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Abstract
Background  One of the most significant barriers to tax 
reform and tax rate increases in Vietnam is the threat 
of illicit trade promulgated by the tobacco industry. 
The industry argues that higher taxes will stimulate 
smuggling, thereby undermining tax policy objectives 
and impairing the domestic tobacco manufacturing. 
Unfortunately, there is a dearth of updated and 
independent studies to verify this claim and inform the 
tax reform in the country.
Objectives  The present paper attempts to generate 
new estimates of the illicit consumption and compare 
them to a prior study to ascertain the changes in the 
levels of the illicit trade after a tobacco excise tax 
increase.
Methods  The study uses primary data collected from 
the Tobacco Consumption Survey in late 2017. It is a 
multistage cluster random household survey, covering 
a sample size of over 2700 smokers, and purposively 
designed to make its results comparable to prior 
estimates, which have been done before the tax increase. 
Particularly, we collect packs from selected smokers and 
perform careful inspection to identify the prevalence 
of illicit products. In addition to the consumption, we 
collect data on brand choices, cigarette prices, the types 
of stores that the smokers bought their cigarettes, as 
well as their socioeconomic characteristics. They allow 
us to determine the regional variation of the illicit trade, 
identify the main illicit cigarette brands, compare the 
prices of the licit and illicit cigarettes, and examine the 
main sources of the illicit cigarettes. Incomes of the licit 
and illicit cigarette smokers are also compared.
Results  Contrary to the tobacco industry’s predictions, 
our estimates demonstrate that the level of the illicit 
trade declined even after the increase of taxes imposed 
on tobacco products in Vietnam. The illicit cigarettes 
account for only about 13.72% of the total cigarette 
consumption in Vietnam in 2017, lower than the 20.7% 
estimate in 2012 done by the previous study. The illicit 
cigarettes are heavily concentrated in the southern 
provinces of Vietnam bordering Cambodia, and locally 
accessible to the smokers from grocery stores. Jet and 
Hero are the two most popular brands, representing 
over 80% of total illicit consumption in the country. 
Interestingly, the illicit cigarettes are on average more 
expensive than the illicit products in Vietnam, unlike 
many other countries where the former are typically 
cheaper than the latter. Consequently, as is to be 
expected, the illicit cigarette smokers tend to earn higher 
incomes than those smoking the licit products.
Conclusions  Raising the taxes levied on tobacco 
does not necessarily cause higher illicit consumption in 
Vietnam as widely stated by the tobacco industry. The 
Government of Vietnam should recognise the tobacco 
tax policy as the most effective and cost-effective 
tobacco control measure and establish a clear road 

map of progressive tobacco excise tax increases so that 
total tax levied on tobacco accounts for at least 75% of 
retail price as suggested by the WHO to reduce smoking 
prevalence in the country.

Introduction
Smoking remains a serious public health problem 
in Vietnam despite the fact that Vietnam became 
a party to the WHO Framework Convention 
on Tobacco Control as early as 17 March 2005, 
and the government has taken various measures 
to reduce tobacco consumption. The country is 
ranked among those with the highest smoking 
prevalence worldwide. About 15.6 million adults 
smoke tobacco, and among them, 12.6 million 
adults smoke cigarettes, accounting for approxi-
mately 22.5% and 18.2% of the adult population in 
Vietnam in 2015, respectively.1 Furthermore, about 
40 000 people are dying in Vietnam each year due 
to tobacco-related illnesses, and without proper 
measures, this is estimated to reach 70 000 deaths 
per year by 2030.2

Raising tobacco taxes has proven to be the 
most effective and cost-effective way of reducing 
smoking,3 and the WHO recommends that the 
tobacco taxes in total should account for at least 
75% of the retail price.4 Unfortunately, the taxes 
imposed on tobacco remains modest in Vietnam. In 
addition to a valued-added tax of 10% of the retail 
price, domestically manufactured tobacco is subject 
to an excise tax. The excise tax was increased to 
70% of ex-factory prices starting in January 2016, 
and to 75% in January 2019. It is Vietnam’s practice 
of using ex-factory prices that makes the tax rate 
seem high. Under this scheme, however, the excise 
tax can be manipulated by undervaluing the ex-fac-
tory prices, which is exactly what is happening in 
Vietnam.5 Consequently, the current total tobacco 
tax accounts for only about 36% of the retail price 
of the most popular cigarette brand in Vietnam.4

