Association of South East Asian Nations.

Asia-11 Group of markets covered in this report, consisting 
of Australia, Brunei, Hong Kong, Indonesia, Malaysia, Pakistan, 
Philippines, Singapore, Taiwan, Thailand, and Vietnam.

BAT British American Tobacco.

bn Billion.

Bootlegging Small-scale contraband.

Chop chop Illicit unbranded loose tobacco in Australia.

CIF Cost, insurance, and freight.

Contraband Genuine product that is illegally imported 
into or resold (for financial profit) in a market other 
than the market of intended destination, typically 
without paying the applicable taxes and duties. There 
are generally two types of contraband: bootlegging 
and wholesale smuggling through organised crime.

Counterfeit (CF) Brands that are illegally manufactured and 
sold without permission of the trademark rights holder. 

CPI Consumer Price Index.

Domestic Illicit Cigarettes that are produced to be illegally 
sold and consumed in the same country/market.

Duty-Free (DF) Purchases made outside the domestic 
market that have no state, local, or provincial taxes, 
import duties, or any other type of taxation added. 
Subject to purchase volume restrictions.

Earmarked taxes Taxes whose revenues are 
reserved for a specific group or use.

EPS Empty Pack Surveys.  Independent research agencies 
collect empty cigarette packs discarded by smokers in 
public places and record brands and origins of packs.

Excise tax An indirect tax on the consumption of certain 
goods. Excise taxes on cigarettes can be either specific, 
i.e., expressed as a monetary amount per quantity/
weight of the product; ad-valorem, i.e., expressed as a 
proportion of the value of a product; or a combination 
of both. For the purpose of this report, earmarked taxes 
levied on cigarettes are also considered as excise tax.

GST General Sales Tax (Goods and Services Tax in Australia). 
A tax levied on goods and services transactions.

Illicit Consumption Consumption of Non-Domestic Illicit 
(Counterfeit, Contraband and Illicit Whites, including 
Unspecified variant cigarettes) and Domestic Illicit cigarettes 
or loose tobacco. Typically, taxes applicable in the market 
where illicit cigarettes/tobacco are consumed are not paid.

Illicit Whites Cigarettes that are usually produced 
legally in one country/market, primarily for smuggling. 
While they may also be exported legally from some 
countries, they are smuggled across borders during 
their transit to point of sale where they have no legal 
distribution and are sold without payment of tax.

IMS In-Market Sales. Primary source of 
Legal Domestic Sales volume.

Inflows/outflows Inflows of Non-Domestic product 
into a market/outflows of product from a market.

IT Illicit Trade.

IT Flows Model Model developed for this report 
to estimate Illicit Consumption in markets and 
trade flows between Asia-11 markets.

ITIC International Tax and Investment Center.

JTI Japan Tobacco International.

LDC Legal Domestic Consumption. Defined as 
Legal Domestic Sales net of outflows.

LDS Legal Domestic Sales. Genuine domestic  
tax-paid product sold through legitimate, domestic 
channels based on In-Market Sales (IMS) data.

Most sold brand Cigarette brand variant with the 
largest annual legal sales volume in a given market.

mn Million.

Non-Domestic Illicit Counterfeit and 
imports of other illicit cigarettes.

ND Non-Domestic. Product that was not originally 
intended for the market in which it is consumed.

NDL Non-Domestic Legal. Product that is 
brought into the market legally by consumers, 
such as during a cross-border trip.

OE Oxford Economics.

OE Tourism Model A comprehensive data 
set of tourism metrics covering 190 countries 
and 20 years of detailed historical data.

OTP Other Tobacco Products. Tobacco Products other than 
manufactured cigarettes, including ‘roll-your-own’/‘make-
your-own’, i.e., loose tobacco for the purpose of hand 
rolling or tubing (including ‘chop chop’ in Australia), 
cigars and cigarillos; and smokeless tobacco products.

PMI Philip Morris International.

RYO Roll-Your-Own.

Smoking incidence/prevalence The percentage 
of smokers in the total adult population.

Tax loss Government revenues that are lost due to tobacco 
tax (excise tax, including earmarked taxes and VAT/GST/
sales tax) that is not paid on illicit cigarettes. Import 
duties were not considered in the tax loss estimates.

Total Consumption Total consumption of legal 
and illicit cigarettes in a market or Asia-11.

Unspecified Unspecified market variant refers 
to cigarette packs which do not bear specific 
market labelling or Duty-Free labelling.

VAT Value Added Tax.
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This report provides an overview of the nature of the illicit trade of cigarettes1 across  
11 selected Asian markets (including Australia). It establishes credible estimates of 
consumption of illicit cigarettes and the impact this has on tobacco tax revenue.  
To this end, the purpose of this report was to:
   Validate illicit incidence levels, reviewing and refining estimates currently 

available through Empty Pack Surveys and other sources.

   Estimate Illicit Consumption in terms of volume, including where possible a breakdown by 
country/market of origin and a breakdown between legal and Illicit Consumption.

   Estimate annual government revenue losses from excise, VAT/GST/sales tax, and earmarked taxes  
on cigarettes.

The selected 11 markets2 cover the 7 ASEAN countries where comprehensive and reliable data and  
information are available and 3 other Asian countries and Australia where illicit trade is considered  
a recurring or an emerging issue.

Scope

1Except Australia, where loose tobacco is also included. 
2For the purpose of this report, ‘Hong Kong’ refers to the Hong Kong Special Administrative Region (SAR). 
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We developed an Illicit Trade Flows Model to estimate the size of Illicit Consumption and trade 
flows in the Asia-11 markets. Specifically:
   We used In-Market Sales and other data to measure Legal Domestic Sales.

   We adjusted for outflows of Legal Domestic Sales, based on Empty Pack Surveys1 or other survey/expert 
information, to give a measure of Legal Domestic Consumption.

   Empty Pack Surveys and other survey/expert information were used to estimate the incidence and size of 
Non-Domestic inflows, to give a measure of Total Consumption.

   The Empty Pack Surveys and other surveys provided a breakdown of the inflows by country/market of origin 
so that these could be matched against the outflows data. The IT Flows Model was then ‘iterated’ to ensure 
consistency between inflows and outflows by country, leading to refinement of the estimates of incidence 
and volume of inflows.

   Information from surveys and estimation of Non-Domestic Legal flows based on passenger data and 
smoking prevalence were then used to identify illicit inflows (i.e. Counterfeit and Contraband).

   Expert opinion and retail audits were used to identify domestically produced illicit cigarettes.

   Price and tax levels and structures for 2012 were used to estimate tobacco tax losses associated with 
Illicit Consumption in each market. For some markets, fiscal year data were adapted to be presented on a 
calendar year basis.

Methodology

1Conducted by PMI or jointly by several tobacco manufacturers.
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Regional Overview: Total Consumption

Asia-11: Composition of 
cigarette consumption

Source: Oxford Economics  
1This report only considers outflows to other Asia-11 markets and therefore may underestimate total outflows from each market.

In 2012, 736.4 billion cigarettes were consumed in total across the 
Asia-11. Total cigarette consumption can be divided into:
   Legal Domestic Consumption – defined as Legal Domestic Sales net of 

outflows1: 665.7 billion cigarettes (90.4% of Total Consumption).

   Non-Domestic Legal – representing cigarettes that are brought into the market legally by 
consumers, such as during a cross-border trip: 4.2 billion cigarettes (0.6% of Total Consumption). 

   Illicit Consumption – consisting of consumption of Non-Domestic Illicit (Counterfeit, Contraband, 
and Illicit Whites, including Unspecified variant cigarettes) and Domestic Illicit cigarettes.

90.4%

665.7bn
Legal Domestic  
Consumption

5.6%

41.5bn
 Non-Domestic Illicit

3.4%

24.9bn 
Domestic Illicit

0.6%

4.2bn 
Non-Domestic 
Legal

9.0%

66.5bn 
Total Illicit  

Consumption
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Asia-11: Composition of cigarette consumption

Source: Oxford Economics  
2 This report focuses on 2012 and therefore does not reflect the market situation for the Philippines since the January 2013 tax increase.

Asia-11: Consumption breakdown

2

Cigarettes bn %

Legal Domestic Sales (LDS) 666.9 90.6

Legal Domestic Consumption (LDC) 665.7 90.4

Non-Domestic Legal (NDL) 4.2 0.6

Non-Domestic Illicit 41.5 5.6

Domestic Illicit 24.9 3.4

Total Illicit Consumption 66.5 9.0

Total Consumption 736.4 100
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Regional Overview: Total Illicit Consumption
  Illicit cigarettes are Domestic Illicit or Non-Domestic Illicit, with the latter consisting of Counterfeit, Contraband, 
and Illicit Whites, including Unspecified variant cigarettes. Typically, taxes, which are applicable in the market 
where illicit cigarettes are consumed, are not paid. This excludes those cigarettes brought into a market legally 
(i.e. Non-Domestic Legal).

  Total Illicit Consumption across the Asia-11 is estimated at 66.5 billion cigarettes in 2012, which is equivalent 
to 9% of Total Consumption of cigarettes. 

  However, a number of markets had very high estimated illicit shares in consumption in 2012. In Brunei,  
Hong Kong, Malaysia, Singapore, and Pakistan, over 25% of cigarettes consumed are estimated to be illicit.  
The estimated illicit share in Vietnam is 19%.

  In volume terms, illicit trade was highest in Pakistan and Vietnam. In each of these markets, over 20 billion 
illicit cigarettes are estimated to have been consumed in 2012. In Malaysia, the volume of illicit cigarettes is 
estimated at almost 8 billion in 2012. 

  In Australia, most of the estimated Illicit Consumption of 2.7 billion cigarettes in 2012 reflects consumption of 
illicit loose tobacco, or so-called chop chop.

Asia-11: Illicit Consumption (number of cigarettes)

Source: Oxford Economics  
1This report focuses on 2012 and therefore does not reflect the market situation for the Philippines since the January 2013 tax increase.

1

1

Asia-11: Illicit Consumption (% of total consumption)
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Estimated tobacco tax losses for calendar year 2012 are US$ 3.4 billion for the Asia-11. The largest losses in 
calendar year 2012 in absolute terms were in Australia (including losses from chop chop), Malaysia, Hong Kong, 
and Vietnam.

Regional Overview: Government Finances

Source: Oxford Economics  
1 This report focuses on 2012 and therefore does not reflect the market situation for the Philippines since the January 2013 tax increase.

1
Asia-11: Estimated tax losses (calendar year 2012)



18 |  Regional Overview: Composition of Illicit Consumption

Regional Overview:  
Composition of Illicit Consumption

Illicit cigarettes can be broken down into:
   Domestic Illicit: Total Domestic Illicit volume is estimated at 24.9 billion cigarettes 

in 2012, most prominent in the Philippines (95% of total Illicit Consumption of 
cigarettes) and Pakistan (86% of total Illicit Consumption of cigarettes).

   Non-Domestic Illicit:

  -  Unspecified (unknown origin) – Total Unspecified volume across Asia-11 is estimated at 
34.8 billion cigarettes in 2012. The markets most affected were Malaysia (Unspecified 
accounts for 100% of total Illicit Consumption), Vietnam (96%), and Brunei (78%).

  -  Contraband – Total Contraband volumes were estimated at 5.6 billion cigarettes in 2012 
in the Asia-11 markets. The markets most affected were Singapore (Contraband accounts 
for almost 100% of total Illicit Consumption), Hong Kong (83%), and Taiwan (37%).

  -  Counterfeit1 – Total Counterfeit volumes were estimated to be 1.0 billion cigarettes in 
2012 in the Asia-11 markets. The markets most affected were Indonesia (Counterfeit 
accounts for 90% of total Illicit Consumption), Thailand (21%), and Hong Kong (11%).

Asia-11: Composition of cigarette consumption

Non-Domestic  
Illicit

665.7bn
Legal Domestic Consumption

1.0bn
Counterfeit1

5.6bn 
Contraband

24.9bn 
Domestic Illicit

4.2bn 
Non-Domestic Legal

34.8bn 
Unspecified

66.5bn 
Illicit Consumption

Source: Oxford Economics 
1 Note that Counterfeit estimates result solely from Empty Pack Surveys (and a consumer survey in Taiwan). Packs of PMI brands were analysed for authenticity in 
all the markets, whereas packs of other participating companies were also analysed in Australia, Hong Kong, Malaysia, Singapore and Taiwan.
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Asia-11: Composition of Illicit Consumption  
(number of cigarettes)

Source: Oxford Economics
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The IT Flows Model indicates that among Contraband cigarettes1, the largest source  
markets are China, at an estimated 0.8 billion cigarettes in 2012, followed by Indonesia  
at 0.7 billion cigarettes.

Among Unspecified cigarettes, the brands having the highest incidence (as measured by volume), are :

   Australia: Manchester

   Brunei: Era, Extreme, Harvy

   Hong Kong: Double Happiness, Esse, Golden Deer

   Malaysia: Gudang Garam, John, Canyon

   Pakistan: Pine

   Taiwan: Derby, Penang

   Thailand: Texas 5, Esse, Gudang Garam

   Vietnam: Jet, Hero, Esse

|  Regional Overview: Composition of Illicit Consumption

Regional Overview:  
Composition of Illicit Consumption

1 Note that this report only considers outflows to other Asia-11 markets and therefore may underestimate total outflows from each market. Besides, this 
report includes only packs that are identified as coming from a specific market through pack markings. However, a significant proportion of illicit trade flows 
does not consist of flows of duty-paid cigarettes. Instead, it may consist of legally manufactured and exported products further diverted or smuggled across 
borders; these packs are classified as Unspecified. Therefore, the report may underestimate the volume of illicit cigarettes attributed to some of the markets.



21Regional Overview: Non-Domestic Legal Flows  |

Regional Overview: Non-Domestic Legal flows

Asia-11: Non-Domestic Legal (% of Total Consumption)

Asia-11: Non-Domestic Legal (number of cigarettes)

  Some Non-Domestic cigarettes consumed in a market may be legal, resulting from personal imports 
within allowed limits – for example, purchases of Duty-Free products by travellers or duty-paid products 
brought by tourists from their country/market of origin2.

