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I. Introduction

For the past thirty years, cigarette smoking in the United States and most other Western
countries has fallen steadily in response to a variety of public health policies. This is
particularly evident in the United States, where total domestic cigarette consumption fell by more
than twenty percent, from 607.2 billion cigarettes in 1975 to 485.0 billion cigarettes in 1994
[U.S. Department of Agriculture (USDA), 1995]. Moreover, recent trends towards higher
cigarette excise taxes and, consequently, cigarette prices, stronger restrictions on smoking,
greater limits on youth access to tobacco, and the increasing social unacceptability of smoking
are likely to continue, further reducing U.S. cigarette consumption.

Over the 1975 through 1994 period, however, total U.S. cigarette production rose by
more than eleven percent. This increase in total production while domestic consumption was
falling occured as major multinational cigarette producers turned to other world markets. This
can be seen by the nearly 340 percent increase in cigarette exports, from 50.2 billion cigarettes
in 1975 to 220.2 billion cigarettes in 1994 [USDA, 1995]. Currently, almost thirty percent of
all cigarettes produced in the U.S. are exported, with three firms (Philip Morris, R.J. Reynolds,
and Brown & Williamson) accounting for about 99 percent of U.S. cigarette exports [U.S.
General Accounting Office (GAQO), 1992]. Well over one-third of all U.S. cigarette exports are
destined for various Middle- and East-Asian countries [USDA, 1995]. Moreover, these are
among the fastest growing markets for U.S. cigarettes in recent years.

This rapid increase in U.S. cigarette exports to Asian countries is in part due to the use

of U.S. trade policy in the mid- to late-1980’s to open these historically closed markets to U.S.



cigarette producers. Critics of this policy contend that, as a result of multimillion dollar
marketing campaigns, particularly those aimed at women and children, the opening of these
markets has resulted in significant increases in cigarette smoking in these countries [Shenon,
1994; Sesser, 1993; Eddy and Walden, 1993]. U.S. cigarette producers, however, argue that
their main purpose is not to recruit new smokers but to encourage smokers to switch to their
brands [Shenon, 1994]. As a Philip Morris spokeswoman stated "the same number of cigarettes
are consumed whether American cigarettes are present or not. Whatever one may feel about the
smoking and health controversy, the presence or absences of American cigarettes is not a
cigarette consumption factor” [Shenon, 1994, page 16].

To date, much of the evidence on the impact of using trade policy to open markets to
U.S. cigarette producers on cigarette smoking in these countries is anecdotal. This paper uses
annual data on a set of ten Asian countries from 1970 through 1991 in an attempt to empirically

estimate the impact of U.S. trade policy on cigarette smoking in these countries.

II. Historical Background

In 1981, Philip Morris, R.J. Reynolds, and Brown & Williamson formed the U.S.
Cigarette Export Association in order to compete more effectively in foreign markets.' For
several years, these firms attempted to enter cigarette markets in various Asian countries,

including those in Japan, Taiwan, South Korea, and Thailand. However, they had very limited

! While U.S. antitrust laws prohibit the formation of this type of cartel in domestic markets,
the Webb-Pomerene Act of 1918 sanctions the formation of export associations which could fix
prices and allocate markets in foreign countries.
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success since these markets were virtually closed to foreign cigarettes by assorted tariff and non-
tariff barriers to trade. These barriers included quotas, restricted product lists, exchange
controls, prior deposits, mixing regulations, licensing requirements, and limits on advertising
and other promotional activities [Grise, 1990]. Moreover, in several countries various aspects
of the manufacture and distribution of cigarettes had long been controlled by government
sponsored monopolies that largely prevented the import of foreign cigarettes [GAO, 1992].

When tariff and non-tariff trade restrictions are used to protect domestically produced
products, the overall supply of these products is likely to be lower than it would be otherwise,
while domestic supply is higher. Thus, these restrictions are likely to result in higher prices and
lower consumption of the protected products. Domestic producers benefit from the reduced
competition and higher prices while foreign suppliers are at a disadvantage given their higher
costs and limited access. Similarly, restrictions on advertising and promotion are likely to make
it more difficult for new firms to successfully enter newly opened markets where the brands of
existing firms are firmly entrenched.

