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Consultation on the introduction of regulations for standardised
packaging of tobacco products — Response Form

a.  Are you responding {required);

DA& a mamber of the public {go to question b)
DAS a health or social care professional {go to question b)
[Xlon behalf of a business or as a sole trader (go to question ¢}

[:IDn hehalf of an arganlsatlon {g_c_to questlon c)

b.. Please provide _;,rnur detalls and contact informatlon:

Name of respondent {required)

Address of respnndent'(requlred}:

Contact email address {required):

g

Now go to question f

c.  Please provide your organisation’s details and contact information:

Name of organisation {required):;

- [Simmons & Simmons LLP




Name of parson ﬁrovidin submission raiqulred}:

_ [ Senlor Cnn"lmur-'ricatiéns and PR Exscufive . |

Contact address of organisation (required);

[ CityPoint, Ore Ropemaker Street, London, EC2Y 958 |

m e |

ation? {required,:

IEY%S |
[ No |

d. If you are, responding on behalf of a business, what fype is 17
rDT-:JI:-accd re’ltaller {suparmarket) ' '
: .|:.|Toba_cco re!aiier {_cr::lnvenlen_ce stare} |
DTobacco. retaller (other type of shop or business)
[ Ispecialist tobacconlst

[ IDuty free shop




[ Jwhclesale tobacco seller

(_|Tobacco manufar:turer

Dﬂatailer not selling tﬂbaccu. products

[ JPharmacsutical industry

[ |Business Involved In the deslgn or manufacture of packaging

_ [Xlother (please provide details below}

If other, p!éase tell us the type of buginess:

| FIrm of solicitors

. If you are responding on behalf pf an organisation, what type Is [t7? ' .

[JNHS organisatlon
[ JHeaith charity!NGQ {working at national lavel)
[Lacal Aufhority
- [Local Authortty Tracﬂng Standards or Regulatory Services D:aparimant
.|:|Ln:;'ca1 tobacco cﬂﬁtrﬂl alliance |
|:|RetaI[ raprasentative organlsétlnn
Dlndusfry representatlve organisation
]__—fﬂther type of business representative nrganlsaﬂun
[:]University or researéh organlsation |

E]Dthar {please provide detalls below)




If other, pleaée tell us the type of organisation:

f. Does your response relate to (required):

DJuUnited Kingdom

[_JEngland onty -

[ IScotland only
[ [wWalas only

[ INerthern treland only

g. Do you, or the buslness or organisation you rapresént, have any direct or

indirect links fo, or receive funding from the tobacco industiy? (required)

[No

- DJYes (please describs below)

If yos, please describe:

As an international law firm, we act for the owners and icensees of some of the most
famous global brands. Qur clients operate In Varlaty of industry sectors and they
include tobacco companles. The views expressead in our respanse are thcse of this
fim and not necessarll_y of any of our clients,

h. If yvou do not wish your detalls to be Identlfled In the sumfnary report of
consultation responses, please tick this box |:|




Consultation questions

1. Do you have any ohservations about the repori of the Chantler Review that
you wish to bring to aur attentlon?

| Please see attached lettor,

2. Do you have any information, In partlcular any new or additlanal infarmation -
sln_ce tha 2012 consultation, relating to the wider aspects of standardised
packaging that you wish to bring to our attention?

[ A

3, Do you have any commeants on the draft regulations, including anything you
want to draw to our attentlon on the practlcalltiss of Implamenﬂng the
regulz{lons as drafted?

| Please see attached lstter,

4. Are you aware of any further evidence or information which would Improve the
gssumpticns or estimates we have made In the consultation-stage Impact
assessmant? :

| N/A

Thank you for partlcipating In this mhs.u[tati'on.

The Dapartment of Healih and Davnlvad_ﬂdmin[straﬂons will anly contact you should
wa seek further inrformallon about your response. :




How to get Involved in the consultation

The consultation will run for 6 weeks, from 26/06/14 to 07/08/14. Res;:cnnsas are
invited from any Interested group, company or person.

Respondents are encuuraged to provide their views onllne, but rasponses can be
made In any of the following ways:

Cnmpletlng the oniine form on the Departmant of Health webslte at:

0 Fllli_ng"in the response form h{v downloading if at:

- Poww.dov overn toris

o Emailing your response to:

TebaccoPackaglng@dh.gsi.gov.ulé

o Posting your response to

Department of Heaith

Standardised Packaging Tobacco Consultation.
PO Box 1126

CANTERBURY

CT1 9NB




Simmons & Simmons

Simmans & Simmens LLF  CllyPalnt One Ropemaker Srasl London ECEY 855 Unlbed Kingdam

i . 06 August 2014

LdParmmant of Heann
Standardlsed Packaging Tobacco Consultalion
PO Box 1128
Canterbury
CCT19NE

Bear Slrs

" Consullation on the introduction of ragulatlons for standardlsad packaging of tohacco .
preducts

We wish to respond to the UK Department of Healths Consultation on the infroduction -of
“regulations for standard[sed packaging of tobacco products, launched on 28 duna 2014,

Simmons & Simmons LLF' ls an Internatlonal law firm which advises owners and licensees of
some of the maost famous global brands. Qur clients opsrate In a varlety of Industry sectars, and
- they include tobacco compantes, The views expressed in this letter are these of this firm and not

necessearlly of any of our clients.

We undarstand and are mindful of the imporiance of improving public health, and in parficular the
desire to protect children and young adults. Howewer, we are concermed that the draft
Requlations would breach International treatlas and ‘EU laws, fragment the EU Internal market,
deprive rights holdsrs of thalr fundamenital rights and facilltate an increase in munterfen tobacco

produsts.

Accordingly, our comments are particularly relevant te gueslions 1 and 3 of the Consultation:.

The Chantler Review

The Chantler Review was [imited In scope and does not address important legal issues that were
identified by slakeholders in.rezponss fo the 2012 consultaflon on standardised packaging', Wa
therafora raquast that due consideration is given to these concarns:

Breach of the United Kingdom's obligations under TRIPS

Undar TH!PS the UK is required fo ensure that “the use of a trade mark In the course of frade
shall not be unjustifiably encumbered by special requirements, such as...use in a speclal form or
use i1 & manner defrimental fo its capability to distinguish goods or services of one underiaking
from fhose of other undertakings'<, .

1 F'aragraph 16 on page 6, Paragraph 1.2 on Fage 1¢ and F‘aragraph 2.9 on page 17 of tha Chantlar

Reviaw
2 Article 20 of TRIPS

For delallz of our Inlernation sl oflces please visil wwweslmmons-simmons_com

Simmans & Siniroas LLP [ & Wnlled Bablty poitership reghetoned W Eglzad & YWolaa wilh number GCIST713 snd wih lis raglxlared e 8nd principdl placs of businesd d)
SiyPoint, Onn Ropemnkar Sieeed, London EGLY #4349, ILs sulhadsmd ard regulsled by 1ha Sofiatars Foguidlioe Authevity. The word “parines” fefers [p 2 maciher of Simmans &
Slmmens LLP or an ampkyes & cammullaal with squivalan slendng ead qualllzalione, A liel of mambem dnd ole padaess Kgalber wilh |heir profegsiongl gunlificalons B
availabla lor Inapecilon o1 bhdabove pddracs,
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Simmons & Simmons

The rights of tobacco brand owners o usze their frade marks would be slignificantly encumberad
by the Regulations. Rights holders would be prevented from using any logo, devica or styllsed
word marks In connaction with tobacco products. This |15 nol justifiable under TRIPS unless it is
"ngcessary to profect public health ... provided thal such mesasures are consistent wilh the

provistons of [TRIPST™,

The Chanller Review does not.appear to have uncoversd svidence that meets that test. It states

. that “the Introduction of standardised packaging as parf-of a comprefiensive policy of tobacco

confro! measures would be very fikely over imo to contribute lo & modest but impartant reduction
in smoting™. It Is far from ceraln fhat standardised packaging will have an impact on the
prevalence of smoking. The effectis only "ifkefy” and only then if it is part of a range of measures,
suggesting that, absant adaquats addltional measures, standardised packaging alone may have
no effact on the prevalence of smoking. Furthermore, any combined effect would only be
“modest In nature, Indeed, Sir Cyrll acknowledges that “research cannot prove conclusivaly that
a single infervention such as sfandardised packaging of fobacco products wilf reduce smoking"
and that there are *varfous confounding factors which are kitown fo affect smoking™.

Arcordingly, it would be disproportionats to encumber trade mark owners' rights In the manner
proposed h the Regulations on the basls of the above conclusions of the Chantler Review,

It should zlso be remembered that Cuba, Ukraine; Indanesla, Honduras and Cominlcan Republic

are currently in the process of challanging the infreduction of plaln packaging in Australla before
the World Trade Organisation on the basis that such legistation is in breach of TRIPS.

impairmant of frade mark Function

The Trade Marks -Dlraétlve 89/104/EEC and Trade Marks Act 1994 define a trade mark as ‘eny

‘sign capable of being represented graphicafly which is capable of distfngulshing goods or

services of one undertaking from those of ofher undertakings, A lrada mark may, in parlicufar,
consist of any words {including personal names), designs, letfars, numerals, the shape of goods

or of ihelr packaging”.

A trade mark may comprise logos, devices, sfyllsations and colours ~ all of which Indicate the
orlgin of the goods or services for which the marks are reglstered and facililate a consumar in
distingulshing goode from one orlginator to another, This "origin function™ of a trade mark also,
assures the consumer of the guallty of the product that hefshe is purchasging, on the basle that i
will be the same as pravious products purchased under that same trade mark. Buslnesses Invest
significant fime and expenditure In developing distinclive brands which enable CoNSUMErs aaslly
to distinguish thelr products from those of olhers.

By preventing the use of trade marks. (save far a plaln word mark} in conngction with tobaceo
praducts, the abliity of consumers readily to distingulsh one brand from another wIII be
significantly impaired and so consumer confuslon will increasa.

Breach of UK and EU fundamental rights

Article 17{1) of the Charter of Fundamental Rights of the European Unlon {which has baen lagally
bfndrng on the UK govarnment since 01 December 2008 pursuant fo the Lisbon Trealy), states
that “averyone has the right to own, use, dispose of and bequeath hig or her fawfully acquired

possessions”, -

8 3 Article am of TRIPS .
F‘aragraph &.11 an page 40 of tha Chanfler Revlaw
F'aragraph 6.11 on pege 40 of the Chanifar Raview

2 . L_LWVE_EMEA!: 2254281342




Simmons & Slmmons

As A matter of English and EU Law®, trade marks are akin to ianglble property and should be
covered by Article 17(1), and Article 17(2) clarifies that “infellectual property shall be protected”.

Arilole 17{1) faresees derogation from this fundamental right 28 acceptable only whers It Is "in the
publfe Interest and....subfsct to fair compansation being paid In good tme for. their loss.”
Furthermore, “use of pmperfy may be regulafed by law In so far as is necessary for the general
interast”

As staled above, the Chantler Revlew has not found proof of the bereflt of standardised
packaging and it does not sufficiently demanstrake that its Introductlon Is “necessary”. It concludes
that any reduction in the number of smokers.oceurrng as a result of standardised packaging {and
only if used In conjunction with other measuras) would likely be "modest’.

it would he Imappropriate to remove a fundamental right on the basis of lhe possibllity of a
" hypothatical modest bansfit. Such action would algo reduce confldenca |n the UK Govarmmant's

respect for such fundamental rights [n other ndustry ssctors.

Moraeaver, tha Regulatlﬂns do not appear to address the issue of cumpensaunn for rlghts holders
who have made substantial investments In thelr brands,

" Increase in counterfelting

‘The purchasing of counterfeit.pmduu[s Is on the Increase In the UK’ and counterfeit fobacco |
producte ars a preseing concern, both In tems of public health {muntarfelt products are

unrepulated) and infringement of IF rights.

The Chanller Review dismigsss the rdaa that standardised packaging makes If easler o praduce
counterfait products. We raspactfully submit that It Is entlrely logleal that a plain bex with plain taxt
fs easler fo réproduce than one which bears a complex or siylised [ogo, textured packagling,
heolograms or other tachnically difficult effects and particular colour varlations.

‘Counterfelting should not be regarded as something which happens only in *fag houses” or other
Insalubrious surraundings. By making if aasier to reproduce the packaging for tobaceo products
the risk of counterfzits enterlng the legltimate supply chain increases. -

Heo gulatmn

We nole that sections 14-18 of the draft Regulat[ons saak to address legal Issles ralsed by
stakeholders durlng the 2012 consultatlon regarding the registration and malntenance of trade

marks far use on lobacco products.

In particutar, the Ragulatlons state that a trade mark reglatratmn may not he revoked on the basls
of non-use under section 46 of the Trade Marks Act 15824 If, but for the Regulations, the mark
would ke used, The Regulations also purport that applications for Irade marks for tobacco
products should not be prevented from.belng reglstared puraly because they cannot in fact be
used, In an attampt fo overcame the raquiraments of secticn 32(3) of the Trade Marks Act 184
or bacause they covar tobacco products in an attempt to ovarcoma the regulrements of Articls 7
of the Parls Canvenlion and Arficle 15(4) of TRIPS.

® Sactions 2(1) and 22 of Trade Merks Acl 1994. Similar provislons exlst under the Trade Marks Direclive
86/ 04/EEC and the Comrunily Trade Mark Regilatlon 207/2009/EC. See slso Arfecser-Biseh Inc. v

Porlugal 7304204
7 A recent report by Price Waterhouse Cooper indicates thal 13% of consumers admilled fo buying

counierfelt clgareftes. In 2012, almost 40 million products wera detalned by EU cualoma with an estimaded
value of nearly €1billlan, according to the EU Commission's annual raport of customs acitons,

a L_LIVE_EMEATZIE4 D3 B2




Simmons & Simmons

Amending trade mark law In the mannar envisagad by the Regulallons will have far reaching
Impllzations which do not appear to have been fully conaidersd. In our view the Regulations are:

i) contrary to EU law; {1} Inconslstent because they seek to apply [0 LK ragistrations but not

Communily frade marks (notwithstanding that the laws for Community trade marks and UK trade
marks are Intended to be harmonlsed); (ill) fragment the internal market; (iv) create legal

uncertainty; and {v) advarasly affect additional rights afforded lo frade marks with a reputation.

First, the Trade Marks Directive 88/1D4/EEC, which has been Implamantsd In tha UK via Lhe
Trade Marks Act 18924, inlroduces hammonised trade mark laws across all member states in
respact of natlonal reglsirafions. Pursuant to that Directive, a trade mark may be revoked if there -
has been no genuine use for & continuous parfod of five years. The position proposed under tha
draft Ragulations for UK trade merk reglsiralions for tobacco piroducts 1s directly contrary to this
positicn. if challenged bafore the Court of Juslice of the European Union, the draft Regulations
would most llkely be set aslde on the grounds that they are Inconsistent with {and the UK has
dellberately dsrogatad from) the Directlve. If that accurs, all of ths issues raised In previous
consuftations regarding the revocation, mmhdity‘ and reglstrabillt].f of labacco marks due to non-

use will apply.-

Secondly, the provislons in the draft Regulations regarding non-use apply only fo-UK tfrade mark
ragisirations under the Trade Marks Act 1994 as Interpretad 1n the UK. The Regulatlens do not
take Inter aceount the Interplay between UK frade marks and Community trade marks, the latier of
which are subject to the Communlty Trade Mark Regulatlon 207/2009/EC. Under the currant
system a trade mark owner can rely on a UK lrade-mark registration 0 oppose a Community
trade mark applicatlon and vice versa, However, the Inconsistencles betwaen the poslilon undar
Community lew for Community trade marks and the propasad law for UK trade marks will giva
rise to signiflcant issuas In thls regard, For example, a trade mark owner may seelk, to rely on Its
UK trade mark registration for tobacco products againat a new Community trade mark application
for a simllar mark, and the applfcant of that mark mey defend such opposlilon by counter-claiming
that the UK trade mark is not relavant becauss It has not basn used. The Office for Harmonisaltion
in the internal Markel (which is respansible for the reglsiration of Communily trade farks} would
assegs the merits of the opposltion and the counter-argumsnts on the basis of Communilty trade
mark lew. Under Community trade mark law, & mark which has not been used during a
continuous period of five years is vulnerable to revpcation. As such, the counter-argumant may be
successiul notwithstanding the provisions in the draft Regulatlons and the Community trade mark
appllcation may proceed to raglstrafion. Consaquantly, the Inconslstencles between Communlty

“and UK trade mark law which would be fntroduced by the draft Regulatlons would unfairly
prefudice trade mark owners'-ability to rely oh thelr marks effectively at a Communlty laval.

Furlher, an owner of both UK and Community trads marks who seeks to enforce them in a
dasignated Community trade mark court In the UK, would be faced with having to prove use of
lhe Communily trade mark (aven |f that use wara only In tha UK), but nat of tha UK ragistration.

Thirdly, the proposed revisions to UK trade mark law would resull In a lack of harmacnisation of
trade mark law acrozs the EU and a fragmentatian of the Intsmal markst praventing the free
movement tf goods Into the UK from other EU member states. This would directly undermine the
purpose of the Trade Marks Dlrective B9/{04/EEC and the Treaty.on the Functioning of the
Eurgpean Unlon 2012/C326/01. -

Fourthly, the proposed changes may create legal uncarfainty. Under the Rsgulations a
reglstration cannot be Invalidated or revoked fer non-ugs if the owner can demonstrate that, but
for the Regulations, It would have used the refevani mark. It s unclear how this could be
demonstrated. Simply bacause a mark is in use loday dees not mean that it would still bs in use

a later date, but for the Regulations. Any number of factors may have rasulted in the relirement
of that brand. Similary, how would an owner of marks raglstered aftsr the Regulatlons are
Intreduced be able to demonstrate that It would have used the mark but for the Regulations?

4 L_LIWE_EMEA 125420152




Simmons & Simmons

Such a registration may simply be a defensive registration made in the knowladge {hat it would be
difficult to bs Invalldate or revaks It for non-usa dus to the Regulations,

Fifthly, the Regulations do not purport to deal with marks with reputation, which are entiied lo
greater protactlon, including agalnst goods and services in other classes (i.e. non-tobaceo
preducts}. The owner of a trade mark registration for Class 34 goods (.. fobacco products) Is
currently able to enforce it agalnst, say, frade marks for beverages or bed lihen, if ceriain
raquirements are mef. Without use of the trads marks In the UK, any exlsting reputation In fhose

‘trade marks will evaporats over time, removing existing rights enjoyed by trade mark owners.

It is worth remembering that the Tobacco Products Dlrective 20714/40/EU already contalns strict

requirements for.the packaging of tobacco products. In particular, that: (1} comblned healh
warnings for tobacco products should cover 65% of both. the external front and back surface of
the packet and any outside packaging®; (i) no fealure of the packaging should promote a tobaceo
product or encourags its consumption by creatlng an erronaous Imprassion about {amongst other
things) lts charanter!stics -and health effects®; {li} packaging should not resemble food or
cosmatles'; {Iv) packaging should nc-t suggest that a particular fobacco product is less harmiul or

-has other haaifh or lifestyle bensfits™; {v} msmber states shall prohlblt the markefing of fobacca

products with a characterising ﬂam:aur or contalning flavourings n any of their componants'® and
[vi} packaging ehould not refer to tasts, smell, flavourings or additives™. Thiese are robust
measures and should themselves help to address a number of the Issues Sir Cyrll ralses in .
gonneclion with the packaging of tobacco products and their impact on the prevelence of
smoklhg,- We therefors urgs the UK government first fo assess the impact of the new

: requirerents of the Tabacco Froducts Directive, before introducing furthar ¢hanges which ralsa

slgnificant legal concsrns.

In light of the fundamental legal issuss identified above, we believe that It Is prematurs to be
drafting-Regulations implemanting standardised packaging and we trust that the UF{ Government
wlil glve due mnsldaratlcn to these Issues. : )

Yours fa [thfuliy

® Artlgle 10 of the Tobacce Produats Directive
® Article 13 of the Tobacta Praducts Dlreotive
" Arlicle 14 of the Tebadeo Frodusts Diractive
" Article 13 of lhe Tebaceo Producis Directive
2 Aticle 7 of the Tobageo Products Direclive
" Arllcle 13 of the Tobasos Priducts Direative
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Consultation on the introduction of regulations for standardised |
packaging of tobacco products — Response Form |

a. Are you responding {required):

[ JAs a member of the public {go to question b)
DAS a health or social care pmfess.ir}nal {go to question b)
[Con behalf ﬁf a business or as a sole trader {go to questlon ¢)

X]on I;teh__alf of an organisation {gc to question <)

b. Please provide your details and contact information:

Name of respondent (required)

| P

Address of respondent (required):

Contact email address {required):

Now go to question f

C. Please provide your organisation’s detalls and contact Information:

Name of organisation (required):

| National Federation of Retail Newsagenis (NFRN)




Nam’aofrscn 1nc subipisalanedreduired):

*Job Title (required):

| Public Affairs Exedutive B .

Contact address of organlsation (required).  _ .

| Yeoman House; Sekforde Stréet, London, EC1R-0HF

" Contact email address {required):
r

1
IS TRIS tNe OMCkN 1éspunse of your organisation? (requlred): ;
Yes
[ INo

.c[. if you-are responding ;nn h.el-'l.alf df.a husi_neés, what type _Is it
E]Tﬁbacco retaller {supermarkeﬂ | |
[JTobacco reféilér (convenlence store)

[ ITobacco retaiter (nthér type of shop or business) -
[ JSpeciallst fobacconist |

[ ]Duity free shop




[ IWholesale tobacco seller

[ |Tobacco manufacturer

[ |Retailer not selliing tobacco products

[ JPharmaceutical industry

DBusiness. involved in the deslgn or manufacture of péckag]ng

[ |Cther (please provide details balow)

If other, please tall us the type of business:

e. If you are rasporidlng on behalf of an organisatlon, what type is [t?

DNHS organisation

[ JHealth charity/NGO {working at national level)

[ JLocal Authority |

[ JLocal Authority Trading Standards or Regulatory Sewiées Department
DLGGaI fobaccﬂ contro] alliance

[<JRetall faprasentativa urganisaﬁun

Dind ustry representatiﬁe nrganisétinn

[ ]Other type of business representative qrganisaticn

DLlni\.fersit;r or research arganisatfon

[ ]other (please provide detaiis below)




_ If other, please tell us the typé of organisation:

f. ~ Does your response relate to (required):
D<United Kingdom

[ JEngland only

[ IScotland only

[ jWales only

[ JNorthern Ireland only

a. Do you, or the business or organisation you raprasant,___h.a‘.r_e any dfrect or
Indlrect links to, or receive funding from the tobacco Industry? (raquired}

[ INo
[<)Yes (please describe balow)

If yes, please describe:

Dec_iaration of Interests

1. In 2012 the NFRN recrganised with the separation of the not-for-profit trade
association from its commercial operations, NFRN Commarcial Ltd.

The NFRN

2.The NFRN, whiie working with tobacco manufactures on issues of mutual
concern, has no financial links or arrangements with any tobacco manufacturer.




3. The NFRN does waork with the Tobacco Retailer Association, Tobacco
Manufacturers Association and campaign groups such as "Hands Off Our Packs”
and "No Thank EU" on matters of common Interest. In August 2013 the NFRN
asgsisted in arranging the distribution of campaign and information packs from the
“No Thank EU" campaign to NFRN members across the country.

4. The NFRN does not receive any funding frem, nor does it fund, any of these
groups, :

5. NFRN poligy is set by members at its Annual Conference. Members of staff,
including those who deal with tobacco manufacturers and campaign groups, are not
permitted to take part in the policy debates at the Annual Conference.

8. [n the Rapublic of Iraland, Transatlantic Public Affairs, who also work for Philip
Marrls, have previously provided no cost public affairs advice to the local NFRN
district. They now provide advice for a fee. Such advice is monitorad by the Haad
Office Public Affairs team to ensure compliance with the aims and ohjectwes of the

NFRN.