One of the most significant barriers to tax reform 
and tax rate increases is the threat of illicit trade 
promulgated by tobacco industry. The industry 
argues that higher taxes will result in increases in 
the illicit consumption, thereby undermining the 
tax policy objectives and impairing the domestic 
tobacco manufacturing. This prediction runs 
contrary to the prevailing evidence found in many 
developed and developing countries that increases 
in tax rates have not undermined the policy objec-
tives.6 Unfortunately, most of previous studies were 
either directly funded or indirectly related to the 
tobacco industry, which overestimates the illicit 
trade level and government tax revenue loss to 
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oppose raising tobacco tax.7 Updated and independent studies 
to provide objective and reliable estimates of the illicit consump-
tion in Vietnam are of critical shortage, deterring the Govern-
ment of Vietnam from putting forward more radical tax reform 
agenda. Consequently, the tobacco taxes remain relatively low 
in the country.

Only two studies have attempted to provide objective estimates 
of the problem. Focusing on an earlier period from 1990 to 2010 
Nguyen et al8 used two methods to estimate illicit consumption 
in the country. They first compare consumption estimates from 
different national household surveys (ie, the Vietnam Living 
Standards Survey in 1998, the Vietnam Household Living Stan-
dard Survey in 2006, the Vietnam National Health Survey in 
2002 and the Global Adult Tobacco Survey in 2010) with ciga-
rette tax data acquired from the government. They then estimate 
the difference between Vietnam’s officially recorded imports 
and exports to the country as officially recorded by each of its 
trading partners. Their two methods yield significantly different 
estimates of illicit trade. The results of their first method are 
sensitive to the assumed levels of consumption under-reporting, 
highly variant across years (ranging from as low as 0.66% to as 
much as 20.19% of total consumption) and even turn negative in 
2010. The second method in general produces higher estimates 
(11.4%–21.1%).

Nguyen et al9 use a different and preferred approach, relying 
on primary data collected from the nationally representative 
Vietnam Illicit Trade Assessment in 2012 (VITA 2012). The 
illicit consumption is identified by examining smokers’ cigarette 
packs. Their results, which will be discussed in more details later 
in this paper show that the illicit trade accounts for about 20.7% 
of the total domestic consumption in 2012. These two studies, 
though very useful, may not be directly relevant for the current 
debate on a tobacco excise increase as they focus on the period 
before the Government of Vietnam embarked on the tobacco 
tax reform in 2014 and implemented the tax increase in 2016.

This study aims to meet the critical demand for reliable data 
in service to the current policy debate. The increase in the ad 
valorem excise tax rate in 2016 provides a unique opportu-
nity to assess the effect of the tax increases on the illicit trade 
in Vietnam. The research attempts to generate new estimates 
of the illicit consumption in the country and compare them to 
prior estimates to ascertain changes in the levels of the illicit 
trade before and after the tobacco excise tax increase. It also 
measures geographical variation in the illicit trade, particularly 
in the context of proximity to borders, associations between the 
illicit consumption and socioeconomic factors, as well as changes 
in the patterns of the illicit trade including the source of product 
and price points. The findings derived from the study are critical 
to inform and to support ongoing tax policy discussion in the 
Ministry of Finance and National Assembly in the country.

Data and methodology
The study uses primary data collected from the Tobacco 
Consumption Survey in 2017 (TCS 2017). Specifically, it is a 
household survey, covering a sample size of over 2700 smokers. 
The target population consists of men and women aged 18 years 
and above, who currently smoke manufactured cigarettes at least 
once a week. The survey is designed to measure the illicit trade 
in Vietnam, and to make its results comparable with the VITA 
2012.9

In order to do this, we replicated the cluster sampling strategy 
of VITA 2012 and used the same survey instrument. In partic-
ular, multistage stratified cluster random sampling is employed. 