Several U.S. policies and programs have been used to help domestic tobacco growers and
cigarette companies expand into foreign markets [Connolly and Chen, 1993]. These include the
Department of Agriculture’s Food for Peace Program which sent more than one billion dollars
in domestically produced tobacco to developing countries in the 1970’s and early 1980’s, and
the 1984 Export Credit Guarantee Program which helped U.S. cigarette producers enter Mideast
markets [Taylor, 1984]. The most significant efforts, however, were undertaken under the aegis
of Section 301 of the 1974 Trade Act and its subsequent amendments.

The Nixon administration initiated the Trade Act of 1974 when seeking permission to



begin the Tokyo Round of the General Agreement on Tariffs and Trade (GATT). The final
legislation included several provisions with the stated purpose of promoting free trade. One of
these provisions was Section 301 giving the President the authority to investigate cases where
trade and other practices of foreign countries were considered unjustifiable, unreasonable, or
discriminatory in that they limited the ability of U.S. firms to sell their goods and services in
foreign markets. The 1974 Trade Act substantially expanded earlier Section 301 provisions
which limited had limited presidential authority to violations of the GATT’s policies for trade
in goods and services included in the GATT (which did not include tobacco and tobacco
products). Section 301 called for negotiations to reduce or eliminate trade barriers, and
authorized the President to impose retaliatory trade sanctions if the negotiations were
unsuccessful.

Initially, Section 301 received little attention [Nivola, 1993]. This changed when Section
301 was strengthened by the Trade and Tariff Act of 1984 and the Omnibus Trade and
Competitiveness Act of 1988. Now known as "Super 301," the section required the U.S. Trade
Representative to annually identify countries and their practices that limited market access to
U.S. firms. Most importantly, "Super 301" called for the mandatory imposition of retaliatory
trade sanctions when negotiations failed to eliminate unfair trading practices (unless the President
determines that retalation would be harmful to U.S. economic interests).

Four Section 301 cases in the 1980’s dealt with cigarettes.” The first two of these,

? Two relatively minor cases were initiated against Japan in 1979. The first dealt with
Japan’s restrictions on cigar imports and was initiated at the request of the Cigar Association of
America. The second dealt with pipe tobacco and resulted from the Associated Tobacco
Manufacturers petitioning of the U.S. Trade Representative. The two cases were eventually
combined and resulted in an agreement which increased the ability of U.S. cigar and pipe
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against Japan and Taiwan, were initiated by the Reagan administration in 1985 and 1986,
respectively. The other two cases, against South Korea in 1988 and Thailand in 1989, resulted
from the U.S. Cigarette Export Association’s petitioning of the U.S. Trade Representative.
Each of these is briefly described below, along with some of the anecdotal evidence on the

impact of each case (more details are available in two GAO reports [GAO, 1990 and 1992]).

Japan

Historically, the Japanese tobacco industry was largely monopolized by the Japan
Tobacco company. Prior to 1986, the domestic monopoly was protected from foreign
competition by high tariffs on imported cigarettes (28 percent), restrictions on the manufacture
of foreign cigarettes in Japan, and by Japanese distribution practices which discriminated against
imported cigarettes. Consequently, imports generally amounted to less than two percent of all
cigarettes consumed in Japan. In late 1985, at the President’s request, a Section 301
investigation began. The threat of retaliatory sanctions led to an October 1986 agreement which
eliminated Japanese cigarette tariffs and other discriminatory practices.

The presence of U.S. cigarette producers in Japan was significantly expanded after the
agreement. Japanese imports of U.S. cigarettes more than tripled in 1987 and continued to rise
in subsequent years. The downward trend in per capita Japanese cigarette consumption during
the 1970’s and early 1980°s appears to have reversed itelf after the opening of Japanese cigarette

markets, with overall per capita consumption increasing modestly in recent years. Much of the

tobacco producers to compete in Japanese markets.
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rise appears to be the result of increased smoking participation rates among Japanese women,
from 8.6 percent in 1986 to 18.2 percent by 1991 (27 percent for young adult women) [Connolly
and Chen, 1993].

Tobacco industry critics assert that much of the rise is the result of aggressive advertising
and promotional activities by U.S. cigarette producers. For example, from 1987 to 1990, total
expenditures on cigarette advertising and promotion by U.S. cigarette companies in Japan nearly
doubled. A large part of these expenditures is on television advertising which is allowed in
Japan with limited restrictions. In order to remain competitive, the Japanese Tobacco monopoly
which did not previously engage in extensive advertising significantly increased its advertising
and promotional efforts as well. As a result, cigarette advertising moved from fortieth to second
place in total television advertising in Japan [Sesser, 1993].