  Countries with significant Non-Domestic Legal shares include Hong Kong, Malaysia, Taiwan, and 
Thailand, reflecting substantial cross-border passenger traffic. These are principally Duty-Free products.

Source: Oxford Economics 
2Estimated using passenger data, smoking prevalence in tourists’ country/market of origin, and the passenger duty-free import allowance limit.
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  Australia Legal Domestic Sales of cigarettes and loose tobacco1 are estimated at 20.9 billion 
cigarettes in 2012, and have been on a steady downward trend in recent years.

  The legal market is composed of 3 international manufacturers (BAT, Imperial Tobacco and PMI).. 

  Prices for cigarettes in Australia are among the highest in the world. The most sold 
price of US$ 13.9 per pack of 20 in 2012 (price based on an actual price for pack 
of 25) compared with US$ 1.4 in Indonesia or US$ 3.3 in Malaysia.

Australia: Legal Domestic Sales

Prices of cigarettes2 

1 A conversion rate of 0.8 gram per stick was applied to turn loose tobacco weight into 
cigarette equivalent.

2Price per pack of 20 of most sold brand in January 2012.

AUSTRALIA

MALAYSIA

INDONESIA

BRUNEI

13.9
US$

3.3
US$

6.1
US$

1.4
US$
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Australia: Excise duty3 applied to cigarettes

Australia: Legal Domestic Sales and prices4

Source: Australian Taxation Office
3Rate applied in January of each year.

Source: Euromonitor, Oxford Economics 
4Price of most sold brand in January of each year. 

29%
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  Total Consumption (legal and illicit) of cigarettes and loose tobacco is estimated at 23.7 billion cigarettes  
for Australia in 2012. An estimated 88.3% is Legal Domestic Consumption, while 11.3%, or 2.7 billion 
cigarettes, is illicit1. 

  Estimates of chop chop consumption can be corroborated to some extent by sales of roll-your-own papers, 
which appear to significantly exceed the level consistent with legal roll-your-own loose tobacco sales.

  Seizures of cigarettes in 2011/12 rose sharply from 82 million to 122 million 
cigarettes according to the Australian Customs & Border Protection Service.

Australia: Tobacco Consumption

Source: Oxford Economics
1This illicit total includes cigarette equivalents of chop chop. A conversion rate of 0.8 gram per stick was applied to turn weight into cigarette equivalent.
2Including loose tobacco.

88.3%
Legal Domestic 
Consumption

0.4%
Non-Domestic Legal

11.3%
Illicit Consumption

Australia: Composition of tobacco consumption

Cigarettes bn %

Legal Domestic Sales (LDS)2 20.9 88.3

Outflows of domestic duty-paid cigarettes 0 0

Legal Domestic Consumption (LDC)2 20.9 88.3

Total Non-Domestic (ND) inflows 2.8 11.7

Non-Domestic Legal (NDL) 0.1 0.4

Non-Domestic Illicit 0.7 3.1

Domestic Illicit 0 0

Chop chop 1.9 8.2

Total Illicit Consumption2 2.7 11.3

Total Consumption 23.7 100
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Indicator AU$ mn 2012 US$ mn 2012

Actual revenue from excise on tobacco products1 6,449 6,651

Estimated number of illicit cigarettes purchased (cigarettes mn) 743

Estimated volume of illicit loose tobacco (chop chop) purchased 
(mn cigarettes equivalent) 1,931

Estimated tax loss from illicit consumption2 1,097 1,136

Lost excise value 929 962

Lost GST value 168 174

Excise tax loss as % of potential total excise tax revenues2 12.6%

Market Summaries - Australia  |

  In April 2010, the Federal Government implemented a 25% excise increase, in addition to the usual  
twice-yearly CPI-linked increases, leading to a total increase of 29%.

  Australia also levies a GST of 10% on the retail price for tobacco products.

  For calendar year 2012, the estimated tax loss is AU$ 1.1 billion (US$ 1.1 billion). This includes an 
estimate for chop chop. 

  As at August 2012, the excise-equivalent customs duty was AU$ 0.34889 per stick on imported tobacco. 
The excise rate is the same for locally manufactured products.

Australia: Government Finances

Source for government revenue data: Australian Taxation Office 
1Data for fiscal year 2011/12, which runs from July 2011 to June 2012.
2Includes loose tobacco.
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Origin of total Non-Domestic inflows to Australia 
(cigarettes)

Chop chop
1,930 mn

Other,  
including CF

630 mn

Korea
110 mn

China
100 mn

|  Market Summaries - Australia

  Outflows of domestic duty-paid cigarettes to other markets are estimated to be negligible. There is little 
incentive to move or take cigarettes abroad given the high prices in Australia.

  The Empty Pack Survey for Australia reveals a small quantity of Counterfeit cigarettes, estimated at 80 million 
for 2012. 

  In addition, the Empty Pack Survey reveals the presence of Non-Domestic cigarettes from Korea, China, and 
other countries totalling an estimated 760 million cigarettes, most of which are estimated to be illicit based 
on maximum legal inflows1.

  Illicit Consumption volumes encompass both cigarettes and loose tobacco (chop chop). Chop chop 
consumption volumes are estimated at 1.9 billion cigarette equivalents for 2012.

Australia: Trade Flows

1Using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.
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Australia: Consumption breakdown 2012

Source: IT Flows Model
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  Brunei Legal Domestic Sales are estimated at 36 million cigarettes for 2012, and have collapsed after a series 
of radical regulatory and fiscal measures caused international tobacco manufacturers to exit the market.

  PMI and BAT accounted for the bulk of Legal Domestic Sales in 2012.

  Prices for cigarettes are relatively high in Brunei compared with neighbouring countries. The price of the most 
sold brand at US$ 6.1 per pack is significantly higher than in neighbouring countries such as Malaysia (US$ 3.3) 
and Indonesia (US$ 1.4).

Brunei: Legal Domestic Sales

Prices of cigarettes1 

1 Price per pack of 20 of most sold 
brand in January 2012.

BRUNEI
MALAYSIA

INDONESIA

SINGAPORE

6.1
US$

3.3
US$

9.7
US$

1.4
US$
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Brunei: Excise duty2 applied to cigarettes

Brunei: Legal Domestic Sales and prices3

Source: SEATCA ASEAN Tobacco Tax Report Card, May 2013 
2 Rate applied in January of each year. 339% excise increase based on an Oxford Economics conversion rate of 0.949 g per cigarette, including filter, applied on 
the per kg excise tax rate of B$ 56.9 (2008-2010).

Source: Oxford Economics 
3Price of most sold brand in January of each year.

339%
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  Total Consumption (legal and illicit) is estimated at 351.2 million cigarettes for Brunei in 2012. Of this, an 
estimated 10.3% is Legal Domestic Consumption and 89.8% or 315.2 million cigarettes is Illicit Consumption, 
according to estimates derived from the IT Flows Model.

  Brunei has a zero duty-free allowance, implying Non-Domestic Legal inflows are zero.

  Consequently, the estimated illicit share is based on the average of the Empty Pack Surveys from 2011  
and 2013. 

  Other estimates broadly corroborate this estimate of the illicit share. A bottom-up estimate of Total 
Consumption using smoking prevalence1, average cigarette consumption, and population suggests an illicit 
share around 87%2, broadly in line with the IT Flows Model.

Brunei: Cigarette Consumption

Source: Oxford Economics
1Smoking prevalence data are from the WHO Framework Convention on Tobacco Control Report for Brunei 2010.
2The Empty Pack Survey-based estimate is preferred to the bottom-up estimate due to its more robust and timely nature.

89.8%
Illicit Consumption 

0%
Non-Domestic Legal

10.3%
Legal Domestic 

Consumption

Brunei: Composition of cigarette consumption

 Cigarettes mn %

Legal Domestic Sales (LDS) 36.0 10.3
Ouflows of domestic duty-paid cigarettes 0 0
Legal Domestic Consumption (LDC) 36.0 10.3

Total Non-Domestic (ND) inflows 315.2 89.8

Non-Domestic Legal (NDL) 0 0

Non-Domestic Illicit 315.2 89.8

Domestic Illicit 0 0

Total Illicit Consumption 315.2 89.8

Total Consumption 351.2 100
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  Excise tax was substantially increased in November 2010, from B$ 60 per kg to B$ 250/1,000 (by 339%), 
and more stringent requirements were introduced for retail licences. The resulting large fall in the number 
of retailers has made it increasingly difficult for consumers to access legal duty-paid cigarettes. 

  A single-rate, unit-specific excise tax is imposed. No GST or VAT is applied to cigarettes in Brunei. 

  We estimate the tax loss associated with Illicit Consumption was B$ 79 million (US$ 63 million) for 2012.

  Actual revenues from excise duties were B$ 12 million in 2011, but these are expected to become 
negligible following the withdrawal from the market of international tobacco manufacturers.

Brunei: Government Finances

Source for government revenue data: SEATCA ASEAN Tobacco Tax Report Card, May 2013 
32011 data, as this is the latest available.

Indicator B$ mn 2012 US$ mn 2012

Assumed actual revenue from excise duties on tobacco3 12 9.6

Estimated number of illicit cigarettes purchased (cigarettes mn) 315

Estimated tax loss from Illicit Consumption 79 63

Lost excise revenue 79 63

Excise tax loss as % of potential total excise tax revenues 86.8%
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Unspecified 
244 mn

Other
8 mn

Duty-Free
63 mn

|  Market Summaries - Brunei

  The collapse of the legal market after the exit of international tobacco manufacturers left the market served 
largely by illicit imports.

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

  The resulting level of Legal Domestic Consumption is then increased by inflows of Non-Domestic cigarettes, 
which are all assumed to be illicit given the zero allowance for Duty-Free personal imports in Brunei.

  The Empty Pack Survey reveals some inflows into Brunei of Duty-Free cigarettes and duty-paid cigarettes from 
Malaysia and Indonesia. Most Non-Domestic cigarettes are designated as ‘Unspecified’ but are likely to come 
from neighbouring countries. 

  The top three brands identified under Illicit Consumption are Era, Extreme, and Harvy.

Brunei: Trade Flows

Origin of total Non-Domestic inflows to Brunei 
(cigarettes)
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Brunei: Consumption breakdown 2012

Source: IT Flows Model
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  Hong Kong Legal Domestic Sales, based on duty-paid volumes, are estimated at 2.9 billion cigarettes 
for calendar year 2012. The sales volume for the fiscal year 2012/13 stood at 3.1 billion cigarettes.

  Legal sales are mainly accounted for by three international manufacturers: BAT, JTI, and PMI. 

  Cigarette prices rose sharply following steep excise tax increases in February 2009 and February 2011, and are 
relatively high in Hong Kong compared with neighbouring markets1. The most sold price of US$ 6.5 per pack of 
20 in 2012 was far higher than US$ 1.1 in Mainland China, US$ 0.8 in Vietnam and  US$ 0.4 in the Philippines.

  The duty-free allowance was cut from 60 cigarettes to 19 in August 2010. However, based on the large amount 
of Duty-Free products found in the Empty Pack Survey, this limit does not appear to be strictly enforced.

Hong Kong: Legal Domestic Sales

Prices of cigarettes2 

1 This includes China, of which Hong Kong is a Special Administrative 
Region. The border crossing between the two is one of the busiest in 
the world.

2Price per pack of 20 of most sold brand in January 2012.
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Hong Kong: Excise duty3 applied to cigarettes

Hong Kong: Legal Domestic Sales and prices4

Source: Hong Kong Customs & Excise Department 
3Rate applied in January of each year.

Source: Hong Kong Customs & Excise Department 
4Price of most sold brand in January of each year.

50%

41%
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  Total Consumption (legal and illicit) is estimated at 5.1 billion cigarettes for Hong Kong in 2012. Of this, an 
estimated 56.7% is Legal Domestic Consumption, 7.3% is Legal Non-Domestic Consumption, and 35.9% is 
Illicit Consumption, according to estimates derived from the IT Flows Model.

  The estimated Non-Domestic share is based on the Empty Pack Surveys from 2012, then adjusted for 
estimated legal personal imports (Non-Domestic Legal) to derive Non-Domestic Illicit.

  Reported seizures of illicit cigarettes by Hong Kong Customs averaged 86 million cigarettes per year between 
2010 and 2012.

Hong Kong: Cigarette Consumption

Source: Oxford Economics

56.7%
Legal Domestic 
Consumption

7.3%
Non-Domestic Legal

35.9%
Illicit Consumption

Hong Kong: Composition of cigarette consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 2.9 56.8

Ouflows of domestic duty-paid cigarettes 0.0 0.1

Legal Domestic Consumption (LDC) 2.9 56.7

Total Non-Domestic (ND) inflows 2.2 43.3

Non-Domestic Legal (NDL) 0.4 7.3

Non-Domestic Illicit 1.8 35.9

Domestic Illicit 0 0

Total Illicit Consumption 1.8 35.9

Total Consumption 5.1 100
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  Hong Kong levied a single unit-specific excise rate of HK$ 1,706 per thousand cigarettes  
(equivalent to HK$ 34 per packet of 20) in fiscal year 2012/13.

 There is no GST or VAT in place in Hong Kong.

  Our estimates indicate that the tax loss associated with the Illicit Consumption of cigarettes in fiscal year 
2012/13 amounted to HK$ 3.3 billion (US$ 429 million). The tax loss for calendar year 2012 is estimated 
at HK$ 3.1 billion (US$ 405 million).

Hong Kong: Government Finances

Source for government revenue data: Hong Kong Customs and Excise Department 
1April 2012 to March 2013.