In the first stage, among 12 provinces surveyed in VITA 2012, 
9 are chosen in our study. Due to resource constraint, we select 
three provinces in each of three spatial and socioeconomic 
regions (North, Central and South) while VITA 2012 selected 
four provinces in each region. All the three largest cities/prov-
inces namely Hanoi, Da Nang and Ho Chi Minh City are 
covered in both surveys. In the second stage, we stratified and 
randomly selected districts, then communes and villages from 
these selected nine provinces, resulting in a total of 135 villages. 
The survey was stratified by rural and urban dimension. In the 
final stage, at each selected village we performed screening activ-
ities and constructed a sampling frame of households in which a 
smoker could be identified. We then randomly select households 
from the list of smoker households.

The questionnaire is adapted from VITA 2012 with only a 
few modifications to take into account policy changes during the 
last few years, especially the National Law on Tobacco Control 
in 2012 with the requirement that a pictorial health warning 
label be printed on all cigarette packs. In addition to inperson 
interviews with smokers, we collect cigarette packs in their 
most recent purchases and perform careful inspections to iden-
tify the prevalence of illicit cigarettes. In general, two principal 
features are examined: the presence of a tax stamp, and the use 
of valid text and pictorial health warning labels as per Circular 
No. 05/2013/TTLT-BYT-BCT jointly issued by the Ministry of 
Health and the Ministry of Finance in 2013. Furthermore, places 
from which the smokers purchased the cigarettes are used to 
distinguish between tax avoidance and evasion. Eventually, a 
cigarette pack is classified as illicit if it has neither a tax stamp 
nor proper health warning labels and it was not bought from 
duty-free shops or abroad. Combined with data on the smokers’ 
cigarette consumption, this information allows us to estimate the 
level of the illicit trade in Vietnam. In addition to the consump-
tion, we collected data on brand choices, cigarette prices as well 
as the types of stores that the smokers bought their cigarettes 
from, as well as on the smokers’ socioeconomic characteristics, 
including incomes. They are used to examine the patterns and 
identify the likely determinants of the illicit consumption.

Our general estimation approach is as follows. The consump-
tion is aggregated by summing individual consumption, which is 
annualised by multiplying quantity consumed daily by 365 days. 
The level of the illicit trade is obtained by dividing the estimated 
total annual consumption of smokers, whose packs are identified 
as illicit products by that of all smokers. Prices are measured 
per 20-cigarette pack. The incomes of the smokers and of their 
households are reported on a monthly basis in local currency. All 
calculations are weighted by sampling weights.

Results
Table 1 presents our estimated rate of the illicit consumption in 
Vietnam in 2017, together with the results in 20129 for compar-
ison. About 13.72% of the manufactured cigarettes consumed 
are illicit in 2017, nearly six percentage points lower than in 
2012. All of the illicit products detected are foreign brands and 
smuggled into the country. When comparing across the regions, 
a dominant share (over 84%) of them is consumed in the South.

Table  2 reports the shares accounted for by the main illicit 
brands as well as their graphical distribution. Hero and Jet 
continue to be the most popular brands in the country’s illicit 
market in 2017. The two brands together account for over 
80% of the illicit consumption in the country, and are mostly 
smoked in the South (over 90%). The Jet and Hero cigarettes 
are legally imported to Cambodia and Indonesia where they are 
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Table 1  Prevalence of illicit cigarettes in Vietnam (%)

TCS 2017 VITA 2012

 � Overall 13.72 20.7

(11.85 to 15.83)

By origin  �

 � Domestic 0.00 N/A

 � Foreign 100.00 N/A

 � By region  �

 � North 10.02 7.1

(4.54 to 20.7)

 � Central 5.85 5.6

(3.48 to 9.69)

 � South 84.13 87.3

(74.75 to 90.47)

The TCS 2017 results are estimated by the authors while the VITA 2012 results are 
retrieved from the prior study conducted by Nguyen et al.10 Overall represents illicit 
consumption’s weighted share of the total cigarette consumption. Domestic and 
Foreign represents domestic brands’ and foreign brands’ weighted shares of the 
total illicit consumption, respectively. North, Central and South represents weighted 
shares corresponding to the North, Central and South regions in the national illicit 
market. For TCS 2017, 95% CIs are reported in parenthesis.
TCS 2017, Tobacco Consumption Survey in 2017; VITA 2012, Vietnam Illicit Trade 
Assessment in 2012.