7. The Public Affairs team works for the NFRN and does not have sight of
commercial agreements between the NFRN, NFRN Commergial Ltd and third
parties, whethar they be tobacco manufacturers or not, -

NFRN Commercial Lid

8. NFRN Commercial Ltd, a whoily owned subsidiary operated at arm's length from
the NFRN, maintains commercial relationships with most tcbacco manufacturers.
As a result of these relationships an amount of £30,000 pa is spent by tobacco
manufacturers on advertising and sponsorship.

9. As these relationships are with NFRN Commercial Ltd, the companies have no
influancea over NFRN policy.

10. Senior management have received a modest amount of hﬂSpitél”t}F from tobacoo
manufacturers. All such hospitality is recorded and is available for inspection. As
meinbers of staff, the‘y do not have any say in the adoption or revision of NFRN

| policy.
Newtrada Publishing Lid

11. The NFRN also owns Newtrade Publishing Ltd, publishers inter alia of Retail
Newsagent and Retail Express. Mewtrade Publishing Ltd is operated as an amm's
length organisation, with contact limlted to senior NFRN management and the.
Communications and Public Affairs tearms who deal with Newtrade Publishing Ltd

.| staff as normal press contacts. Newtrada Publishing Ltd publications have carried
advertising from tobacco manufacturers but this Is unrelatad to the work of the
NFRN. "




General Principles

12. While the NFRN, NFRN Commercial Ltd and Newtrade Publishing Ltd believe
that it is perfectly legitimate to have business relationships with the manufacturers of
legal tobacco products, they are aware of the sensitivity of the sector and the
potential for reputational risk. The NFRN and NFRN Commercial Ltd therefore take
a conservative approach to these relationships, ensuring that relationships are
focused towards achieving the alms and oblectives of the NFRN and that all
commercial arrangements are proportionate to the service being provided.

h. If you do not wish your details to be identified in the summary report of
consultatlon responsas, please tick this box []

Consultatlon questions

1. Do you have any observations ahout the report of the Chantler Review that
you wish to bring to our attention?

The NFRN was disappointed that the Chantler Review concluded that a policy of
standardised packaging for tobacco products should be introduced.

We do not consider that enough time has passed to be able judge whether the policy
has been effective in its aim to prevent children from smoking.

Chantler himsalf concedes In the report that ‘theré are limitations to the evidence
currently available’ which suggests to the NFRN that it would be sensible to wait untll
further evidence has emerged from Australia, particularly given that the evidence

which has emerged suggests that the policy is not having the desired impact.

2. Do you haﬁfs any information, in particular any new or additional information
sinca the 2012 consuliation, relating fo the wider aspects of standardised
packaging that you wish o bring to our attantlon? -

The NFRN is concerned about the Impact siandardised packaging. would have on
the iMlicit trade, in light of emerging evidence frnm Australla.

A report produced by _acc:uﬂniancy firm KPMG found that illicit tobacco consumption
as a proporfion of total tobacco consumption had increased from 11.8% in June




2012 to 13.3% i June 2013 and 13.9% by December 2013, demonstrating that
consumption of illiclt products Increased after the introductlon of standardised
packaging. '

Furthermore, these findings are supported by official figures from the Australian
government which demonstrated that the number of seizures of illicit tobacco
increased by 60% between 2011/12 and 201213,

Given that illiclt tobacco can contain higher levels of chemicals and/or ingredients
unfit for human consumption, the impact of standardised packaging on the illict trade
needs 1o be properiy analysed before the policy is infroduced in the UK as an
Increase in the illicit market-is not only detrimental to legitimate retailers but to public
health.

In addition, evidence has suggested that standardised packaging has actually
increased fobacco consumption in Australia. In the year since plain packaging was
introduced, tobacco companies reportedly sold 0.3% more cigarettes than in the
previous yaar.

Importantly, figures from the Australian Government's National Drug Sfrategy
Household survey also found that the proportion of children smoking daily actually
increased during the pertod when plain packaging was Introduced with figures rising
from 2.5% In 2010 fo 3.4% in 2013.

For these reasons, the NFRN thinks it would be sensible to wait until a fuller picture
*| emerges from Australia before introducing the policy in the UK, as it seems there are
a number of undesirable consequences which can result from standardised

packaging.

3. Do you have any comments on the draft regulations, including anything you
want to draw to our attention on the practicalities of implementing the
regulafions as drafted?

The NFRN does not have relevant experience In this area and does not wish to
comrment. '

4. Are you aware of any further evidence or information which would improve the
assumptions or estimates we have made in the consultation-stage impact
assessmeant?




| Aside froim the evidence provided in the answers.to the questions above, the NFRN
is not aware of any further evidence which would improve the assumpatlons made in
the impact assesment.

Thank you for participating in this consuitation.

The Bepariment of Health and Devolved Administrations will only contact you should
we seek further information about your response.




How to get mvalved in the consultation

The conaultatlun will run for 6 weeks, from 26/06/14 to 07/08/14. Responses are
mvited from any interested group, company or person.

- Respondents are encouraged to provide their visws online, but responses can be
made in any of the following ways:

L

Completing the online form on the Department of Health website at:
http: /fconsultations.dh.gov. uk/tobacco/standardi i

o Fllling in the response form hi.r downloading If at:

hittps:/Awww.gov.ukfgovernment/consultations

o Emailing your response to:

‘TobaccoPackaging@dh.gsi.gov.uk

o Posting your response to

Department of Health

Standardised Packaging Tobacco Consultation
PO Box 1126 ' '

CANTERBURY

CT1 9NB
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Consultation on the introduction of regulations for standardised
packaging of tobacco products

Patral Retailers Association, August 2014

1. Executive Summary

The Petral Retailers hssuciatlnn [PRA) wealcormes the opportunity to sabmit to this consultation, Our
subrmlssion should be read in confunction with all the other evidence wa have provided o the

Government on this issue.
The PRA remains seripusly concerned this policy will provide significant burdens to Independent retailers.

Farecourt retalllng is ane of the most heavily regulated industrles, and further burdenscme ragulations,
alongside the current economle environment continue to hit the sectar hard. 1,000 Independent
forecourts have closed across the UK singe 2009,

Tobacco is the second mast Important product category, after fusl, to the Independent forecourt
operator and one that is therefors vital to our members. [n'our latest membarship poll, 90% of our
members stated they believe direct tobacro sales are Impartant to their bottorn line — an Increase of 11%

on our 2012 survey.

Desplte the perfod of time the Government has taken to examine this policy, it {s clear that the potential
benefits rernaln highly uncertain, and costs to business and the excheguer have not been fully assessed.
tuch of the real-world evidence from Australia has not been Included within the Impact Assessment,

~ which instead has relied upon wholly Inaccurate assumptions and sstimates. Not only would such a .
procedure to policy making go against the Government's commitment to ensure decislons are made ona
rohust, evidence-bazed policy making process, 1t would also go against the Government’s cammltment to
suppart buslness. Implementing policies without a soffd evidence base risks the Government opening
itself up to significant ¢ritlclsm and other actton by the businesses that stand to be serlously impacted.

2. About the Petrol Retailersﬁssm:iatinn

The Petrol Retailers Assockatlon {PR#}, part of the Retail Motar Industry Fedetatlon, represants 5,500
Independent fuel retailers across the UK, many of wham are small rural filling stations, The PRA Is
cammitted ta helping petral retatlers run their busingsses legally and profitably, adapting to new
challenges in the market place,




The retall sectar makes a key contribution to the economy, supporting jobs In communities across
Scotland and the rest of the United Kingdowm. Farecourt retalling 1s one of the most regulated industrles
and tough economic times, alonpside wave after wave of new regulation, means it is much harder for
businesses who are already strupgling. The latest data from Experlan Catallst shows that nearly 1000
independent petrol Alling statlan dealers across the UK having closad since 2009 —nearly 200 each year.

s an asseciation we have made our opposition to standardised packaging clear, on the grounds that it
will seriously threaten the ecénomlic growth of this country as well as jobs and businesses In our sector.
Tobaced is a legal praduct and is a vital part of the Independent forecourt shop sales. After fuel, tobaceo
remalns the second most Important product categary to farecourt retallers, cantributing between 30-
509 share of overall revenye. In addition, tobacco regulations oftan serigushy impacgt fetallers, with heawy
financial burdens In erder to camply.

3, Declaration of links to the tobacco industry

Tobracco manufacturers are amongst the wide range of retall and suppller metmbers of the PRA. The PRA
represents the Inferests and concerns of independent forecourt Dperatars acrgss the UK and we do so

without any obligation to commerclal Interest. -

4. Do you have any observations about the report of the Chantler Review that
* you wish to bring to our attention? '

As set out within our submission Into the Chantler Review, we strongly believe the only evidence which
“can go some way to determining whether or not this polley |s effective in achieving its aim of reduclng
smoking can be feund from the real-life Information coming out of Australia.

We were therefore slgniflcantly disappointed to see the Chantler Review's conclusians were based upon
the orlglnal evidence base from the 2012 consultation — the same evidence the Department of Health
assessed before statlng “Hoving carefufly considered the different views, the Gavernment hos decided to
waft untl! the emerging Impact of the decision in Austrafia can be measvred before we make o finaf
decision on the policy in Englona.”

whilst Chantler states that "Australio does ndt_ constitube that trial beeause o number of Fhings have
happened together, including tax rises. Disentangling and evaluating thase wifl fake years, not
months.” It should be possible to disentangle the evidence, and Indeed this is likely to be the procass
the Australlan Government will take to evaluate the effectiveness of this policy. We therefore urge
the Government to make its decision on whether ar not to move ahead hased on real-world

. avidence, rather than an projected estimates and assumptions.
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5. Do you have any information, In particular any new or additional infermation
since the 2012 consultation, relating to the wider aspects of standardised
packaging, that you wish to bring to our attention?

The tabageo category is of vital Importance to Independent retallers — particularly forecourts. [t s the
second most Impartant categary after fuel and contributes to between 30-50% of an Independent
forecourts overall revienie, Any impact on.that revenue showld not be undarestimated. Data from
Experian Catalist shows Fow much the sector has been impacted by the tough economic environment

- and the increasing number of regulations; nearly 1,000 independent petrol filling station dealers across
the UK have closad since 2003 = nearly 200 each year for the past five years, Whilst as the Impact
Assessment states “there ave many frends already impacting on smalf retaifers such as
confectionany/tobocconfst/newsdgents” these are largely drlven by the ever-increasing regulatory
burdens such as Increasing business rates, increased natlonal minfmum wage and further taxation on fuel

dutles.

Retailers are already doing what they can to adapt and future-proof their businesses. n particular, the
latest data from the Association of Convénienca Stores! highlights the signs of emerging growth in the
retail sector which grew by 5% from 2012 — 2013, There are now over 49,000 convenience stores in the
mainland UK, worth £35.5bllllon. These shops provide an Increasing range of products and services to
thelr local communlties —such as home grocery delivery and bill payment services. Invaddition local shops
are a key source of local employment, providing 376,000 Jobs natlonally. However, these signs of growth
shauld not be misinterpreted. Local shops owners have to work considerable hours - 57% of shop owners
work more than 50 hours per week on average, and 28% take less than 10 days holiday per year.

The assumption within the impact Assessment that “smaff retaders, such as CTNs, in order to hrive in this.
changing world, afready need to be pfanning their future business strategies, considering diversifing and
thinking about haw fo cope with off the trends and shocks that are fikely to affect therm. Qur assumption is
that standardised packaging will not add greatly to these needs for future-procfing.” does thereforz not
take into account the changes they have already made. Standardised packaging will simply add another
burden on top of retallers who are alread',;r struggling.

Since the Intraduction of standardized packaging-In Australla, a signlflcant amount of new evidence has '
been published showing the real-life impacts of the policy, in addition to new views and research In the
LK. We have summarised the evidence which Is of particular Impartance below:

The Impact on small retallers
Roy Morgan research of 450 stores aeross Austratio?

Evidence released by the Australasian Assoclation of Convenience Stores shows, in detail, the wide-
ranging impacts this polley has had on retailers in Australia - these significant retail impact areas, asidg
from transaction times, are not taken Into'conslderation within the Impact Assessment. This research,
which was conducted In August 2013 by Roy Morgan Research, 8 months after the Introduction of
standardised packaglng, surveyed 450 small retallers natlonwlde. The Roy Morgan data shows retailers

¥ Assoclatlon of Convenience Stares, 2013, The Local Shop Rapart 2053, accessed at

http:/ fwwwracs.ong.oken/fresearchTocal-shop-report/Index.cim

Aoy Margan Researeh, September 2013, Impact of Plaln Packaging on Small Befallers —Wave.2, accessed at
http:ffwnana acs. orgAnwp-cantentfuploads 201341 0flm pact-of-Plain- Packaging-on-Small-Retail e rs-ywi- Final-Repock. pdf
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are suffering as a result of result of incrzased illicit trads, increased labowr and Inventory management
costs, and praduct handling errars. In particular:

s Two-thirds of small retailers claim plain packaging has negatively impacted their business.
»  ¥3% experienced an increase in the time taken to serve adult smoker custamers and 62% report
. additional time is spent communicating with these customers about tobacca products.

s 62% of small retailers have faced increased frustration from adult sraker customers and 65%
have seen an increase in the frequency of staff giving the wrong products to customers _|[[:nrimari'l1,.r
due to difficulty in recognfsing/distinguishing between brands),

«  34% of retailers have experienced increased frequency of attempted product returns
predorinantly due to customers being given a product they did not ask for.

o A4% of small retailers consider that plaln packaging has negatWEI',r affected the [evel of service
they are able to provide to their non-tobacco customers.

s 66% of small retailers have spent additional time tralning part-time, casval or translent staff as a
result of the changeover to plain packaging, while 44% have faced additional costs from tralning

' staff members as a result of the changeover.

v 3% percelve that the gavernment has negatlvely affected the ablllty of small retallers fo
compete with larger chains. _

= 33% of small retallers reported having had customers enqguire abaut purchasing Mielt fabacen
slnce the Introduction of plalh packaging.”

Consumers are downtrading fo cheaper products

As we hawe seen in Australia, standardised packaging of tobacco products will break dawn product
branding #3 2 means of competition, lsading to consumers deciding which praduct to purchase based on
price. Retailer's margins on economy brands are 3% per cent lower than premium brands, scarcely making
a profit at all. Research by InfoView showed market share for cheaper cigarettes Tn Australla rose fram 32
parcent to 37 percent over the year since standardised packaging was introduced?®. The margin for .
retailers is ruch smaller an low-value products in comparizon fo premium — a decrease from
approximately 8% to 5%. Given [obacco sales represent 30-50% of a forecourts overall revenue, this will
ke 3 significant loss to the forecourt retailer — which it is implausible to assume will simply be made back
by spend elsewhera. :

. Cenfre for Econormic and Business Research?

The Centre for Economic and Business Research’ report highlights just how serious the impacts of this
pollcy may be on the independent retail sector. This too was not included within the Impact Assessment. -
In particular the report concludes that as a result of plain packaging, 5,400 convenience stores could
close, up to 30,000 of the 182,300 retail jobs in the UK could be lost and small retallers overall earnings
could be cut by up to £300 million p.a. —the equwalent of 19%.

¥ Aesearch h'gr InfoWlew, which manlters the Industry, showed market share for cheaper clgareties rose from 32 percent to

37 percent over the year.
4 Cehr, tay 2013, Quantificatlon af the ecenomile Inpact of plain packaglng for tobacco products In the UK, accessed at

final.pdf
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FRA Papius Polf

In March 2014 we undertook a second poll of our members to better understand their concerns with
regards to the Government’s proposals to Intraduce plaln packaging of tobacco products. This follows on
from the poll we undertonk to Inform the 2012 standardised packaging consultatlon. It Is the

. overwhelming view of our members that the Government should walt For the Australlan Government's
offlelal review into the plalh packaging 'experlment’ before embarking on slmilar leglslation over here,
PRA members’ reliance on tobacco has grown even stronger-since last surveyed in 2012, Today more
than nine out of ten believe direct tobacco sales are important to their bottom line. Convernead about the
direct ¢orrelation between, what they view as, a fragife economic situation and the survival of their
business, three-guarters believe that if the Government decided to proceed Forward with standardised
packaging that it would have a negative impact on them. They state that now is not the time to
experimeant with unproven tobaceo control policies which, as has besn measurad in Australia for over a
vear; will hurt small retatlers, .

«  84% agree that implementing standardised packaging would go against the Government’s pledge
to help small busingss, an 8 point increase on when they were last suryveyed ’

» FEight-In-ten think that the government should only pursue tobaceo control measures_that are |
proven to work and that de nat harm retailers | -

v D3% agree that there Is no credible evidence that standardised packaging will stop people from
smoking and the UK and Scottish Governments should fully evaluate the Australian experiment
before Implementlng the same pollcy here

Impact on the Miclt trade of tobacco products

The farecourt sectar 05 already hit hard by the iclt trade In terms of both fuel and tabaceo. The Mlelt
trade of tabacco undermines the responsible retailer business and fs wholly detrimental to thase warking
within the confines of the law —undermining small retaflers-such as aur members by depriving them af
key earnings whilst having a detrimental effect on general footfall as consumers do not enter their shops
te Buy other groceries. The high profits and law risk invelved in smugaling and counterfeiting tobacea
allows criminals to make considerable returns by undercutting legitimate retall sales with products that

" hawve heen known to contain asbestos, dead flies and faeces. In addition, the unregulated sale of thesa
praducts also makes thern far rore accessible to childran.

The IMclt trade of tobacco praducts |s 2 slenlflcant Issie In the UK, the latest Tax Gap report by HMHC
estimating the annual cost of tobaceo smuggling |s up to almnst £3hn.

The latest reports from Australla are showing a significant i increase and change in shape of the illicit
market since the introduction of standardised packaging. Given the significant threat tobacce smuggling -
poses, to tax revenues, health and its link with other crimes, it is amiss that the ink hetween illicit

tobacco and standardised packaging has not been fully investigated.

Austrafian Custorns and Border Provectfon Service [ACBPS) — Annua! Reportt

The [atest data fmm the ACBPS shows an increase In the total number of cigarettes confiscated in 2012~
12 reached 200 milllon sticks — this Is a significant Increase on 82 milllon sticks confizcated in 2010-11.1n
add|tion the duty evaded rose to $151milllon. This Is a signifleant Increase 1n the detection of tobaceo

5 Pupul_ﬁs, tlarch 2014 PRA Retallers Survey, ml]a ble at http:/fwwnw.populus.co.uk/Poll/PRA-Retallers-Survey,
& Australlan Customs and Border Protectlon Seivice, Octaber 2{#13,_ Annual Report, avallable at
httg:f fwwew.cus toms.gov.aufwebdata,resources files ACAPSANNwalRepo 2012 -1 3,|:|df

#PRA

PETROL AETAILERS ASSOCIATION




smuggling — and the Increase [n clparettes 15 comblned with a decrease in the guantity of logse tobaceo
heing smuggled.

KPMG researchinto the itlicit trade in Australia’

KPMG have provided an \ndependent assessment of the levels of consumption of illicit tobaccao in
Australla since the introduction of standardised packaging. The results show that Australians are not
-EmokIng less, bat instead finding cheaper alternatives. The data shows consumption of illicit products has
growen from 11.8% inJune 2012 to 13.9% in June 2012 — equating to a loss of $1bllllon to the Australtan
Government. . Frimarily this has been driven by an fncrease In contraband, howeaver it white have also
become much more prominent, now making up approximately 30% of non-domestlc manufactured
cigarette consumption. Whatever the make-up of the growth In the IIllcit market, thers has heen a clear
and significant increase 1n |llickt tobacco following the Introduction of standardlsed packs.

The health Impact continues to remain uncertain

The FRA supparts the Government's objective of reducing smaking, and in particular youth smaoking.
However we contlnue ta have serlous concerns that, not only will this policy.add further burdens on an .
already struggling sector, the evldence far this polley remalng weak and In fact may resalt in the opposite
effect. tn partlcular: : '

Experts disogree on the evidence

Reports fram Dr Nell McKeparny, of the Centre for Drug Misuse Research and one of Scotland’s leading
experts In tacking addiction warned there was insufficient evidence to support standardised packaging. In
partleular he stated: “The argument for requiring tobocco products to be sofd in plain or standardised
Jorm may welf be o cose where te colfeckive support for o policy has devefoped welf beyond the available
evidence,* T

Smoking rates in Austraifa have Moregsed

There 15 now 2 reasonable quantity of data avallable on smoking rates in Awstralia. Mane of this shows
that tobacco consumption has yet decreased since the introduction of standardised packaging — and
rouch data in fact points to the opposite. This is concerning and should be fully evaluated before a
declsion is taken whether or not to moye ahead. ' '

1. South Australlan Health Minlster Jack Snelling stated that his state’s smaking rates had Increased
from16.7% to 19.4% from May 2013 to May 2014°,

2. Thetobhacen Industry have reparted Inereased sales by 59milllan clgarettes 1n the first year since
plaln packaging was Introduced, As stated by Brelthart: "This fepresenis one of the few
Incldences of clgaratte consumption Mereasing In o modern Westernised coontry, The increase of
0.3 percent reverses the downward trend of 15.6 percent in the previows fowr years, "2

T KPMG, April 2014, el tabacea In Australla — full year report, avalfable at

R S ol oo fen I il itfD nisfil Toba ustralla 20123 full year repart.pd
8 The Scotsman, "Lack of evldence” to back plaln tobacco packaging. http:/fwww scotsman . com/newsfhealth/flack-of-
gvidence-to-back-plaln-tobacea-packaging-1-3366654

% Government of South Australia., ‘Alfresco dining areas out of puff’, 21/05/14

bittpffww.rcsa. asn. aufupload sfnews/ Alfresco® 20dining a2 Dareas 2out 2 Do 20puff. pdf

19 b e fanwew, bt el thart, com/Brelth art-Londand 200 40724 Sdwstra lan-Plaln-Packaglng-Lea ds-To- Esploslon- - Fake-
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3. Research by London Economics shows that there has be no change in smoking prevalence due to
standardized packaging!™

4. The Universities of Sarrland and Zurich found no evidence of a lasting plain packagmg effect on
smoking prevalence!?,

6. Are you aware of any further evidence or infarmation which would improve
the assumptions or estimates we have made in the consultation-stage rmpar:t
assessment?

The cansultation requests views on the assumptions and estimates made ’rhruughoiut the Impact
Assessment; we have a number of fundamental concerns which we have summarised below. The Impact
Assassment sets out the evidence base for the declslon with regards to standardised packaging, 1t 1s
therefare Imperative that it is accurate and unbiased. However, as it stands, there are a number of
slgnificant heles and incarrect assumptions made throughout. [t is clear the Impact Assessment and
evidence base for the policy is based upon “assumptions” and “estimates®. This Is partlcularly
disappointing considering this pollcy has now been [n place In Australla for almast two years, and there
therefore 15 much more rellable, real-world evidence avallable.

The gaﬁs_ within the document have also been highlighted by the Gavernment's Regulamrf Palley
Committee, who rated the Impact Assessment a3 ambier — therafore not fit far purpose. In particular
within their Opinion they highlight that the following key areas need to be reviewed:

1. The loss of profits as a resolt of brand value are nat incladed in the NPV — the costs will be
slgnificant for tobaceo manufacturers but will also have a direct costs to retailers’ profits.

2. Thereis no Impact Assessment for the revised Tobacco Products Directive and as a result an
adequate comparison cannot be made between the two pollcies.

3. The assumptians made on the [impact on retall transactlon casts should be tested during the
consultation, -

4. Itis unclear what costs are in and out of scope for the One-In-Two-Out regulation and further
evidence is required to support ts assumption with regards to the NPV to business.