Indicator 2012 2012/13 Fiscal Year1

Actual revenue from excise duties on tobacco (mn) HK$ 4,971 US$ 641 HK$ 5,261 US$ 678

Estimated number of illicit cigarettes purchased (cigarettes mn) 1,843 1,950

Estimated tax loss from Illicit Consumption (mn) HK$
3,144

US$
405

HK$ 
3,327

US$ 
429

Lost excise revenue (mn) HK$ 3,144 US$ 405 HK$ 3,327 US$ 429

Excise tax loss as % of potential total excise tax revenues 38.7% 38.7%
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|  Market Summaries - Hong Kong

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

  The bulk of the Non-Domestic share in Hong Kong is Duty-Free products, the incidence of which far outweighs 
estimates of maximum legal personal imports1. It also greatly outweighs other smaller illicit inflows from 
China, Macau, Vietnam, and other countries accounting for the remaining Non-Domestic.

  The top brands identified under Illicit Consumption are Marlboro, Zhong Nan Hai, and Mild Seven/Mevius.

Hong Kong: Trade Flows

Origin of total Non-Domestic inflows to  
Hong Kong (cigarettes)

1Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.
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Hong Kong: Consumption breakdown 2012

Source: IT Flows Model
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  Indonesia Legal Domestic Sales are estimated at 302.5 billion cigarettes for 2012.

  Three manufacturers (PMI/Sampoerna, PT. Gudang Garam, and PT. Djarum) account for around 80% of  
Legal Domestic Sales. 

  Prices for cigarettes are lower in Indonesia compared with neighbouring countries. The price of the most sold 
brand at US$ 1.4 per pack compares to US$ 3.3 in Malaysia, US$ 6.1 in Brunei, and US$ 9.7 in Singapore.

Indonesia: Legal Domestic Sales

Prices of cigarettes1 

1 Price per pack of 20 of most sold brand in January 2012.
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Indonesia: Excise duty2 applied to cigarettes

Indonesia: Legal Domestic Sales and prices3

Source: Indonesian Directorate General of Customs and Excise 
2Rate applied to most sold brand (machine-made kretek with volume > 2bn) in January each year.

Source: Oxford Economics 
3Prices of most sold brand in January of each year. Prices in 2008 and 2009 are the hypothetical price of a pack of 16 based on an actual price for a pack of 12.
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  Total Consumption (legal and illicit) is estimated at 302.7 billion cigarettes for Indonesia in 2012. Of this, an 
estimated 99.7% is Legal Domestic Consumption, 0.2% is Non-Domestic Legal consumption, and 0.1% (300 
million cigarettes) is Illicit Consumption.

  The estimated Non-Domestic share is based on the Empty Pack Survey from Q4 2011. The illicit estimate is 
smaller than this, reflecting estimates of legal personal/Duty-Free imports based on adult passenger arrivals, 
the duty-free allowance and smoking prevalence.

  Estimates based on the Empty Pack Survey may understate the actual incidence of Illicit Consumption in 
Indonesia. Frequent raids on illegal manufacturing facilities and seizures of illicit products, as reported in the 
local press, suggests the scale of Illicit Consumption could be higher than estimated in this report. According 
to these press reports, seized illicit cigarettes include locally-produced cigarettes that partially evade taxes, e.g. 
tax stamps from a lower tax category are placed on products that should be taxed in a higher tax category, and 
Counterfeit products (from small manufacturers).

  In this regard, the large number of registered companies (more than 1,000) that purchase tax stamps, the 
thousands of wholesalers and the approximately two million points of sale illustrate the challenge faced by the 
Indonesian authorities in controlling the production, distribution and retail sale of cigarettes.

Indonesia: Cigarette Consumption

Source: Oxford Economics

Indonesia: Composition of cigarette consumption

99.7%
Legal Domestic 
Consumption

0.2%
Non-Domestic Legal

0.1%
Illicit Consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 302.5 99.9

Ouflows of domestic duty-paid cigarettes 0.7 0.2

Legal Domestic Consumption (LDC) 301.8 99.7

Total Non-Domestic (ND) inflows 0.9 0.3

Non-Domestic Legal (NDL) 0.6 0.2

Non-Domestic Illicit 0.3 0.1

Domestic Illicit 0 0

Total Illicit Consumption 0.3 0.1

Total Consumption 302.7 100
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  Indonesia has one of the most complex excise systems for tobacco products in the world and the most 
complex system among the Asia-11 markets.

  A multi-tiered specific excise structure is applied, where the level of excise applied depends on 3 
variables: the cigarette type (hand-rolled kretek, machine-made kretek or machine-made white cigarettes), 
production volume (above two billion cigarettes, between 300 million and two billion cigarettes, and 
below 300 million cigarettes), and the price (various price levels). 

  VAT is also applied to sales at a rate of 8.4%.

  Based on the Ministry of Finance Excise Roadmap (Excise Policy Unit), the tax system has undergone 
simplification in recent years, through a reduction in the number of excise tiers. This is an ongoing process, 
although there have been some noted delays versus the planned timetable. A weighted average tax 
increase of around 9% was announced in late 2012 and implemented in 2013.

  Our estimates suggest that Illicit Consumption is small relative to legal sales in Indonesia and that the tax 
loss associated with Illicit Consumption amounted to around Rupiah 103.7 billion (US$ 11.0 million)  
in 2012.

Indonesia: Government Finances

Source for government revenue data: Indonesian Directorate General of Customs and Excise 

Indicator Rupiah bn 2012 US$ mn 2012

Actual revenue from excise duties on tobacco 90,549 9,630

Estimated number of illicit cigarettes purchased (cigarettes mn) 301

Estimated tax loss from Illicit Consumption 103.7 11.0

Lost excise revenue 86.9 9.2

Lost VAT revenue 16.7 1.8

Excise tax loss as % of potential total excise tax revenues 0.1%
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|  Market Summaries - Indonesia

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated at around 730 million 
cigarettes, with a large share going to Singapore.

  Low prices in Indonesia mean there is little incentive to smuggle illicit products. Most Non-Domestic cigarette 
packs found in Indonesia in the Empty Pack Survey are likely to be legal personal imports1. 

Indonesia: Trade Flows

Origin of total Non-Domestic inflows to  
Indonesia (cigarettes)

1Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.
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Indonesia: Consumption breakdown

Source: IT Flows Model
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INDONESIA

1.4
US$

  Malaysia Legal Domestic Sales are estimated at 14.6 billion cigarettes for 2012. Sales declined steadily over 
recent years until 2012 when they stabilised, while tobacco taxes remained unchanged.

  BAT, JTI, and PMI account for over 90% of legal sales.

  The 2012 price of the most sold brand of US$ 3.3 per pack is significantly above that in most neighbouring 
countries, most notably Indonesia (US$ 1.4), Vietnam (US$ 0.8), and Cambodia (US$ 0.3).

Malaysia: Legal Domestic Sales

Prices of cigarettes1 

1Price per pack of 20 of most  
  sold brand in January 2012.
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Malaysia: Excise duty2 applied to cigarettes

Malaysia: Legal Domestic Sales and prices3

Source: Malaysian Ministry of Finance and Oxford Economics 
2Rate applied to most sold brand in January each year.

Source: Oxford Economics 
3Prices of most sold brand in January of each year.
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  Total Consumption (legal and illicit) is estimated at 23.0 billion cigarettes for Malaysia in 2012. Of this, an 
estimated 62.4% is Legal Domestic Consumption, 3.1% is Non-Domestic Legal consumption, and 34.5%,  
or 7.9 billion cigarettes, is Illicit Consumption, according to estimates derived from the IT Flows Model.

  The estimated Non-Domestic share is based on the Empty Pack Surveys from 2012. 

  Other estimates broadly corroborate the estimate of the illicit share. A bottom-up estimate of Total 
Consumption using smoking prevalence, average cigarette consumption1 and adult population suggests  
an illicit share of around 33%. 

  Reported seizures of illicit cigarettes totalled 500 million cigarettes in 2012 according to the Royal Malaysian 
Customs – close to the average of the previous five years.

Malaysia: Cigarette Consumption

Source: Oxford Economics 
1Smoking prevalence and cigarette consumption data are from the WHO Global Adult Tobacco Survey for Malaysia, from 2011.

62.4%
Legal Domestic 
Consumption

3.1%
Non-Domestic Legal

34.5%
Illicit Consumption

Malaysia: Composition of cigarette consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 14.6 63.4

Ouflows of domestic duty-paid cigarettes 0.2 1.0

Legal Domestic Consumption (LDC) 14.3 62.4

Total Non-Domestic (ND) inflows 8.6 37.6

Non-Domestic Legal (NDL) 0.7 3.1

Non-Domestic Illicit 7.9 34.5

Domestic Illicit 0 0

Total Illicit Consumption 7.9 34.5

Total Consumption 23.0 100
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  Malaysia applies a mixed, but predominantly specific, excise tax system with a small ad-valorem 
component.

  Sales tax is also imposed at a rate of 5%.

  Reflecting the large market for Illicit Consumption of cigarettes in Malaysia, our estimates indicate that the 
tax loss associated with Illicit Consumption was Ringgit 1.9 billion (US$ 0.6 billion) in 2012.

Malaysia: Government Finances

Source for government revenue data: Malaysian Ministry of Finance 

Indicator Ringgit mn 2012 US$ mn 2012

Actual revenue from excise duties on tobacco 3,281 1,063

Estimated number of illicit cigarettes purchased (cigarettes mn) 7.920

Estimated tax loss from Illicit Consumption 1,918 622

Lost excise revenue 1,810 587

Lost sales tax revenue 108 35

Excise tax loss as % of potential total excise tax revenues 35.6%
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|  Market Summaries - Malaysia

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated at 0.2 billion cigarettes, 
mostly to Singapore.

  Around two-thirds of illicit cigarettes in Malaysia are Illicit Whites1, with around one-third consisting of 
Contraband kreteks. Counterfeit of the BAT, JTI and PMI brands is not material. 

  The top three brands identified under Illicit Consumption are Gudang Garam, John, and Canyon.

Malaysia: Trade Flows

Origin of total Non-Domestic inflows to Malaysia 
(cigarettes)

1Referred to in Malaysia as ‘Contraband Whites’.



53Market Summaries - Malaysia  |

Malaysia: Consumption breakdown

Source: IT Flows Model
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  Pakistan Legal Domestic Sales are estimated at 64.0 billion cigarettes for 2012, and have declined notably 
since 2009.

  BAT and PMI together account for virtually all legal sales (99.7%).

  Cigarette prices are relatively low in Pakistan but have risen sharply in recent years driven by large excise  
tax increases. 

Pakistan: Legal Domestic Sales

Prices of cigarettes1 

1Price per pack of 20 of most sold brand in January 2012.

PAKISTAN

CHINA

INDIA

0.3
US$

1.1
US$

1.4
US$



55Market Summaries - Pakistan  |

Pakistan: Excise duty2 applied to cigarettes

Pakistan: Legal Domestic Sales and prices3

Source: Oxford Economics 
2Rate applied in January of each year for the most sold brand.

Source: Oxford Economics 
3Prices of most sold brand in January of each year.
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Pakistan: Composition of cigarette consumption

  Total Consumption (legal and illicit) is estimated at 86.0 billion cigarettes for Pakistan in 2012. Of this, an 
estimated 74.4% is Legal Domestic Consumption, 0.2% is Non-Domestic Legal consumption, and 25.4%, or 
21.8 billion cigarettes, is Illicit Consumption, according to estimates derived from the IT Flows Model.

  Non-Domestic Legal inflows are low for Pakistan, at 0.2 billion cigarettes1.

  The IT Flows Model indicates a share of Domestic Illicit cigarettes of 21.9% of Total Consumption.

  Reported seizures of illicit cigarettes in the 11 months to May 2013 totalled 36 million according to the 
Federal Board of Revenue, of which 30 million were untaxed, locally manufactured cigarettes.

Pakistan: Cigarette Consumption

Source: Oxford Economics 
1Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.

74.4%
Legal Domestic 
Consumption

0.2%
Non-Domestic Legal

25.4%
Illicit Consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 64.0 74.4

Outflows of domestic duty-paid cigarettes 0.0 0.0

Legal Domestic Consumption (LDC) 64.0 74.4

Total Non-Domestic (ND) inflows 3.2 3.7

Non-Domestic Legal (NDL) 0.2 0.2

Non-Domestic Illicit 3.0 3.5

Domestic Illicit 18.8 21.9

Total Illicit Consumption 21.8 25.4

Total Consumption 86.0 100
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  Pakistan applies a multi-tiered excise tax system with the tax classification based on the retail selling price 
net of sales tax.

  Based on data from the Federal Board of Revenue, BAT and PMI together contribute 99.7% of total tax 
revenues from cigarette sales.

  With Illicit Consumption accounting for around a quarter of Total Consumption of cigarettes, the tax loss 
associated with Illicit Consumption is substantial, amounting to an estimated Rupee 26.9 billion  
(US$ 275 million) for fiscal year 2012/13. For the calendar year 2012, the tax loss is estimated at  
Rupee 24.3 billion (US$ 261 million).

Pakistan: Government Finances

Source for government revenue data: Pakistan Federal Board of Revenue 
2July 2012 to June 2013.

Indicator 2012 2012/13 Fiscal Year2

Actual revenue from excise duties on tobacco (mn)  
   

Rupee 
61,671

US$ 
632

Estimated number of illicit cigarettes purchased (cigarettes mn) 21,825 22,763

Estimated tax loss from Illicit Consumption (mn) Rupee
24,332

US$
261

Rupee
26,851

US$
275

Lost excise revenue (mn) Rupee 
18,957

US$ 
203

Rupee 
20,907

US$ 
214

Lost sales tax revenue (mn) Rupee 
5,375

US$ 
58

Rupee 
5,943

US$ 
61

Excise tax loss as % of potential total excise tax revenues  25.3%
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|  Market Summaries - Pakistan

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

  The IT Flows Model identified a flow of Non-Domestic cigarettes from Afghanistan and a larger inflow of 
Unspecified variants. According to investigative media reports, Unspecified cigarettes may include Pine brand 
cigarettes entering Pakistan via the border with Afghanistan.

  Illicit cigarettes produced domestically by local manufacturers (other than BAT and PMI) account for 86% of 
total illicit cigarettes.

Pakistan: Trade Flows

Origin of total Non-Domestic inflows to Pakistan 
(cigarettes)
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Pakistan: Consumption breakdown

Source: IT Flows Model
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Philippines: Legal Domestic Sales

Prices of cigarettes2 

PHILIPPINES
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1  Note that this report focuses on 2012  
and therefore does not reflect the market  
situation since the January 2013 tax increase.

