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Abstract
Background: Recent studies have found that Chinese smokers are relatively unresponsive to cigarette
prices. As the Chinese government contemplates higher tobacco taxes, it is important to understand the
reasons for this low response. One possible explanation is that smokers buffer themselves from rising
cigarette prices by switching to cheaper cigarette brands.
Objective: This study examines how cigarette prices influence consumers’ choices of cigarette brands in
China.
Methods: This study uses panel data from the first three waves of the International Tobacco Control
China Survey, drawn from six large cities in China and collected between 2006 and 2009. The study
sample includes 3477 smokers who are present in at least two waves (8552 person-years). Cigarette
brands are sorted by price into four tiers, using excise tax categories to determine the cut-off for each tier.
The analysis relies on a conditional logit model to identify the relationship between price and brand
choice.
Findings: Overall, 38% of smokers switched price tiers from one wave to the next. A ¥1 change in the
price of cigarettes alters the tier choice of 4–7% of smokers. Restricting the sample to those who chose
each given tier at baseline, a ¥1 increase in price in a given tier would decrease the share choosing that
tier by 4% for Tier 1 and 1–2% for Tiers 2 and 3.
Conclusions: China's large price spread across cigarette brands appears to alter the brand selection of
some consumers, especially smokers of cheaper brands. Tobacco pricing and tax policy can influence
consumers’ incentives to switch brands. In particular, whereas ad valorem taxes in a tiered pricing system
like China's encourage trading down, specific excise taxes discourage the practice.
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