In partlcular, our concerns are as fallows:
One-In-two-out

The Impact Assessment concludes that overall this polfcy, whilst In scope for one-in-two-out, Is classed as
aZeroQUT. The Impact Assessment only takes Into account two areas of Impact on business; cost to

. retaiters and cost ta manufacturets associated with changes in production processes. In particular Tt
excludes:

- compensabary costs as a result of deprivation of branding
- rosts as @ result of an increase In the illicit trade of tobacco products

I Lendsn Economies - An anabysls of smoking prevalence in Australia hitp://Tordoneconomics.co.ukfwp-
contentfuploads2013,/11/1 cndon-Economfcs-Report-Australlan-Prevalence-Final-Aeport-25-11-2015.0df
12 gchok Kaul and Michael Walf {2004}, Working paper serfes f Departient of Emnnmlcs to. 165, The (Posclble) Effect of

- Plaln Packaglhg an Smoking Prevalence In Australia; A Trend Analysis,
L’ )
\D
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In additian to the above, the Impact-Assessmant also makes ¢learly inaccurate assumptlions about the
impact on retailers and packaging manufacturers In particular. IE [s elear that, and as evidenced by the
latest real-world data from Australla, retallers will not benefit as a result of thls policy.

impact on retaifers

The lmpact Assessment makes the assumption that over time standardlsed packaging of tobacco
products will benefit small retailers — providing a saving to retailers and consemers of £9m a year, of
which 60% of the saving is expected for retallers. The Impact Assessment makes this statement on the
" basis of only assessing the Impact on refall transaction thmes as a result of this pollcy. 1t does not take
inte account all other costs to refallers as a result of standardised packaging, such as stock control
challenges, Increased customer frustratlon and In:reased product returns — these are noat taken into
account within the Impact Assessment.

In addiﬁun the costs to retallers including loss of profit and Impact on johs In the retall sector are not
factored into the Impact Assessment's NPV value as they are “affsel by Increased profits on goods and
services purchased fn place of tobacco™, It |s very large assumptlon to make that cansumers will cantinue
to make the same level purchases within the same convenlence stare. This Is particularly the case
consldering the Importance of the tobacco catepory and the average price of cigarettes. In addition Tt is
also an Implausihle assumptlan that consumers will also continue o visit the store at the same freguency
if they are na lonper buylng thelr tobaceo there. Evidence® shows that tobacco custarmers are much
higher spenders and vislt stores on a much higher frequency than the average non-smoker shopper:

- Tobacco shoppers spend 59% more per visit; apprmﬂmaie]yr £9.70 per visit rather than £6.09 far
non-tobaceo shoppers

- Tobacco shoppers visit 14% mare often each week —a frequenm,-' of 4.1 times a week compared
with 3.6

- Adult tobaceo shappers spend 81% more each week —an average of £32.77 compared with
£21.92

It cannot therefore be assumad that this significant difference will continue to remain should the aduit
smaker chaoose to purchase his or her cigarettes somewhere else — at a larger supermarket who |5 able to

- fund more staff to meat the new demands nf the policy, or at the black market where thm.r are able to
buy their product of choice.

The Impact Assessment needs to conslder all costs to the retall trade.

- Retalf transactfon tUmes

The only operatlanal 1ssue consldered within the lmpact Assessment is the impact on transaction tmes.
Hera the [mpact Assessment compares two studies: the first, which was not peer-reviewed, surveyed 100
retallers In one ¢ty ohly two months after the introduction of standardised packaging, and the second,
which was peer-revlewed, surveyed 303 retallers acwoss four clities, seven manths after the introduction
of standardised packaging. The first study shows a statistically significant decline of 1.55% in transaction
times, the second @ statistically insignificant increase of 1.52% in transaction times. Given the vast
methodological differences between the two studies, it is unclear therefore why the Impact Assessment
deems that the first study is the sironger of the two. This research forms the basls of the assumed
£9million in savings each year Lo retailers and consumers. In addltion the Impact Assessment also

W
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diseounts the evidence from Roy Morgan (mentloned earller] —with a much larger sample slze and
geographle spread —which shows 73% of retailers have experienced an Increase In transaction tlmes.

The assumptlans made with regards to retail transaction times should be Independently reviewed, and
should factar In the extensive Raoy Morgan Research data.

The evidence for standardised packaging

- To date, the evidence base both for and against this polley has been bullt upon experiments as prlar to
the Implementation of this palicy in Australla, no real-warld evldence existed. However, as standardlzed
packaging came fully inte effect In Australla aver 20 maonths age, on 1 December 2012, thers is now a
signiflcant body of early evidence showlng the real-lifie impacts of this policy. Much of this real-waorld
information 1s surprisingly misslng from the latest Impact Assessment, which instead bases its evidence to
support the introduection of standardised pat:kag_lng on the “best guess estimates” on the “likely impact of
the infroduction of skendardised packaging poficy”. These best guest estimates were ellcited from a panel
of tobaceo cantral experts tasked with estimating smoking rates bwo years after the policy had be
mtroduced™, It s understandakly surprising this extremely subjectlve and blased experliment to guess
smoking rates two years after a policy was introduced was preferred over-and-abhove the real life
evldence from Australiz, which has had the policy in effect for 20 maonths.

In additlon, the best guest estimates are expected Eo only constitute to a decrease in smoking prevalence
of 0,68% over 10 years. This does not allgn with the statement that "Opffon 2 is preferred in view of the
possibifity of very substontiol health gafns thet it offers™,

The evidence to support this pollcy should Include and ultimately favaur, the real-waeeld evidenge that
Is available over best-guess estimates and assumptlons — particularly where the real-warld evidenge Is
_ available to cover the same time perled.

7. Legislative process

The PRA 15 disappolnted that the Gavernment Implemented the primary legislatian for standardised
packaging, bringlng it \n under the Children and Families Act 2014, before the outcomes of both the
Chantler Review and this consultation. This implies that the Government had In fact made a declsion priar
to hoth of these processes = which unfartunately is supported by the most recent consultation process
and the ohvious biases throughout the revlsed Impact Aszessment.

It [Ine with paragraph 11.1 within the consultation document, we reglstered our concerns with regards to

the consultation process In wrlting to the Consultations Co-ordinatar, the Department of Health, the

~ Department of Business, Innovatlon and Skills, the Home Offlce and the All Party Parliamentary Group for
Small Shops. We recelved a response from Andrew Black at the Department of Health in relation to our

request for the consultation to he extended. We do not feel that the response -adequately addressed our

condcerns, These are as follows: :

1. The consultation, at only slx weeks, was too short for such a complex palley with a complex set
of regulations and impact Assessments.
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4.

Whilst the Minister announced a consultation would take place on 3 April, the draft regulations
and Impact Assessment were not made avallable until the canstltatlon opened gn 26 June.
Thoroughly reviewlng these documents |s Integral part of the consulEation respanse process, and
Slx weeks Is slmply nat enough time for a proper review and analysis of a 46 page consultation
document — with 20 papes of_regulatiuﬁ, alongside a 71 page Impact Assessment — to understand
its full implicatlons, particularly conzldering the range af businesses and Individuals whao wish to
resparid. In addithan, the consultation spanned the summer holiday season and Ramadan = both
of which would have significantly hindered the opportunity for small buslnesses to engage with
this. ' ' '

The Impact Assessment was anly published in English.

whilst the Consultation document and draft regulations made allowances for the varlety of
tanguage requirements of the Individuals and organlsatlons Interasted in responding to the
consultatlon, the Impact Assessment and other assoctated documents did not. A number of
retailers across the country, who are seriously impacted by these proposals are unable to read
English and therefora would not have been fully able to understand the Implications of this
policy on thelr businesses.- ' '

The Impact Assessment /s not deemed fit for purpose.

As outlined within this submisslon and stated within the Regulatary Policy Committes’s apinlon —
the Impact Assessment |s not yet “fit for purpose”, The RPC assesses the Impact Assessment to
be Amber — Le. flt far purpase If changes are made. OF particular concern o the PRA, the RPC's
opinlon states the following sfgnificant areas need further review and assessment:

*  The Impact Assessment does not contain a full assessment of the opticns available —in
particular a comparison is not made betweern the TPD and optlons set out In the Impact
Assessment. In addition an 1A on the TPD Is required to be publlshed.

& The section relating to Reduction In retalf transaction costs Is weak and requlres further
assessment and strengtienlng.

«  Further analysls of the Impact on Small & Micre Busingsses Ts required,

In addltlon ta the polnts ralsed by the RPC we have noted a number of additional points of
cancern within this submission which we feel need to be further addressed within the final
Impact Assessiment.

Only one polley was fully consldered within the Impact Assessment.

- As ralsed by the Regulatary Pollcy Committes, the Tobacce Products Directive is considered as

the basdling for this assessment, but the Impact Assessment does not fully set out what that
baselitie is. It cannot therefore be poassihle to fully assess the proposed beneflts of standardlsed
packaglng, partleularly Inrelatlan to the costs to business and ene-in-twe-out regulation.

A number of tohacco regulations are yet to come Into force In the UK and have not been

evaluated.
The revised Tohacca Praducts Olrective and display ban amendments ta the Health Act 2009 are

due to fully camre inte force over the next few years. Both of these regulations aim to improve

. health by reducing smoking, and have partlcular aims to reduclng smoking amongst young
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people. [t 15 llagical for the Government to implement three substantial regulations, with the
same aims, in such a short space of time, which all pose significant threats to UK business,
without having the chance to evaluate whether ohe |5 effective before Introducing the pext. This
Is a nansenslcal appraach ta pollcy making — and is particularly concerning to the businesses
burdened by these regulations,
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THE YOICE OF BUSIMESS

August 2014

CBI 5tandardised Packaging of Tobacco Praducts Consultatton Response

1 The CBI welcomes the opportunity to respand to the consultation on the ntreduction of
regulations for standardlsed packaging of tobacco products. The CBI is the UK's leading business
organisation, speaking for some 190,000 businesses that together employ around a third of the
private sector workforee across all sectors. This membership Includes the small number of
tobacco manufacturers aperating in the UK. Our response focuses an Issues that are of concern
to the broader business comrounity rather tian tobacco manufacturers speciflcally.

2. While the CBI has no mandate or wish to comment on the Government's public health agenda
Insofar as smoking is concerned, there are two wider points of concern for the CBI and its '
members around the UK’s reputation for better regulation and our position as a place to Invest
In, develcp and explmt brands and Intellectual prc:-pert*,r {IP).

3. This response will argue that the Government must not unduly rush legislatlon and shaould
consider all relevant areas as part of the consultation process befare reaching a final declslon on
the introductlon of plain packaging. As identifled below, IP daes nat appear ta have baen
properly considered In the consultation or the lmpact Assassment (1AL In particular, the |
Gmremm&nt must:

s Ensure policy 1s sublect ta a rohust regulatory pracess before Introduction can be consldered
s Protect the UK's reputation as a place to Invest in, develop and explolt brands and IP

Government must ensure pulic'n_.r Is sublect to a rabust regulatur\r procas.s before Introduction can
‘be consldered

4.. The UK enjoys a positive International reputation for pussessTng a good regulatory efvlranment. .
© Adherence to better regulation ]:rrlnclp[es and an svidence-based approach to policy making are
critical components of any successful pigce of leglslation. This Government has taken positive
steps to further imprové the regulatary environment, setting rigorous standards to be met

_ before legislation Is Intraduced while making space for reasaned debate and scrutiny throughout

the procass. However; businesses warry that the wrong options are stlll belng considered when - -
looking to address pellcy problems. As the recent Natlanal Audit Offiee report published 1n June
2014 highlighted, the Government too often relles on regulation as a default optlon.

5. Akey princlple of better regulatlan 1s that decislon-making fs informed by thoraugh and wide
consultation with stakeholders, Glven this, it is concerning that the current praposals lack a clear
mandate, Two thirds of over 668,000 respandents sef out their opposition to plain packaging in
the previous consultatlon run by the Department of Health in 2012, Desplte this [evel of concern
raised by 3 wide range of stakeholdars, the Government stllls plans to move ahead In what
would amount to a relathvely shurt -time frame aver the coming months,
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6. Additlonally, the Regulatory Palley Committee (RPC) assessment in the Impact Assessment {IA)
set out alongslde the consultation document fails to give a straight green light for the proposed
legislation. The RPC currently gives it an amber rating suggesting clear [ssues that will need to be
athdressed. While this rating does nat mean the Government should automatically reconslder Its
plans, it does strongly suggest that the propasals in their current form have serious problems.
There Is a growing concern that In a number of cases amber rated proposals have proceeded
without appropriate assessment and adjustment. The Governrment, having committed to a high
standard of regulatory practice, must ensure this approach 1s avoided In relation to plain
packaging.

7. However, It 15 not Just domestic lssues that need to be addressed before proceeding with
standardised packaging. There are also international developments that cauld have a significant
Impact. Firstly, part of the ratlonale for the Introductian of plain packaging in the UK is the fact
that It has heen Implemented in &ustralia already. Despite this introductlan, the Australlan
Government is not due to carry aut 2 foll ranging Implementation study until the end of 2014. A
more prudent positlon would be to wait until the resulis of this study are avallable to hoth Judge
whether plain packaging has been a success and to feed the lessons learnt through Australia’s
experignce into the UK's approach.

8. Australials also currently facing an on-galng challenge lodged by five separate countries with the

. World Trade Crganisation {WTO). The Australian measure Is belng apposed on the grounds that
it acts as a barrier to trade and restrlets Intellectual property without bringing clear heaith
benefits. WTD casas normally take a year or more fram the Inftlal meetings after a panel has
been set up to deal with the cases. In this instance, the WTO selected the panel's three judges
on 5™ May 2014. There s also unprecedented attention from governments araund the world
with & record number of countries —36 plus the European Unlon - applying formally to observe
the cases. '

9. The Government must be careful not to rush through the introduction of plain packaging ahead
of a decision by the WTO which could have a substantlal Impact on Its use as an accepted policy
taol. There |s also a wider risk that could come from pre-judging the WTO auteame. It may send
out a negative signal about the UK's commitment to the internatlonal trading system which is
particularly Impartant at a time when the Government is pursuing a policy to Increase
muitilateral trade and boost UK exports around the warld,

Government must protect the UK's reputation as a place to Invest In, develop and exploit brands
and P '

10. While it 1s sensible ta make sure any UK legislation is given the required time and level of
scruttng to ensure that it not only improves the policy landscape 1n the UK but also complies with
international developments, 1t s also vital that the Impact legislation might have on other parts
of the UK economy fs factored into the process.

11. One notatile area that has not heen given due consideration is the impact plaln packaging might
have on the IP envirenment in the UK, if the UK Is to remaln a great home for brands while
cantinulng to aftract IP-rich firms, business must have confidence that the Government Is fully
committed to making the UK the best place to Invest In, develop and exploit IP. The CBl is

‘concernéd that plaln packaging will undermine the Government’s support for IP and could set 3
precedent for how IP might be treated in subsequent proposals that affect the broader
ECONOITY. :




12. At present, IP Is not mentlanad In gither the current consultation or the [A. This is extramely
worrying as it suggests an area that has been overlooked to date. The value of IP to the UK
econemy is very high. Brands have made up an Important part of thls with the British Brands
Group estimating that In 2006 there was £15.8bn invested in brand equity in the UK alone. By
fareing the removal of branding from packaging, It removes the henefits businesses have
accrued by carefully nurturing brands over several years.

13. In partleular, the Impact on trademarks could be damaging. Although the draft regulations make
clear that tradernarks can still be used everywhere aside from retail, this removes many of the
benefits they bring. As the World Inteflectual Property Organlzation has explalned, the
trademark system helps consumers ldentlfy and purchase a product or service becauseits
natare and quality, indicated by its unique trademark, meets their needs, A trademark loses
much of Its value If it is no longer apparent to customers, reducing a company’s abllity to hoth
appeal to'it consumers and maintaln Its own rights,

Current [aw reflécts an international consensus that trademarks are an historic and
indlspensahle bulwark of successful economies. Undermining this as the consultatlan currently
suggests doing rlsks wider unintended consequences. The Chantler Review described tobacco

- packaging as a ‘marketing tool’, however, this mlsunderstands the role of a trademark. -
Trademarks perform a vital function for consumers and the Government should reconsider steps
that might damage this.

14

15. It s alse a concern that while the current proposals may be limited to one specific area, they
could send out a signal about the UK's commitment to IF as well as setting a potentlally
dangerous precedent that could discourage Investment In other sectors and reduce the UK's
desirability as a hoine for lnternatlonal brands. Given that increasing inward investment Into the
UK Is a key Governmaent aim, this needs to be carefully consldered befare proceeding as limiting
the use of packaging and branding to distinguish products on the market will automattcally
reduce the ahility of firms to introduce new products onto the market, the abllity of companies
to enter markets and.the incentlve to invest in innovation to create new products. This In turn
will make the UK a |ess desirable place ta Invest [n.

Conclusion

16. The Government Is rightly free fo pursue publle health policles in the most effective way, but it
wiould be Inadvisable to introduce legislation when there are still unresolved Issues around the
likely impact and until the implicatlons from Australia and the ongoing WTO disputes are clearer.
Flnally, even if these cancerns have been resolved, ne decision should be taken on the
introduction of standardlsed packaging In the UK untll thers has been a consideration of the full
range of Issues that the proposals impact on, particularly the affect they might haive on P,

'Vafuing Brands fn the UK Ecanorny, Westmlnster Business Schoal, University of Westminster, Decembar 2008
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benkert
Department of Health _ . ' m' S
Standardised Packaging Consultation o Gelimai
PO Box 1126 e o . S
Canterbury : N T
CT1 SNB
4™ August 2014
Dear Sirs, - -

-:Cng:suliation on the introduiction of regulations for standardised
packaging of tobacco products . '
We wish to provide additional information for the considaratlon of the
Government prior to a declslon being made whether to implement the proposals
published on 26" Juns 2014, A detailed response s attached. '

Benkert UK [td is a forelgn owned co'mpahj', part of the *‘Ee'nkeri Grétp”. The
Group’s main activity Is the manufacture of multi-colour clgarette tipping paper
 for supply to the major international tobacco companies. :

For more _ih_an_ 40 yaars Benkert has provided 150 well paid manufacturing jobs in
Central Scotland, Inward investmant of msre thah £20m has be¢n made. More.

than 90% of production is for export,

The Board of Bankert Ui cannot understand whjr the Government would ehact
the proposals when their effectiveness is unproven. -

The proposals are of concern to Benkert for the .folluwi’ng reasons:

- The propased future design of cigaretis fipping paper takes away the features
- which we have invested in to ba able to prodice. The propdsed clgarefts
tippinp paper can be produced with less sophisticated equipment and has a
lowar resale value. The corisequence I3 that the factory would hecome

unaconamic, .
The threat that producing materlal which contravenes the regulations could

[ result in imprisonment would make our present business untenable.

if the Government decides fo Implement the proposals Bénkert will consider
closing the factory in UK and ramoving production to another site ‘ir! aless

Regisialon: England . Bth Flogr, 26 Fawingdon Strest VAT N GE 262056026

W 1060004 Londan, EC44 440
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hostile anvirenment. All amplayeea weould become redundant and all activities
currently undertaken In the UK would cease.

-The puhllshed Impaci Assessment underestimates the affect. In our attached
datailed responias wa caloulate a cost ralative to Benkert which [s greater than
the cost stated in your Impact Assassment for the whole of the packaging

!nduatry




Benkert UK Ltd
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 Department of Health . . .

Standardised Packaging Consulfatmn . , . Coewiaie
"POBox 1126 | oot

Ganterbury - _ UK

CT18NB

4" August 204

Dear Eirs, o _. ' L : | |

- Detail respnnse to the standaid packagmg cansultatlon and impact
_assesSment

.The cnnsldaratlon of clnsura of our Alva fac:iorv Is not an empty thraat

< The Elenkart Grﬂup factorfss in Western Eur:rpe stpp[}r' to a diminishing market as

~ smoking prevalence decreases

= In 2013 Benkert Group tosad a tactory In Swﬁzerland as production demanded

. was too low for econgimic opérations 1 cortiniia

- -After the. devastating fire in.2008 the Benkert Group relustantly ceased pmductrnn
of non-tobacce products as proguction capacity was iimifed. Benkert UK has been
uhable to re-sstatlish salgs fo those former customers and has become. 100%
reilant upon tobacce customers -

It Is not possible for Bankert UK to quanti‘fy the percentags uf our current’
production which Is u‘lti‘matelv sold jn the UK. :

Benkert UK supplies cigaretts Hipping to varous mgarette factories within the EU. The |
' cigarette fagtories supply clgare‘ctes thmughuut the EU indluding UK,

The impact of stantardised packaging upon 1he Benkert UK huamass within the
- EU could ba tn elimlnata multf cnlnur p_udu::ts and branding

- Based upon uur current prices and volumes sales revenue oc-uld be reduced by

. approximately €4m pa
- Cost savings could arise dus to improved waste levsis and Jess materials content _

achieved by producing a less complex product. Basad upun current we estimate
- this could be €0.35m pa

Feqistratdon: England Bin Flaor, 26 Fardngdon Sreel  WAT N BB 2658056820 D,
W A080004  Londan, EC4A 4AH




- There would be no saving in production costs as machines and prlntlng gylinders
would net be changed

Tha net reduction in proflt coutd be more than €3.6m pa

- Furthermore, if our customers decided that there is no longer a requirement for Benkert
UK to print and siit white cigarefte tipping paper the sales revenue loss would be
. greater, €10m pa. .

Standardised and less complex products could be easily produced ini low cost regions
- and [mpurted inte the EU. Benkert and ite hlghl}f skilled employees will not be able to
compate.

In all the above scenarios continualion of any production in UK would be
u:'mahlﬂ

- 'Existing plant and machinery would become redundant.

Our existing plant and machinery is designed to produce multi-colour branded cigarette
tipping paper. Plant and machinery would elther bacome redundant, or would be of a
higher specification than would be required to produce ths [ess complex praducts. Plant
and machinery costing €15m Is at risk.

A permaﬁant impairmerit Writ_h-uff could be required.

The current staffing of some procésses ﬁnuldL& gxcessive for the reguired less
complex progduct. '

Redundancy costs of €20K per employes could be incurred.,

Benkert UK Directors have invested considerable time and cost over the past 30
months explaining sur cofnicerns to the British Governiments.

- We have met with MPs, MEPs and M3Ps.

- We have hosted visits to our factory.

- We have explained what wa do and the role we play, and wish to continue to play,
in the local economy.

- Wae have travelled considerably to altend wherever we are reguested io meet with
those who may Inform and influence Governments decision.




- We have engaged with other parties throughout our industry in order to coniribute
te the production and presentafion of information to axplain the complexitles of the
production and packaging of tebacco products.

- We have had to engage external resources 1o assist us to try to’ unﬁerstand the
enomous amounts of Infofmation which we. are required to review and pass our
comments upon.

We must take further advice from our legal advigers and Insurers about the viability
of our operations if the “offences and defences” In the draft ragulations are not

amanded

. Wa cannot guaniify the huge drain upon our resources that this has been and
the negative affect that the diversion of our attention from our cere activities has _

caused.

We rainstated our factory and maintalned full employment following a
devastating fire in 2008.

The shareholders decided at that time to reinvest the inalirance monies in the UK rathér
than site a new factory closer to our customers. The support indicated at that time from
* politiclans at Westminster & Holyrood was an important factor in that decislon.

Further investment had cnntmued because the Diractors relied on the stated policy of
the UK Government {confirmad tn July 2013) fo niot proceed with plain packaging until
clear evidence was available that it could produce a reduction 4n smoking.

Thé announcement of the Chantler Reviéw caused us to put Investment plans on hold. .
Had we Toreseen the UK Guvarnmants change In attltude we would nnt have

nonﬂnued with the Inves*tmants

The Board cannot understand why the _G-::-*,rarnmén"t woi.:lc_l contemplate the action
proposed with no conclusive evidence that it would reduce smnk]hg‘

The majority of the board of Benkert UK are German natlonais. In ('ilarrnr:mi.Ir the atlitude -
to plain packaging and the measures taken to reduce smoking are very different to in
the UK. The German Govemment has listened 1o the concems of businesses whose
existence depends upon confinuation of the status quo.