Table 2  Major illicit cigarette brands and their regional distribution in Vietnam (%)

Brand

Market share Distribution by region in 2017

Entire market Illicit market

North Central South TotalTCS 2017 VITA 2012 TCS 2017 VITA 2012

Hero 6.52 6.4 47.55 32.8 4.36 3.00 92.64 100

(5.35 to 7.93)  �  (40.23 to 54.98)  �  (0.71 to 22.52) (0.89 to 9.63) (78.87 to 97.7)  �

Jet 4.79 10.1 34.94 52.1 0.00 8.27 91.73 100

(3.83 to 5.99)  �  (28.5 to 41.99)  �  - (4.39 to 15.05) (84.95 to 95.61)  �

SE555 1.25 0.88 9.13 4.5 67.59 14.67 17.74 100

(0.55 to 2.83)  �  (4.14 to 18.95)  �  (32.19 to 90.16) (3.08 to 48.16) (4.91 to 47.4)  �

Esse 0.34 0.99 2.47 5.1 40.77 6.55 52.68 100

(0.13 to 0.88)  �  (0.95 to 6.27)  �  (5.45 to 89.16) (0.6 to 44.72) (10.11 to 91.68)  �

Craven A 0.28 0.00 2.04 0.00 0.00 0.00 100.00 100

(0.09 to 0.86)  �  (0.66 to 6.14)  �  - -  �

The TCS 2017 results are estimated by the authors while the VITA 2012 results are retrieved from the prior study conducted by Nguyen et al.10 For TCS 2017, 95% CIs are 
reported in parenthesis.
SE555, State Express 555; TCS 2017, Tobacco Consumption Survey in 2017; VITA 2012, Vietnam Illicit Trade Assessment in 2012.

originally produced, and then smuggled across the border into 
the southern provinces of Vietnam,9 which possibly accounts for 
their exclusive geographical concentration. State Express 555 
(SE555) is the third most prevalent brand. Unlike Jet and Hero, 
however, SE555 appears to be used more in the North (nearly 
70%). There are two varieties of SE555, one manufactured 
locally and the other sourced illegally from abroad.

When looking at the entire cigarette market, Jet’s and Hero’s 
aggregate market share falls by almost five percentage points, 
from over 16% in 2012 to roughly 11% in 2017. This decline 
almost equals the observed change in the illicit consumption 
rate (six percentage points). As the two are mostly found in the 
southern provinces where they are smuggled into Vietnam from 
Cambodia, this decline may be attributed to the particularly 
intensive border investigation and market surveillance led by 
the National and Provincial 389 Steering Committees since early 
2016. The Prime Ministry approved Decision No. 389/QD-TTg 
to establish the National and Provincial Steering Committees 

(called 389 Steering Committees) for combating smuggling, 
commercial frauds and counterfeit goods including manu-
factured cigarettes in 2014. Since founded, the 389 Steering 
Committees have led frequent border investigations and market 
surveillance nationwide, and successfully uncovered and stopped 
numerous cases of illegal cigarette trading.

Table 3 presents the relative average prices between illicit and 
licit cigarettes. The illicit packs are significantly more expensive 
than the legal ones. This result holds in all three of the regions 
and is consistent with the results obtained from VITA 2012. 
Even more interestingly, our estimates show that it has become 
increasingly costly for the smokers to consume the illicit prod-
ucts, even after the tobacco excise tax increase. The ratio between 
the average price of the illicit cigarettes and that of the legal ones 
goes from only 1.50 in 2012 (when the ad valorem excise tax 
rate imposed on tobacco was 65%) up to 2.08 in 2017. The same 
results are held when specifically comparing the two varieties of 
SE555. The smuggled SE555 is over 70% more expensive than 
the local SE555. As suggested by economic models, the higher 
relative price of the illicit cigarettes might cause a number of 
smokers to reduce their consumption, switch to cheaper, licit 
cigarettes, or even to quit smoking (in the best case) due to 
budget constraints. As a result, the share of illicit cigarettes in 
the national market dropped in 2017 as our research shows.