2 Price per pack of 20 of most sold brand in January 2012. 

  Philippines Legal Domestic Sales are estimated at 102.2 billion cigarettes for 20121, up from 2011 but broadly 
unchanged from 2010. Moreover, the 2012 increase was partly due to trade loading/forestalling at the end of 
the year in anticipation of the January 2013 tax increase. 

  Following minor increases in 2009 and 2011, excise was increased very substantially in 2013 (by 341% on the 
most sold brand).

  According to Bureau of Internal Revenue and PMI IMS data, PMI had a 91% market share of Legal Domestic 
Sales in 2012.

  January 2012 prices for cigarettes were relatively low in the Philippines compared with neighbouring countries. 
The most sold price of US$ 0.4 per pack in 2012 compares with US$ 1.1 in China or US$ 6.5 in Hong Kong.
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Philippines: Excise duty3 applied to cigarettes

Philippines: Legal Domestic Sales and prices4

Source: Oxford Economics 
3 Note that this report focuses on 2012 and therefore does not reflect the market situation since the January 2013 tax increase.

Source: Oxford Economics 
4 Price of most sold brand in January of each year. 

341%
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Philippines: Composition of cigarette consumption

|  Market Summaries - Philippines

  Total Consumption (legal and illicit) is estimated at 108.7 billion cigarettes for Philippines in 2012. Of this, an 
estimated 94.0% is Legal Domestic Consumption, 0.1% is Non-Domestic Legal consumption, and 5.9%, or 6.4 
billion cigarettes, is Illicit Consumption, according to estimates derived from the IT Flows Model.

  Non-Domestic Legal flows1 are small in the Philippines.

  The estimated Non-Domestic share is based on the Empty Pack Survey from Q4 2011, while an estimate of 
Domestic Illicit is generated from a comparison of market shares of domestic producers in the retail audit and 
sales data.

Philippines: Cigarette Consumption

Source: Oxford Economics 
1 Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.

 Cigarettes bn %

Legal Domestic Sales (LDS) 102.2 94.1

Ouflows of domestic duty-paid cigarettes 0.1 0.1

Legal Domestic Consumption (LDC) 102.2 94.0

Total Non-Domestic (ND) inflows 0.4 0.4

Non-Domestic Legal (NDL) 0.1 0.1

Non-Domestic Illicit 0.3 0.3

Domestic Illicit 6.1 5.6

Total Illicit Consumption 6.4 5.9

Total Consumption 108.7 100

94.0%
Legal Domestic 
Consumption

0.1%
Non-Domestic Legal

5.9%
Illicit Consumption
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  A multi-tiered specific excise structure based on price is applied in the Philippines. In 2012, for cigarettes 
with a net retail price (NRP = retail selling price net of excise and VAT) below Peso 5 per pack the rate was 
Peso 2.72 per pack, for cigarettes with an NRP at or above Peso 5 per pack but not exceeding Peso 6.50 
per pack the rate was Peso 7.56 per pack, for cigarettes with an NRP above Peso 6.50 per pack but not 
exceeding Peso 10 per pack the rate was Peso 12 per pack, and for cigarettes with an NRP above Peso 10 
per pack the tax was Peso 28.30 per pack.

  VAT is also imposed at a rate of 12%.

  On 1st January 2013, the excise tax on the majority of cigarettes rose sharply (up 341% for the  
majority of the market) and will continue to increase until it reaches a uniform excise rate of  
30 Pesos per pack in 2017.

  We estimate the tax loss associated with Illicit Consumption for 2012 at Peso 2.6 billion (US$ 62 million).

Philippines: Government Finances

Source for government revenue data: Philippine Bureau of Internal Revenue

Indicator Peso mn 2012 US$ mn 2012

Actual revenue from excise duties on tobacco 32,942 780

Estimated number of illicit cigarettes purchased (cigarettes mn) 6,400

Estimated tax loss from Illicit Consumption (mn) 2,615 62

Lost excise revenue 1,792 42

Lost VAT revenue 823 19

Excise tax loss as % of potential total excise tax revenues 5.2%
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|  Market Summaries - Philippines

Counterfeit 
220 mn

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be very low1.

  Counterfeit inflows of around 220 million cigarettes are estimated for 2012, most of which are believed to 
originate in China.

  However, the IT Flows Model indicates that around 95% of the total Illicit Consumption consists of domestically 
produced cigarettes.

Philippines: Trade Flows

Origin of total Non-Domestic inflows to  
Philippines (cigarettes)

1  Note that estimated outflows of duty-paid cigarettes are based only on identified inflows in the other 10 markets covered in this report and may 
therefore be an underestimate.
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Philippines: Consumption breakdown

Source: IT Flows Model
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Singapore: Legal Domestic Sales

Prices of cigarettes1 
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1 Price per pack of 20 of most  
sold brand in January 2012. 

|  Market Summaries - Singapore

  Singapore Legal Domestic Sales are estimated at 2.6 billion cigarettes for 2012, and have remained largely 
stable over recent years.

  BAT, JTI, and PMI account for around 90% of legal sales.

  Cigarette prices are the highest in Asia (excluding Australia). The price of the most sold brand at US$ 9.7 per 
pack is much higher than in neighbouring Malaysia (US$ 3.3) and Indonesia (US$ 1.4).
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Singapore: Excise duty2 applied to cigarettes

Singapore: Legal Domestic Sales and prices3

Source: Oxford Economics 
2 Rate applied in January of each year.

Source: Oxford Economics 
3 Price of most sold brand in January of each year. 

Market Summaries - Singapore  |
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Singapore: Composition of cigarette consumption

|  Market Summaries - Singapore

  Total Consumption (legal and illicit) is estimated at 3.5 billion cigarettes for Singapore in 2012. Of this, an 
estimated 74.4% is Legal Domestic Consumption and 25.6%, or 0.9 billion cigarettes, is Illicit Consumption, 
according to estimates derived from the IT Flows Model.

  Singapore has a zero Duty-Free limit, implying that Non-Domestic Legal inflows are zero.

  The estimated illicit share is therefore based solely on the Empty Pack Survey from Q2 2012.

  Other estimates broadly corroborate the estimate of the illicit share. A bottom-up estimate of Total 
Consumption using smoking prevalence, average cigarette consumption1 and population (including an 
estimate for tourist consumption) suggests a possible illicit share around 21%. 

  Seizures of illicit cigarettes reported by Singapore Customs averaged 2.2 million packs per year between 2009 
and 2012.

Singapore: Cigarette Consumption

Source: Oxford Economics 
1 Smoking prevalence and cigarette consumption data are from Singapore Mental Health Study 2012 and the National Health Survey Report 2010.

74.4%
Legal Domestic 
Consumption

0%
Non-Domestic Legal

25.6%
Illicit Consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 2.6 74.4

Ouflows of domestic duty-paid cigarettes 0 0

Legal Domestic Consumption (LDC) 2.6 74.4

Total Non-Domestic (ND) inflows 0.9 25.6

Non-Domestic Legal (NDL) 0 0

Non-Domestic Illicit 0.9 25.6

Domestic Illicit 0 0

Total Illicit Consumption 0.9 25.6

Total Consumption 3.5 100
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  Singapore applies a single-rate, unit-specific excise tax of S$ 352 per thousand cigarettes.

  A 7% sales tax is also levied on all retail sales of cigarettes.

  After significant increases during the period 1997-2004, there have been no tax increases in Singapore 
since 2005.

  With around a quarter of domestic consumption being illicit, the tax loss associated with Illicit 
Consumption is significant, amounting to an estimated S$ 345 million (US$ 278 million) for fiscal year 
2012/13. For calendar year 2012, the tax loss is estimated at S$ 347 million (US$ 278 million).

Singapore: Government Finances

Source for government revenue data: Singapore Customs 
2 April 2012 to March 2013.

Indicator 2012 2012/13 Fiscal Year2

Actual revenue from excise on tobacco (mn)   S$ 969 US$ 780

Estimated number of illicit cigarettes purchased (cigarettes mn) 888 883

Estimated tax loss from Illicit Consumption (mn) S$ 
347

US$ 
278

S$ 
345

US$
278

Lost excise revenue (mn) S$ 313 US$ 250 S$ 311 US$ 250

Lost VAT revenue (mn) S$ 35 US$ 28 S$ 34 US$ 28

Excise tax loss as % of potential total excise tax revenues 24.3%
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Indonesia 
630 mn

|  Market Summaries - Singapore

Malaysia
200 mn

Rest of  
the world

60 mn

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

  The resulting level of Legal Domestic Consumption is then increased by Non-Domestic inflows, which are 
assumed to be illicit given the zero allowance for duty-free personal imports in Singapore.

  Singapore’s relatively high prices provide a strong incentive to source illicit cigarettes from lower-priced 
neighbouring countries.

  Illicit cigarettes in Singapore come mostly from Indonesia and Malaysia, according to the Empty Pack Survey. 
Counterfeit of BAT, JTI and PMI brands is not material.

  The top three brands identified under Illicit Consumption are Marlboro, Gudang Garam, and Moon Mountain.

Singapore: Trade Flows

Origin of total Non-Domestic inflows to  
Singapore (cigarettes)



71Market Summaries - Singapore  |

Singapore: Consumption breakdown

Source: IT Flows Model
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Taiwan: Legal Domestic Sales

Prices of cigarettes1 

TAIWAN

2.6
US$

HONG 
KONG

PHILIPPINES

6.5
US$

0.4
US$

1  Price per pack of 20 of most 
sold brand in January 2012. 

|  Market Summaries - Taiwan

CHINA 1.1
US$

VIETNAM

0.8
US$

  Taiwan Legal Domestic Sales are estimated at 35.5 billion cigarettes for 2012, and have been broadly flat in 
recent years.

  Imperial Tobacco, JTI, and Taiwan Tobacco & Liquor Corporation (TTL) account for a large share of the  
cigarette market.

  Prices for cigarettes are well above those in mainland China – the price of the most sold brand at US$ 2.6 
compares to a price of US$ 1.1 for the most sold brand in China.
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Taiwan: Excise duty2 applied to cigarettes

Taiwan: Legal Domestic Sales and prices3

Source: Taiwanese Ministry of Finance 
2 Rate applied in January of each year including earmarked taxes.

Source: Oxford Economics 
3 Price of most sold brand in January of each year. 

Market Summaries - Taiwan  |

46%
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Taiwan: Composition of cigarette consumption

|  Market Summaries - Taiwan

 Cigarettes bn %

Legal Domestic Sales (LDS) 35.5 89.9

Ouflows of domestic duty-paid cigarettes 0.0 0.0

Legal Domestic Consumption (LDC) 35.5 89.9

Total Non-Domestic (ND) inflows 4.0 10.1

Non-Domestic Legal (NDL) 1.0 2.4

Non-Domestic Illicit 3.0 7.7

Domestic Illicit 0 0

Total Illicit Consumption 3.0 7.7

Total Consumption 39.5 100

  Total Consumption (legal and illicit) is estimated at 39.5 billion cigarettes for Taiwan in 2012. Of this, an 
estimated 89.9% is Legal Domestic Consumption, Non-Domestic Legal consumption1 is 2.4%, and 7.7%,  
or 3.0 billion cigarettes, is Illicit Consumption, according to estimates derived from the IT Flows Model.

  The estimated Non-Domestic share of Total Consumption is based on the consumer panel survey from  
Q2 2012. 

  Seizures of illicit cigarettes reported by the Taiwan Coastguard Agency totalled 6.3 million packs in 2012, 
around 20% higher than in 2008.

Taiwan: Cigarette Consumption

Source: Oxford Economics 
1 Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.

89.9%
Legal Domestic 
Consumption

2.4%
Non-Domestic Legal

7.7%
Illicit Consumption
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Indicator TW$ mn 2012 US$ mn 2012

Actual revenue from excise duties on tobacco1 54,608 1,844

Estimated number of illicit cigarettes purchased (cigarettes mn) 3,038

Estimated tax loss from Illicit Consumption1 5,410 183

Lost excise revenue1 4,831 163

Lost VAT revenue 579 20

Excise tax loss as % of potential total excise tax revenues1 8.1%

  Taiwan applies a single-rate, unit-specific excise tax of TW$ 11.8 per pack of 20, as well as a health 
surcharge of TW$ 20 per pack.

  VAT is also levied at a rate of 5% on sales.

  Excise rates have not increased in recent years. The health surcharge was significantly raised in 2009.

  Our estimates suggest that the tax loss associated with Illicit Consumption amounted to TW$ 5.4 billion 
(US$ 0.2 billion) in 2012.

Taiwan: Government Finances

Source for government revenue data: Taiwanese Ministry of Finance  
1 Includes earmarked tax.
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Duty-Free 
2,090 mn

Illicit Whites 
1,900 mn

|  Market Summaries - Taiwan

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

  Illicit cigarettes consist mainly of Illicit Whites of Unspecified variant, believed to be smuggled in from 
neighbouring markets including China. 

  Prominent brands among Illicit Whites include Derby and Penang.

Taiwan: Trade Flows

Origin of total Non-Domestic inflows to Taiwan 
(cigarettes)
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Taiwan: Consumption breakdown

Source: IT Flows Model
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Thailand: Legal Domestic Sales

Prices of cigarettes1 

THAILAND

CHINA

1.9
US$

1.1
US$

VIETNAM

SINGAPORE

LAOS

CAMBODIA

MALAYSIA

PHILIPPINES

0.8
US$

9.7
US$

0.8
US$

0.3
US$

3.3
US$

0.4
US$

1  Price per pack of 20 of most 
sold brand in January 2012. 

|  Market Summaries - Thailand

  Thailand Legal Domestic Sales are estimated at 38.8 billion cigarettes for 2012.

  The Thailand Tobacco Monopoly has a large market share of more than 70%, followed by PMI.