A recent empirical study by Hagihara and Takeshita [1995] examines the impact of the
televised advertising of U.S. cigarettes on the market share of imported cigarettes in Osaka,
Japan, during the period from 1970 through 1990. They conclude that the television
commercials for U.S. cigarettes have induced brand switching from domestic cigarettes to U.S.
cigarettes during this period. They do not, however, examine the impact of these commercials

on measures of total cigarette consumption.

Taiwan

As in Japan, virtually all aspects of the Taiwanese tobacco industry were controlled by

a government run monopoly (the Taiwan Tobacco and Wine Monopoly Bureau) prior to 1986.



The domestic monopoly was protected by high tariffs and quotas on imported cigarettes, a ban
on the retail sale of imported cigarettes, and a ban on print advertising of imported cigarettes.
Consequently, imports comprised less than two percent of total cigarette consumption in Taiwan.
At President Reagan’s request, the U.S. Trade Representative initiated a Section 301 case against
Taiwan in late 1986.° Fearing retaliatory sanctions, an agreement was reached in less than two
months which allowed U.S. cigarette producers much wider access to Taiwan’s cigarette
markets. Not only were the markets opened to U.S. cigarette producers, but each tobacco
company was allowed 120 magazine advertisments annually.® The agreement did, however,
contain several restrictions related to cigarette packaging (a health warning label was required)
and advertising and promotional activities (limiting the distribution of free samples and point-of-
purchase promotions).

In the first year of the agreement, total U.S. cigarette shipments to Taiwan increased 24-
fold, while the market share of U.S. cigarette companies rose to 17 percent [Grise, 1990]; by
1993, the market share of imports stabilized at about 20 percent. Advertising and promotion
of U.S. cigarettes in Taiwan increased sharply after the agreement, likely accounting for at least
part of the sharp rise in the market share of U.S. cigarettes. Moreover, the use of higher quality
imported U.S. grown tobacco in domestically produced cigarettes increased from 35 to 55

percent in order for the domestic monopoly to better compete with U.S. cigarette producers

* Similar restrictions on the distribution and sale of U.S. beer and wine were also a part of
this case.

4 Prior to the agreement, the only types advertising and promotion permitted by the Taiwan
Tobacco and Wine Monopoly Bureau were new product announcements and the use of billboards
in the bureau’s branch offices and distribution centers.
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[Grise, 1990]. Despite the introduction of various public health policies designed to discourage
smoking in Taiwan, per capita consumption remained fairly stable after the 1986 agreement.
However, youth and female smoking participation rates rose [Sesser, 1993].

Both parties to the 1986 agreement have asserted that the other side has not lived up to
the terms of the agreement. Taiwanese authorities alleged that U.S. cigarette firms have violated
the provisions concerning point-of-purchase promotional activities by advertising and selling
U.S. cigarettes in unlicensed retail establishments [GAO, 1992]. Similarly, the U.S. Trade
Representative initially opposed many of the new public health measures the Taiwanese
Department of Public Health had proposed to deter smoking as violations of the agreement

[GAO, 1992].

South Korea

As in Japan and Taiwan, all aspects of the South Korean tobacco industry were controlled
by a government run monopoly (the country’s Office of Monopoly) which used a variety of
policies to protect itself from foreign competition. In addition to the historically high tariffs on
imported cigarettes, in 1982 the South Korean government enacted and aggressively enforced
legislation making it a criminal offense to sell, buy, or possess foreign cigarettes [Eddy and
Walden, 1993]. Similarly, starting in 1987, almost all cigarette advertising and other
promotional activities were banned by the Tobacco Monopoly Law. These barriers, and the
success in Japan and Taiwan, led the U.S. Cigarette Export Association in early 1988 to petition

the U.S. Trade Representative to investigate these practices. After being threatened with



retaliatory sanctions on its textile exports to the U.S., South Korea agreed to open its markets
to U.S. cigarette producers in May, 1988. Key provisions of the agreement included a sharp
reduction in tariffs on imported cigarettes, allowing the distribution of free samples, and
allowing some print advertising and sponsorship of sporting events. However, the agreement
specified that advertising targeting women and children was prohibited and required that all
cigarette packaging and magazine advertising include a health warning label.