The consistent findings confirm the conclusion made in all 
relevant prior studies9 10 that smokers in Vietnam are willing to 
pay an additional expense for illicit cigarettes rather than buy 
more cheaply, as many previous studies have found in most other 
countries worldwide. This difference is likely to stem from the 
fact that Vietnamese consumers usually perceive imported prod-
ucts to be of premium quality, and prefer them to their domestic 
counterparts. The same perception can be applied to buying the 
illicit cigarettes, all of which are foreign brands. The increase of 
price discrepancies between the illegal and legal cigarettes might 
be caused by the higher risks and costs of smuggling as well as a 
shortage in supply which are possibly attributable to the tremen-
dous efforts expended by the Government of Vietnam to combat 
smuggling in the country, starting in early 2016.

Table 4 compares average individual and household incomes 
of the smokers consuming illicit cigarettes with those smoking 
legal ones. Illicit cigarette smokers earn significantly higher 
incomes (over 40%) than legal product consumers. A similar 
result is also found when considering their household incomes. 
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Table 3  Comparison between prices of illicit and licit 20-cigarette 
packs

Cigarette type

TCS 2017 VITA 2012

Mean, $
Ratio:
illicit–licit Mean, $

Ratio:
illicit–licit

Overall

 � Illicit 0.91 2.08 0.78 1.51

(0.81 to 1.01) (0.75 to 0.82)

 � Licit 0.44 0.52

(0.43 to 0.45) (0.49 to 0.55)

North

 � Illicit 1.69 4.00 1.18 2.27

(1.16 to 2.22) (0.93 to 1.43)

 � Licit 0.42 0.52

(0.40 to 0.44) (0.48 to 0.55)

Central

 � Illicit 1.14 2.58 0.77 1.75

(0.84 to 1.44) (0.61 to 0.94)

 � Licit 0.44 0.44

(0.42 to 0.46) (0.40 to 0.49)

South

 � Illicit 0.80 1.73 0.77 1.28

(0.78 to 0.83) (0.74 to 0.79)

 � Licit 0.46 0.60

(0.44 to 0.49) (0.54 to 0.67)

SE 555

 � Illicit 2.10 1.70 1.58 1.34

(2.02 to 2.18) (1.36 to 1.81)

 � Licit 1.24 1.18

(1.20 to 1.27) (1.10 to 1.23)

The TCS 2017 results are estimated by the authors while the VITA 2012 results 
are retrieved from the prior study conducted by Nguyen et al.10 For TCS 2017, the 
International Monetary Fund (IMF) exchange rate $1.00=VND 22 425 is used 
to convert the price in the local currency into US dollars. Ratio: illegal–legal is 
calculated by dividing the mean prices of illicit cigarettes by the mean prices of 
licit products. The exchange rate has no effect on the value of the ratios, and the 
ratios are comparable between the two studied years without having to adjust 
for inflation. 95% CIs are reported in parenthesis. We also perform two-sample 
mean comparison t-tests of unweighted cigarette prices by legality with unequal 
variances, and it is statistically significant that the mean prices of illicit cigarettes 
are higher than the mean prices of licit cigarettes in all five cases. The statistical 
results are available on request.
SE555, State Express 555; TCS 2017, Tobacco Consumption Survey in 2017; VITA 
2012, Vietnam Illicit Trade Assessment in 2012; VND, Vietnam dong.