If the UK Govemment does not continue to support our actlvltles we may be
forced to remove our manufacturlng from the UK,




if the Directors are forced to conclude that continuing manufacturing ta the UK is
too diﬁLglt we wlll close the factory and the following lmpacts could result

- Mc:re thah 130 amployees could be made redundant In an area whlch afready has
higher than average unampluyment
- Redupdangy osts exceedirig £2rm could be incurred by Benkert UK
~ A redugtion &f dispusable Incarfie of £3m pa from our employees
. .Other local fobs could be Jost
= Our spending in UK would cease, Wea curfently spand more than £5m pa with our
- 10 largestUK suppliers. itis probable that they could make soms staff redundant,
- - with canﬁaequent costs, :
- The plant & machinery in Benkert UK wc:uld he remwad and whers possihte
. tréinsférred to other Behkert factories, or sold or scrapped. The cost of write offs
and removal could be-£10m.
» -~ The buliding would be sold, or demolished and the fand sold, or abandaened
= Repayment of corporation tax previously paid would he due
- £4m pa of taxes currently pald. by Benkert UK and employess would cease’

- -In sumrary:

=~ Onge only costs to Benkert £12m
- -Annual costs to suppiiers £5m

- Annua! costs to employees and suppliers employees of lo$s uf]obs £3rh
- Anhual Gosts to Gwernment due to reducad taxss £4m




Dear Sirfliadam

Limberine Road
Hilsea Forsmaouth

th
5" August 2014 . _ | Hamgstire
_ PO SJF
Standardised Tobacco Packaging Consultation UK

Department of Health

7" Floor wellington House

133-155 Waterloo Road
London SE1 8UG

‘Response to the consultation an the Introduction of regulations for s_'tandard'ised

packaging of tobacco products

| represent the views of Mulii Packaging Solutions, formerly Chesapeéke Branded Packaging,
who have grave concsms regarding the intreduction of Plain Packaging and the unintended
consequences this will have on our and many other UK Businesses. '

MPS has 13 factories in the UK, manufacturlng added value packaging for markets such as
Premium Drinks, Food, Confectionery, Pharmaceutical and Tobacco markets. Twao of our UK
factories, Portsmouth and Bradford are dedicated to_packaging for the tobacco tndustry, The
tobacco packaging sites employ over 130 people in thess two economically challenged parts of
the country. The business has retained its skilled workforce, 60% of our employees have over
10 years service with the company, but we also look to the future with an active apprenticeship
scheme. We have been supplying the industry for over 50 years and service clgarette
manufacturers in the UK, plus other Eurcpean facilities. '

As we have shown to your colleagues in the Government and representatives of the
Department of Health, fhrough visits and presentations, our fwo facllitles are speclalised with
substantial investment In gravure technology and a very skilled and dedicated workforcs.

Our facillties are unique in the wide range of tobaceo packaging which we manufaciure, ihus
this makes the tmpact of Plain Packaging even more severs for our business. We see the drafl
legislation impacting our products of cigarette carton packaging, RYO carton packaging, prinfed
film and printed paper overwrap. '

We would like fo address the four maln-guestions from the consultation

1. Do jou have any observafions about the report of the Chantler Review that you wish to
hring fo our attention? '

We are very concamed that even though the Chantler Review was given the scu;ﬁe of reviewing

the impact on Public Health of Plain Packaging, there is no actual evidence to conflmm that there
s a link between packaging and improved Public Health.

Evidence from the Australian implementation of plain packaging is inconclusive. Sir Cyﬁl states

“it is too early to draw definitive conclusions” from Australta (1). . The Spacial Eurobarometer

385 Report {2}, which was commlssioned by the European Commisslon and formed part of the
avidence base of its impact assessment on the revised Tohacco Products Directive, states that:

Reglétered Numbar: 2688087, England and Wales
snlstered Offlca: Millennlum Way West. Phoeniy Centre. Wnllinoham. NGA 80, LIK




= 79% of respondsnts say that peer influence is the most commonly cited reason to start
smoking;

» by contrast only 3% cited packaging as a reason to start smaking;

» 1% of respondents indicated that the shape or texture of a pack made consumers think
the brand was less harmful than other brands.

A further area of concern was that the Review was not given any scope to consider alternative
policies. One such slternative which appears fo have been very successful s the approach
adopted in Germany of concentrating on education, especially of the youth. The policies and
research show that;

“data compifed by the BZgA afso provides evidence that social preveniion measures and
awareness-ralsing campaigns are the most effective foofs fo prevent young people from
- smoking, whife dissuasive warnings labels on cigareife packages prove m he much less
effective.(3) :

In concluding his review Sir Cyril Chantler draws a subjective conclusion that

I am not convinced by {he fobacco indusiry's argument thal standardised packaging would
incroase the iiclt market, especially in counterfelt cigarettes™({)

- However the Department of Health's own summary of the responses to its consultation makes
clear, the business community was near unanimous that standardised packaging would result in
" Increased [licit tobacco on the market. The fact that the UK would potentially be the only

- European country to launch Plain Packaging will also have a dramatic effect on the balance in
the markets and thus counterfelting activity.

With UK product being simpler and cheaper to copy, due to removing the complexity of the
packaging, and its high end market sales price, this makes the UK market even more attraclive
to the criminal community to'increase their counterfeit efforts.

2. Do you have any informalion, in particular any new of addiional information since the 2042
consuftation, refating to the w:der aspects of standardised packaging, that you wish fo bring
to our afteniion?

We are very surprised that the UK Govemmeni after stating its intenfions:

Public Haalth Ministor, Anna Soubry MP, said: "We are waiting fo sea how things develop In
Austrafia and, as | say, good faws are based on good, sound evidence. That is the way
forward.”

That it wishes to push ahead with Law which is not based on any sound evidence as highlighted
by SIr Cryil referenced above and by the fact that the current decline of smoking.demand in
Australia appears to be, only following the current declining market trend and in fact there
appears to have bean an upward movement In youth smuoking for the flest time!

These concerns are all reinforced by the fact that the Australiar Government is not ready to
_review the impact of Plain Packaging until December 2014, Wauld it not be sensible for the UK
- Government fo wait to ses what this market information confirms?

Since the last consultation there has in fact been some positive news in the Iatsst report on
*Smoking, Drinking and Drug Use Amaong Young People in England — 20137 remantl:.fr published by

the HSCIC shows.{4)

"In 2{}13, less than a quarter of puplls said that they had smoked at least once. At 22%, this was
the lowest levsl recorded since the survey began in 1882, and continues the decline since

2003, when 42% of pupils had fried smoking.




3% of pupils reported that they smoked at least one cigarette a week, the survey dafinition of
ragular smoking. This was also at the lowest [aval measured since 1982, and considerably

below the 9% recorded in 2003"

The legislation currently implemented, combined with current social trends are obwviously
working in reducing the Youth smoking rate. We now have the full Display ban which will be
effective_ in April 2015 and then the TPD2 legislation from May 2016. We would ask, with this
background and without further convinclng factual evidence, why would the UK Government
infroduce more legislation on Plain Packaging that will impact UK business, jobs, exports and
tax revenue when there is shill no reported or proved success in Australia®?..

3. Do you have any comments on the draft regufations, including anything you want fo draw fo
our atfention on the practicalities of implementing the regifations, as daraffed?

We have throughout the process of the first consultation, visits to our facilities and the Chandler
review triad to stress that the gravure tobacco packaging machines operated by MPS are
dedicated to this market and despite numerous attempts over the years we have not been able
to find alternative markets which suit the equipment and the upfront capltal costs. As we have
stated this production format plus the complexity of the packaging are key elemenis which
prevent counterfeit and maintains business in the UK with skilled employees and operations

such as ours.
The draft regulations totally remove the complexity of the packaging:

« Plain Packaging removes the need for complex, differentiated and high quality packaging,
so fransferring production fo low cost altematives and countries. The likely consequence is
the closure of fobacco packaging manufacturing tn the UK. In the case of MPS, just one of
the companies affected, this directly puts af risk over 130 jobs in lower economic regions of
Portsmouth and Bradford.

« Qur genuine product is regulated and tested throughout the supply chain, thus ensuring the
consumer receives the highest standards of hygiene and the lowest leve! of migratory
toxicants possible. The Counferfeit supply chain does not consider any of these slements
and will put the consumer at serious rigk, The Counterfait supply cham will also not
consider the legal age for smoking, selling to whoever will pay.

« Financial impact: loss of tax revenus from counterfeit products, the UK already loses
_approximately £2bn from counterfeit products. The loss of tax from two businesses in the
UK and a further lack of investment In the UK ecanomy.

Timing

The Industry is vary concerned about the biming of this legistation combined with TPD2, thers is
a limited supply chain of Gravure tooling. Printers / Convertors will need to place orders well In
advance of implementation dates. if firm, precise and detalled regulations are not stated very
garly the Tobacco companies may have to move to alternative print/converting technolagies,
due to the lead-time on tooling, further impacting our business

Printed Film / Paper

Tha UK legislation appears to be going much further than TPD2 cn the outer wiaps for
cigarettes, suggesting these have fo be clear and unprinted, this effects MPS business
significantly as we have two production machines dedicated to printed films and paparwrap. |If
these printed packaging formats will ba stopped in early 2016, we will have further obsolesce of
machinery combined with the carfon business, making the continued ability fo manufacture
tobacco packaging in our two UK facilities impossible in the long term.




UK pachkaging cannot be held fegally responsible

Point 5.18 in the drait legislation suggests that both the supplier and the manufacturer could be
held responsible should product not complying too the regulations raach the UK market. As &
manufacturar we cannot control the use and the final destination of our packaging products.

There are a number of products which we produce which are genefic in nature, used in a
number of markets, and so we cannot be hald responsible if some of this product end up in the
LK marksl. This slatement needs to be remaoved or amended to be mads more specific.

4. Are you aware of any further evidence or informatfon which would improve the assumptions
or estimates we frave made in the consuftation-stage impact assessment?

Tha impact figure in the 1A of £5-10m to the UK Packaging Industry is slgnificantly understated,
This figure appears to be the estimation of the costs for only tha two gravure fobacce carfon
packaging comipanies in the UK. The estimation of 60% by ECMA highlighted was based on
‘the Initial draft legislation impacting cartons, now the legisiation also impacts paper and film
then this will be a 100% impact. '

This figure does not Include the other compantes who supply tobaceo packaging In the UK and
also the companies within the supply chain such as taoling suppliers (die-form makers, gravure
cylinder makers, emboss fool manufacturers). An example of this is our UK cylinder suppller
will reduce the amount of cylinders it engraves due to combined factors of no new redesign
changes, a smaller porifolio of ski's, no brand extensions, a reduction in the number of colours
and a lack of complexity between.each variant, {one cylinder change vs up to 5-6 changss
currently). This. one impact on cylindars then affacts a complete associafed UK supply chain,
from the Design Company, the metal raw material supplier, the engineering company making
the cylinder base, fo the cylinder engraver, the ink CDmpEI'I}f through fo the transpﬂrt companies

who transport these goods around the UK.

- We are' unahle to put a total market cost to the total UK supply chaln impact hut this will be
stgnificant compared to the £5-10m estimated. We ara abie fo confirm the cost of closure and
disposal of assets of cur two facilties in the UK will alone, be In excess of the £10m estimated
In the 1A as the total impact to the whole Supply Chain. Of concern also is over 40% of cur
employees are aged 50 or over so finding allernative employment late 1n thelr careers will be
difficult.

The impact assessment makes a claim that thers will be lowsr costs o manufacture the Plain
Packaging. The bastc cost of the pack could be lower however thls cost saving will have to be
passed back {o the Tobacco Manufacturer, so the printer will lose revenue and more importantly
will [ose the added value gained through the complexity of the packaging. This loss of revenue
and added value will make it even more difficulf to make -any type of margin on this business.
This will further increase the speed of decling of the UK tobacco packaging industry as no
investments will ba made in the UK and returns will not justify confinued manufacturing ln the
. UK.




Slrnary

MPS belleve that the draft regulations submitted will seriously damage our tobacco packaging
buslness In the UK, and have a much wider impact on the 66,000 people who work In the
industry and its supply chain. MPS will not be able fo confinue its cperations In the UK as
‘currently, and will have to make strategic decisions regarding the fufure of its facllities and the

timeframe.

We are very disappointed that the UK Government will act alone, against the rest of Europe
without strong evidence, with the consequence of impacting skilled UK businesses, Jobs and
communities, We firmly believe that complex packaging is the best line of defence against
counterfeit, unregulated product reaching the UK Market and especlally the youth smokaer.

We would ask fhat the Government ramn_sfder this leglslation and its uninténded CONSEGUENCES
to UK business, continue with the rest of Europe on the implementation of TPD2 legislation and
review the Australian model once accurate, provable data Is available. _

We thank you for considering our formal respense fo the Consultation and as always we are
-available to answer any questions on specific packaging questions.

Yours sinceraly -
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Department of Health Standardised Tahaceo Packaging Consultation
' Po Box 1126 Lo -
Canterbury _
crione o

Hello . '. S

As a ramber of the tobacco packaglng supply chain from a raw material perspectiue:we have taken a keen
. . interestIn the topic of tobacco packaging legislation and as such, we made an offlcfal submisslon to the
" Governmant review held in 2012 and alsa offered information to the Chantler Review. '

:Iggesund:Paperhoard fa-membzr of the Swed|sh forest group, Holmen AB} operatés a manufactutlhg site In
:-Warkington, North West Cumbria on the Solway estuary. The site produces and sepplies approximately 200
kT of virgin fikre falding box hoard Into the Tobacco, Packaging and Graphical end use areas. The Mill S )
~ employs approximately 400 people diractly 2nd roany mare indlrectly In the supphy and loglstles chain. '
Owver the last 15 years we have invested some £180 mllllon into our UK manufacturing facllity and our efforts
contribute to the UK-economy (n 2 huge numbeér of ways, mcluding contlhued ?zrid expanding employment,
development of hew skills and increased pracurament of services, supplies and raw materlals from other UK
based Campanies. One of oyr princlple raw materlals is waod and we source some 500°000 forne per '
annum of harvested timber from the UK forest Industry, This process again creates its own slgnificant
business faotprint. : o — -

. Abave and beyond the obvidus economic footprint, we also add value to our local communiy, \l;[hlch has .
been historlcally dominated by the vastly diminlshed traditional Industry base {coal mining, steel works etcl,
through Job and skills develapment. We don’t just provide employrnent, but offer the opportunlty tatraln
‘and galn compatende for a range of new disciplines. The most recent example of new skills development
_ .came through the commissioning of our new 150 MW Thermal Cutput Bio Mass Plant. )
- The £108 milich investment not only created cansiderable employment durling its' davelopment, It
- Introduced new Industry technology ta the area, creating the abllity for lecal people to explare 2 prevlously
- .unavallable-careerpath. Italsoledtoa further initiative whera we work directly with local farmers to make '
usa of thelr fallow fields to grow fast growing wiilow as an-energy crop. This In turn agaln creates a positive
contrlbution to the local and national economy. - S '

: Qur-prineiple concern through the entlre |eghslative review pracess has been one of job f business security,

. as It is our.bellef that understanding of the potential impact that the proposed leglslation could have on our
"-abllity to:maintaln our business activity In the UK ls largely unrecognised. A concern fuelled by the fact that -
. theinltlal Impact assessment wiftten In March 2012, 1/A No; 3030, appeared to hava been written purely by -
- the Department of Health, without Input from other Departments or Agencies and contalned barely any
recognltion of Impact on the supply chaln businesses that service the Tobavca Inddstry, :

"




HDLMEN GERDUP ,
It Is aur oplnlon that restricting / removing legitimate hrand complexlty frem pack design through the type of
measures outlined within the consultation document will commpdltise tobaceo products, raduclng guality
" competltion In favour of price competitian, This wlit in turn devalue our business mode) as the characteristlcs -
_and capabllitles that our range of products offer the tohacco market will no fonger he required, the result of
which will be to undermine our future investment ¢apa billity, jeapardising our abllity te maintaln aviabla

business and emplayment structure.

When thls censultation plan was published, along with [t5 6 week deadline ta respond, we respactiully

reguested an extension to the deadline as we felt that 5 weeks was too short a perlod of time to allow us to

respond with the leve| of detail that we felt demonstrated the [mportance of the topic to our buslness

(partlcularly as the & week perlod runs through the Summer period), As mentlened ahove, we hada . s

patticulat concern over the lack of recognitlon of Impact on our business in the Impact Assesstnent published .

In 2012 and our first cbservation I, relatlon to the updated Impact Assessment published on 28" June 2014
woulld be that thls ¢oncern continues, - ' ' - : - : :

Asa result of the limited time allowed to evaluate the documents published on the 28™ June 2014, we have -
had to facus our comments to a {ew significant observations, when ansu_fer[ng the speciflc guestions pn;edﬁ

through the FEsponse process.
_The questlons and our comments can be seen below-

tonsultatlon Questlons

Question 1. Do you have any observations about the teport of the Chantler Revlew that you wish fo bring

. to our attentlon? :

Answer— i : . - .
s |t [s Interesting to note that In preparation far the Chantler Review, Sl Cyrll Chantler saught ta [Imit .

further submilsstons to those of a researchibased evldence nature, but the resulting repart Was
fargely oplnlon based In concluslon, This 1s probably to be expected due to the thecretical nature of
the topic, glvin the limited practical experience of the type of leglslation currently under -
- consideration. T . . - : . ) -
. The fact that the repart is vpenly apinian basad Is commendablzand as a result, we would challenge
the Interpretation that Jane Elllson, The Parllamentary Under-Secretary of State, Department of
Health offered in her Minlsterlal statement, accom parylng the publicatlon, af the Consultation on
the Introdutlon.of regulations for standardlsed packaging of tobacco products. .
The Chantler review clearly statesin summary that f am satisfied thdt the body of evidence shows
. 'that standardised packoging, in confunction with the current tobacto conirol regime, is very likely to
lead ta u modest but important reduction over Hme on the uptake and prevalence of smokingand ~~ - -
. thus hove o posttive Impact on public Aealth” S - o

. Jane EMson’s own statement read "fhe report of the Chantler Revlew, which was published In Aprit -
2014; concludzad that If sfandgrdised puckaging wos intraduced, It woutd huve a positive Impact on
public heatth _ I - .
The terms “very likely to” and muould have” are very different and we would request, glventhe
slgnifleance of the impact that thTs leglslatlan would have on ot husiness, that findings and opinions '
are not mlsrepresented, in order to allow declstons to be made based ona trug undetitand(ng of the
process as a whole, . : -

e e would also challengs the statement made within the Chantler Review in relation to standardised
packaglng’s Impact anilllelt zctivity. Whilst we would acknowledge that currant pack designs do not
prevent caunterfelt behaviour and as such, counterfelt examples of the signiflcant UK brandsare

Office 4
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alieady In the market, we would suggest that in the continual battle agalnst illicit activity, one clear

" phjective should he to avaid making |t an easler task for countarfelters to operate. Asa result, we
continue to malntaln that potentlal un Intended consequences attached to the removal of pack
complexity that the adoption of standardised packing would create, could have detrimental effects
to publlc health through the proliferation of [lllclt tobaceo act|vity.

Questlon 2, Do you have any information, In particular any new or additional Information since the 2012
consultation, relating ta the wider aspects of standardised packaging, that you wish to bring to our

attention? ’

Answer — : . _ .
s Az mentloned ashove, it has always been our concern that the consideration to Impact on business

-has been limited and throughout the process we have trled to ensure that our section of the tobacco
packaging supply chain s recognised. Our new observation would be that this |s an lssue that has
not bean rectified in the most recent Inipact Assessment published on the 28™ June 2014 as there
appeats to be no dlrect recognition of the Impact an our part of the packaging-supply chain. [n fact

~ the Impact Assessment iy refation 1o tobacco packaging manufacturers seems 1o stop at the point of
print. There Is reference 1o a general loss of business for raw material suppllers attached to a
5 reduction in consumptlan and this (s a rlsk that we readily acknowledge and factor intg our business

. plans. _ ' o -

There ls also a raferance ta an opinlen that the packaging supply chain should, after same inltlal
transltlontal dutlay, expeilence a reduciion In running cost due to a more streamlined produck
regulrement. -

. Whilst this observation may be true for other sections of the supply chain, It does not apply to us.
We detailed In depth during.odr.Inltlal 2012 consultation response, the fact that the characteristics
of the product wa produce {which are-conslderad as premiurn ¢haracteristics) would no longer be - b

- requlred if the proposed new leglslation came Into farce and ths result would be the down grading
of raw matertal choice to a mora mainstream packaging raw materfal, The slple result for aur
" operation would be a significant lass of businass In one hit {as ppposad £ the slower decling
. expected in relation to reduction in general consumption) that would put Us [nto a financlally
unstable position, We also explained durlng the previous consyltation response that the only
alterpative farket that we could realistically look to scurce replacement bisiness from, would he
. the general packaging market and due to our specialist-niche producer status In relation to the ’

- . evonomles of scale of the general packaging market, our abllity to react [n & peslitive way wouid be
very lmited. o : : -
Without wishing ta repeat the entlre section of the 2012 consultaifon rasponse, up ta ahout 1013

.years agn our qualtty and salés strategy had been based around general packaging with a heavy -

reltance on traditlonal food and cereal packaging applications. C

Ik was quite clear In the late 90s that this strategy would not provide for a ylable or sustalnable
business which would allow the MHI to continue In operatlon, During this period a sustalnable
strategy was developed which included a plan to rebalance the sales-from the Mill and make
speclalist tobacco packaging a more sign[ﬁcant_part of our business mix. It was the successful -
implernentation of this business plan that created the foundation for &1l of the subsequent

Investment [n the UK facility and our currerit sustainable pesition,

The implementation of the proposed legislation, will put our ope ratlon
our future wllf be far from certaln. '

badk to [ate B0's statﬁs and
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s We also note that the Regulatory Pollcy Cominlttee Oplnlan Document on the Impact Assessment,
pubiished 25™ May 2014, ref RPC14-DH-1228{2), glves the Impyact Assessment an Amber rating and
states “The 14 wiff be fit for purpose, provided the Department addresses the polnts set out In ihe
opinion®. There are several question’s ralsed within the Opinion Document over the Impact’
Assessments statements in relation to packaging manufacturers and In the point titled Impact an

‘Wanufacturing the following ctatement is made “Afsg, the JA does not discuss sufficlently the
Impact of the requirements on the monufecturing companies and thefr emplo yees, and which
. Impdcts should be considered direct or indirect, The IA should provide o discussion of the impact on
_ _fhnsé companiés involved In the packaging and branding of tobacco and elarlfy which cosls are direct
and which Indirect”. We have offered and encouraged at every opportunity through this process the .
possibllity of site visits or meetingsIn London to promete understanding of the Impact en our,
business and would make this offer again now, shoutd the Department of l_-Iesﬂth wish to [nclude aur

concerns In the Impact Assessment.

. Questlon 3. Do ifou have any comments on the draft regulations, including qnyfhln g you want to draw to
our attentlen on the practicallties of implementing the ragulations, as drafted? : L
Answer —\We have nothing to add to this questlen. : ' '

Questlon 4. Are you aware of any further evidence or informatlan which would Improve the assumpt|ons
or estimates we have mada In the cansultation-stage Impact assessment? . :
ARSwer - _ : . _ ) . _
» ‘We acknowledge the comiments made within the Impact Assessment In_rélaﬂun' to the difficulties In
" differentiating hetwegn Australla’s Plain Packaging Inltiative and other initlatives introduced at the
oo same time, when looking for evidence of effertiveness of the Australlan Plain Packaging Policy - '
. % . - {although we believe the same difficulties should be recognised wiien referencing the Australian
- ._Plain Pack Inftlatlve In a positive manner]. We also recogniss that various quotes and studies have
"' already been rmade an the subject fram varlous different angles, however, given that the Australian -~
_Guvernment have proppsed a review of this Inltlative that wauld start at the end of this calendar
“year and théy represent the only opportunity to gather factual evidence through live experience, we
- would suggest that there |s value to be galned In waiting for the cutcome of the review. We would
-.als0 suggest that It would bg'ben'éﬂclal o not only look at the Trapact on Australlan consumer hablts
- ‘hut also the impact on business from the broader supply chain perspective (Including raw material
S suppliers), | o L ' o
- & Although not necessarlly speclfically relevant to the Impact Assessment, we wiould also question why
' -wa do not Include as an optlorn the consultation, studying the approach that Germany.as @
_Country takes towards tobacca control, A report published by the Federal Centre for Health
Education {Pundeszentrale flir gesundheitliche Aufklarung, BZgA) conflrms that In thelast decade -
. Germany has seen the number of 12 to 17 year olds that take up smoking drop by half to an all-time
. low {within the 30 year recording period) and they attribute sustained gducatlanand prevention
camipaligns as the princlple reason for this suctess. ' e o

i
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Concluslon

" Whilst the topic is important to us from a business perspective, we should shy that we are under ne lllusion
that If It comes to a cholce batween Impact on business and genuing public health henefits, the declsion 5 2
ghmple ane, : - '

We would alsb acknowledge that when [k comes to new legislatlon, that It's not posslble to base Judgement
on guarantees of success agalnst intended objectivas alones and probability of success must be taken Inted -

conslderation against potential negatlve impack.