As a result of the agreement, U.S. cigarette exports to South Korea increased by over
one thousand percent between 1987 and 1993, while the market share of U.S. cigarette
companies increased from virtually zero to nearly six percent. Moreover, although smoking had
been rising steadily prior to the agreement, the rate of growth in smoking more than tripled
when the South Korean cigarette markets were opened [Roemer, 1993]. Much of the increase
appears to have been the result of dramatic increases in youth smoking. Between 1988 and 1989
alone, the smoking participation rate among teenage males rose from 18 to 30 percent, while
smoking participation among teenage girls rose from two to nine percent [Sesser, 1993].

Part of the increase may be attributable to increased advertising by U.S. cigarette
producers after the 1988 agreement. In response to this advertising, the South Korean
government passed the Tobacco Business Act effective January 1, 1989 limiting advertising and
promotional activities to point-of-purchase advertising, magazine advertising, and sponsorship
of public events [GAO, 1992]. A subsequent voluntary agreement between the U.S. Cigarette
Export Association and the Korean tobacco monopoly outlined a self-regulating process for
complying with the trade agreement and the Tobacco Business Act. Nevertheless, the South

Korean government has alleged that some promotional activities of U.S. cigarette producers



violate the spirit of the Tobacco Business Act [GAO, 1992].

Thailand

As in the three countries discussed above, all aspects of the domestic tobacco markets
in Thailand were once controlled by a government run monopoly. To protect its monopoly
position, the Thai government virtually banned cigarette imports. In addition, the government
monopoly completely stopped its own cigarette advertising and promotion in early 1988, and
completely prohibited all cigarette advertising and promotion in early 1989. In response to
petitioning from the U.S. Cigarette Export Association, the U.S. Trade Representative began
investigating the restrictions on the Thai cigarette markets. Unlike the other Section 301 cases,
these negotiations failed to produce a quick agreement. Instead, at the request of the Thai
government, the U.S. Trade Representative agreed to sumbit the complaint to the GATT dispute
resolution process.

The U.S. Trade Representative argued before the GATT that the import barriers and
advertising restrictions were a violation of the GATT principles. In late 1990, the GATT
Council agreed that the ban on imports was a violation of the international trade treaty.
However, the Council upheld the Thai government’s right to restrict the overall supply of
cigarettes using a variety of policies including high cigarette excise taxes and the ban on
advertising. The GATT Council noted that the member nations can use various policies to
protect health as long as they are applied evenly to domestic and foreign products. Furthermore,

they concluded that policies such as advertising bans which make it more difficult for new
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foreign firms to compete with existing domestic firms are justifiable under the GATT since
advertising could increase the demand for cigarettes, particularly among youths [GATT, 1990].

The GATT ruling led to a late 1990 agreement between the U.S. and Thailand allowing
U.S. cigarettes to be imported into Thailand, subjecting them to the same laws and regulations
as the cigarettes marketed by the Thai monopoly [GAO, 1992]. Following its success in
upholding the ban on advertising and promotion, the Thai government has adopted additional
legislation intended to restrict youth access to tobacco and reduce overall tobacco use.

In the first few years after the 1990 agreement, there was a more than 350 percent rise
in cigarette imports, and an increase in the market share of U.S. cigarettes from less than one
percent prior to the agreement to nearly four percent by 1993. Part of the increase may be the

result of increased smoking among women and young people in Thailand [USDA, 1994].

III. Data

To estimate the impact of the Section 301 cases on cigarette smoking in affected
countries, annual data on per capita cigarette consumption and the market share of U.S.
cigarettes was obtained for ten Asian countries from 1970 through 1991. The countries in the
data set include the four where Section 301 cases led to an opening of the domestic markets to
U.S. cigarettes (Japan, Taiwan, South Korea, and Thailand). In addition, six other countries
which have historically limited, at least to some extent, the market access of foreign tobacco
firms (China, India, Indonesia, Malaysia, Pakistan, and the Philippines) are included in the data

set. These six countries can be thought of as controls for comparison with the countries where
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markets have been opened.

A dichotomous variable equal to one for the years when markets were open to U.S.
cigarettes was defined to capture the impact of the Section 301 agreements. This variable
reflects the fraction of the year during which the market was open for the year in which the
agreement was reached. Finally, this variable is defined as zero in all years for the six countries
not involved in a Section 301 dispute.