  January 2012 prices for cigarettes stood at US$ 1.9 per pack, significantly above neighbouring countries 
Cambodia (US$ 0.3 per pack) and Laos (US$ 0.8 per pack).
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Thailand: Excise duty2 applied to cigarettes

Thailand: Legal Domestic Sales and prices3

Source: Thai Excise Department 
2 Rate applied in January of each year including earmarked taxes.

Source: Oxford Economics 
3 Price of most sold brand in January of each year. The price of the most sold brand increased from Baht 58 to Baht 65 in August 2012.

Market Summaries - Thailand  |

40%

17%
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Thailand: Composition of cigarette consumption

|  Market Summaries - Thailand

  Total Consumption (legal and illicit) is estimated at 40.5 billion cigarettes (excluding roll-your-own tobacco) 
for Thailand in 2012. Of this, an estimated 95.7% is Legal Domestic Consumption, 1.4% is Non-Domestic Legal 
consumption, and 2.9%, or 1.2 billion cigarettes, is Illicit Consumption, according to estimates derived from the 
IT Flows Model.

  These Non-Domestic Legal inflows1 are relatively high in Thailand, reflecting substantial tourist flows.

  The estimated Non-Domestic share is based on the Empty Pack Survey from Q4 2012. 

  Roll-your-own tobacco is estimated to represent around half of the legal tobacco product market. This product 
is virtually untaxed and is significantly cheaper than legal cigarettes.

  A comparison of cigarette imports recorded by Thailand with cigarette exports to Thailand reported by partner 
countries suggests an illicit share around 10%. This alternative methodology is considered less robust than the 
Empty Pack Survey-based estimate.

  Seizures of illicit cigarettes reported by the Excise Department totalled 687,000 packs in 2012.

Thailand: Cigarette Consumption

 Cigarettes bn %

Legal Domestic Sales (LDS) 38.8 95.7

Ouflows of domestic duty-paid cigarettes 0.0 0.0

Legal Domestic Consumption (LDC) 38.8 95.7

Total Non-Domestic (ND) inflows 1.7 4.3

Non-Domestic Legal (NDL) 0.6 1.4

Non-Domestic Illicit 1.2 2.9

Domestic Illicit 0 0

Total Illicit Consumption 1.2 2.9

Total Consumption 40.5 100

Source: Oxford Economics 
1  Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.

95.7%
Legal Domestic 
Consumption

1.4%
Non-Domestic Legal

2.9%
Illicit Consumption
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  Thailand applies an ad-valorem rate of 87% on the tax-inclusive CIF and import-duty price of cigarettes 
or a specific rate of Baht 1/gram, whichever is greater. Locally grown and manufactured roll-your-own is 
untaxed, while excise tax on other roll-your-own is minimal compared with the excise duty on cigarettes.

  VAT (at 7%) is also levied, as are a range of earmarked taxes (Health tax, Provincial tax, and TV tax).

  We estimate that the tax loss associated with the Illicit Consumption of cigarettes amounted to  
Baht 2.4 billion (US$ 76 million) in fiscal year 2011/12. For the calendar year 2012, the tax loss  
amounted to Baht 2.5 billion (US$ 80 million).

Thailand: Government Finances

Indicator 2012 2012/13 Fiscal Year2

Actual revenue from excise on tobacco (mn)3 Baht 64,307 US$ 2,055

Estimated number of illicit cigarettes purchased (cigarettes mn) 1,174 1,161

Estimated tax loss from Illicit Consumption (mn)3 Baht 
2,495

US$ 
80

Baht 
2,373

US$
76

Lost excise revenue (mn)3 Baht 2,264 Baht 73 Baht 2,151 US$ 69

Lost VAT revenue (mn) Baht 232 US$ 7 Baht 222 US$ 7

Excise tax loss as % of potential total excise tax revenues3 3.2%

Source for government revenue data: Thai Excise Department and Oxford Economics estimate for earmarked taxes
2 October 2011 to September 2012.
3 Includes earmarked taxes.



82

Rest of  
the world  

including CF 
830 mn

|  Market Summaries - Thailand
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650 mn

  Outflows of domestic duty-paid cigarettes to the other 10 markets are estimated to be negligible.

 Counterfeit products make up a significant share (20%) of total illicit inflows.

  Other illicit cigarettes in Thailand include variants from Cambodia and China, and Unspecified variants which 
amount to over half of total illicit inflows. The genuine Duty-Free products identified by the Empty Pack Survey 
are estimated to be largely legal1.

Thailand: Trade Flows

Origin of total Non-Domestic inflows to Thailand 
(cigarettes)

1  Estimated using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-free import allowance limit.
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Thailand: Consumption breakdown

Source: IT Flows Model
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Vietnam: Legal Domestic Sales

Prices of cigarettes1 

VIETNAM

CHINA

0.8
US$

1.1
US$

THAILAND

LAOS

CAMBODIA

MALAYSIA

PHILIPPINES

1.9
US$

0.8
US$

0.3
US$

3.3
US$

0.4
US$

1  Price per pack of 20 of most 
sold brand in January 2012. 

|  Market Summaries - Vietnam

  Vietnam Legal Domestic Sales are estimated at 82.8 billion cigarettes for 2012, and have grown over recent 
years.

  The state-owned Vinataba has the largest market share at 45%, followed by local provincial firms and BAT.

  Prices for cigarettes have risen steadily in recent years, but are relatively low in Vietnam compared with many 
nearby countries. The most sold price of around US$ 0.8 per pack is below that in China (US$ 1.1 per pack) 
and well below prices in Malaysia (US$ 3.3 per pack) and Thailand (US$ 1.9 per pack).
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Vietnam: Excise duty2 applied to cigarettes

Vietnam: Legal Domestic Sales and prices3

Source: Vietnam Tobacco Association and Oxford Economics 
2 Rate applied in January of each year to most sold brand.

Source: Oxford Economics 
3 Price of most sold brand in January of each year. 

Market Summaries - Vietnam  |

26%

149%
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Vietnam: Composition of cigarette consumption

|  Market Summaries - Vietnam

 Cigarettes bn %

Legal Domestic Sales (LDS) 82.8 80.1

Ouflows of domestic duty-paid cigarettes1 0.1 0.1

Legal Domestic Consumption (LDC) 82.7 80.0

Total Non-Domestic (ND) inflows 20.7 20.0

Non-Domestic Legal (NDL) 0.6 0.6

Non-Domestic Illicit 20.1 19.4

Domestic Illicit 0 0

Total Illicit Consumption 20.1 19.4

Total Consumption 103.3 100

  Total Consumption (legal and illicit) is estimated at 103.3 billion cigarettes for Vietnam in 2012. Of this, an 
estimated 80.0% is Legal Domestic Consumption, 0.6% is Non-Domestic Legal consumption, and 19.4% is 
Illicit Consumption, according to estimates derived from the IT Flows Model.

  The estimated share of Illicit Consumption in Total Consumption is based on estimates by the Vietnam 
Tobacco Association.

  Other estimates also point to a substantial illicit share in Vietnam. The Empty Pack Survey of 2011 conducted 
in urban areas only (15 cities) suggested a Non-Domestic share over 30%.

  Reported seizures of illicit cigarettes by Vietnamese Customs totalled 84 million cigarettes in 2012, a similar 
level to 2011.

Vietnam: Cigarette Consumption

Source: Oxford Economics 
1  Note that estimated outflows of duty-paid cigarettes are based only on identified inflows in the other 10 markets covered in this report and may 

therefore be an underestimate.
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Indicator Dong bn 2012 US$ mn 2012

Actual revenue from excise duties on tobacco 14,910 715

Estimated number of illicit cigarettes purchased (cigarettes mn) 20,078

Estimated tax loss from Illicit Consumption 6,455 309

Lost excise revenue 4,995 239

Lost VAT revenue 1,460 70

Excise tax loss as % of potential total excise tax revenues 25.1%

  Vietnam applies an ad-valorem excise tax of 65% of the ex-factory price to domestic production  
of cigarettes.

  VAT is also imposed at a rate of 10%.

  Until 2007, imports of cigarettes were banned in Vietnam. An ad-valorem tax on imports of 135% of the CIF 
value is now applied (100% import tax for ASEAN member countries).

  We estimate the tax loss associated with Illicit Consumption for 2012 at Dong 6.5 trillion (US$ 309 million).

Vietnam: Government Finances

Source for government revenue data: Vietnam Tobacco Association
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|  Market Summaries - Vietnam

  Outflows1 of domestic duty-paid cigarettes to the other 10 markets are limited, with a small amount identified 
in Hong Kong.

  The majority of the Non-Domestic inflows identified in Vietnam are Unspecified variants of cigarettes, most 
of which are Jet and Hero brands. A small amount of Cambodia-variant cigarettes were also identified by the 
Empty Pack Survey.

  The top three brands identified under Illicit Consumption in the Empty Pack Survey are Jet, Hero, and Esse (a 
brand made by Korea-based manufacturer KT&G).

Vietnam: Trade Flows

Origin of total Non-Domestic inflows to Vietnam 
(cigarettes)

1  Note that estimated outflows of duty-paid cigarettes are based only on identified inflows in the other 10 markets covered in this report and may 
therefore be an underestimate.
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Vietnam: Consumption breakdown

Source: IT Flows Model
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92 |  Annex A - Australia

Annex A: Australia

Original source Calculation Comments

Legal Domestic Sales 
(LDS)

Euromonitor Includes legal Other Tobacco 
Products sales.

Outflows of domestic 
duty-paid cigarettes

Empty Pack Survey data in 
other Asia-11 markets used 
to identify Australian variant 
cigarettes. 

Zero outflows identified from 
Australia.

Legal Domestic 
Consumption (LDC)

Legal Domestic Sales minus 
outflows of legal sales.

Negligible estimated 
outflows of duty-paid 
cigarettes so domestic 
sales and Legal Domestic 
Consumption closely 
aligned.

Total Non-Domestic 
inflows (ND)

Based on Empty Pack Survey 
plus OE estimates.

 -

Non-Domestic Legal 
(NDL)

Estimated using passenger 
data, smoking rates, and 
personal allowance.

Maximum theoretical 
amount an individual 
can carry across a border. 
Passenger data from OE 
Tourism Model.

Non-Domestic Illicit Based on Empty Pack Survey 
plus OE estimates.

An estimate for loose 
tobacco (chop chop) has 
been added based on the 
study by Deloitte (2012).

Domestic Illicit Zero illicit production in 
Australia.

Domestic Illicit production 
is assumed to be zero in 
Australia.

Total Illicit 
Consumption

Based on empty pack Survey 
plus OE estimates.

 -

Total Consumption Legal Domestic Sales 
minus outflows of domestic 
duty-paid cigarettes plus 
estimated Non-Domestic 
Legal consumption 
plus estimated Illicit 
Consumption.

‘Bottom up’ estimates of 
Total Consumption based 
on smoking prevalence 
and average consumption 
of cigarettes are below 
estimated legal sales. 
Population data from UN, 
smoking prevalence and 
cigarette consumption data 
for Australia from OECD.



93

Original source Calculation Comments

Legal Domestic Sales 
(LDS)

Monthly IDS retail audit 
(from 2009 onwards).

 -

Outflows of domestic 
duty-paid cigarettes

Empty Pack Survey data in 
other Asia-11 markets used 
to identify Brunei variant 
cigarettes. 

Zero outflows identified 
from Brunei.

Legal Domestic 
Consumption (LDC)

Legal Domestic Sales minus 
outflows of legal sales.

Zero estimated outflows 
of duty-paid cigarettes so 
domestic sales and Legal 
Domestic Consumption are 
aligned.

Total Non-Domestic 
inflows (ND)

Based on Empty Pack Survey 
plus OE estimates.

Average of 2011 and 2013 
Empty Pack Surveys used 
to provide estimate of Non-
Domestic inflows for 2012. 

Non-Domestic Legal 
(NDL)

Estimated using passenger 
data, smoking rates and 
personal allowance.

The personal import/duty-
free allowance for Brunei 
is zero.

Non-Domestic Illicit Based on Empty Pack Survey 
plus OE estimates.

-

Domestic Illicit Zero illicit production in 
Brunei.

Domestic Illicit production is 
assumed to be zero in Brunei.

Total Illicit 
Consumption

Based on Empty Pack Survey 
plus OE estimates.

-

Total Consumption Legal Domestic Sales 
minus outflows of domestic 
duty-paid cigarettes plus 
estimated Non-Domestic 
Legal consumption 
plus estimated Illicit 
Consumption.

The IT Flows Model suggests 
Total Consumption in Brunei 
is 351 million cigarettes. 
A similar value for Total 
Consumption may be derived 
from an estimate using 
adult population, smoking 
prevalence and average 
smoking. Population data are 
sourced from the UN, smoking 
prevalence data from the 
WHO FCTC Report for 2010. 
Daily cigarette consumption 
is assumed at 15, similar to 
neighbouring countries.

Annex A - Brunei  |

Annex A: Brunei
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Original source Calculation Comments

Legal Domestic Sales 
(LDS)

Customs & Excise 
Department

 -

Outflows of domestic 
duty-paid cigarettes

Empty Pack Survey data in 
other Asia-11 markets used 
to identify Hong Kong variant 
cigarettes. 

-

Legal Domestic 
Consumption (LDC)

Legal Domestic Sales minus 
outflows of legal sales.

Negligible estimated outflows 
of duty-paid cigarettes so 
domestic sales and Legal 
Domestic Consumption are 
aligned.

Total Non-Domestic 
inflows (ND)

Based on Empty Pack Survey 
plus OE estimates.

 -

Non-Domestic Legal 
(NDL)

Estimated using passenger 
data, smoking rates and 
personal allowance.

Maximum theoretical amount 
an individual can carry across a 
border. Passenger data from OE 
Tourism Model.

Non-Domestic Illicit Based on Empty Pack Survey 
plus OE estimates.

-

Domestic Illicit Zero illicit production in 
Hong Kong.

Based on market intelligence 
and analysis of seizure data, 
Counterfeit cigarettes identified 
in the Empty Pack Survey were 
assumed to be inflows to Hong 
Kong.

Total Illicit 
Consumption

Based on Empty Pack Survey 
plus OE estimates.