The principle ob)ectlves of standardlsed packaging has been'stﬁtgd as heing to Improve public health by
. discouraging young pegple from taking up smoking, supporting yquitting among sminkers who want fo quit -
and halping people who have quit to avotd relapse back to smoking. ' " :

-

The orlglnal Im{:ad’: Assezsment stated however that a palicy ¢ Introduce standardised packaging wiould
"need to be Justified and based on expected bengfits over and above existing tobacco controf feasures”’, so
given that there s a range of new leglslation in the pipeling already, ncluding a complete roll out of display
bans, new proxy purchasing regulations and the EU's TPDZ legislation, all of which alms to have a posltive
T Impact on public health and none.of which has had time to demanstrate Its effectiveness. ST

Plus there [s an opportunity, given tlme to learnmore from. Australia’s activities and posslbly-also methods

. that have already been Identified in Germany that have a proven track record for achleving the princlple
ohjective aimed for through standardised packaging. Therglsa Justificatlan, in our opinion, ta combine
optlans 1 and 3 In the leglslatlan proposal, which |s to both embrace the TPD2 leglslation already [n the pipe
line and also defer any further declslons pending collaction of e'u_rfdénce.hased on experience with plaln
packaging In Australla {posslhly with the Inglusion of a new objecilve of gxamining the approach of our closer

. neighbours In Germany]. .

This épproach would, in our apinlan, both promote the continuation of the prln:lp'le.ubjecﬂyes'uf tobacoo
control.and ensurs that the risk to business is proportionate to the probahliity of success of the objective.

7
v

- Asyou draw your canclusions on this topic, should you require any more detail'on our process and the
contribution we make to the process of deterring illiclt activity {as outllned In the orlginal consultation
response), or indead the rlsks we s=e toour future activity from the plain packaging proposal, we woauld be i

 happy te offer further informatlon In wrlting or In persan. _ .
Should you feel it beneficlal to visit our slte n Workington, Cumbria to gain a better understanding of the

. scale of the potentlal consequences to business, we would be only too happy to see you.

- Yours sinverely

Sales Managruba: B
[ggesund
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IMPERIAL TOBACCO AUSTRALIA LIMITED
ABM 45 089 148 681
PO Boee T, Baulkhare Hills WEW 2153
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Infroduction

mperlal Tobacco Alstralla (*[TA") appreciates the opportunity to submit our views to
the UK Depariment of Heglth as part of its consultation on the introducfion of

. regulations for standardized packaging of tebacoo products.

ITA is a whally owned substdiary of Imperlal Tobacgo Group FLE CITG™, the warld's
fourth largest International tobacco campany. ITG manufactures and selis a rangs of |
clgareites and other tobacco products. ITG has sales in over 160 countries worldwide
(including the UK} and is the world leader In the premium elgar, fing-cut (roll-your-
awn) baceo and ralling papers sesctors. - -

ITA holds & share of approximalely 23% of the Ausirallan clgarette market and
approximately 60% of the leose and fine-cut tobacco market, We amplcry'r A6¢ paopls
in Australia and are a significant conlributor lo fhe Australlan economy through tha
collection of exelse dulles on tahacoo products and GST.

Wa do not presume to advise the UK Government on what direction fo feke but
rather to share our experlence of standardised or “plain® packaging, which was fully
implemented on 1 December. 2012 in Australia, and to note that svidenca available fo
date indicates that no change has been effected.

This submission should be considered in addition [o the submission of Impenai
Tobacco UK (“ITUK", with whom IT2, wc&rks closely.

The Australian experience

Contrary to the predicllons of the Australlan tobacco control lokhy, ITA Ras not seen
an industry-wide out of frend volume decline since thie infroduction of plain packaging
of fohacco products In Australia, The tobacco market largely continues to perform
hased on historfcal trends, showlng ne Impact from plahm packaging. M fact,
Australian lsgal lobaceo sales are up +58 million sticks in 2013 compared to 2012. °
Factory Made Cloarettes ("FMC"} declined by less than -0.1%, and Fine Cut Tobacco
{"FCT grew by +3.4%." This |s Mustrated In the following chart that uses Industry
Exchange of Sales Data:

" Indusiry Em:hange of Bales — FOT wolumes have been converled (o a sick equivalent am-aunlappl;ﬂng Lhe

Australan Goverrment's oun'-'e-rsl'on fale ol 0.9




AUSTHALIAN LEGA1 TCRACEO SALES VOLUNE TREND
A PUEITAT I (ROONGS povsy & AR TS NI 1y

a0

10 (i)

This data shows a sllaht ravarsal of a long term historical trend and | driven by
consumers down-trading from FMC to relatively more affordable FCT products and
illicit trade. :

The down-frading frend is also noticeable when we look within the FMC segment and
seo-a clear shift from medium price to lower priced cigarsties, indicating that down-

trading between price segments sesms lo become mare prevalent in a plain
packaging environment?,

Market Share of manufactured cigarettes by price
tn‘tug_urv{EDS}
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A Rise-in lllicit Trade

Tha olher ¢lear trend Is that since plain packaging was Infroduced, illiclt frade has
increased. We do not suggest that plain peckaging is entiraly the cause, but submit

2 lnguglry Exghange of Sales — segments based on KPMG Nkl ohbecse In Ausivalla - 2013 Half Year Repor
{{Tctobar 2013), p11




that “cornmaditisalion” wa plaln packaging encourages consumers to re-evaluate and
changa thelr source of purchase.

According fo the most recent KPMG report, in the 12 manths ta the end of December
2013, the leval of illicit tohacco consumption grew from 11.8% to 13.9%7 of iotal
consumplion, An Inerease In iclt trade benefits only the eriminals nvolved, and we
estimate thal thls Increass In liiclt tobacco consumption rapresants lost exclse to the
Australian Government of in-excess of $1 billion. Tracking data indicates this irend is

sontinulhg.
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The ffficit Cigarefle and Tobacco Detaction Summary January fo June 2013 report
(“The Report™) produced by the Ausirallan Customs and Border Protection Service
(*ACBPS") confinms that tobacco detscfions have increased between 2007 and
2013, with illicit tobacco seized doubling over that period.” ' ' -

m addiion, the 2012-13 atnual raport of the ACBPS notes that “detection fgqures
ovar this year, as wall as the pravious Iwa years, indicata a gradual increasa in

detecilons of ificlt cigarettes...®

The Report indicates that Task Forces Polaris, Yelverlon and Trident have heen
- rasponsible for the salzure of 249 torines of et tobaces and 92 millon clgarattas for
the year up o May 2013, prmfanflng the evasion of apprummate]}r %140 million in fax
revenue from tHose selzures alone.”

Whilst data does indicate that tobacco smuggling has increased since the
introduction of plain packaeging for tobaceo products In Auskalia, it s important to
hate that “Selzure staffsfics cannm‘ do more than represent a pamantage of tha ficlt
goods smuggled into a country...™

Consumers, faced- with a choice betwssn purchasing necesslties and legal
cigarettes, are likely to tum fo the illicit market for thelr clgarette sipplies. Once
consumars have a regular source of supply of Mgt tobacso products it becomes
extramely difficult to get them to return to purchasing lagat tax-paid goods.?

* KPMG Miicit tobaces InAustrella - 2013 Full ¥aar Reporl (Al 201 4)
! ACEPS Inlellipence and Targating Divialon, Bordar Tarigeling, Moi Cigeratfe znd Tebocoo Datesifon Summans
Janeary fa Jung 2993 p 3
? ACBPS 2012-13 Annuel Raport, p 91
i hl.tg fweewcratoms.gov.auiwabdelefessurcasfilaztA CBPSAD nusIH.apnrt2ll12 13. pdf
TInlarnalionel Tax &nd Invealmanl Cenlrs, Tha Ilicil Tradae In Tobacco Producis &nd How'lo Tackls [ sscond
gdilicn, p 3 .
fime Guidsbaok, 2 edifon




The Deloitte fificit frade of fobacco: Report for 201 1? identlﬁed that a key reason far
ihe purchaesing declsions of llliglt tobacco by consumers was price. llliclt lobacco |5
typleally at Jeast 50 - 75% cheaper than legal tobacco products.

The data clearly Indlcatss that llicit trade is worsening in a plain packaging
envlronmaent. Particulany intriguing is the change in the mix from unbranded tohacco
khewn as 'chop chop' to branded contraband packs. In perticular the illlcrt whiles
sagment of contraband has increased by approximately 250%.

The emergence of Ifcl whites - branded clgarattas from small manufacturers with
poor supply chaln contrals and manufactured primarily for simuggling inte high price
counfries - Is of particular concern. 2% of clgarattes consumed in Australia are illicit

whifes, up from 0,5%_ In 2012,

Recant selzures of illicit clgarstfes in Australia demonstrate how the Singapore Paort
and Free Trade Zones are abused In order o facllltate the smuggling of cdgarsttes.
Clyarettes are brought Into the Port of Singapore fiom countries such as the
Phillppines, Indonesia and Vietnam and stored in a Licensed Warehouse where thay
gre prepared for re-expart, In order to avold detectlon upon ardval In Australia, the
_clgareftes are shipped under false or mis-declared Bills of Lading that are only
required to be submilted once the vessel containing the clgarettes has departed
Singapore. This makes ldenfificallon of the true nature of the cargo of llliclt clgarettes
and the Intended destination extremeély difficult. '

The Manchester cigareite brand Is manufactured In Dubat and s llegally smuggled
into Australla. It does nol comply with any Australian lobacce regulafion, including
plaln packaging [egislafion. [t is curently the largest illicit white brand in- Auskralia,
with a market share of 1.4%."" Alarmingly, between 2012 and 2013, consumption of
Manchester clgareltes quadrupled. Avallability also Iricreased: In 2012 avallabillty
was only ldentifisd In Sydney and Melbourne; by 2013, Manchestér cigarettes were
available in 15 out of the 16 Australian cities that were anslysed. The atest avallable
tracking data algo [ndicates the rafatlve market share of Manchester continues fo

Crow.

In & worrying trend, Manchester Is seaminaly devsloping Its own brand aquity: illicit
- gunsurmers are no longet simply asklng for *a cheap cigaretie” but spemfcally for the

Manchester brand by name.

liiclt trade resulis in lost government revenus, undermines public health initialives (o

curb tobacco consumpllon and (s often linked to organised cHme and ferrorst
astlvities. The criminal groups involved in smuggling illegal products are uncontrolled
and uhaccountable, and have no qualms ahout selling tobacco produets to children,
Evidence of thiz was recently found In Melbourne, Victarla whera a setles of raids an
erlme gangs nefted drugs, firearms, cash, ammunifion and vehicles, in addition ta

? Dralallle “lllcit rade of Wkases in Australis: Report for 2011 {published May 2012}, p 26 ba=ed on
Mawvermber 2011 Roy Margan Resgarch Tabacoo Usage Sb.,lﬂ'_.f '

W Ti¢ Guidebnok, 2™ edition

™ llglt Tobaceo In Australls 2013 Full Year Rapart”, KPMGE LLP, 3 Aprdl 2014




a5, GCIID tohacoa p!ants destlned for producilon Into unbranded tobacco or chup
¢hop.'?

Incidence Data Shows Mo Depariure from Long Term Trands

The Australian Govemnment's Institute of Health and Welfare (AIHW) recently
released the latest data In refalion to smoking prevalence {hare). The data clearly
shows thal reduclion in prevalence has nof deparied from long term frends as &
rasult of the infroduction of plain packaging. Geoff Neldeck of the AIHW was guoled
in the Sydney Mornthg Herald as saying “the results were continusd a long ferm
trend (slc}" and that "the plain-packaging laws should be seen in the context of
changing atlitudes and cultural practices.”

The data. itself is slightly difftcult to analyse given that ihe Ime perods belwesn
reports have not been standard. The frst two data sats In the series coversd bwo
yaar pariods whilst the balance covered-three year periods. To comectly interpret the
data, the results shauld be annualised to remove distortion. Further, It Is not
stalistically vald to simply divide by the base (or by a declining base) to creats
percontage declines. In the first scenario, sampling errors are greatly compounded to
produce erratic data. In the secand scenario, caleulating percentages of percentages
off a declining base will glve an averstated rate of changs that fs not statistically
dafenslble. '

Correelly Intarprating the data raguires thires steps — antualising the rate of change
to reimove the fime period inconsistency, undertsking & regression analysis on the
standardized data to show predicled long term averapes and examination of the
variance betwean observed and predicled points, The graph on the following page
provides a visual dep:ehen of the rafe of change [ugether with the predicted path .
across the full dafa set,

It can cleardy be cbserved that the wariance between predicted and observed
outcomes in 20013 [s statlstically Inslgnificant,

Thal is, the 2013 data showed that the declining incidénce rales aré entirely In ling
with lang term (rends. Far from showing that plaln packsaging has been effective, the
AIHW datz calls the efficacy of the policy inta stark question.
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Conclusion

ITA notss lhat plain packaging In Australia is still in its infancy having only been fully

implemented on 1 December 2012 The Australlari Government [s yet to conduct lis
formal review which will fegin on ar around 1 Dacember 2014,

in the short time that it has been In place the following trends have been noted;

1.

harket volumes have bean largély unaffected and continued broadly in line with
histarical trends. In fact, as previously noted Industry Exchange of Sales volumes
Increased by approximatesly 3.1% In the 2013 calendar year, tha first full :,raar of
trading following the infroduction of plain packaging.

Down-trading has been noted from Factory Made Clgarelies to Fine Cut
Tobhacco, as well as batween price segments In thes lagal clgarstte market. '
Fitially, ihe illicit market has also grown on the back of down-trading, increasing
from 11.8% to 12.9% durlng the perfod In which plaln packaging leglslatlon was
Introducead. Current astimates ara that this has cost the Ausiralian Government in
axcess of $1 billion in lost tax revenue. This has included rapid growth of illicit
whiie clgareties driven by a brand called Manchester.

ITA would be pleased to respond to any guestions the UK Government may have
regarding this submlssion. Questlans should be addrazsad b Andrew Gregson
{Haad of Corporate Affairs, ITA) using the following email address:
andrew.gregsoni@au.imptob.com. ' :




ITA would also welcome the opporlunily to make further submissions ance further
rellable data emerges concerning the level of illicit trade in tobacco products since
Austalia infroduced plain packaging legislation in December 2012,
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Plain Packaglng — Overview

Canadian Cancer Soctety
July 28, 2014

Plain packaging would prohiblt brand colours, logas and graphlcs on tobacco packages, thus elliminating
the package as minl-blllboards that promots tabacco. Required health warnlngs would appear on
packages, but the branded part of the package would have a standard colour for all brands, such as the
drab brown required In Australla (see Images next page). Package dimenglons would be standardized,
thus ellminating Slims and Superslims packs targeting wotnen. -

Plaln packaginé would (1) @liminate promotional aspects of packaging; {2) curh deceptive messages '
conveyed through packaging; (2] enhance the effectiveness of health warnings; (4) reduce tobacoo use.

Plain packaging would build an existing packaging regulation that requires health warnings, that requires
‘toxic emission messages on package sides, and that prohibits misleading descriptors “light” and “mild” .2

Internatlonal developments

Australla - Plain packaging legislation aﬂopted Dec. 1, 2011 and fully irhp[emented Dec. 1, 2012.2
Constitutional challenge dismlssed by High Court of Australla August 25, 20122 A rullng In a World Trade
firganization challenge is expected in about late 2015.

Ireland —~ Government Blll ntroduced 1n Parllament June 11, 2014.9

United Kingdom — Enabling leglslation approved by Parllament Mareh 13, 20145 Draft mplementing
regulatlons published June 25, 2014 with consultation closing August 7, 2014.% '

New Zealand — Government Blll Intraduced In Parllament February 11, 20147 Government Intends to
delay proclamation untll after WTC declslon regarding Australia. '

Flnland — Government natlanal action plan {lune 2014) Includes plaln packaging as planned measure *
European Unlon — new Tobacco Produces Directive adopted Aprll 3, 2014 expllcitly states that 28 EU
countrles have aption of Implementing plaln packaging.” .
South Afrlea — Health Minister stated July 24, 2014 that he wants o implement by 2015,

WHO Framewaork Convantion on Tobaceo Contra! (FCTE) — Guidelines under the FCTC, the Internatlonal
tobacea control treaty, recernmend that governments implement plain packaging.’* There are 179
cauntrles that are Parties to the FCTC, including Canada *?

Eutdﬂntﬂ supports plain packaping :

+ Theré |s compelling evidence, Including extenslve stu:lles supporting [mplementatlan of plaln
packagrng An excelent updated March 2014 evidentlary avervlew, reviewlng 75 emplrlcal studles,

. was prepared by Unlversity of Waterloo Professor David Hammgind far the Irish Goverament.

» If plaln packaging would not work to reduce smoking, then why Is the Industry so strongly opposed?

# Australian smoking prevalence has fallen sfgniflcantly following Implementation of plain packaging,'!
prompting Citibank to alert investors that “Australia data provides ammunition for plain packaglng
elzewherg” 13 .

.

The Canadlan sltuatlion
s Plaln packaging was recommended i 1994 by House of Commuons Standing Cammittes an Health, ™

+ Plaln packaging could be required by regulation under federal Teboceo Act.’




" Examples of Plain Faﬁkaging from Australia
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Introduction
There is ample evidence to justify the set of new wamings proposed in the Tobaceo Products
Lobelling Regulations (Cigarettes and Little Ciguirs} as being more effective than the et of
warnings cwrently on packaging,

The body of evidence continues fo grow and is even more substantial than in the past. This
submission contains an extensive (but not exhaustive) evidentiary compilation, and has been
prepared in part to respond to the tobaceo indusiny’s position that there i insaffieient ewdanca ko
Justify the new regulations.

The new regulations will increase knowledge and depth of appreciation of the health effacis and
characteristics of tobacco products, will reduce decephion, will reduce the promotional unpact of
tobacco packaging, and will advance public health by reducing tﬂbacco ngE.

This submission should be considered in conjunction with a previous snbmission tabled with the
House of Commons Standing Commitiee on Health: Canadian Cancer Soclety, “Compilation of .
Selected Evidence Regarding the Impact of Tobacco Package “Warmings and Labelling: A -
Submission to Members of Pacliament for Use During Congideration L}f Repulations Under the
Tobaceo deof' May 2000,

Iniroduction

Les donndes scientifiques disponibles, selon lesquelles les mises en garde proposdes dans le
Reglement sur 'étiquetage des produits du tabac (cigareties et petits cigares) serafent plus
efficaces que les messages fipurant actuellemment ser les emballapes, justiffent amplement
I'adoption de cette nouvelle réglementation. : '

Les preuves & 'appui de telles conclusions ne cessent de s’accumuler ef sont méme plua solides
que jamais. Le présent mémoirs en dresse ung longue liste (mais non exbanstive) et a éeé rédipd
entre autres en réponse aux prétentions de 'indusizie du tabac, qui invoqus une insuffisance de
données sctant!ﬂques éta,yant le bien-fondé€ du nowveau rég[ement

Or, le nouveau réglement pennetira de misnk comnygltre ¢t Gealuer les caractéristiques d&s produits .
-du tabac et lemrs effets sur la santé, limitera [a désinformation, atténvera 'impact promotionnel
des emballages, et contribuera positivement & 1a sunté publigue par la réduction du tabagisme.

Ce mémoire devrait §tre pris en considération en méme temps qu’un sutre argumentaire présenté -
au Comité permanent de la santé de |y Chambre des commmnes en mai 2000, infitalé
« Compilation de -preuves concernant ley gvertissements ef [étiquetage des emballages de
produits du tabac | Mémoire présentd aux députés dang le cadre de l'examen des réglements
s'appliquant en vertu de la Lof sur le iabac ».




Canadian Cancer Saciety, “Compilation of Evidence Regarding the Impact of Tobacea
Package Warnings and Labelling: A Submission to Members of Parliament for Use
Duoring Consideration of Regulations Under the Fobacco Act: Tobicco Products
Labelling Regulations (Cigarettes and Litdle Cigars); Promotion of Tobacea Products and
Accessovies Regulotlons (Prokhiblted Terms); Repwlavons Amending the Tobaceo
FProducis Information Regulations™ June 2011,

Société canadienne du cancer, « Compilation de preuves concernant les avertissements
et ’étiquetage des emballages de produits du tabac : Mémeire présenté aux députés
dans le cadre de examen des réglements s'appliquant en verty de la Lod sur fe tabac :
Réglement sur Uétiquetage des prodults du taboc (clgarettes ef petits clpares) ; Réglemént
sur la promotion des preduits du tabac et des nccessoires {termes interdits) ; Réglement
modifiant le Réglement sur Vinformation relative aux produity d fabac » juin 2011,
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Introduction’ _ |

The Law Society of Scotland aims to lead and support a successful and respected Scottish
legal profession. Not enly do we act in the mtereete of our solicitor members hut we also
have a clear reepenelblllty to work in the public interest. That is why we actlvely engage and
seek to assist in the legislative and public policy decision making processes.

Ta help us do this, we use our various Sociefy committees which are made up of sollcitors

and non-solicitors to ensure we benefit from knowledge and expertise from both within and

out with the solicitor profession.

Th.e Haalth and Medical Law and Intellectual Property Law Sub-Commiftees have had the
opportunity to consider the Scettish and UK Governments® joint Consultation on the
Introduction of Regulations for Standardised Packaging of Tobacco Products and have the-
following comments to puf forward in response to the questions posed In the consultation

document. The views of each Sub-Committee are outlined separately balow.

Introductory Comments

The decisicn of whether to introduce etenderdleed packaging for tobacco products is
ultimately a policy decision. We recognise that this is an issue on which etreng opinions are
~ held. It would not be appropriate for us to comment on the merits of the proposed policy.
However, we do support the intent behind any initieti\.fe which seeks to promofe public
health and reeuee iness and disease. If the Government decides fo Infroduce standardised
packaging it Is essential that a workable framework Is in place to provide legal cerfainty to

all affected stakeheolders.

General Comments

Health and Medical Lew Sub-Commitiee; _

We acknowlaedge that eny policy and decision making that helps towards enhancement of
the wellbeing of children in Scotland is paramount and forms one of the key tenets of
European health policy! and elee that much of the discussion surrounding the introduction

TWHO- Europe . European strategy for child and adolescent health and development. {2005] report Number:
EUR/DSIARI4A3TE
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of standardised tobacco packaging has focused particularly on the benefits this may have

upon paople under the age of 182

The WHO Framework Convention on Tobacco Control (FCTC) seeks fo combat the
undisputed- harmful health effects of tobaceo and smoking at a global level by addressing
multiple and diverse issues relating fo fobacco control and smoking cassation. The FCTC
includes "demand reduction” measures relafing to advertising, promotion, sponsorship,
packaging and labelling® and the recommended introduction of plain tobacco packaging in
' Articles 11 and 13°.5. The United Kingdom ratified the FCTG in 2004 and it came into force

In 2005.