Table 4  Comparison between incomes of smokers consuming licit 
and illicit cigarettes

Incomes Illicit Licit Ratio

Individual income 7.029 4.924 1.43

(0.807) (0.172)

Household income 14.008 10.496 1.33

(1.781) (0.271)

SEs are reported in parenthesis. The results are estimated from TCS 2017 by the 
authors. Incomes are reported in the local currency, million Vietnam dongs. Illicit 
and Licit represent smokers whose collected packs are identified as illicit products 
and licit products, respectively. Ratio is calculated by dividing the mean incomes 
of illicit cigarette smokers by the mean incomes of licit cigarette smokers. We also 
performed two-sample mean comparison t-tests of unweighted incomes with 
unequal variances between the two groups, and it is statistically significant that the 
mean incomes of illicit cigarette smokers are higher than the mean incomes of licit 
cigarette smokers. The statistical results are available on request.
TCS 2017, Tobacco Consumption Survey in 2017.

Table 5  Sources of illegal cigarettes in the last purchase (%)

Sources TCS 2017 VITA 2012

Grocery store 76.96 72.2

(69.88 to 82.78)

Tobacco shop 6.41 3.6

(3.07 to 12.91)

Tea shop/coffee shop 12.49 22.7

(8.42 to 18.14)

Tobacco street vendor 3.06

(1.65 to 5.62)

Restaurant 0.10 0.1

(0.01 to 0.73)

Other places 0.98 1.4

(0.29 to 3.32)

Total 100 100

The TCS 2017 results are estimated by the authors while the VITA 2012 results are 
retrieved from the prior study conducted by Nguyen et al.10 For TCS 2017, 95% CIs 
are reported in parentheses.
TCS 2017, Tobacco Consumption Survey in 2017; VITA 2012, Vietnam Illicit Trade 
Assessment in 2012.

These findings are theoretically consistent with the higher prices 
of illicit cigarettes, thereby strengthening the argument that 
buying illicit brands is more likely to reflect the smokers’ pref-
erence for foreign-originated products, rather than tax evasion 
in Vietnam.

Table 5 shows where the smokers purchase their illicit ciga-
rettes. Overall, illegal cigarettes are mainly sourced through 
informal household businesses, rather than through formally 
established enterprises. Over 70% of the illicit packs found are 
bought from grocery stores in 2012 and 2017. Tea and coffee 
shops are the second primary source (nearly 12.5%), followed 
by tobacco shops and tobacco street vendors. A minimal share 
of the illegal cigarettes is purchased in restaurants, while none 
is obtained from supermarkets and convenience stores. Given 
the highly prevalent nature of the grocery stores, these find-
ings imply that the illicit cigarettes remain locally accessible to 
the smokers, particularly in the North where most of the illicit 
consumption is found.

Discussion and policy implications
Providing an objective measure of the illicit trade level plays a 
critical role in developing comprehensive and effective tobacco 
control policies, particularly in Vietnam where smuggling has 
been identified as an alarming national issue. Unfortunately, 
most of the currently available local estimates are either directly 
funded by, or related to, the tobacco industry. They constantly 
exaggerate the level of the illicit consumption, as well as the 
impact of a higher tobacco tax on it as a strategy to discourage 
the government from raising taxes even though extensive global 
evidence consistently suggests that raising the taxes levied on 
tobacco has had a significant impact on reducing smoking preva-
lence and improving government revenue. This research aims to 
provide local, objective evidence on the likely impact of raising 
tobacco taxes on the level of the illicit trade to inform and 
support the tax policy reform in Vietnam. We compare the new 
estimates from the household survey of cigarette consumption 
in 2017 with the previous scientifically rigorous results in 2012 
to identify how illicit consumption has evolved after the tobacco 
excise tax increase of 2016.

Generally, our estimates demonstrate that raising the taxes 
levied on tobacco does not necessarily cause higher illicit 
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consumption in Vietnam as widely predicted by the tobacco 
industry. The illicit cigarettes account for only about 13.72% 
of the country’s total cigarette consumption in 2017, which is 
six percentage points lower than in 2012, the year when the 
increase of tobacco tax had not been implemented. Further-
more, the illicit trade is heavily concentrated in two specific 
brands, namely Jet and Hero, and in the South, where these 
two most popular illicit brands are smuggled into the country 
from Cambodia. This finding implies that geography plays 
an important role in determining the illicit trade, and that 
the particularly intensive campaigns led by the national and 
provincial 389 Steering Committees to combat the smuggling 
activities in the northern provinces in recent years may have 
contributed to reducing the rate of the illicit consumption in 
the country.