-

Total Consumption Legal Domestic Sales 
minus outflows of domestic 
duty-paid cigarettes plus 
estimated Non-Domestic 
Legal consumption 
plus estimated Illicit 
Consumption.

The IT Flows Model suggests 
Total Consumption in Hong 
Kong is 5.1 billion cigarettes, 
which is higher than the 
4.1 billion estimate of Total 
Consumption derived using 
adult population, smoking 
prevalence and average 
smoking. Population data 
are sourced from the UN. 
The smoking prevalence and 
consumption data are from 
Hong Kong Thematic Household 
Survey No.48 August 2011.

|  Annex A - Hong Kong

Annex A: Hong Kong
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Original source Calculation Comments

Legal Domestic  
Sales (LDS)

Directorate General of 
Customs and Excise 

 -

Outflows of domestic 
duty-paid cigarettes

Empty Pack Survey 
data in other Asia-11 
markets used to identify 
Indonesian variant 
cigarettes. 

Outflows of domestic duty-paid 
cigarettes to other markets are 
estimated at around 0.7 billion 
cigarettes, with a large share going 
to Singapore.

Legal Domestic 
Consumption (LDC)

Legal Domestic Sales 
minus outflows of legal 
sales.

Outflows of duty-paid cigarettes 
refer only to outflows to other 
Asia-11 markets.

Total Non-Domestic 
inflows (ND)

Sum of Non-Domestic 
Legal and Non-Domestic 
Illicit.

 -

Non-Domestic Legal 
(NDL)

Estimated using 
passenger data, smoking 
rates and personal 
allowance.

Maximum theoretical amount 
an individual can carry across a 
border. Passenger data from OE 
Tourism Model.

Non-Domestic Illicit Based on Empty 
Pack Survey plus OE 
estimates.

-

Domestic Illicit Based on Empty 
Pack Survey plus OE 
estimates.

Domestic Illicit production is 
assumed to be zero in the IT Flows 
Model based on Empty Pack Survey 
estimates. Some locally produced 
illicit cigarettes may be missed by the 
Empty Pack Survey but this market 
segment is believed to be shrinking.

Total Illicit 
Consumption

Sum of Domestic Illicit 
and Non-Domestic Illicit.

-

Total Consumption Legal Domestic Sales 
minus outflows 
of domestic duty-
paid cigarettes plus 
estimated Non-Domestic 
Legal consumption 
plus estimated Illicit 
Consumption.

The IT Flows Model estimates 
of consumption is 302.7 billion 
cigarettes for 2012. ‘Bottom up’ 
estimates of Total Consumption 
vary depending on the data 
used for smoking prevalence 
and average consumption of 
cigarettes; estimates using WHO 
Global Adult Tobacco Survey data 
from 2011 are well below IT 
model consumption estimates but 
estimates using Nielsen data are 
much closer. Population data are 
from the UN.

Annex A - Indonesia  |

Annex A: Indonesia
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Original source Calculation Comments

Legal Domestic 
Sales (LDS)

Confederation of 
Malaysian Tobacco 
Manufacturers (CMTM)

 -

Outflows of 
domestic duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-11 
markets used to 
identify Malaysia 
variant cigarettes. 

Malaysia variant cigarettes are 
identified in Singapore, but outflows 
to elsewhere are limited as Malaysia 
is a relatively high-cost market.

Legal Domestic 
Consumption (LDC)

Legal Domestic Sales 
minus outflows of 
legal sales.

Outflows of duty-paid cigarettes refer 
only to outflows to other Asia-11 
markets.

Total Non-Domestic 
inflows (ND)

Sum of Non-Domestic 
Legal and Non-
Domestic Illicit.

 -

Non-Domestic 
Legal (NDL)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

Maximum theoretical amount an 
individual can carry across a border. 
Calculation takes into account the 
fact that individuals need to be 
outside Malaysia for 72 hours before 
being allowed to bring in cigarettes. 
Passenger data from OE Tourism 
Model.

Non-Domestic 
Illicit

Based on Empty 
Pack Survey plus OE 
estimates.

-

Domestic Illicit Based on Empty 
Pack Survey plus OE 
estimates.

Domestic Illicit production is assumed 
to be zero in the IT Flows Model. 

Total Illicit 
Consumption

Sum of Domestic 
Illicit and Non-
Domestic Illicit.

-

Total Consumption Legal Domestic Sales 
minus outflows 
of domestic duty-
paid cigarettes 
plus estimated 
Non-Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model estimates of 
consumption is 23 billion cigarettes 
for 2012. This is broadly consistent 
with ‘bottom up’ estimates of Total 
Consumption based on smoking 
prevalence, average smoking rates 
and adult population. Population data 
are from the UN, smoking prevalence 
and consumption data are from the 
WHO Global Adult Tobacco Survey 
survey 2011.

|  Annex A - Malaysia
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Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

Philip Morris estimates 
based on excise tax-
paid data and industry 
exchange.

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-
11 markets used 
to identify Pakistan 
variant cigarettes. 

Zero outflows identified from Pakistan in other 
Asia-11 Empty Pack Surveys.

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic 
Sales minus 
outflows of legal 
sales.

Zero estimated outflows of duty-paid 
cigarettes so domestic sales and Legal 
Domestic Consumption are aligned.

Total Non-
Domestic 
inflows (ND)

Sum of Non-
Domestic Legal and 
Non-Domestic Illicit.

 -

Non-Domestic 
Legal (NDL)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

Maximum theoretical amount an individual 
can carry across a border. Passenger data from 
OE Tourism Model.

Non-Domestic 
Illicit

Based on Empty 
Pack Survey plus 
Pakistan retail audit 
and OE estimates.

Estimated illicitly imported Non-Domestic 
cigarettes are relatively modest as a share of 
consumption. Significant Unspecified element 
in Non-Domestic Illicit cigarettes. According to 
investigative media reports, Unspecified cigarettes 
may include Pine brand cigarettes entering 
Pakistan via the border with Afghanistan.

Domestic 
Illicit

Based on Empty 
Pack Survey plus 
augmentation for 
retail audit.

Domestic Illicit cigarettes in Pakistan are mostly 
domestically produced with around a 90% share 
for domestically produced illicit in total Illicit 
Consumption. 

Total Illicit 
Consumption

Sum of Domestic 
Illicit and Non-
Domestic Illicit.

-

Total 
Consumption

Legal Domestic 
Sales minus 
outflows of 
domestic duty-paid 
cigarettes plus 
estimated Non-
Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model estimate of consumption 
is 86 billion cigarettes for 2012. This is 
broadly consistent with ‘bottom up’ estimates 
of Total Consumption based on smoking 
prevalence, average smoking rates and adult 
population. Population data are from the UN, 
smoking prevalence is from Euromonitor and 
male consumption data are from the WHO 
FCTC report for Pakistan of 2009. It is assumed 
that average female consumption is the same 
as average male consumption of cigarettes.

Annex A - Pakistan  |
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Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

Philip Morris IMS 
based on shipments. 
Industry volume based 
on PMI estimate and 
Bureau of Internal 
Revenue Statement of 
Manufacturers’ ex-Factory 
withdrawals, adjusted for 
Philip Morris IMS.

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-
11 markets used to 
identify Philippines 
variant cigarettes. 

Limited Philippines market variant cigarettes 
found in other Asia-11 suggests a low 
amount of outflows of domestic duty-paid to 
Asia-11 markets. 

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic 
Sales minus 
outflows of legal 
sales.

Outflows of duty-paid cigarettes refer only 
to outflows to other Asia-11 markets and 
therefore could be an underestimate.

Total Non-
Domestic 
inflows (ND)

Sum of Non-
Domestic Legal and 
Non-Domestic Illicit.

 -

Non-
Domestic 
Legal (NDL)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

Maximum theoretical amount an individual 
can carry across a border. Passenger data 
from OE Tourism Model.

Non-
Domestic 
Illicit

Based on Empty 
Pack Survey plus OE 
estimates.

Estimated illicitly imported Non-Domestic 
cigarettes are low. 

Domestic 
Illicit

Estimate derives 
from a comparison 
of market shares of 
domestic producers 
in the retail audit 
and sales data.

Domestic Illicit cigarettes in the Philippines 
are believed to be mostly domestically 
produced (90%) based on local market 
intelligence.

Total Illicit 
Consumption

Sum of Domestic 
Illicit and Non-
Domestic Illicit.

-

Total 
Consumption

Legal Domestic 
Sales minus 
outflows of 
domestic duty-paid 
cigarettes plus 
estimated Non-
Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model estimate of consumption 
is 108.7 billion cigarettes for 2012. This is 
higher than that based on typical estimates 
of smoking prevalence and average 
consumption rates for the Philippines, e.g. 
using WHO Global Adult Tobacco Survey data 
from 2009. However, Total Consumption 
calculated using PMI Consumer Tracking and 
Segment Tracking survey data for smoking 
prevalence is 138 billion cigarettes and 
higher than the estimate from the IT Flows 
Model. Population data are from the UN.

|  Annex A - Philippines

Annex A: Philippines



99

Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

Tobacco Association of 
Singapore

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-
11 markets used to 
identify Singapore 
variant cigarettes. 

-

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic 
Sales minus 
outflows of legal 
sales.

Zero estimated outflows of duty-paid 
cigarettes so domestic sales and Legal 
Domestic Consumption are aligned.

Total Non-
Domestic 
inflows (ND)

Based on Empty 
Pack Survey plus OE 
estimates.

 -

Non-Domestic 
Legal (NDL)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

This is assumed zero as Singapore prohibits 
the import of cigarettes without paying duty.

Non-Domestic 
Illicit

Based on Empty 
Pack Survey plus OE 
estimates.

-

Domestic 
Illicit

Zero illicit 
production in 
Singapore.

-

Total Illicit 
Consumption

Based on Empty 
Pack Survey plus OE 
estimates.

-

Total 
Consumption

Legal Domestic 
Sales minus 
outflows of 
domestic duty-paid 
cigarettes plus 
estimated Non-
Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model suggests Total 
Consumption in Singapore is 3.5 billion 
cigarettes. A similar value for Total 
Consumption may be derived from an 
estimate using adult population, smoking 
prevalence and average smoking. Population 
data are from the UN, smoking prevalence 
and consumption data are from the Singapore 
Mental Health Study 2012 and the National 
Health Survey Report 2010.

Annex A - Singapore  |
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Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

IMS for Philip Morris 
brands. BAT, JTI and 
Imperial based on 
duty-paid. TTL based 
on production volume. 
From Tobacco Institute 
of the Republic of China.

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-
11 markets used 
to identify Taiwan 
variant cigarettes. 

Very limited number of Taiwan market 
variant cigarettes identified in other Asia-11 
markets.

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic Sales 
minus outflows of 
legal sales.

Negligible estimated outflows of duty-paid 
cigarettes so domestic sales and Legal 
Domestic Consumption closely aligned.

Total Non-
Domestic 
inflows (ND)

Based on Consumer 
Panel Survey plus OE 
estimates.

-

Non-
Domestic 
Legal (NDL)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

Maximum theoretical amount an individual 
can carry across a border. Passenger data 
from OE Tourism Model.

Non-
Domestic 
Illicit

Based on Consumer 
Panel Survey plus OE 
estimates.

Illicit cigarettes in Taiwan consist mostly of 
Illicit Whites but Taiwan Duty-Free are also 
significant.

Domestic 
Illicit

Zero illicit production 
in Taiwan.

Based on market intelligence, cheap whites 
identified in Taiwan are assumed to be 
produced abroad.

Total Illicit 
Consumption

Based on Consumer 
Panel Survey plus OE 
estimates.

-

Total 
Consumption

Legal Domestic Sales 
minus outflows 
of domestic duty-
paid cigarettes 
plus estimated 
Non-Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model suggests Total 
Consumption in Taiwan is 39.5 billion 
cigarettes. This is higher than estimates 
based on smoking prevalence, average 
consumption rates and population aged 15+. 
Population data are from the UN, smoking 
prevalence and consumption data are from 
Taiwan Department of Health (2011).

|  Annex A - Taiwan
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Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

Industry exchange with 
estimate for Thailand 
Tobacco Monopoly.

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-
11 markets used to 
identify Thailand 
variant cigarettes. 

Very limited Thailand variety cigarettes 
identified in other Asia-11 markets.

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic 
Sales minus 
outflows of legal 
sales.

Negligible estimated outflows of duty-paid 
cigarettes so domestic sales and Legal 
Domestic Consumption closely aligned.

Total Non-
Domestic 
inflows (ND)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

-

Non-Domestic 
Legal (NDL)

Based on Empty 
Pack Survey plus OE 
estimates.

Maximum theoretical amount an individual 
can carry across a border. Passenger data from 
OE Tourism Model.

Non-Domestic 
Illicit

Based on Empty 
Pack Survey plus OE 
estimates.

Counterfeit products account for around 20% 
of total Illicit Consumption but these are 
assumed to be produced abroad.

Domestic 
Illicit

Zero illicit 
production in 
Thailand.

Based on anecdotal evidence, Domestic Illicit 
production is more likely to take place across 
the border than in Thailand.

Total Illicit 
Consumption

Based on Empty 
Pack Survey plus OE 
estimates.

-

Total 
Consumption

Legal Domestic 
Sales minus 
outflows of 
domestic duty-paid 
cigarettes plus 
estimated Non-
Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model suggests Total 
Consumption in Thailand is 40.5 billion 
cigarettes. 

Annex A - Thailand  |
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Original source Calculation Comments

Legal 
Domestic 
Sales (LDS)

Vietnam Tobacco 
Association

 -

Outflows of 
domestic 
duty-paid 
cigarettes

Empty Pack Survey 
data in other Asia-11 
markets used to 
identify Vietnam 
variant cigarettes. 

Small number of Vietnamese market variant 
cigarettes identified in other Asia-11 markets.

Legal 
Domestic 
Consumption 
(LDC)

Legal Domestic Sales 
minus outflows of 
legal sales.

Outflows of duty-paid cigarettes refer only 
to outflows to other Asia-11 markets and 
therefore could be an underestimate.