Per capita Gross National Product (GNP), in U.S. dollars, was included as an additional
determinant of cigarette demand. This data was missing for a few years for some of the
countries in the data set. Rather than losing these observations, GNP was defined as zero when
the data were missing and a dichotomous indicator was defined as one when the data were
missing and zero otherwise.

Given the difficulties in obtaining consistent data for all countries in all years on other
socioeconomic determinants of cigarette smoking, fixed-effects models are estimated. These
control for country specific and time specific determinants of cigarette smoking that are not
captured by the other variables in the model. The fixed-effects approach amounts to including
dichotomous indicators for each country (less one) and each year (less one). This approach
assumes that differences across countries and over time not captured by the other independent

variables can be fully captured by the country and time dummy variables [Greene, 1993].

IV. Results

The results from three alternative models are presented in Table 1. The first model in
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Table 1 estimates the impact of the Section 301 agreements on the natural log of per capita
cigarette consumption using the data from all ten countries. The second model reestimates this
equation using data from Japan, Taiwan, South Korea, and Thailand only. Finally, the third
model examines the impact of the Section 301 agreements on the natural log of the market share
of U.S. cigarettes in Japan, Taiwan, South Korea, and Thailand.

In the equation for market share, the indicator of the Section 301 agreement is positive
and significant. This is consistent with the cigarette producers’ assertion that the intent of the
Section 301 actions was to encourage smokers to switch from the domestic monopoly’s brand
to U.S. cigarettes in these countries. Simulations for these four countries, based on these results
indicate that the market share of U.S. cigarettes was over 600 percent higher in 1991, on
average, than it would have been if the markets had remained closed to U.S. cigarette producers.

In addition to the switching from the brands of the domestic monopolists to U.S.
cigarettes resulting from the Section 301 agreements, the estimates from Models 1 and 2 indicate
that the agreements resulted in an overall increase in cigarette demand. In both models, the
opening of once closed Asian cigarette markets to U.S. cigarettes had a positive and significant
impact on per capita cigarette consumption. Simulations based on the estimates from the four
countries involved in Section 301 agreements (Model 2) indicate that, in 1991, average per
capita cigarette consumption was nearly ten percent higher than it would have been had the
markets remained closed to U.S. cigarettes. Simulations based on all ten Asian countries suggest
that the same would happen if other markets generally closed to U.S. cigarettes were opened by
threatening retaliatory trade sanctions under the aegis of Section 301. The estimates imply that,

in 1991, average cigarette consumption in the would be about 7.5 percent higher than it was had
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the markets not affected by the Section 301 agreements been opened to U.S. cigarettes.

There are at least two possible explanations for the positive relationship between the use
of trade policy to open foreign markets to U.S. cigarettes and the increase in per capita cigarette
consumption. As was described above, prior to the introduction of U.S. cigarettes, the cigarette
markets in Japan, Taiwan, South Korea, and Thailand were characterized by substantial
monopoly power. In the countries which reached Section 301 agreements, virtually all aspects
of cigarette production and distribution were controlled by a government run monopoly. Thus,
opening the markets to U.S. cigarette producers clearly increased competition. Given the large
literature on the inverse relationship between cigarette prices and demand [see the U.S.
Department of Health and Human Services, forthcoming and 1992, for a summary of much of
this literature], the price reductions expected to result from the increased competition would lead
to increased demand.

The second factor, supported to some degree by the anecdotal evidence and the
Hagihhara and Takeshita [1995] empirical analysis for Japan, is that the substantial increase in
the advertising and promotion of U.S. cigarettes and, at least in some countries, domestic
cigarettes led to an increase in not only the market share of U.S. cigarettes, but also in overall
cigarette consumption. This conclusion is supported to some degree by the results for the
dichotomous country indicators in the market share equation. These estimates indicate that the
market share of U.S. cigarettes is lowest in South Korea and Thailand, and highest in Japan.
Part of this is likely due to the fact that the South Korean and Thai cigarette markets were open
to U.S. cigarettes for a much shorter part of the time period covered by these data. However,

the estimates are also consistent with the relatively limited restrictions on cigarette advertising
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and promotion in Japan, the more restrictive policies in Taiwan, and the very restrictive policies
on advertising and promotion in South Korea and Thailand.