We also find that the illegal cigarettes are generally more 
expensive than the legal ones. This finding holds consistently 
for both throughout the country, in each of the three different 
socioeconomic regions, and within the particular twin-track 
SE555 brand. Furthermore, as expected, the illicit cigarette 
smokers have higher incomes than those consuming the licit 
packs. The results imply that Vietnamese smokers’ unique pref-
erence for foreign products must be one important motivation 
for choosing the illicit cigarettes in Vietnam, instead of the cost-
saving incentive as found in many other countries worldwide. 
The Vietnamese consumers usually perceive imported products 
to be more luxurious, to have superior quality and to be associ-
ated with a higher social status than their domestically produced 
counterparts. The same perception can be applied to buying the 
illicit cigarettes, as all the illicit cigarettes recorded in our survey 
are foreign brands.

More strikingly, although the tobacco tax was increased from 
65% to 70% in 2016, the ratio between the mean prices of the 
illicit and licit cigarettes rose by approximately 40% during the 
period from 2012 to 2017. This increase likely stems from the 
supply deficit and high smuggling risk caused by the govern-
ment’s strict and intensive border monitoring and market 
inspection mentioned above. As the illicit cigarettes became 
increasingly more expensive, the standard economic theory 
suggests that some smokers may have switched to consume the 
more affordable, licit products, resulting in the decrease found 
in the illicit consumption rate.

The grocery stores turn out to be the primary places that sell 
the illicit cigarettes. They are legally operating, widely avail-
able and easy to access, indicating that the smuggled products 
remain locally accessible to the smokers, particularly in the 
South.

Our findings have two important policy implications. First, 
the Government of Vietnam should make good use of the tax 
policy as the most effective and cost-effective tobacco control 
measure by establishing a clear road map to increase the excise 
tax imposed on tobacco so that the total tobacco tax accounts 
for at least 75% of the retail price as suggested by the WHO. 
Raising tobacco taxes to reduce the affordability of tobacco 
products in Vietnam is essentially good for public health as it 
will spur the smokers to quit smoking and prevent non-smokers, 
especially the youth, from starting to smoke. Second, to effec-
tively tackle cigarette smuggling, the Government of Vietnam 
should strengthen the market surveillance at retail points in the 
provinces close to the border in the North and the economic 
centres, particularly Hanoi and Ho Chi Minh City, aside from 
border monitoring and transportation tracing.

Limitations
The paper is subject to two limitations. First, although TCS 2017 
follows a multistage cluster sampling strategy it is not designed 
to be a national representative sample such as the Global Adult 
Tobacco Survey (GATS) surveys. Instead, TCS 2017 is more 
purposively designed to replicate VITA 2012 in such a way that 
the results from the two surveys could be compared. Second, 
only 9 out of 12 provinces in VITA 2012 are covered in TCS 
2017. Although attempts have been made to make the two 
surveys directly comparable, readers should be aware of the 
smaller geographical coverage of TCS 2017 as compared with 
VITA 2012.

What this paper adds

►► Global evidence suggests that raising taxes on tobacco 
is the most effective and cost-effective way of reducing 
tobacco consumption, even after taking the threat of illicit 
cigarette trade into account. However, the lack of updated 
and independent studies to provide objective and reliable 
locally relevant estimates of illicit consumption deters the 
government from increasing the tobacco excise tax to combat 
the smoking epidemic in Vietnam.

►► This paper provides new estimates of the illicit consumption 
and compares them with a previous study to examine the 
evolution of the illicit trade before and after an increase 
in the tobacco excise tax rate in Vietnam. We find that the 
rate of the illicit consumption declines significantly after the 
increase in the tax rate, implying that raising tobacco taxes 
does not necessarily cause higher illicit consumption in the 
country.

►► Illicit cigarettes are more expensive than licit products, 
mostly two brands, Jet and Hero, heavily concentrated in the 
southern provinces, and easily obtained from local grocery 
stores.
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