Total Non-
Domestic 
inflows (ND)

Estimated using 
passenger data, 
smoking rates and 
personal allowance.

-

Non-
Domestic 
Legal (NDL)

Based on VTA survey 
plus OE estimates.

Maximum theoretical amount an individual 
can carry across a border. Passenger data 
from OE Tourism Model.

Non-
Domestic 
Illicit

Based on VTA survey 
plus OE estimates.

Vietnam is a large market for illicit imports. 
A significant part is classified as Unspecified 
and comprised of Jet and Hero brands.

Domestic 
Illicit

Zero illicit production 
in Vietnam.

-

Total Illicit 
Consumption

Based on VTA survey 
plus OE estimates.

-

Total 
Consumption

Legal Domestic Sales 
minus outflows 
of domestic duty-
paid cigarettes 
plus estimated 
Non-Domestic Legal 
consumption plus 
estimated Illicit 
Consumption.

The IT Flows Model estimate of consumption 
is 103.3 billion cigarettes for 2012. This 
is higher than that based on typical 
estimates of smoking prevalence and 
average consumption rates for the Vietnam. 
Population data are from the UN, smoking 
prevalence and consumption data are from 
WHO Global Adult Tobacco Survey (2010).

|  Annex A - Vietnam
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Market Brand

Australia Winfield 25s

Brunei Marlboro

Hong Kong Marlboro

Indonesia A Mild 16s

Malaysia Dunhill

Pakistan Morven Gold

Philippines Fortune

Singapore Marlboro

Taiwan Mild Seven

Thailand Krongthip

Vietnam Vinataba

Annex A - Most Sold Brands by Market, 2012  |
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Source Advantages Disadvantages

Empty Pack Surveys (EPS) – This 
involves collecting discarded empty 
cigarette packs and noting their 
markets of origin.

-   Cost effective and avoids biased 
answers from consumers.

-   Approach is (in principle) easily 
comparable across markets.

-   Avoids the problem of under-
reporting of smoking by consumers 
in consumer surveys.

-   May not be able to fully distinguish 
between legal and illegal packs in 
all cases (a problem shared with 
other methodologies).

-   Risk of sampling problems 
e.g. if areas sampled are 
unrepresentative. May be a 
particular problem in large and 
diverse countries or countries with 
inaccessible areas.

-   Does not cover homes, workplaces 
or rural areas in many cases.

Passer-by surveys – Interviewers 
stand in areas of heavy foot 
traffic, ask passers-by to show 
their cigarette packs, and note 
down whether they bear tax-paid 
markings/domestic labelling.

-   Direct method of assessing 
consumption patterns.

-  Legal situation with regard to 
purchasing illicit cigarettes may 
vary, affecting response rate and 
cross-country comparison; risk of 
being unrepresentative if under-
sampling e.g. elderly, women, rural 
populations, foreign nationals; well 
known that consumers under-report 
even legal consumption, so risk of 
downward bias.

Pack swap – Variant of the above 
where consumers are asked to 
exchange their cigarette packs for a 
reward.

-   Direct method of assessing 
consumption patterns. 

-   Can collect social and demographic 
data to adjust sample to be 
representative. 

-   Can cover rural areas also.

-   Relies on self-reporting of smoking 
habits to some extent. 

-   Smokers may still be reluctant 
to take part due to legal risks/
embarrassment. 

-   May not be wholly representative 
e.g. if varied response rate across 
social groups – weighting small 
samples of under-represented 
groups could magnify any sampling 
error.

Telephone interviews – 
Interviewers conduct telephone 
surveys, asking about smoking 
habits, including their purchases of 
illegal tobacco.

-   Can choose targeted respondents 
randomly, less risk of 
unrepresentative sample.

-   Downward bias from under-
reporting of smoking behaviour still 
likely to be a risk. 

-   Consumers may not know for sure 
if cigarettes they have smoked are 
illegal.

-   In poor countries, telephone survey 
unlikely to be representative due to 
low level of telephone connections.

|  Annex B - Other studies
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Source Advantages Disadvantages

Comparing consumption 
estimates with legal sales 
(‘bottom up’ approach) – 
This involves using data from 
consumption surveys (smoking 
prevalence rates, cigarettes smoked 
per day) and demographic data to 
produce a ‘bottom up’ estimate of 
total cigarette consumption. This 
can then be compared with data on 
legal sales and the difference (if the 
former is larger) can be seen as an 
estimate of illegal consumption.

-   Simple and direct approach of 
estimating consumption.

-   Normally relatively easy to collect 
data on legal sales. 

-   Provides an estimate of total 
Illicit Consumption including 
bootlegging.

-   Smoking prevalence data may be 
distorted downwards by under-
reporting especially in countries 
with social stigma against smoking.

Surveys/audits of retailers – This 
approach relies on the analysis 
of the inventory books of point of 
sales units belonging to a panel of 
retailers.

-   Direct collection of data at the 
retail level, may bypass problem 
of under-reporting of smoking 
behaviour.

-   Sample of retailers might be 
unrepresentative especially if retail 
industry is very fragmented. 

-   Retailers may not display illicit 
stock. 

-   May miss other channels of 
distribution other than legitimate 
retail.

Annex B - Other studies  |

Annex B: Other studies – continued



108

Methodology Advantages Disadvantages

Comparing import and export 
data – compare a market’s recorded 
imports of cigarettes with recorded 
exports of cigarettes to that market 
by trading partners. If the latter 
is larger, this may be evidence of 
smuggling.

-   Taxes on exports are rare so little 
incentive to under-report at the 
exporter end.

-   Data available from the UN 
COMTRADE database.

-   Relies on assumption that ‘lost’ 
tobacco exports are eventually 
smuggled into the market 
designated as the destination 
market (problematic with 
complex trade patterns involving 
intermediate ports, or with goods 
diverted offshore).

-   Other reasons for discrepancies 
besides smuggling: CIF versus FOB 
will tend to underestimate (can 
be adjusted for, though); time-lags 
in shipping/recording (can be 
accounted for); mismeasurement/
poor customs reporting standards 
(can do little about this).

-   Only provides an indication on 
large-scale smuggling and not 
bootlegging, so inappropriate for 
countries where latter is a problem.

-   Does not measure consumption 
of domestically-produced illegal 
cigarettes, only those imported, so 
not appropriate for countries where 
domestically-produced illicit is a 
major problem.

Extrapolating from seizures 
data – scale up reported seizures 
of illicit tobacco products to 
produce an estimate of overall 
illicit trade. A scaling factor of 10 
is sometimes used; Joossens & 
Raw (2002) suggest a possible 
seizure/interception rate of 10%. 
UNODC Globalization of Crime used 
interception rate of 7%, also for 
European trade, for wider range of 
Counterfeit products.

-   Uses actual data about the illicit 
market.

-   Unclear what conversion factor 
should be use to scale up 
seizures data. Interception rate is 
unobservable and might also vary 
across countries and through time 
as customs effort/procedures vary. 
As a result, estimates based on this 
method are likely to be subject to a 
high margin of error and cross-
country comparisons using this 
method are likely to be unreliable.

-   While seizures data may be useful 
for spotting trends in the size 
of the illicit market, its value for 
estimating the level of illicit trade 
may be limited.

-   Joossens’ & Raw’s suggested 10% 
interception rate is for European 
countries – for Asian countries, 
which are far more diverse, 
interception rates could vary 
substantially. 
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Methodology Advantages Disadvantages

Econometric estimates – estimate 
an econometric model of cigarette 
consumption as a function of price, 
income, etc., in a context where 
we know illegal consumption 
is virtually non-existent (e.g. 
in isolated countries with no 
domestic production), i.e. where 
we can assume that legal sales = 
consumption; then apply this model 
out-of-sample to predict cigarette 
consumption in countries where 
smuggling is an issue, and take the 
difference between the predicted 
value and legal sales as an estimate 
of Illicit Consumption.

-   Could avoid under-reporting 
problem of consumption survey 
approaches, should include all 
forms of illicit.

-   Relatively complex approach with 
higher data and computational 
requirements compared to other 
approaches; relies on assumption of 
out-of-sample validity of estimated 
demand curve (what if demand 
functions differ in countries with 
smuggling?).

Annex B - Other studies  |
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Using national data on smoking prevalence, estimated consumption 
undershoots legal sales considerably. Using alternative prevalence data 
constructed using Livingston et al (2013) suggests an illicit share of 4.7% (0.9 
billion cigarettes). The national data on smoking prevalence and estimated 
daily consumption of cigarettes comes from 2010, and is therefore older than 
the data from the Empty Pack Survey.

Euromonitor Euromonitor estimates an illicit share of 3.4% (0.66 billion cigarettes based on 
2012 legal sales). The methodology, sampling and coverage are unknown, so it 
is difficult to assess the robustness of this estimate.

Consumer survey Analysis by Deloitte of a survey of consumers carried about by Roy Morgan 
Research suggests an illicit share of 10.5% of legal tobacco market  
(as opposed  to Total Consumption).

Household survey An estimate by Quit Victoria based on the National Drug Strategy Household 
Survey suggests an illicit share of around 2.5%. However, possible weaknesses 
of this survey include the generation of its results from a ‘drop and collect’ 
self-completed questionnaire (risking unrepresentativeness) and the fact that 
its definition of illicit loose tobacco may be insufficiently broad.

|  Annex B - Other estimates
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

This approach suggests an illicit share of 87% (0.25 billion cigarettes) – close 
to the Empty Pack Survey result. This is based on an estimated consumption 
per day of 15 cigarettes (official data not available). The lack of official 
data on estimated consumption of cigarettes is a significant weakness of 
this approach, making it inferior to the Empty Pack Survey as a means of 
estimating the size of the illicit market in Brunei.

Source: Oxford Economics 

Brunei: Alternative estimates of Illicit Consumption
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Comparing estimated consumption with legal sales. Construct a ‘bottom up’ 
estimate of Total Consumption as adult population x adult smoking prevalence 
x average consumption of cigarettes per day x 365, and compare this estimate 
with legal sales figures. This approach yields an estimate for the illicit share 
of 25%, or around 1 billion cigarettes (based on 2012 legal sales). The Oxford 
Economics estimate here includes an estimate also for consumption by 
tourists (based on passenger arrivals, smoking prevalence and average length 
of stay, data from OE Tourism Model). This estimate uses older data than 
the Empty Pack Surveys, which date from 2012 – smoking prevalence and 
cigarette consumption data are from Hong Kong Thematic Household Survey 
No.48 August 2011.

Euromonitor Euromonitor estimates an illicit share of 33.1% (1.5 billion cigarettes based 
on 2012 legal sales). The methodology, sampling and coverage are unknown, 
therefore it is difficult to assess the robustness of this estimate.

Pack Swap A pack swap survey by BAT estimates the illicit share at 39% (around 2 billion 
cigarettes based on 2012 legal sales).

|  Annex B - Other estimates
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

-  Using Global Adult Tobacco Survey data and UN population data, estimated 
consumption is less than legal sales, implying no evidence of substantial 
illicit share.

-  An academic study by Ahsan et al. (2004) using this methodology suggests 
an illicit share in Total Consumption of around 10% (33 billion cigarettes 
based on 2012 legal sales).

-  The consumption-based alternative estimates are problematic, being very 
sensitive to the smoking prevalence data used.

Euromonitor Euromonitor estimates an illicit share of 8.1% (26 billion cigarettes). The 
methodology, sampling and coverage are unknown therefore it is difficult to 
assess the robustness of this estimate.

Annex B - Other estimates  |
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

-  This approach suggests an illicit share in Total Consumption of around 33% 
(or 7.3 billion cigarettes) – very close to the Empty Pack Survey estimate. 
However, the data for smoking prevalence and daily cigarette consumption 
are older than the data used in the Empty Pack Surveys – the source for the 
smoking prevalence and daily cigarette consumption data is the WHO Global 
Adult Tobacco Survey survey of Malaysia 2011.

-  An academic estimate by Hajinoor (2012) using this methodology suggests 
an illicit share of 17% (2.9 billion cigarettes) but the data used is much older 
(to 2006) and the share of illicit trade is believed to have increased since 
then. The industry estimate for illicit trade quoted in this article for 2006 was 
21%.

Euromonitor Euromonitor estimates an illicit share of 40% (9.7 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

|  Annex B - Other estimates
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

This approach suggests an illicit share in Total Consumption of around 33%, 
higher than the OE estimate based on the Empty Pack Survey (from Q4 2011) 
and the retail audit (from 2012). However, the data underlying the ‘bottom up’ 
approach are less timely – the source for smoking prevalence is Euromonitor 
and for daily cigarette consumption data is the WHO Framework Convention 
on Tobacco Control Pakistan Country Report for 2009. We assumed that 
female consumption per day is the same as male consumption.

Euromonitor Euromonitor estimates an illicit share of 33.1% (31.7 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

Pakistan: Alternative estimates of Illicit Consumption

Source: Oxford Economics 
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Using Global Adult Tobacco Survey data on smoking prevalence and daily 
cigarette consumption and UN population data, estimated consumption is 
less than legal sales, implying no evidence of substantial illicit share. However, 
this estimate is based on older data than either the Empty Pack Survey or the 
comparison of retail audit and sales data used to form the basis of the OE 
estimate, which date from 2011 and 2012 respectively. The source of data for 
smoking prevalence and daily cigarette consumption is the WHO Global Adult 
Tobacco Survey survey for the Philippines from 2009.

Euromonitor Euromonitor estimates an illicit share of 17% (20.9 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

|  Annex B - Other estimates

Source: Oxford Economics 

Philippines: Alternative estimates of Illicit Consumption
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Comparing estimated consumption with legal sales. Construct a ‘bottom up’ 
estimate of Total Consumption as adult population x adult smoking prevalence 
x average consumption of cigarettes per day x 365, and compare this estimate 
with legal sales figures. This approach yields an estimate for the illicit share 
of 21%, or around 0.7 billion cigarettes (based on 2012 legal sales). The 
estimate here includes an estimate also for consumption by tourists (based on 
passenger arrivals, smoking prevalence and average length of stay. Data from 
OE Tourism Model). One drawback with this approach is that the underlying 
data are not as timely as that in the Empty Pack Survey (which dates from 
Q2 2012) – smoking prevalence and cigarette consumption data are from 
Singapore Mental Health Study 2012 and the National Health Survey Report 
2010.