The revised EU Directive 2014/40/EU on the approximation of the [aws, regulations and
administrative provisions of the Member States concerning the manufacture, preéentati_on
and sale of tobacco and related products requires to he' implemantad by Member States no
later than 20 May 2016. The Tobacco Products Diréctive 2001/37/EC® is repsaled from the
same date. Directive 2014/40/EU became EU law on 19 May 2014 meaning that that EU
. Member States may continue to rely on Directive 2001/37/EC until 20 May 2016 but that
_ they ara entltled now to take the benefit of any flexibilttles in Diractive 2014/40/ELI.

Directive 2014/40/EU contains- provisions on packaging and labelling and gives the opfion
to, but does not oblige, Member States, to introduce standardised packaging. Standardised
packaging is permissible if:

« it is justifisd on public health grounds

2 Ges for example Kings Collage London webslte, Standardised packaging of tobacco: Report of the
indapendent review undartaksn by Sir Cyiil Chantler, itz kel.ac uk/health/ 10035-TS0-2901853-
Chantlor-Review-ACCESSIBLE.FDF p.3 at para.1.5. [Access July 15 2(14]. Hereafter referrad to as the
Chantler Review. ' N

I wWaorld Health QOrganization({2009). History of the WHO Framewaork Convention on Tobacco Control. Ganeva,
Warld Health Organizatian. : .
*wWorld Health Organlzatlon (2008} Elaboration of guidelines for implementation of Article 11 of the
Convention. Third sess(on of the Conference of the Parties to the WHO Framework Convention on Tobaceo
Control. Durban, South Africa, 17—22 Navember 2008. Avallable:

ttp:fiwww . who intfctefguidelinesfarticle . pdf. [Accessed 2014 July 14]. . :

% World Heallh Organization (2008) Elaboration of guidelines for implementation of Artlela 13 of the
Convention. Third sesslon of the Conference of the Parlies to the WHO Framework Convention on Tobaceo
Cantrol. Durban, South Africa, 1722 November 2008, Available: .- . -
hilp:ffapps.who.int/ghffote/PDFfcop3/FCTC_COP3_8-en.pdf. [Accessed 2014 July14.]

¥ European Unlon Directive L1271 -
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» proportionate

+ does not constitute a hidden impediment to trade.

This is further addressed below.

.Many of the "demand reduction” measures mantloned above have now been Incorporated
into Scots Law by the Tobacco and Primary Medical Services {Scotland) Act 2010 and The
Sale of Tobacco {Display of Tobacco Products and Prices) (Scotland) Regulations 2013.
These maasuh‘as includ.e the prohibition of the display of tobacco products at the point of
sale with full compliance by all the retail industry, due in April 2015. We note that such a
range of prohibitive measures has brought the iésue of staﬁdardised tobacco packagiﬁg

info a heightened focus for parfies who gither support or are against the introduction of

Regulations.”

It is therefore clear that a substantial regulatory framework already exists in Scotland and
the rest of the UK in relation to tobacco control, As is notad further below, whether the
introduction of the pmpnsed additional measures is legally sustainable 1s a matter that |s

being subjectad to challenge.

Inteliectual Property Sub- Committee:
Standardised packaging, if introduced, will inhibit tobacco companies from being ab[e to

distinguish their products from those of other competitors. As this is the key function of a
trade mark the Quastic:-n arises as to whether such a measure could be viewed as equating
to.a de facto deprivation of the tobacco sector's ability to use their trade mark {and as a
result their main form of branding). It has been suggested that the impact of this could be
considerable in various ways including: to infroduce confusion amongst consumers who
may lack the means to differentiate between types of products; to deprive tobacco
‘companies from bensfiting from their pravious investments in their brands and trade marks;
and that it mrght render the UK open to a complaint at the World Trade Organisation
("WTQ") (for the reasons nofed at question 2 below).

7 Chantler Review pd para, 7
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The naw Tobacco Products Directive (2014/40/EU) obliges Member States to take steps to
irﬁpmve public health but it does not prescribe what must be shown on tobacco péckaging

nor does it require the introduction of plain packaging. Considerable restrictions on tobacco

advertising are already in place in Scotland.

Examples of some other allegations that may be made (we make no comment on thE:IT

substance} mclude - '

1. A violation of the UK's obllgatlons under the Trade-Related Aspects of Intellactual
Property Rights (“TRIPS”} Agreement (referred to at guestion 1 below). Although Article

8 of TRIPS aflows for measures necessary fo- profect public health, this provision is
sublect fo compliance. with other provistons of TRIPS. In particular, Arflcle 20 prohibits
un]ustlfable ancumbrances on the use of trade marks; : '

2. A breach of the Paris Convention for the F'rotectmn of Industrial Property; _

3. A breach of the International trade protection rules In terms of the WTO Agreement on

- Technical Barriaers to Trade; _ |

4. A deprivation of property without compensation contrary to the First Protocol of the
Europsan Convention on Human Rights.

5, -A deprivation of property without compensation contrary to Articla 17 of the Charter of
Fundamental Rights of the European Union (However, thls is only relevant if the
Directive itself is challenged, because Arficle 51 of thq'Charter provides that the Charter
anly applies fo EU measures and national implementations of such measuras); and

6. A violation of the free movement of goods {Article 26 of tha Treaty on the Funbtinning of
the European Union ("TFEU")) on the basis that a requirement for frade mark owners to
invest in producing specific packaging for use In the UK may amount to a hidden barrier

to trade.

The technology required o rehlicate branded packaging is likely fo be more sophisticated
than that required to replicate standardised packaging. The Industry may take the view that
the proposed measures Hsk easing the ability to praduce counterfeit tobacco products and
that the measures could also make it more difffeuit fdr customs enforcement officials to
detect ccruﬁterf_eit' packs. There are soma views however fo the effact that these issues
could be addressed tﬁrnugh the intmdﬁc:tiﬂn of measures fo improve existing anti-

counterfeit enforcement and to devise speciﬁc fraining on means of detéction.
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4 "'THE_'Q
SCOTLAND.

Question 1: Do you have any ohservatlons about the report of the Chantler Review

that you wish to bring to our attentlon?

Health and Medical Law Sub-Committee: _

The Chantler Raview notes the limltations upon the evidence currently available®, not least
becauss, prior to December 2012 when Australia introduced its.plaln packaging legislation®,
no jurisdiction had implemented any simllar Regulations. However, since then, it appears to

. us that résearﬂh In this area is an ongoing process with the production of r’ésearch and data
which will ‘continue to inform. Unsurprisingly, much of this has been conducted In Australia |
but the opportunity is being taken by other countries, Including the UK, to raflect upoh the
expérience in Australia to date. It is also envisaged that any oufcomes may only be
ascertainable following the conclusion of more long term study and review. It is also
recognised that it may bé. difficult to gauge, given the range of tobacco control measures,
exactly which ones are having an effact. The Chantler Review does conclude, on the basis
of what research is currently available thai “the body of evi&‘aﬁce shows that standardised
packaging, in conjunction with the current fohacco conirof regime, is vary ikely fo fead fo a
modest but important reduction aver fime on the upi;ake and prevalence of smoking and

thus have a positive impact on public health"™.

The absence of claar quantifiable evidance showing a link between standardised packaging
and an uptake reduction may raise the issus of proportfnnélity as noted above. If the
Government proceads  with implamanting the Reg'ulations, ‘we suggest that the
sffectiveness and progress of standardised packaging should be monitored. As these
measures would be part of a larger framework of legal measures on smoking cessation and
tobacco control, this would be helpful th gauge the contributory effect of standardised
packaging. This would also be useful to evaluate any unintended adverse consequences

on health and wellbeing.

¥ Chantler Review, p4 at para. 9.
% Tobacco Plain Packaging Act- 2012, no 148 2011
" Chantler Review, p6 at para. 18.

© The Law Soclety of Scotland 2014 | Page | &




Question 2: Do you have any information, [n particular any new or additional

information since the 2012 consultation, relating to the wider aspects of

standardised packaging, that you wish to bring to our attention?

intellactual Property Sub-Committee:
The following matters are all in the public domain and will no doubt be well known to

Govemnment, However, we beligve that they are important developments worth re-
emphasmlng given thalr relevance to the overall Iegalt’q.ur of what is proposed.in the UK as a

member of { party to the International organisations/agreements concerned,

On 13 March 2012, Ukraine lodged a complaint with the WTO in relation to Australia's.
implementation of plain packaging requirements on tobacco products and packaging.
Ukraine has claimed that Australia’s measures appear o be inconsistent. with Articles 1,
11,24, 3.4, 15, 16, 20 and 27 of TRIPS; Article 2.1 and 2.2 of the Agreament on Technical
Barriers to Trade (TBT"); and Article Il1:4 of the General Agréement on Tariffs and Trade
{-"GATT"j 1994. In short, it Is contended that the measures are dlscriminatory, more trade
restrihtive than necessary and unjustifiably infringe upon trade mark rights. Similar

uofnplaint'a_ have now also been raised by Dominican Re:public, Honduras, Cuba and

. Indonesia.

On 5 May 2014, the WTO Director-General composed a pansl {o consider these
complaints. The panel.is still underték[ng its examination. The date in which a determination
will be made is unknown al_thuugh this should be nc later than November 2014 in.
accordance with Article 12.8 of the WTO's Understanding on Rules and Procedures
Governing the Settlament of Disputes {DSU} which provides that the timescale to produce a
‘final report should, as a general rule, not exceed 8 months. However, in prac’ltica this
timescale is often not adHered too. The panel's findings will also be open td appeal.

There has also been Australian litigatlon where tobacco companies unsuccessfully. claimed
that plain packaging in effect confiscated thair Intellectual property withdut cﬁmpensation
and constituted an “unconsiitufional acquisition of plaintiffs’ praperty comprising thelTrade
Marks, Copyright Works, the Get Up, ficensing goodwili the Designs, the Pafents,
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_m;l.h'.muturguh _

packaging goodwill, packaging rfghts'and intelfectial property licence rights, otherwise than

on just terms. !

The Directive 2014/40/EU of.the EU Parliament and of the Council of 3 Apﬁl 2014 on the
approximation of the laws, Regulations and administrative provisions of the Member States
concerning the manufactﬁre, presentation and sale of tobacco and related products and
repealing Directive 2001 {37/EC) prescribes what must be shown on tobacco packaging but
it does not require the introduction of.pIaIIn packaging. As the proposals may affect trade
between EU Memﬁer._States, the Issue of their proportlonality (having regard fo free-
movement Articles 34 and 36 of the TFEW) exists. The new Ijirect_ive reiterates this. Arficle

24 ;;':m_uides:

"{. Member States may not, for considerations relating to aspects regulated by this
Directive, and subject fo pamgraphs 2 and 3 of this Ariicle, pmhfb.-'f or restrict the placing on
tre market of tobacco or refated products which comply with this Directive.

2. This Directive shalf not affact the right of a Member Stafe fo maintain or infroduce
further requirements, applicable to afl pfﬂdufﬁs placed .on its market, in relation fo the
standardisation of the packaging of fobacco products, where if is Justified on grounds of
pubiic he_affh; taking info account.i‘he high levef of profection of human health achisved
through this Directive. Such measures shall be proportionate and may nof constifute a
means of arbitrary discrimination or a disguised restriction on trade befween Member

States. Those measures shalf be notified to the Commisslon together with the grpunﬁ’s for

maintaining of introdircing them.”
The Directive's preamble gives further clarity on this by providing:-

“Tobacco and related products which comply with this Directive should benefit from the fres
movement of goods. However, in fight of the different dsgraés of harmonisation achieved by
this Direclive, the Member Sfares should, undsr cerfain cnndfrfons,' refain fhe power {o
fmﬁose further requirements in certain respects in order to profect public health. This is fhé

1! British American Tobacco Australasla Limited and Ors v. The Commenwealth of Australia
hltp;#www.hcourt. gov. aufcasesfcase-§360/2011
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case in refation to the presentation and the packaging, including colours, of tobacco
products other than hsalth warnings, for which this Directive pmvfd’es a first se! of basic
ccmmén rutes. Accordingly, Member States could, for example, Infroduce provisions
providing for further standardisation of the packaging of tobacco products, provided that
those provisions are compatible with the TFEU, with WTO Gbi’fgaﬁﬂné and do not affect the

full appfication of this Directive.”

It follows that it is in principle permissible for a Member State to introduce plain packaging
and comply with EU law and the above Directive. However there are some quallffcatior_'ls to
- this including the proviso that any measures comply with TFEU and WTO obligations and
possibly that they are justified on public health grounds. The outcome of the above WTO

complaint should provide more clarity on compliance with at least one of these pravisos

- Question 3: Do you have any comments on-the draft Regulations, including anything
you want to draw to our attentmn on the practicalltles of implementing the

Regulatlons as drafted?

Health and Medical Law Sub-Committee:

We note that the proposed Regulations cover only cigarettes and hand rolling tobacco.
They do not, for example, extend to cigars, pipe tobacco or the various forms of oral.
tobacco. The consultation paper suggests that this may be because young people generally
use clgarettes rather than these other forms of tobacco. However we note that the Chantler
Review did not distinguish between different types of tobaccn prnducts I[Jultural trands,
particularly in ynung people, evolve and are pc:werful in their nature. This should be
monltored together with the effects of any Regulations implemented to ensure that there
are no unintentional consequences of making other. tobacco products relatively more
attractive, appear safer or more acceptable. A cnnsmtency of appmach would perhaps be

both more logical and equitabla.

Regulation 4 — This establishes detailed restrictions D.n§ thg mater]él, shape, opening and
contents of cigarette packets but neither this regulation, nor the Regulations generally, set
limitations on the size and shape of ctgai‘etté packets. . This may allow for diversity in

2 Chantler Review, p12 at para. .17 .
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- relation to the shape and size of the cigarettes themselves, For example, studies appear to

show that an elongated or ‘slim’ cigarette is mors attractive, particularly to young people™.
Again, perhaps. a consistency of approach in setting the dimensions of a cigarette box

* would address ths.

UIntellectual Property Sub-Commitfee: _
Regulation 18 - This provides that compliance with the Regulations consiitutes a proper

reason for non-use of a trade mark. The consequence of the Regulations is that companies
will be unable to use their trade mark. This will mean that the trade mark will remain
registared but not be able to be used. This provides the basls for the relevant trade mark to

be immune from revocation and removal from the Register for non-use.

Regulation 7(1) - For greater clarity, we suggest that Regulation 7{1) be amended to make
it clear that Schedule 3 relates to exceptions to Regulation 7 paragraphs (2} and (3).

The draft Regulations have been prepared in the context nf"t'he UK intellectual property
legal framework. However, separate regimes will exist between the UK position and the
Communities Tra-::lé mark regime. The draft Regulations do not establish _how'thesé
systems will coherently co-exist. We suggest that the drait Regulations should addrass this.
We note in particular that EU Trade Mark Directive 2008/85 recltal (10} states that U fs
fundamental, in order to facifitate the free movement of goods and servicés, to ensure that
registered tracle marks enjoy the same protection under the legal systems of afl the Mémt_rer
States.” Whilst this Directive deals with national frade mark systems as opprﬁsed to the
Community: Trade Mark regime, the iatter is dealt with under the CTM Regulation 207/2009
which takes direct effect in the Member States. Article. 14 of this Regulation provides that
infringemant of a Community Trade mark “shall be governad by the nafional law refating to
."nfﬁngemenf of a nationaf frads mark...” As a result, the EU Trade Mark Directive recital

(10} above is relevant fo the CTM regime in relation to infringement.

13 r_ﬂ;g;{{m_ingegandant.m.ukﬂlfeqsty!e!healEhgnd-famIllesfhealth-nemﬂeenﬂuers—think-s]lm-clﬂarettes—ala;

safer-says-report-8831612 himl [Accessed July 15 2014}

© Tha Law Soclely of Scotland 2014 Page | 9
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Similarly, there is no clarification on how proposals will co-exist with the Madrid
International Trade mark System, where the UK has been designated as a State where

_ protection is sought. Wae suggest that the draft Regulaticr{s should address this.

Additional Comments _

One option open to the Government is for it to consider delayiﬁg taking steps to implement
the proposed Regulations pending the oultcome of the WTO complaint-investigation referred
to ébove. However, it is acknnwledged that the timeframe for the ultimate findings to be
produced is somewhat uncertain. There is also the very real prospect of appeal in that
farum which would add further to the delay. -

® The Law Sociely of Scotland 2014 Page | 10
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Consultation on the mtrc-duchon of regulations for standardlsed
packaging. of tobacco products — Response Form

a. Are you responding {vequired):

[ JAs & member of the public (go to question b)
[JAs & health ar social care professional {go to question b)
@Dn'behalf of a business or as a scle frader {go to question c}

[ lon behalf of an organisation (go'to question c)

b.  Please provide your defails and contact informatlon: -

Name of respandent (required)

Address of raspun’dent {required):

Contact email addrass (required):

Mo gn. to question §

ks

G, Please provide your n'rgaﬁiéaﬂnn’s details and confact informatlon:

" Name of organisatlon {required):




[ Chigf Executive Officer

Contact address of organisation (required):

WO anisatlon? {required):

BYes
[No

| .d'. If you are Ees'pnnding on behalf of a business, what type is it? |

' Dchacéo retailer [supérmarket}. | .
[ Tebacco fetailer (convenlence store) .

- DTobacco retailer (other type of ghup ar buslneéa) -

IjSpe-cial'i_at tobﬁcconist




[ Iputy free éhcp_

[ Iwholesale tobacco seller

[ITobacce manufacturer

[ |Retailor ot selling tobacco products

DPhénﬁaceutfcal industry -

E[Eu_siness in\{blﬁed in the design urlmanufacture of packaging

[ Jother (pléase provide details halow) .

If other, please foll us the type of business:

e, If you are rasponding on behalf of an organlsatidn.:what type is it"?_

* [[INHS organisatlon

[jHeaIth char[ty!NGD {warking at natlonal Ievél}.

[Local Authority | |

_Di;ocal Authority Trading Standards or Regulatory Services IDepaﬁ_mant
[ Local t;::-baccu control alliance | |

" [JRetail representafive organisation

Uindustry rapreéantaﬂve organisation

[ Iother type of business representative organisation




Kl
[ JUniversity or research organisation

[ JOther (please provide detalls below)

If other, please tell us the type of organisation:

o f.  Does yrnur fesponse ralate to {requnred]:

&Unlted ngdnm
DEngIand only :
[ ]Scotland qnlyf

[ Iwales only

[ INorthem Iretand only

d. Da you, or the busmass or urgamsaﬂnn you represent, have any direct or
|nd|rect links to, or receive funding from the tuhaccn industry? {required)

[ INo
Yés {please describe below)

If yés, please describe:

Packaging materlals manufactured Mre specified and indirectly pald for
fobacco pmduoars




h. If you do not wish your details to be Identified in the sSummary report of
consultation responses, please tick this box <]

Consultatlon quastions

1. Do you have any obsefvations about the report of fhe Chantler Review that
you wish to bring to our aftention? : '

Insufficient evidence was collected on the lkely impact of sténdar‘di_sed packaging on
the illicit trade and its share of the market. '

Gonclusions on the ease of counterfeiting ln péragraphs 5.7 and 5.8 did not take into
account the broader complexity of packaging, including the range of packaging
components, design varlety and design changes. '

Tha argument regarding whether consumers are "duped by counterfeit” in 5.9 Is
ilogical. Consumers are no doubt well aware that they are buying from an lllicit
channel but that does not mean they assume that the product itself Is counterfeit, .
| The counterfait risk is in counterfeit product being passed off as genuine but duty

unpaid confraband.

Consideration of the impact of cammoditisatton on illlct frade share fatls to také into
account experience with RYO tobacco, an intrisically {ags differentiated product
category where the fllicit trade share Is In excess of 35%. : .

In the absence of an expéari.report on the illicit trade impact, conerns have been
dismissed based on more assertion and a premature and su |ective Interpretation of

developments in Australia. -

Regarding the potentlal direct impact of sfandardised packaging on smﬂking '
consumption; Chantler failed to consider the evidence specifically in respect of
young people, as the review terms of reference required. - .

2. Do you have any infarmation, in. particular any néw or additional informatton .
since the 2012 consultation, refating to the wider aspects of standard|sed
‘packaging that you wish to bring fo our attention? :

, .

The Australian government is planning a review of standardised packaging to
commence at the end of 2014. - Any decision In the UK should await the outcome of -

that raw_:iew.




: New data s available fram [SCIC shows significant progress in the level of smoking
prevalence amengst young people. Additional regulatory measures relavant to youth

smoking have been enacted since 2012, on proxy purchasing and smoking In cars.
These should be taken into account n assessing the justification for standardised

_ rackaging.

3. . Do you have any comrents on the draft regulations, Including anythlnyg you
want to draw to our attention on the practicalities of implementing the
regulations as drafled? ' )

The draft packaging specifications are extremely simple and easy to counterfeil. No —|
provision has been made for resising a'malor new assault on the market by ilicit

| suppliers. There is a risk of increased ‘salas of cheap preduct through unregulated
channels with a partlcular tmpact on lower $0CI0-economic groups ang young

peopla,

Packaging could be substially standardised without completely elimlnating brand
identity. For example, a small area could be set aside for manufaciurers to display
the brand name and logo, with flexibllity regarding fonts and colours. This would
reduce commoditisation and discourage down-trading to cheaper, ileit product.

It is recommended that an easily-recognisable but diﬁicult—tu—bdunterfeit
authenticatlon feature Is added. This Is already mandated by the FCTGC and EU

TPD2 Article 16 {nof to be confused with track-and-trace, which is an entirely
different matter). _ is a leading UK suppliers of such solutions and

can provide advice. |

4. Are you aware of any further evidence or information which would improve {he
assumptions or esfimates we -have mada in the consultation-stage Impact '
assessment? - ' '

Key assumptions are not set out in the relevant section of the IA Summary.

The calculated net impact of the policy is overwhelmingly sensifive to the projected
reduction In quit rates amongst existing smokers, which in fum relies on the expert
astimates generated by Pechey et al. This work is out of date and does not take into
| account the current regulatory bage line in the UK or the inltlal data on changes in
smoking rates from Australia. In any case, the 1% impact incorporated info the
impact assessment Is the medium estimate for a number. of countrles whereas the
medium esilmate for the UK alone s lower, at 0.75%. This would reduce the
calculated policy impact by £5.5Bn. The expert's quotes accompanying the research




counsel extreme caution in making assumplions of any measurable impact and are
not consistent with the weight whaah has been plaaacl an the results.

The [atest survey fram HSCIC shows amoklng pravalanca amangst 15 year olds has
fallen considerably, lo 8%. The |A uses a base line for 2021 of 9%, which i3 wholly
unrealistic given the trend and the expected impact of additional regulation already in
the pipeline on the disptay ban and proxy purchasing.

Overall, tHe key IA assumptions on health benefits lack credibllity.

Dismissal of Option 3, to awalt evidence from the implementation in Ausfralia, is
unjustified. The challenge of disentangling the impact of standardised packaging
from other fobacco control measures is insufficient justification for dismissing the
value of the only real evidence available to support this policy. In any case, isolating
the impact of standardised packaging in Australia is only an issua if overall smoking
trends are downwards. Smoking prevalence statlstics are expected to be available
in October 2014 and if these show no decline {or an increase) despite large tax rises
and other measures, it will be possible to conclude that standardised packaging has .
sa far had no favourable impact. This would confound the key assumption of the |A.

An alternative intarventlon to specifically address the uptake of smoking amongst
young people is avaitable In the form of intensive youth education. Experience from
Germany supports its effectlveness even against the backdrop of a considerably
more liberal regulatory reglme far tobacco. This option has not been considered by

tha |4,

Impact on packaging manufacturers - paragraphs 94 and 95 of the IA aanatdar the
impact on packaging'ihidiistry assels. However, this covers only the printing of the
cigarette carfon and ignares the impact on producers of all other packaging
componants, including specialist cartonboards and laminated substrates, inner frame
hoard, inner bundle wrap and liner, overwrap film and cigarette tipping paper, as well
as manufacturers of other packaging formats such as pouches and cans. It also
ignores the adverse consequences for anciliary suppliers of daalgn and rapragraphic
services, printing cylinders and tooling.

ir paragraph 100, tha elimination of economic activity currently engaged in
manufacturing complex packaging Is quantitied as a cost saving and thersfore a

.| benefit of the policy. From a packaging industry perpective, this s a perverse

interpretation.

