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Abstract

Tax measures on e-cigarette (e-cig) have widely been conducted by several
countries but it has still not been implemented in Thailand anymore. If the ban on
e-cig will be cancelled in future, a preparation to study on how to design the proper
tax measure on the e-cig for Thailand case, guideline for conducting and controlling
to the e-cig, therefore; the document research will be conducted by focusing on
learning experiences of countries who have implemented the tax measures on the
e-cig and then, summarize into 5 aspects as follows: (1) Types and assessment
method of tax measure (2) Tax income collected (3) Restricted access to the e-cig
(4) Reduction demand for the e-cig (5) Substitution between the e-cig and the
conventional cigarette. All of these would be expected to obtain dataset and policy
recommendation for Thailand case. By principle, the excise tax is designed directly
for government income purpose as well as government tools to directly conduct
and decrease some specific products caused negative externalities to society and
public health.

The World Health Organization (WHO) first held a conference focused directly
on the e-cig at 2014, called as the WHO FCTC, which consist of 179 members
participated in the conference. The key points of conference was that each member
country would pay more attention on the e-cig as well as preparing to implement
appropriated measure concerned. The policy domain involved to conduct the e-cig
is as follows: (1) Minimum age involved restriction (2) Sale and purchase control
measure (3) Financial sponsor and marketing promotion control (4) Product labelling
control (5) Product standardization measure (6) Business report to government
agency measure (7) Vape-free in public place measure and (8) E-cigarette tax. At the
end of 2020, only 17 countries have implemented the e-cig tax measure even these
tax measures have not been implemented comprehensively.

According to document reviewed especially from US studies, when price of

the e-cig is increased by 10 per cent, the demand for the e-cig would probably be
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reduced by 10-18 per cent. The excise tax on the e-cig would probably be collected
to 3 tax bases which are e-liquid, the e-cig equipment and its accessories.
Theoretically, excise tax could be assessed into 3 types which are specific tax, ad
valorem tax and Hybrid type. However, the major concerned of the e-cig measure
practically is the tax payment point because each entrepreneur could be
categorized as manufacture, as wholesale or even as retailer simultaneously.

The second issue concluded is that how to design to tax on all type of the e-
liquid efficiently which apply the volume as the tax base, meanwhile; tax imposing
on the e-cig equipment, which has been already defined internationally, would have
been taxed and assessed by ad valorem rate, unless the e-cig equipment must not
be taxed. The specific tax rate is appropriate for the same standard equipment ie.,
tube or stick shape. For the new types of the e-cig equipment, the tax measure
should be designed by base on the equalization of average tax rates applied to
several product types. Furthermore, if the e-cig would be encouraged smokers to
achieve the harm reduction purpose the tax rate on the e-cig should be lower than
the conventional products to encourage smokers as well as the tax collection point
should be more appropriate on the retail stage. Lastly, there are no exactly
conclusions to tax on the accessories and the e-cig components at present.

The third issue relates to legal mechanism to conduct the e-cig of countries in
the world which can be categorized into 4 types: (1) develop all new legal
mechanism (25 countries) (2) amendment the existing legal mechanism (only 7
countries) (3) conduct only the existing legal mechanism (22 countries) and (4) both
conduct the existing and modify some articles of the legal mechanism (14 countries).
However, the excise tax measure applied for the e-cig has not been intensively
conducted.

The fourth issue is about the access restriction for youth, there are some
indications that prohibition on the scent e-liquid purchase might influence to youth

but there is no effect to adult at all. Furthermore, the e-cig and the conventional
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cigarette have tendency to be substituted product, thus, tax on the e-cig would
directly reduce demand for the e-cig but there would have tendency to increase
the conventional cigarette, especially to youth smokers.

The fifth issue is the tax measure of the EU and other countries, except for the
US, some member countries of EU have applied the specific tax rate to volume as
the tax base of e-liquid meanwhile; there is a few member to apply the hybrid form.
Not only is the tax rate of the e-cig of the EU more intensive than the US but also
no harmonization of tax rates. Only South Korea has applied the excise tax and
additional tax on waste posed from the e-cig. Among ASEAN, there are no any excise
tax measure applied presently to the e-cig, except only for Indonesia. Lastly, market
value of e-cig in ASEAN has grown overtime including Australia

Next issue is how to evaluate the excise tax measure to the e-cig. Most of
research works focus mainly on elasticity concept including the own-price and cross-
price elasticities. Most of research work revealed that the own-price elasticity is
elastic, whereas the cross-price elasticity between conventional cigarette and the e-
cig is positive value, which mean the substitute product. If there is an increasing on
excise tax of the e-cig it could lower demand for the e-cig, meanwhile; there would
be an increasing on demand for conventional cigarette. There is a few research works
focus on tax revenue collected from the e-cig.

For the case of Thailand, if the excise tax will be imposed legally to the e-cig,
how can assess the impacts on demand for e-cig, demand on conventional cigarette
and the estimated tax revenue collected. There are 2 possible alternative scenario
called conservative and non-conservative cases. The simulated result revealed that
if the tax rate imposed on the e-liquid is on 5-10 per cent, total market value will
be expected to reduce by 4.59 and 9.18 per cent no matter the conservative and
the non-conservative cases, respectively.

In case of the Excise department to achieve its plan to raise tax rate on the
conventional cigarette by 40 per cent in near future, it will be anticipated to increase
the total market value of the e-cig by 6.88 per cent no matter the conservative and

the non-conservative case estimation



viii

Lastly, it involves the expected tax revenue collected when the excise tax will
be imposed legally to the e-cig and the e-liquid. For the conservative case, if the tax
rate is 10 per cent then, the total estimated tax revenues collected is supposed to
6.87-10.0 per cent of total market value, but if the tax rate is 40 per cent then, the
total estimated tax revenues collected is supposed to 12.08-15.55 per cent of total
market value. In conclusion, the conservative case, the total estimated tax revenue
will be on 6.87-15.55 per cent of total market value, meanwhile; for the non-
conservative case, the total estimated tax revenue will be on 8.75-21.48 per cent of
total market value.

Research suggestions is as follow: Government goal toward the e-cig must be
obvious to design transparent tax collection methods, in addition, the advance
technology of Block Chain would be applied to tax collection method to serve for
the development of the products. Government should play more attentions to
encourage more economic research on the e-cig as well as try to update the

estimated total market value and more study on the elasticity demand of the e-cig.



