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5. Income elasticity

6HYHUDO VWXGLHV LQ - QGRQHVLD 4Q0QG WKDW FLIDUHWWH LQFRPH HODVW
are a normal good, with consumption rising as income increases 5. However, since these estimates

DUH RQO\ DYDLODEOH IRU WKH RYHUDOO FLIDUHWWHY WKH\ FDQQRW EH
tiers. The income elasticity was therefore assumed and calibrated for each tier using market share

data and relevant economic assumptions .

The elasticity remains generally positive and its magnitude varies substantially across tiers: premium

SURGXFWV 630 6.0 DQG 630 HIKLELW KLJKHU LQFRPH HODVWLFLW\
growth as incomes rise, whereas lower-priced products and hand-rolled cigarettes (SKT/SPT) show

low or negative income elasticity, suggesting a tendency toward inferior good behavior, with

consumers shifting away from these products as purchasing power increases.

Market segment Income elasticity

SPM 1 0,30
SPM 2

SKM 1 0,25
SKM 2 0,20
SKT/SPT 1A 0,15
SKT/SPT 1B 0,10
SKT/SPT 2 0,00
SKT/SPT 3 -0,20

3.2 Public health benefits

1. Population

$GXOW SRSXODWLRQ GDWD DJHG IRU WKH SHULRG ZHUH VR
3RSXODWLRQ B3URMHFWLRQ SXEOLVKHG E\ %36

2. Adult smoking prevalence

The adult smoking prevalence was calculated from the 2023 Indonesian Health Survey (Survei
Kesehatan Indonesia SKiI).

3. Prevalence elasticity

The absence of individual-level data limits the ability to obtain a precise estimate of smoking

prevalence elasticity in Indonesia. In the absence of such data, prevalence elasticity is commonly

DVVXPHG WR EH KDOI RI WKH WRWDO GHPDQG HODVWLFLW\ \LHOGLQJ DQ
is the total demand elasticity estimated using household level data ) — following the approach

suggested in the toolkit . However, this estimate is likely to be an overestimation in the Indonesian

FRQWH[W JLYHQ WKH UHODWLYHO\ KLJK D*RUGDELOLW\ RI FLIJIDUHWWHYV
GDPSHQV WKH UHVSRQVLYHQHVV RI VPRNLQJ SDUWLFLSDWLRQ WR SULFH
HODVWLFLW\ LQ WKH UDQJH RI DSSHDUV WR EH D PRUH UHDOLVW
central point estimate of 0.15 adopted in this simulation.

4. Assumptions on averted death and risk reduction from cessation

7KH DVVXPHG UDWHYV RI DYHUWHG GHDWKY DQG ULVN UHGXFWLRQ IURP V
respectively, based on the toolkit, which draws on extensive literature reviews

S7ULDVLK '"MXWDKDUWD HW DO $JJUHIJDWH $QDO\VLV RI WKH -PSDFW RI &LJDUHWWH 7D[ 5DWKH-@ BVHDRMHAVQBR QREIDI FRRE R QWXKP QW L RV B IQIEI WRR
‘& KWWSV GRL RUJ $ULHI 7LUWDQD DQG - *HGH $JXV $ULXWDPD 7KH (*HFW RI &LJDUHWWH 3ULFHVY DQG -QFRPH RQ &LJDUHW\
BURYLQFHV LQ —QGRQHVLD -XUQDO (NRQRPL 'DQ %LVQLV QR KWWwSsV GRL RUJ MHE Y L

f&HQWHU IRU —QGRQHVLD V 6WUDW H RILR DHHWOR BH Q WG-DELWILIW LYHM GRQH V-IDINDEHFB Q&G UHHQGY DQG (ODVWLFLW\

- THVFKH HW DO ORGHOLQJ WKH -PSDFWV RI 7TREDFFR 7D[HV $ 7TREDFFRQRPLFV 7RRONLW 7REDFFRQRPLFV -QVWLWXWH IRU +HDOWK 5HVHD!
https://www.economicsforhealth.org/.