‘Thank you for participating in this consultatlon.




The Deparfment of Haalth and Devolved Administrations will only contact you should
we seek further information about your responza.




How to get involved in the consultation

Tha consultation will run for 6 weeks, from 26/06/14 to 07/08/14. Responses are
invited from any interested group, company or person. :

Respondents are encouraged to provide their views online, but responses can be
made in any of the following ways: :

Completing the online form on the Department of Health webslte at:
sultations.dh.

Th=t

o Filling in the response form by downloadlng it at:

hitps: f fuwnany overnment/consuliations

o Emalllng your response to:

TohacccPackagfng@dh gsl.gov.uk

o Posting your response to

Department of Health

Standardised Packaging Tobacco Consultation
PO Box 1126

CANTERBURY

CT1 9NB
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About The Trading Standards institute

The Trading Standards Institute is the UK national professional bedy for the trading standards
community working in both the private and public sectors. .

Founded in 1821, TSI has a long and proud history of ensuring that the views of our broad church
of Members are represented at the highest level of govemment, both nationally and internationally.
781 campaigns on behalf of the profession fo obtain a better deal for both consumers and

businesseas.

Lacal authority trading standards services have for some years promated public health through, for
example, tobacco control activities; food standards and labelling; and reducing the illegal supply of -
age restricted products such as.alcohol to young people. This role gained in importance recently
when, as part of its health refarms, the Government repasitioned public health back into English
“local governmient, : ' '

We are also taking on greater responsibilities as the result of the governments announcement in
October 2010 that trading standards is. one of the two central pillars of the new consumer
landscape (the other heing Ctizens Advice) and we have taken over responsibility for business
advice and education. : .

The T51 Cuns_umer' Cades Approval Scheme, sstablished at the reguest of the government to take
over from the OFT scheme, went live in April 2013 and was formally launched in June 2{13.

v

TSI is a member of the Consurner Profection Partnership which was set up by the government io
bring about better caordination, intelligence sharing and identification of future consumer issues
within the consumer protection arena. : i .

TS| is also a forward-looking social enterprise delivering services and solutions to public, private and
third secior organisations in the UK and in wider Europe.

We run events for both the frading standards profession and a growing number of external -

organisations. We also provide accredited courses on regulations and enforcement which deliver

consistent curticulum, content, knowledge outcomes and evaluation procedures, with the flexibility
J to meet local authority, business and operational needs. - :

n compiling this response, T3l has canvassed the views of its Members and Advisers. The response
has been composed by TSI Lead Officer far Health lane MacGregor in collabgration with the Tal

Lead Officers for Intellectual Praperty, Handley Prustad and Gavin Terry. |f you require clarification
on any of the points raised in the response, please do nat hesitate to coniact fane at email -

lohealth@tsi.org.uk.

151 does not regard this respanse to be confidential and is happy for it to be published.

Trading Standards Institute

T Sylvan Court, Sylvan Way

. . Southfields Business Park
' : ' ' " Basildon, Essex, 5515 6TH
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Consultation on the introduction of regulations for standardised packaging of
tobacco products

Trading Standards Institute respanse - August 2074

Preamble

This response has been composed by TSI Lead Officer for Health Jane MacGregor following
collaboration with TSI Lead Officers for Intellectual Property Handley Brustad and Gavin
Terry. : S

TS welcomes the opportunity to respand to this consultation. As requested, this response
focuses on what is “new” and this submission has thus Jargely concentrated on the draft

‘Regulations .

We would point out, however, that the comments made in the Instiftute‘s original
submission in August 2012 remain unchanged. .

. This original submission may be seen at:-
www. tradingstandards. gov.uk/policy/policy-consitem. cfm/newsid/945

We turn now to the current cansultation.

Consultation Question 1: Do you have any observations about the report of the
Chantler Review that you wish to bring to our attention? :

1. The Trading Standards Institute fully supports the introduction of standardised
packaging as stated in the criginal response made to the Department of Health in
2012. The Institute welcomes the findings of the Chantler Review. In particular the
Institute is pleased to note that Sir Cyril Chantler has stated in his covering letter to
the Secretary of State: “it /s in my view highly fikely that standardiséd packaging
would serve fo reduce the rate of chifdren faking up smoking” and “the body of
evidence shows that standardised packaging, in conjunction with the current tobacco
“controf regime, is very likely fo lead to 2 modest but important reduction over time in
the uptake and prevalence and thus have a positive impact on publfic health.”

Consultation Question 2: Do you have any information,. in particular any. new or
additional information since the 2012 consultation, relating to the wider aspects
of standardised packaging, that you wish to bring to our attention? :

Tackling the supply of illicit tohacco
2. The Institute is aware that the tobacco industry reqularly argues against standardised
packaging for the reason that it will inevitably lead to an increase in the illicit tobacco

trade. The Institute does nat regard this as a valid argument. We base our view upon
the understanding that the proposed regulations retain provision for all of the key
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security features that are found on existing packs of cigarettes including coded
numbering and covert anti-counterfeit marks. There are therefore no new challenges

presented in terms of the detection of illicit product.

3, TS| members are bo’th experienced in and committed to tackling the problem of illicit
tobacco supply. Ninety one per cent of responding trading standards services have
recently reported having taken action locally to deal with the supply,-r of illicit tr:nbaccn
(2014)' compared to 93% in 2013%.

4. The Institute nates the provisions set out in Article 15 of the revised EU Tobacco
Products- Directive and Article 8 of the Ilicit Trade Protocol. The development of a
numbering system and effective tracking and tracing procedures are to be welcomed.

Consultation Question 3: Do you have any comments on the. draft regulations,
including anything you want to draw to our attention on the practicalities of
implemeanting tha regulaﬁons, as drafted?

5. The Institute welcomes the c-ppurtunlty to comment on the draft regulations. There
are some suggestions outlined below to strengthen the regulations-to achieve the
desired outcome of protectlng children and to ensure the regulations are possible to
enfc-rce once enacted.

6. In our response to the original consultation an standardlsed packaging, the Institute
said “standardised packaging would apply equally to afl tobatco products sold in the
UK wherever they are produced”. This remains the view of the Institute in that the
regulations should apply to all tobacco products, including pipe tobacco, cigars,
cigaritlos, blunts and other niche products including shisha.

7. [n the opinion of the Institute there exists the potential for existing products, notably
slim cigarettes, to be re-branded as, for example, cigarillos, thereby avoiding any
need to comply with the regulations as currently drafted. In addition to the point
made ahove, the Institute would therefure racommend stipulating a minimum size of

cigarette.

2. The effect of Regulation 2(6) and (7) appears t¢ be that a distance retail sale from
outside the UK to a UK consumer is to be treated as it if were a supply in the UK. The
husiness would therefore commit an offence. Previous experience of compliance
monitoring of the Tabacco Advertising and Promotions Act 2002 etc (Amendment)
Regulations 2006 ({the purpose of which was to include provision for information
societal services J demonstrated how difficult it is for lecal trading standards officers
to enfarce such legislation across international borders. This provision therefore

1 Full survey report to be pubfished by T51 In Auturin 2014
2 Tah aceo Comtrel Survey of Trading Standa.rds Ser\r]ces i England (2013) available anline :
dingstandards.oov.u thehealthafsaciaty. om [accessed 4th

August 2014] -
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requires further consideration in terms of responsibilities and the practicalities
involved.

The draft ragulations do not propose requirements relating to the size of cigarette
packets. The Institute recommends that, as in Australia, the regufations specify the
dimensions of the pack to prevent manufacturers using this as a method of product
differentiation. We have seen how in recent times the pack has been used in this way

with great deliberation.

The requirements only apply to tobacco packaging at retail level. The Institute
recommends that in order to reduce confusion over definitions of "warehouses" or
those premises where both retail and wholesale sales are carried out, e.g. Costeo,
that the regulations are extended to cover the extended supply chain.

11. The Institute questions why the penalty stated in Regulations 20 (2){a} and 23 {2} is

12.

i3.

14,

drafted as "upen summary conviction, etc for a term not exceeding three months™
This is half the maximum penalty imposed for other offences under the Consumer
Pratection Act 1987. The rationale for this distinction is not understoed. In the
opinicn of the Institute, the penalty should be the same, i.e. maximum of 8 months. -

The Institute suggests that, to facilitate the highest level of compliance with new .
regulations, the Government consider funding a sustained mass media campaign
around the time that standardised packaging comes into effect. Increased awareness
of the new provisions across both consumer-and business: landscapes will assist in
compliance, : -t

In support of the Iocal authority trading standards services charged with the duty to
enforce these Regulations TSI recommends that appropriate guidance and training is
developed and delivered in advance of implementation of the Regulations. The
Regulations are detailed and prescriptive, and guidance will thus be necessary if a
consistent approach is to be achieved.

Consultation Question 4: Are you aware of any further evidence or infarmation
which would improve the assumptions or estimates we have made in the

consultation-stage _i‘m pact assessment?

Chantler concluded "that the sofution to iMficit use is instead to have an effective
enforcement regime, and the enforcement agendes in the UK have already
demonsirated that an effective enforcement regime and appropriate sanctions can
keep llicit to fow fevels, even in a relatively high tax jurisdiction.”

Local authority trading standards officers will be tasked with enforcing this new
legislation. The results of the 2014 workforce survey show that trading standards -
services in England and Wales will have been cut by an average of 40% over the
lifetime of this parliament. Trading standards staffing levels have fallen by
approximately 45% since 2009, ’
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15, The Institute therefore urges the Government to acknowledge the vital role that local
authority trading standards officers play in tobacco control and fo invest in
appropriate levels of support to facilitate effective enforcement of these new

regulations.
Conclusion

16. The Trading Standards Instifute supports the introduction of Regulatiens to
implement standardised packaging far fobacco products.

17. TSl sees the Regulations as an important positive cnntributi:on_ to reducing the harm
causad by tobacco consumption. '

18. The Government is, however, urged to recognise the resource constraints faced by
trading standards at a local level and to ensure that new enforcement requiraments
are adequately resourced.

Tratling Standards Institute — Aug'ust 2014
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70 August, 2014

Departrient of Health Standardised Tobacco Consultation

Dear sirfmadam,

Re, Cansultation unthe Infraducﬂnn of regulations for standardlsed pa:haglng of tohaceo
products

did prepare a teport o

Cebr does nat hu1d a8 wew ghout the principle af paln packaglng But we
and Is attached.

some of the Ilkelv practical implications. This was prepared for Philip Mortls,

This report was prepared before there was much evldence from the Austral[an experience_. which

there now |s.

Although we have nnt studled the Australlan evidence in detaﬂ a cursory examination suggests that

it does nart contradict our flndlngs

The’ repnrt Was cummlssmned and pald for b*_.r Fhilip Murns, But Cebr stands kw the conclustons
which we have reached, .

Wwe Hupe that aur repari will provide & useful input to the consultation.

¢eintre for ecenomlcs and bulslivess rasmareh Iod
Uinit I, 4 Aarh Sineer, Logden ECIY-§O Ce tsgebriem

Fleglstarell Erlglcl'n'd e 150 :




Making Business Sense

Quantification of the economic impact of plain’
packaging for tobacco products in the UK

Report for Philip Morris, Lt.

- July 2013

tenlre for Economics and Business Research Lid,
el 1, 4 Balh Street, London ECIN BDX
020 7324 XESa FOL0 7AR 1855w wiwwebr.com




Disclalmer

whilst every effort has been made to ensure the accuracy of the material in thls decument, nafther Centre for
Economics and Buslness Research Ltd nor the report's authors will be liable for any loss or damages incurred

through the use of the report, :

Authorship and ackn m-.'rledgements

This repart has been produced by Cehr, an independent econcmlcs and business research consultancy
established in 1952, The study was led by Ollver Hogan, Cebr Haad of Microeconomlcs, with analytical and
research suppert fram Cebr Ecanomlst Chitraj Channa. The vlews expressed herein are those of the authors
only and are based upon Independent research by them. '

This study has been commissioned by Phillp Morels Ltd and has otilised a comblnatlon of industry data and
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Executive Summary

MNeither the Government’s consultation on plain packaplng for tobacco — launched in April 2012 — nor
the existing literature on the subject provides quantitative estimates of the effects on the economy
that could result. Cebr was asked to fill this gap with a valuation of the mlero and macrosconomic
impacts of plain packaging In the UK.

Our scenarlo-based assessment beglng with an analysls of the demand for, pricing and supply of
Both legal and illicit tobacco. We use the resulting ‘micro’ scenarios within Cébe’s ‘macro’ imipact
modelling framewnrk to produce estitated ranges for the potentlal eﬁ‘ects of plain packaglng an key
mdlcators including GOF, jobs and Exchequer contributions.

Uslng the same framework, we examine tobacco’s Indlrect contribution to the UK economy through
the retall sector and how that could be affected by plaln packaging. This is before analysing the
potential impact of plaln packaging speclflcally on “small independent retailers’ {SIRs).

The key findlngs of cur study are summarlsed In the fallowlng paragraphs.

Uslng the results of Dr Jorge Padilla®s economic modelling exercise, which provided figures for the
Impact of plain packaging on prices and purchases of legal tobacco, and the results of a UK
behavioural study by SKIM, which assessed consumer demand for illegally sold {ilfict) products in a
plain packaging scenarlo, we estimate that the value of legal cigarette sales In the UK could shrink

B Cantre for Economics and Business Research Ltd, 2013




by between 4 and 8 per cent as a result of plaln packaging. This is the result of lower prices
reflecting stronger competition and the eroslon of produet differentlatlon, and is desplte increases
in overall lsgal cigarette purchases as a result of [ower prices. The value of legally sold hand-rolled
tabacco |HRT) Ts a'so expected to fall by hetween 20 and 22 per cent as a result of ptain packaging
but, unllke cigarettes, purchases of legally sold HRT are expected to decline,

This latter expectation Is explained by a disproportlonate ‘feedback’ effect {on legal HRT relative to
cigarettes) from the illicit tobacco trade. Primary research by SKIM supgests that consumption of
lllicit tobaceo could, under plausible assumptions, Increase by 30 per cant In response to plain
packaging. This drove Cebr’s estimates of the Increasing Importance of it tobacco In a post-plain
packaging warld - from 9 per cent of all UK purchases of clgarettas to over 11 per cent and from 38
per cent of all UK purchases of HRT to 50 per cent. This feadback effect - the consequent reduction
in legal tobacco volumes as a result of substitution to illiclt — is therefore disproportfanately strong
for HRT relative to clgarettes. Monetheless, overall volumes of cigarettes and HRT cansumed,
‘Including legal and Illicit, are expected to Increase — by between 5 and 10 per cent for ciparettss and
by between 9 and 12 per cent for HRT. ' .

Despite the Increase in overall tohacco purchases, the above estlmates correspand with a reduction
i final damand expenditure on legal tohacco of hetween £0.9 and £1.6 blllion, which results in the
fallowing economlc impacts of plain packaging on the UK economy:

« A reduciion In the direct contributlon made by tobacco to GDP from 0.84 per cent to between
0.78 and 0.81 per cent. .

s The loss of between 2,250 and 3,850 Jobs as a result of the Impact of plain packaging on tohacco
manufacturing through direct, indirect’ and induced Impacts, despite the boost.to tohacco
manufacturing’s supply chain as a result of increased purchases.

o A reduction in tobacco’s aggregate annual contylbution to the Exchequer of between £219 and
£3428 million. ' _

Tobacca also benefits the economy through the retail sector that sells it on to tobacco cansumers.,

We expect the retall sector’s gross earnings from tobagcco to fall fram our 2010 estimate of £850

‘million by between £110 and £185 million. This reduces tobacco’s indirect contributlon to GOF
through the retall sector by between 12 and 22 per cent of an absolute GVA contribution of £492

rnillion.
Far the UK natlons and reglons, our key findings include the followlng:

« The East Midlands econarny is expected 1o be the worst affected by plaln packaging, with a
reductlon in reglonal Gva of between £175 milllon and £303 million. -

¢ Morthern Ireland would, however, experience the greatest percentage reduction in the size of its
economy as a result, falling by between 0.4 and 0.7 per cent as a result of the impact of plain
nackagng. .

"w lob'logsses In tobacco manufacturing and in the wider economy through multiplier irmpacts are
alse expected to be greatest in the East Midlands in ahsolute terms (hetween 1,002 and 1,763
FTE jab losses) and Narthern Irefand In relative terms (with the lass of between 0.12 and 0.22 per
cent of all jobs in the Norihern Irish econamy). '

small Independent retailers (SIRs) however could ha particulariy harH hit by plaln packaglng. This
can be summatised as follows: =

+ Profits fram tobacco are of highar Irﬁpnrtance to. 5IRs, which account for 11 per cent of all
tobacco sales In the UK. The affects described above in terms of the retall sector as a whole yield -
ectimatad reductions of between £12 and £20 milllon [ 5IRs’ earnings from tobacea.

i€ Centre For Economics ard Business Research iod, 2013
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» Glven the current state of the retall sector and the fact that so many convenience stares are on
the cusp of financial difficulties, we estimate that this could result In some Insalvancies and the
loss of hetwagzn 2,000 and 3,500 full-time equivalent (FTE} jobs in canvenience retail.

= There [s an.expectétlun however, based on survey evldence from Australla, that bath tabacco and
non-tobacco customers wiil switch from smaller to larger stores as a result of increased tobacco
transaction times and thelr effect on queue lengths.

« On this evidence, SIRs could be facing losses of earnings reaching as much as £300 mllllon ance
the lost non-tobaceo sales are taken [nto account, ' . '

a This would lead to greatar numbers of Tnsolvencies and up to 30,000 FTE employees losing their
Johs in convenlence retailing. With so many lacal cornmunities dependent on' small independent
_retallers, such effects would have negathve Implications In terms of the wider social impact of
SIRs. '

Broken dawn by UK nation and region, these job losses In SIRs are expected to be greatest in the
South East of England, London-and the North West of England, with 4,466, 3,683 and 3,305 fewer
jobs respectively due to the lost tobacco and nen-tobacco sales that can be expected to result from
plaln packaging. These job losses are more likely to be concentrated I urban and suburban areas,
where the aptions to switch to larger stores [n anticipation of langer tobacca transaction times and
"gueues In SIRs will ke more readily avallable. :

© Cenkre [or Economics and Business Reseqrch Lid, 2013




1 Introduction and background

This Cehr report aims to provide a thorough estimation of the Impact that compulsory plaln

packaging of tobacco products will have on the UK's econamy. This includes effects on the legal and

_ illiclt tobacce markets, an small and independent retailers, and on kev macroeconomic variables
including GOP, emplnyment and government finances,

1.1 Purpose and objectives of the study

The Government launched a consultatlan on the issue of standardlsed [plain} packaging for tabacco
preducts in April 2012 and, the consultation period having closed, is now deliberatlng on the matter.
The Department of Health impact assessment {IA] that accompanled the consultation document
recognised the risks of unintended consequences of legislating for nlain nackaged tobacco preducts

including:

. [}iewntreding to cheaper tobacco products and declings in the price of legal products;
»  Increased overall consumption of tobaceo products; and

s A possible Increase in the supply of Hicit tobaceo products.®

However, there are ho quantitative estimates In the 14 of the economic effects that these, and other
relevant factors, would have In the UK. Neither did any of the literature reviswed as part of our
study provide a guantitatlve estimate of the magroecanomic impact uf plain packaging. Cebr has
been asked to fill this gAp.

1.2 Methodolpgical overview

Dur scenario-based assessment begins with an analysis of how tobaceo consumers and the tabaceo -
industry are likely to react to and be impacted by, plaln packaging at the ‘milere’ level. This involves
analysing the demand for, priclng and supply of both |ggal and llicit tabaces. We use the resulting
‘micro’ scenarios within Cebr's ‘macro’ impact modelllng framework to produce estimated ranges
for the potential effects of plain packaging an key indicators Including GOP, johs and Exchequer

contributlons.

Using the same framework, we examine tobacco’s indirect contrlbution to the UK’s econcmies
through the retall sector and how that could he affested by plain packaging. This is hefore analysing
the potential impeet of plalt packaging specifically on 'small Independent retailers’ fsIRs). '

The sequence of the madelling and analytlcal processes adopted for the study is set out as follows:

i Anelvsls ef lega! tobacco: in a 2010 study vsing economic simulation modelling, Or. Jorge
Padilla calculated the Impact of nlaln packaging an the price and consurption of legally traded
clgarettes due to a reduction in the role of branding.” Padilla presents a serles of calculations,
aach based on a different set of assumptions, which provided the starting point for our analysis,

“We also developed a number of scenarlos covering the relationship between the demand for

* Department of Health {fdarch 20132, “Inpact Assessment standardised packaglng of tobacco products® Final Yersion.
2 Jorge Padilla tznm]j"'The impact aof plain packaglhg of dgaretres in UK: a simulatien exerclse®, study commissioned by
Phillp tdorrls Intermational,

Centre for Econcemiles ant Business Research Lid.
unlt 1, 4 Gath Street, Lopdon EC1V ALY
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clgarettes and for hand-rolled tobacco (HRT) in order te produca estimates for the fobacco
market as awhole. '

2. Analysis of Rliclt tobacco market: we used the results from a recent behavloural study by SKIM?®
that examined how the preference shares for legal vs. illiclt ¢lgarettes in a sample of smokers
would change with plain packaging. These were used to estimate the |lkely changes in the
volumes of illicit cigarettes and HRT purchased in a post-plain packaging world.

3. Feedback from the illlcit into tha legal tahacm market: any increase in the size of the illicit
market will mean a decrease in the size of the legal market for given levels of total

COMsUM ptian.

4. . GDP, employiment and the puhblic finances: we then used our estimates of the ahove effects to
madel (i} the direct economic Impact, and (i) the indlrect and Induced multiplier Impacts, on
GDP and employment as a consequence of plaln packaging. We also modelled the Impacts on
Excheguer revenues in the context of current UK fiscal policy, The analysis of direct and
rultiplier Impacts an GDP and employment Is extended to examine separately each of the UK
natlons (England, Wales, Scotland and Nerthern Ireland} and English Government Office reglons
{North East of England, North West, Yarkshire and the Humber East Midlands, West Midlands,
East of England, London, South East and South West of Engtand).

5. Tobacco’s economlic contribution through the retall sector: -we analyse how tobacco
contilbutes indirectly to the econamy through the retall sectar and how plain packaglng can be -
expected to affect that Indirect contributlon. Following this, we narrew our focus to the
deleteriaus effects of plain packaging an SIRs, which can he expected to be particularly hard hit
due to the likelihcad of customers switching fram smaller to larger stores fn anticlpation of

- langer tobacco transaction thmes and longer queues in canvenience stores, This analysls is also

extended to cover the UK nations and English reglons,

1 3 Limitations uf the study

The expected impacts of plain packaging for tobacco are broader in scope than this shuu:h,.r WaSs
capable of considering. There are ather Impacts which should ke flagged therefore as lImitations of
this report. These other impacts include, but may not be limited to:

1. The impact of plaln packaging on tobacco consumers’ disposable incomes; and

2. The risk that government cauld be forced to pay compensation to tobacco companles.

The fallowing two subsections outling these principal limitations of the study. The third subsectlon
considars further potentlal limitations,

Disposable incantes

The reduction in tobacco prices a5 a result of plain packaglng can be expected to provide a boast to
smokers’ real disposable incomes. The results of Padilla’s economic modelling and of SKIN's
behavioural study inform us that a certaln proportion of this will he spent on further legal and Micit
tobacca purchases, However, some proportion of this increase can also be expected to find its way

3 Coaffo, M., et al. (20212}, *The impact of standardized packaglng on the illicit trade In tha LIK", stud'.r cornmissioned by
Phlllp Murrls Imte rria tlenal.