In both Models 1 and 2, per capita GNP was estimated to have a negative and significant
impact on per capita consumption. The magnitude of these results, however, suggests a fairly
small impact of income on demand, as shown by the estimated income elasticity of demand
(based on Model 1) of -0.038. Per capita GNP, however, did not have a significant impact on
the market share of U.S. cigarettes. Finally, the indicator for the missing GNP data was not
statistically significant in any of the models, suggesting that the estimates obtained for income
are not significantly biased by the absence of some of these data.

Finally, the results for the time dummy variables suggest that per capita cigarette
consumption in Asian countries increased signficantly throughout the 1970’s and has remained

relatively stable since.

V. Discussion

The threat of retaliatory trade sanctions has opened cigarette markets in Japan, Taiwan,
South Korea, and Thailand to U.S. cigarette producers. One result of this has been to
significantly increase the market share of U.S. cigarettes in these markets. However, the
estimates presented above contradict the assertions of cigarette producers that their entry into
these markets has no impact on overall cigarette consumption. That is, the estimates indicate
that per capita cigarette consumption was nearly ten percent higher, on average, in 1991 in the

four countries whose markets were opened to U.S. cigarettes than it would have been if the
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markets had remained closed. This finding is consistent with the expectation that increased
competition in these markets would lower cigarette prices as well as with the anecdotal evidence
suggesting that the multimillion dollar marketing campaigns of U.S. cigarette firms increased
consumption. Given the substantial health consequences of cigarette smoking, one likely
consequence of this liberalization of trade is an increase in the morbidity and mortality associated
with cigarette smoking in this countries.

The apparent conflict between the efforts of the U.S. Trade Representative to open
foreign markets to U.S. cigarettes and other U.S. policies that discourage smoking domestically
as well as internationally has been thoroughly described in two recent GAO reports [1992,
1990]. The events during the first few years of the Clinton administration indicate a movement
away from the Reagan/Bush administrations’ aggressive use of trade policy to open foreign
markets to U.S. cigarettes. For example, Clinton administration Trade Representative Mickey
Kantor stated early in his term that his office "would no longer oppose countries that want to
restrict cigarette advertising or enact other health measures, even if those measures violate
provisions of trade agreements with the United States” and went on to say that the Clinton
"administration believes that health-based regulations (in other countries) are legitimate and that
we ought to adhere to them" [Sesser, 1993, page 89].

Several issues, however, remain unresolved. Perhaps the most important is the ongoing
attempt to open Chinese markets to numerous U.S. goods and services, including cigarettes.
China, with over 300 million cigarette smokers consuming 1.6 trillion cigarettes annually is a
particularly attractive market for the large multinational cigarette firms [Shenon, 1994]. In

1992, under threat of Section 301 retaliatory trade sanctions, China agreed in principle to open
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its markets to numerous U.S. goods and services, including cigarettes, by 1995. To date,
however, this agreement has yet to be implemented. This access becomes even more important
in 1997 when Hong Kong is scheduled to revert back to Chinese rule. This change may
jeopardize the position of U.S. cigarette producers in Hong Kong where they have controlled
nearly 75 percent of the market in recent years. While R.J. Reynolds has been producing in
China for several years, and Philip Morris recently signed an agreement to produce its cigarettes
in China, U.S. cigarettes account for a relatively small share of the Chinese markets. Further
expanding the access of U.S. cigarette producers to Chinese markets could significantly increase
the worldwide health consequences of smoking by adding to the estimated two million annual
smoking related deaths predicted in China during then next two to three decades [Peto, et al.,

1994].
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Table 1°

Independent Variable Per Capita Per Capita Market Share
Cigarette Cigarette of U.S.
Consumption Consumption Cigarettes
0.172 0.094 1.961
Section 301 Agreement 2.27) (2.36) (2.90)
-0.020 -0.012 -0.060
Per Capita GNP (-3.10) (-5.04) (-1.51)
-0.053 -0.017 0.243
GNP Missing (-0.71) (-0.60) (0.50)
-0.444 1.374 2.283
Intercept (-6.90) (24.84) (2.45)
Adjusted R-squared 0.967 0.985 0.752
F 195.116 219.131 10.743

" All equations also included dichotomous indicators for each of the years from 1970 through
1990. Model 1 includes dichotomous indicators for all countries except Thailand, while Models
2 and 3 include dichotomous indicators for South Korea, Taiwan, and Thailand (Japan omitted).
t-ratios are contained in parentheses.
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