Euromonitor Euromonitor estimates an illicit share of 5.2% (0.1 billion cigarettes based on 
2012 legal sales). The methodology, sampling and coverage are unknown, 
therefore it is difficult to assess the robustness of this estimate.

Annex B - Other estimates  |
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Using data on smoking prevalence and average daily consumption of 
cigarettes, plus UN population data, a ‘bottom up’ estimate of cigarette 
consumption can be made which can then be compared with legal sales. 
Using this approach, estimated consumption is less than legal sales, implying 
no evidence of substantial illicit share. However, the data underlying this 
approach are less timely than those used in the Consumer Panel Survey which 
forms the basis of the OE estimate of Illicit Consumption (which dates from 
Q2 2012). The data on smoking prevalence and average daily consumption of 
cigarettes come from the Taiwan Department of Health Survey from 2011.

Euromonitor Euromonitor estimates an illicit share of 13.5% (5.5 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

Consumer survey Lee & Chen survey (2006) suggested one-third of respondents had used 
illicit cigarettes, of which 20% regularly. Assuming daily consumption of 15 
cigarettes implies an illicit share of 3.4% or 1.3 billion cigarettes. This estimate 
is based on much older data than the Consumer Panel Survey which forms the 
basis of the OE estimate of Illicit Consumption.

|  Annex B - Other estimates

Source: Oxford Economics 

Taiwan: Alternative estimates of Illicit Consumption

Annex B: Other estimates

Taiwan
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Source Comment

Comparing import and export data This approach suggests an illicit share in Total Consumption of around 9.5% 
(or 4.1 billion cigarettes). A similar approach using older data by Pavananunt 
(2011) finds an estimated illicit share of around 10%. This methodology has 
considerable drawbacks and is considered less robust than the Empty Pack 
Surveys. It assumes that the difference between imports of cigarettes recorded 
by a market and exports of cigarettes to that market reported by trading 
partners represents smuggling. However, if this were so then the smuggled 
in cigarettes should be identified by Empty Pack Surveys also. In practice, 
it is possible that some cigarettes are shipped on to another destination. 
In addition, this approach does not measure consumption of domestically-
produced illegal cigarettes, only those imported, so is not appropriate for 
countries where domestically-produced illicit is a major problem.

Euromonitor Euromonitor estimates an illicit share of 3% (1.2 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

Source: Oxford Economics 

Thailand: Alternative estimates of Illicit Consumption

Annex B - Other estimates  |

Annex B: Other estimates

Thailand 
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Source Comment

Comparing consumption estimates 
with legal sales (‘bottom up’ 
approach)

Using data on smoking prevalence and average daily consumption of 
cigarettes, plus UN population data, a ‘bottom up’ estimate of cigarette 
consumption can be made which can then be compared with legal sales. 
Using this approach, estimated consumption is less than legal sales, implying 
no evidence of substantial illicit share. However, the data underlying this 
approach are less timely than those used in the Vietnam Tobacco Association 
estimate which forms the basis of the OE estimate of Illicit Consumption 
(which dates from 2012). The data on smoking prevalence and average daily 
consumption of cigarettes come from the WHO Global Adult Tobacco Survey 
survey for Vietnam from 2010.

Euromonitor Euromonitor estimates an illicit share of 16.1% (15.9 billion cigarettes). The 
methodology, sampling and coverage are unknown, therefore it is difficult to 
assess the robustness of this estimate.

Empty Pack Survey The Empty Pack Survey of 2011 conducted in urban areas only (15 cities) 
suggested a Non-Domestic share over 30%. One drawback with this survey 
was its geographical scope, which was limited to urban areas only.

|  Annex B - Other estimates

Source: Oxford Economics 
Note: VTA estimate used as basis for OE estimate.

Vietnam: Alternative estimates of Illicit Consumption

Annex B: Other estimates

Vietnam
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Preliminary
sizing of
domestic
market

Preliminary
sizing of

trade flows

Iteration
in the

cross-country
flows model

STAGE 1 STAGE 2 STAGE 3

Methodology: Overview
  We have developed a methodology for quantifying Illicit Consumption of cigarettes 
and the associated tax losses in a selected group of 11 Asian markets. Our approach 
combines multiple data sources and a custom-built analytical model of cigarette flows.

  The methodology initially builds an estimate of Total Consumption of cigarettes from data on Legal 
Domestic Sales of cigarettes in each market, based on estimates of outflows of domestic duty-
paid cigarettes, inflows of Non-Domestic Legal cigarettes and estimates of Illicit Consumption 
(Stage One). It then maps trade flows for each market (Stage Two) and iterates to ensure that 
there is consistency of estimates of different components of cigarette consumption in each 
market and consistency of modelled trade flows between countries (Stage Three).

  We have developed an IT Flows Model to estimate Illicit Consumption in markets and trade flows 
between Asia-11 markets. The IT Flows Model ‘iterates’ to ensure consistency between inflows and 
outflows by country, leading to a refinement of estimates of the incidence and volume of flows.
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Measure Legal 
Domestic Sales

(LDS)

Subtract outflows
of duty-paid 

cigarettes to other 
markets to get 
Legal Domestic 

Consumption (LDC)

Add NDL to
Legal Domestic 

Sales to derive legal 
consumption

Estimate total 
Illicit Consumption 

to derive Total 
Consumption

Primary source
IMS data

Secondary source
Euromonitor

Tax receipts &
government data

Primary source
EPS and other 

surveys in 
destination markets

Secondary source
Surveys and expert 

opinion

Primary source
EPS, Passenger 

arrivals and Duty-
Free allowance

Secondary source
Consumer surveys, 

Duty-Free sales

Primary source
EPS for

Non- Domestic 
Illicit

Secondary source
Consumer surveys, 

retail audits and 
expert opinion for 

Domestic Illicit

Check with consumption 
estimates based on smoking 

prevalence, average consumption 
and adult population

Methodology: Stage 1 – 
Preliminary sizing of domestic market
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  In the IT Flows Model, Total Consumption estimates are built up from data on Legal Domestic Sales of 
cigarettes in each market and estimates of outflows of domestic duty-paid cigarettes, inflows of Non-Domestic 
Legal cigarettes and estimates of Illicit Consumption (both Domestic Illicit and Non-Domestic Illicit).

LEGAL DOMESTIC SALES

- OUTFLOWS OF duty-paid CIGARETTES [sourced from Empty Pack Surveys] 

=LEGAL DOMESTIC CONSUMPTION

+ NON-DOMESTIC CONSUMPTION [sourced from Empty Pack Surveys and other sources], including:

  NON-DOMESTIC LEGAL CONSUMPTION [sourced from Empty Pack Surveys and other sources]
   NON-DOMESTIC ILLICIT CONSUMPTION [obtained by subtracting Non-Domestic Legal consumption from 

total Non-Domestic volume]

+ DOMESTIC ILLICIT CONSUMPTION [sourced from retail audits and expert opinion]

=TOTAL CONSUMPTION

  This estimate is compared to estimates of Total Consumption derived from adult population, smoking 
prevalence and average consumption.

Methodology: Total Consumption
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Methodology: Estimating Non-Domestic 
Legal (NDL) flows
  A Non-Domestic pack found in a given market is not necessarily an illicit pack. Such a pack may be 
there legally as a result for example of purchases of Duty-Free products by travellers from airport duty-free 
shops or duty-paid products brought by tourists from their country/market of origin.

  In some special cases, Non-Domestic packs are assumed to be illicit, for example in Singapore and Brunei 
where personal imports of cigarettes without payment of duty are not permitted. In other cases, an 
estimate needs to be made of the theoretical maximum legal personal imports for a given market and 
this can then be netted off from the estimated volumes of Non-Domestic cigarettes found in that market.

  The approach used in this report is to estimate the theoretical maximum legal duty-free personal imports 
using passenger data, smoking prevalence in tourists’ country/market of origin and the passenger duty-
free import allowance limit. Data for tourist numbers were taken from the OE Tourism Model, smoking 
prevalence data were from the OECD, WHO and national surveys, and population data were taken from  
the UN.

The steps involved are as follows –
  Step 1: Calculating adult tourist numbers – these are collected for 2012 for the main countries 
providing tourists (usually around 20 countries) with a residual rest of the world category defined as total 
tourist arrivals minus the sum of tourists from the main countries. For the purpose of this regional report, 
the number of adult tourists is estimated in each case by scaling the total tourist numbers by the share of 
the population in each market which is 15 years or above.

  Step 2: Scaling for smoking prevalence – for each market providing tourists, smoking prevalence data is 
collected and used to further scale the number of passengers. For each market we now have an estimate 
of ‘adult tourists who are smokers’.

  Step 3: Applying the duty-free allowance – for each country, the estimated number of adult smoking 
tourists is multiplied by the passenger duty-free import allowance limit (e.g. 50 cigarettes). We now have 
an estimate of the theoretical maximum duty-free inflows associated with each market providing tourists 
in 2012.

  Step 4: Aggregation – the individual market estimates from step 3 are aggregated into a total estimated 
theoretical maximum level of legal personal imports of cigarettes. 
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1Consumer panel survey in Taiwan

 ILLICIT CONSUMPTION is defined as –

NON-DOMESTIC ILLICIT CONSUMPTION + DOMESTIC ILLICIT CONSUMPTION

  The primary sources for estimating Illicit Consumption in the Asia-11 markets were the Empty Pack 
Surveys1. These provided an estimate of the Non-Domestic share in Total Consumption for each market. From 
this, an estimate of Non-Domestic Illicit Consumption can be derived by adjusting for maximum legal personal 
imports. Volume estimates for non-domestic flows (legal and illicit) can be generated by applying the shares 
data to Legal Domestic Sales.

  For some markets, other sources were also used to estimate Illicit Consumption. This was necessary in 
cases where the Empty Pack Surveys were considered insufficiently representative or where they would be 
unlikely to fully capture a key element of Illicit Consumption such as Domestic Illicit or illicit loose tobacco 
(chop chop) in Australia.

  In some markets, Empty Pack Survey estimates were combined with other estimates to produce a ‘hybrid’ 
estimate of Illicit Consumption.

  Alternative sources used for estimates of Illicit Consumption included –

   Retail audits: Pakistan, Philippines (for estimation of Domestic Illicit), Vietnam (estimates by Vietnam 
Tobacco Association).

   Other surveys: Australia (Deloitte survey for chop chop use).

   We also sought to corroborate our estimates of Illicit Consumption where possible by reference 
to other studies and estimates including ‘bottom up’ estimates of consumption and other academic 
studies (see Annex B).

  Market variant cigarettes identified in the Empty Pack Survey of other markets are used to estimate the outflow 
of Legal Domestic Sales.

Methodology: Illicit Consumption
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Methodology: Stage 2 – 
Preliminary sizing of trade flows

Legal outflows

Primary source
UN Comtrade

Passenger arrivals 
and duty-free 

allowance for NDL
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Government data 
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and Taiwan)
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Illicit outflows Legal inflows Illicit inflows

Primary source
Empty Pack
Surveys in 
destination

markets

Primary source
UN Comtrade

Estimated NDL

Secondary source
Government data 
(for Hong Kong, 

Singapore
and Taiwan)

Primary source
Empty Pack
Survey with 

estimated NDL
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Pack swaps, 
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expert opinion
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Methodology: Stage 3 – 
Iteration through IT Flows Model

BO
RD
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Domestic legal 
production
• EPS 
• Other data

Consumption of legal
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• Survey/Expert Information

Consumption of illicit
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• Derived from consumption



129Methodology: Stage 3  |

Other countries

BO
RD

ER

Outflow/Export
• Foreign EPS 
• Survey/Expert Information

Outflow
• Foreign EPS 
• Survey/Expert Information

Inflow of legal
• Derived from consumption data

Inflow of illicit
• Derived from consumption data

Country A

Country B

Country C

Country 1

Country 2

Country 3
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Methodology for estimating tax losses
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Country/market Excise tax 
structure 2012

Basis for calendar 
year excise tax loss 
estimation

Basis for VAT/
GST/sales tax loss 
estimation

Earmarked tax

Australia Single-tier specific 
(de facto)

Average excise rate 
for cigarettes and 
roll-your-own prior and 
post the February and 
August 2012 excise tax 
increases

Based on the GST 
applied to most 
sold brand of 
cigarettes and roll-
your-own

N/A

Brunei Single-tier specific 2012 excise rate N/A N/A

Hong Kong Single-tier specific 2012 excise rate N/A N/A

Indonesia Multi-tier specific 2012 excise rates 
per tier - reflecting 
annualised tax tier 
shares

Based on the VAT 
applied to most 
sold brand

N/A

Malaysia Single-tier mixed 2012 excise rate on 
most sold brand

Based on the sales 
tax applied to most 
sold brand

N/A

Pakistan Multi-tier mixed Average excise rates per 
tax tier prior and post 
the July 2012 excise 
tax increase - reflecting 
annualised tax tier 
shares

Based on the 
average sales tax 
taking into account 
the annualised tax 
tier shares

N/A

Philippines Multi-tier specific 2012 excise rates 
per tier - reflecting 
annualised tax tier 
shares

Based on VAT 
average of Marlboro 
and most sold 
brand

N/A

Singapore Single-tier specific 2012 excise rate Based on the VAT 
applied to most 
sold brand

N/A

Taiwan Single-tier specific 2012 excise rate Based on the VAT 
applied to most 
sold brand

Health surcharge

Thailand Single-tier ad-
valorem

Average excise rates for 
most sold brand prior 
and post August 2012 
excise tax increase

Based on the VAT 
applied to most 
sold brand

Health, TV and 
Provincial tax on 
most sold brand

Vietnam Single-tier ad-
valorem

2012 excise rate on 
most sold brand

Based on the VAT 
applied to most 
sold brand

N/A

Methodology: Estimating tax losses 
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