& Centre for Economics and Buslness fesearch Lid, 2013




back inta retall through non-tobacca purchases. These generally yield higher grass margins for
retallers than tobacco, .

While thls could be expecte'd to mitlgate to some extent the lost tohacco earnings due to plain
packaging, any mitigatian could only really be expected to occur at the aggregate retall sector level.
In Gther words, this does not change the evidence that customers are likely to switch from smallar to
larger stores in anticipatlon of langer tobacco transactlon times and longer queltes in convenience
stores when plain packaging is intraoduced.

The boost in tobacco consumers disposable incormes is unlikely, iherefure to mitigate the
potentlally stark impacts - under reasonable assumptions - of plain packaging on SIRs presented in
this report:

Furthermore, the extent to which It mitigates the effects of plain packaging on the retail sector as a
whole can only be expected to be limlted given the prevaillng economic conditions — speclfically,
continued widespread houssheld ‘de-leveraging” mganing any spare disposable income fs used to
pay off debts or saved, rising food and energy prices and the real decline in average levels of pay.

Government compensation of fobacco cnmpan.'es

The tobacco industry has flled lawsuits sgalnst governments challenglng restrictions r:m I:he
_marketing of tobacco products introduced over the Tast few decades. Logic suggests, therefore, a not
Inskgnlficant rizk of legal challenges ko plain packaglng, posslbly undar Artfcle 17 of the EU Charter of
Fundamental Rights ar Articlz 1 Protocol 1 of the Eurepean Conventlan on Human Rights,

According to legal experts, If plain packaging leglslatlon was passed and the tobacco Industry
challenged that leglslation, it would likely be struck down as lllegal absent fair compensation to the
tobacea Industry for the deprivaﬂon of its trademark rights. That compensation could run Into the

|:]I|]IDFIS of pounds,

The tobacco analyst at Cltigroup Investment Research, using simplified discounted cash flow
modelling of tohacco industry proflts calculated a falr vatue for tobacca Industry brand deslgns
{which are lost with plain packaging) of £5 bilion. An alternative estimate, based on the implicit
value of the rntanglhte assets of Gallaher when it was bought by Japan Tubaccn suggests a flgure of

a hit under £4 billion.*

This wauld of course, at the macrpeconomic level, dwarf any of the effects of plain packaging
outlined in this repart as welt as any mitigating impact on the ageregate retail sector of the potential
Incraase In disposable incomes of tobiacco cansumers described above. '

Ciher imitations of the study

The unregulated- mature of the illlclt market means that there [s considerable uncertainty over
estimates of its size. |t s passible that the actual size of the illlclt market is [arger than the HMRC
mid-paint estimates used in this study. Furthermore, the HMRLC estimatas used reflect the markst
situation in 2010-2011 and would not, therefore, have taken into account mare recent increases
suggested by the MS Intelligence UK (14-2012 Market Survey Report, which concluded that 26.4 per
cent of all cigarettes consumed In the UK were non-UK duty paid. To the extent that this is the case
the negative economic impacts of plaln packaging, including exchequer losses, presented In this
report wauld constitute underestimates,

 Adam Splelman (20048), “Surhnnlssion on the Futare of tobacco control”.

& Cantre for Economlcs and Beslness Research Lid, 2013




The Department of Health In the Impact Assessment supporting its consultatlon on plain paclkaging
_ attriputes a monetary value to each nan-smoker that does not take up smoking and to each current
smoker that quits. Plain packaging [s predicted to cause an increase In tobacco consumption and 1t
seems |oglcal to conclude that at lsast same of this increase wlll be explained by non-smaokers taking
up smoking and existlng smakers failing to qult. To the extent that ths fs:the case, our modelling and
analysis understates the costs assoclated with plain packaging becauss, pursmant to the
Department's logic, thers wauld be a cost assoclated with each person who, as a result of plain
packaging, takes up smoking when they atherwise would not have or does ot guit when they -
atherwise would.

The additional minor limitation 1s our use of 2010 levals for each of the ad valerem and specific
elements of tobacco dutles in order to malntaln consistency with our econormic models, which are
based on the 2010 national accouits. The up-to-date rates for 2013 are noted In the relevant sectlon
of the report.

1.4 Structure of this report
The remainder of the report is 'strumured a5 follows:

s Section 2 pmuides' an overview of the UK tohacco market, coverlng both the legal and llicit
trades, -

» Sactlon 3 provides details of Cebr’s estimates of the Impact of plain packaging on the legal
- tobacco market, culminating in estimates of price reductions and the. conseguent falls in
tobaceo sales revenues desplte increased purchases,

= Sectian 4 'presents Cebr's estimates of the current ‘macre’ contributlons of tobacco to the UK
and its constituent economies. '

»  Sectlon 5 assesses the likely Impact on the levels and structure of these cuntri_hutluns
depending on reactions In the market to plaln packaging.

'« Sertion E prmrldes our gassessment nf the potentlal Impams of plaln packaglng on retallers with
3 focus o SIRS,

@ Centre for Economics and Business Research Lid, 2013




2  Overview of the UK tobacco market

This section provides an averview of the UK tobacca market, coverlng hoth the legal and it
trades. ’

2.1 The legal tobacce market -

. To facilitate the analysis of the impact of plain packaging -within our econamic modelling
frameworks, it was necessary to produce a 'bottam-up’ estimate of aggregate expenditure on
tobacco in the UK, The baseline estlmate for financial year 2010 was about £17 billlon,* based on
_ Cebr's analysis of pricing data fram HMRC and the Tabacca Manufacturers Association {ThAA), HMRC

volume data ahd Keynote's estimate that clgarettes and hand-rolled tobacco (HRT) account for over
98 per cent of the entire tobacro market, with the remainder representing sales of cigars and plpe

‘tobacco.®

Clgarettes

The UK saw 45.7 billlon cigarettes released for legal consumption In 2010-11. As shown by Figure 1
helow, the cigarette niarket has been in structural decline for most of the previous two decades, In
1897-99, the volume of cigarettes released far consumption was 81.7 billion sticks, more than twice

5 This *hottam-up’ estimate Is broadly conslstent with OWNS national accounting data, which repotts tatal final expenditure
an tobacco products of £17 billlan. While the latter number would constitute the correspanding ‘top-down’ estlmate, he
‘bottom up’ estimate was necessary to be able to analyse the fmpacts on the prices and consumptlen that make up total
final expendltura.

& Keynoke {2011), Clgarattes & Tobacco Markst Report 2011 — Keynote's own esthmate of the market =fze of tebacco in -
2010 was £17.7 hillion. ve have not sought to reconclle the difference batween thls and our ‘bottom-up’ estimate, nor do
wee think [t necessary given the prosdimity of aur own estinnate bo officlal statlstics.

© Centre for Econamles and Business Research Lid, 2013




as much as in 2010-11. During the period 2001-02 to 2010-11, cigarettes released had fallen by
about 11 per cent averall”

Flgura 1: Yolumes of clgarettes relsaasd for I&gs_il sale and congumplion

100

Billions of cigareftes

Flnaneclal Year

. Bource; HWAC

Successive increases In the tax rate applied to tobacco products have mast Mkely been a majar
driving force 1n reducing legal clgarette eonsumption. The 1990s saw the then Conservative -
Government follow a duty “escalator” polfcy on tobacco, whereby the tax on tobacco products was
increased by more than the annual rate of inflation, But, reading only from this data would naturally
lead one to exsgeerate the decline in overall tabacca consumption because, In response to increases
In the price af cigarettes, many smokers will have down-traded ta HRT or ta illicit tobacco praducts.”

* The data, as will be seer, would seem to support this proposition.

The prevalence of smoking in the UK fell from 27 per cent of the population in 2000 to 20 per cent in
2010, But vlewlng the Impact of this on tobacco consumption through the lens of cigarettes univ
wnuld llkewise lead one to Exaggerafe It.

Desp]t_e decreases in the volume of legal cigarettes éuld, the total value of sales of legal cigarettes
has been climbing aver the past decade, as shown in Figure 2 below. The value of sales In 2010-11
stood at £15.1bn, having grown by 34 per cent from £11.3 billion in 2001-02.

7 \Wa note the swings between years In clgarattes raleased for cansumption. These are mainly driven by what s known In
the Industey as ‘Farestalllng’ and not by massive wps and deowns In actual cansumptlan, NAD {2010} ih [t pudlt of
Assumptions for Budget noted that “forestaliing accurs when manufacturers stockpile clearad, duty pald dgarettes. In
advance of an anticlpated Incrﬂa se In ewele duty ara manufar.:turers price [nerease™, .

E 5lpnlficant down-trading to Iuwer priced |egally sald clgarettes has also ocourred. The detall af this was hE',rum:I the scope
of this report, buk |t |3 aceounted For in our modelling theaugh the use of Padilla’s esﬂmares of the dgarette price and

consumption Impacts of plain packaglng.
% K5 General Ufestyle Survey [2010).

i@ Ceatre for Econgmlcs and Business Rasearch Lid, 2013




Flgure 2 Value of clgarefles ralsased for legal sale ﬁmi consumpllon
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Souree: HMAC, Thi4, Cebr astimafes

The effect of the price increases on the valug of sales has, therefors, autweighed any revenue-
reducing effects of the correspanding reductions in consumptian.

Hond-rolfed tobdoco

Given the down-trading phenomenon, [t s not surprising that, In contrast to the clear decline in
cigarette volumes, legal HRT released for cansurmption has been on l_the tise, Flgura 3 shows that in
2010-11, 5,431 tonnes of HRT were released for m:_tnsumptibn I the UK, represanting & staggering
132 per cent growth over a 10-year period. '

Flgura 3: Volumes of HRT released for lzgal sale and cun:'numptlun
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The value of HRT sales has also increased dramatically, Thls s a function of the same {or similar) tax
policles as those applied to cigarsttes, as well as the upward trend In consumption. We estimated
that HRT sales had a value of about £1.58 billion in 2010-11, an Increase of 290 per cent since 2000-
01, as shown in Flgure L belnw

Figure 4: Value of sales of legally purchased HRT
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Source: HMRC, TALA, Cebr.estimatas

2.2 The itlicit tobaceo trade

 Slze and valume

The litelt tobacca market is defined in terms of the unlawful production, distrlbutlon and sale of
tobacco products, and is mada up of a diverse range of products.’ IIII|:|t cigarettes fall Into three

broad categories;
v  HApoffegged: genuine branded cigarettes where the required tax has not been paid.
s Counterfest: illicit cigarettes attempting to imitate 3 brand.

s . flicit whites: non-counterfelt cigarettes' produced legally in dne market or country, but
smugeled Into and sold in another market or caumtry where they have no legal dlstribution.

HMRLC data suggest that the market share of illicit clgarettes had declmed {Figure 5] from 21 per cent
‘In 2000-01 to 9 per cent in 2010-11 (kased on central estimates).

© Cenkre for Eeoromlcs and Buslness Research Led, 2013




Figure 5: Eslimatsd market sharz of llllclt cigaretlas
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Across the same period, the volume of illicit cigarettes had declined from 8.5 billlon sticks to 4.5

billion sticks, a fall of 47 per cent {Figure 6 belaw}.

Flgura 6: Cenlral estimate of volume of Illlelt clyarettes
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Source: HMRC, Cebr estinvotes

The unregulated nature of the illleit market means that there ts, however, cansiderable uncertainty
aver these estimates, For example, a recent survey of empty discarded cigaretie packs suggests that

- Mieit cigarette consumptian In the UK is increasing. The MS Intelligence UK 04-2012 Market Survey

Report concluded, as noted in section 1.3 above that 26.4 per cent of all cigaréttes consumed in the

LK were non-UK duby pald In Q4 2012,

& Cantee for Econamics and Business Reseadch Lid, 2013
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Estimates of the market share of illicit HAT alsa suggest a decline over the last decade, -as shown In
Figure 7. HMRC's central estimate for 2010-11 was 38 per cent, significantly less than its 2000-01
central estimate of 61 per cent. The penetration of the market by illicit products has, however, been
cansistently higher in HRT than in cigaratres, ; '

Figure 7: Esflmated market shara of izt HRT
%

. Financlal Year

w—] W —i —pEr

Source: HARC, Cebr esfimates

Desplte a trending decline in the illiclt share of the HRT market, estimates of the volume of illlcit HRT
show little change over the-ten year periad ending in 2010-11. Then, the volumes were eslimated to
be 3,329 tonnes In 2010-11, only 9 per cent less than the 3,665 tonnes estimated for 2000-01. As
figure & shows, volumes actually Increased in the perlod 2002-06, a notable differsnce from the
Wlclt clparette market w_heré volumes declined In this period. |

Figure 8: Estlmated vult_l ma of llzlt HRT _
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Lost tax revenies frone Iliclt trade

Sihce every tabacco purchase in the illfeit market is a loss of sales In the legal market, each purchase
of illicit tobacco represents @ flnancial loss of tax revenue to the government,

HWRC's central estimate of Exchequer losses as a result of the trade in illicit tobacco, as depicted in
Figure 9, shaws an estimate of £1.9 hilllon In 2(10-11. This is 46 per cent lower than the £3.4 billlan
estimated to have been (ost [n 2000-01. Monetheless, nearly £2 billten is not an insubstantlal ameunt .
in the current flscal context.

Flgure 9: Estimated 1ax revenue losl frgm llicli elgaretles and HRT
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The drlving force behind this fall is the decline In tllicit cigarettes. Hers, the tax revenues lost as a
" result of the illicit trade fell fram £2.8 billion in 2000-01 to £1.2 billion in 2010-11, a decrease of 56

per cent. !t

Flgure 9 also reveals that the estimated tax revenues lost from illicit HRT have remained relatively
constant, falling only from £670 milllon to £660 million over the last 10 years, a decrease of 1.5 per
cent. Nkl HRT was responsmle for 35 per cent of the total tax loss resulting from the illicit tobacco
trade in 2010-11. This is up from 20 per cent in 2000-01,

W gased an central estimates fram HAMRC

© Cenkra for Econamies and Busingss Research Led, 2013




3 Estimated impact of plain packaging on the legal tobacco market

We have used the results of Padilla’s 2010 study estimating the Impact of plain packaglng on the
price and consumptlon of legal cigarettes and hegin- by btjefly reviewing this study, We then
consider the direct effects of plaln packaglng on each of the legal clgarette and HRT markets, before
analysing indirect effects through ‘feedback’ from the [lliclt market. '

3.1 Brief review of Padilla {2010}

Padilta’s analysis of plain packaging |s based on the intended abjective of the pollcy - ta greatly
reduce of ellminate the rale of branding In the legal clgarette market. Clgarette manufacturers will
not be able to use their packaging to differentiate their products, turning cigarettes Into an
Increasingly homogenous product. Consumners can be expected to be mare willlng to substitute one
brand for anothier which can, in furn, be expected to increase the level of price competition between
manufacturers, driving down the average price.

- Padilla stipulates that a second effect will occur through reduced barriers to entry as & result of the
erosion of brand lovalty brought upon by plain packaging. This wil allow new, so-called “no-narne”
entrarts, with |ower marginal cost than Incumbents, inte the market, further increasing competition
and downward pressure on prices. '

Finally, Padilla demonstrates that, conslstent with the law of demand, a lower average price will
rasult in higher consumption, and supports this with the results of econometrie studies that estimate
the price elasticity of demand for clgarettes. That is, the parcentage change in cigarettes consurned
for a 1 per cent change in price. A good with price elasticity between 0 and -1 is sald to be relatively
inelostic, whilst a good with price elasticity lower than -1is said to be relatively efestic.

Padilla developed a demand-supply simulation model using the principles of industrial organisation
theory. Thié model is suppoited by econometric estimates of the parameters required to simulate
the effects of plain packaging on the price and guantity of cigarettas consumed through the model.

Padllla’s results are presentad in two stages. The flrst stage models the effect of reduced product
differentiation in two scenarios — an “average” increase in substitutahllity, and 3 “large” increase n
substitutabllity. The second stage adds to this the effect of the entry of three kinds of ‘na-name’
producers, each with different levels of marginal cost (M) relatlve to the incumbent firms. At each

@ Cantre for Econemics and Bustnesy Reseaich Lid, 2013 .
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stage, the results are presented for two diffarent assumptions for the price elastleity of demand for
cigarettes: -0.5 and -1, The estimates an which we focused for use as inputs in our modelling are

prasented In Table 1 below,

Table 1: Pad/lla reeults used In thls sludy, price elaslicity = -1

Substllutabilily Entry Entrant MG Effect on Effecd an
increase ratio average price  consumption
Average ~ Moenlty - - -5.0% 5.3%

Supar-low -25% B.5% 7.2%

brands B0% B1% - 7%

_ . -T&% B % BA%
Large Mo enfry - -11.8% 4.0%
Superdow -25% 133% - 3.9%

brands 0% 139% 10.3%

-75% -14.5% 10.8%

3.2 Direct impact on legal cigarette market

We used Padilla’s results to determine the absalute levels of price, purchases and revenues from
cigarettes in tha UK after accouriting for the direct effact of plaln packaging.

Having reviewed other important rasearch {notably HMRC, 2010 and Pissarides and Callum, 2004),
we encountered relatlve consensus on a price elasticity of demand in excess of 1 {In absolute terms)
for cigarettes. [t made sense, therefore, fo focus on the Padilla results for the -1 assumption on price
elastlclty of demand. Finally, we have also narrowed aur focus to Padilla’s “mean” scenarlu as
opposed to hJS minirmum” or "maxlmum” scenarios.

Table 2 shows the 2010-11 figures used as aur baseline, and Tahle 3 shows the estimated changes in
price, purchases and revenues when we apply Padilla’s results to data from 2010-11.

Tahble 2: 201011 baselIne data
Price per pack of 20 cloareites (£ B.63
Purchases af eigaretles {billion slicks) 45.7
Glgaretla salas {Elin) RIAL
Price per 25¢ of HRT (£) 7.4
Purchases of HRT [lennes) 54M.0
HRT sales (Flm) 1458

@ Cantre for Economics and Business Rewearch Lid, 2003
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il

Table 3 shows a projected decrease In revenues from Jegal clgarette sales of between £0.15 billion
and £0.78 killlen. The decline in sales revenue accurs because the estimated increase in the volume
of tohaceo sold is not enough to counteract the fall in price resulting fram plain packaging.

Table 3; Estimated absolute effects of plaln packaging on clgarsite prices and purchases

Substitutakillty Entry Enfran KIC Eifect on Elfecl an Changs in
[nerease ralie average price purchases sales (Ebn)
it stichs]

Average . Mo anlhy - £040 24 015

Super-low -25% 056 a3 | b2

brands 50% -£0.60 35 032

) “75% -E(.B4 a4 4.93
Large Ho antey - _ £0.78 4.1 .56 -

" Superkw 25% £0.68 45 0.1

brands s0% | -£0.92 a7 | -0

5% © 006 5.0 -0.76

3.3 Direct impact on the legal HRT market

Padllla’s simulation model only examined the effects of plain packaging on the legal clgarette
market, thus excluding HRT. We did not uncover any numerical estimates of the effect of plain
packaging on HRT price and purchases in the literatare we reviewed. To overcome this shartfall, we
examined a number of different scenarlos in which we assumed that the effects on HRT price and
purchases would be some proportion — 25, 50, 75 or 100 per cent - of the effacts of plla'ln packaging

on cfgarette price and purchases.

The idea that the HRT market wauld react to plaln packaging along similar lines to the cigarette
market Is loglcal. HRT product packaging 1s branded in the same way as cigarettes. Below, Table 4
presents the results far the 50 per cent scenaric and Table 5 for the 100 per cent scenario,

Table 4: Direct effects of plain packaging on HRT price & purchages (Scenaro A, 50%)

Subslituiaility Entry Enirant fC Effect an Effect an Ehangs in
lnereass ratin avVerafe price  purchasss sales {Ehn)
{mn lonhes)
Avarage o enlry N -£0.22 143.9 041
Super-low 5% -£0.31 1955 - 0.01
brands 5% 0,33 " 2081 501
_ 75% -£0.35 225.4 -0.01
Large Moentry |, - 043 | 244.4 0,03
Super-low -25% £0.48 2HA.A -0.03
rands -50% £0.51 779.7 0.03
5% | £0sa 206.0 003 |

@ Centra for Economics and Buglness Research Ltd, 2013
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Table 5: Direct éfiscts of plain packaging on HRT pirlce & purchases (Scenarlo B, 100%)

Suhslitutabllity Enlry Entrant MC Effect on Effeel on Change In
increase ratle average price  purchascs salas (Ebn)
{rn bonmes)
Avarage Mo anlry - £0.44 287.8 0.2
: Super-low -25% £0.62 a 002
brands -50% £0.66 4182 0.09
-75% L0171 450.8 -0.03
Large He eniry - £0.06 4568 -0.08
Super-low -25% £0.87 BH7.7 -0.07
brands -50% £1.01 559.4 0.08
-75% £1.06 BO2O° -0,08

These tables show. projected decreases in revenues from legal HRT sales of between £0.01 and £0.03
tillion. Like in the case of cigarettes, the decline in sales revenue oteurs because the estimated
increase In the volume of HRT sold is insufficient to counteract the fall in price estlmated to ocour as
a result of plain packaging. '

3.4 Indlrect effects through feedback from the illicit market

\We Use the results of a 2012 study by SKIM™ and HMRC's mid-polnt estimates of the absolute slze of
the illicit cigarette and HRT markets, to estimate the effects of plaln-packaging through the illicit .
trade,

The SKIM study was a virtual behavioural experiment that presented each Individual In a
representative sample of UK smakers with an on-screen display, deslgred to mimlc the cigarette
display In a shop. Varlous scenarios were presented to the indlvidual, and he or she was asked to
select the product that they would purchase in a real life situation. Each display includes a clearly
labelled selection of products available from a “strest vendor” which represents illicit tebaceo
" purchases. The report states that “subjects were not directly informed that this is an Hiicit channel,
but sufficient information was pravided for them to reach this -:nncfue‘on."

)

The use of HMRC's mid-polnt estimate of the slze is, of coyrse, purely illustrative. HMRC's estimates
of the size of the illicit market vary significantly, and it is possible that the actual slze of the illicit
market is claser to the upper end of the range {16 per cent for clgarettes and 44 per cent for HRT.
Furthermore, the HMRC estimates used reflect the market situation In 2010-2011 and would not,
therefare, have taken Ihta account the mare recent increases suggested by the MS Intelligence UK
4 2012 Market Suwev Report, noted in sectmns 1.3 and 2.2 above.

The study compares a baseline scenario representing the current market situation, with three other
scenarlos representing possible outcories due to plain packaglng:

1 SKIM |5 & glokal markels resedrch company,

B Centre for Economics and Business flesearch Lid, 2012
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1. Basellne Scenario: as In the current market situatlon, branded packaged cigarettes are available
inregular shops and from street vendors. :

2. Scenario 1: only plain packaged cigarettes are awailable in regular shops whilst a mixture of
plaln packs and hranded packs are avallahle from street vendors. :

3, Scenario 2; only plain packaged cigarettes are available in regular shops, and anly brapded
packs are available from street vendors, -

4. Sceparlo 3: only plaln packaged cigarettes are available fram regular shops and from street
vendors, ’ ' :

The results for each scenarlo, tabulated in Table &, show the proportion of the sample that opted to
purchase a product from the legal market versus the illicit market — these representing tha
aforementloned preference shares,

Table 6: SKIM sludy resulis

Prodiecls Availahle Preference Share

Scenaric
Regular Shops  Strast Yenders  Regular Shaps

Street Yandors

Paseline | Currentmarket | Current market 63% 3%
: siluafion silualion
i Plain Packaging |  Mixof Branded 53% A7%
and Plaln Facks ' _
. Plain Packaging | Branded only §i%e | 49%
3 Plain Packaging | Plsth Packaging 56% 44%
' only '

The results suggest that the illicit market would have the greatest market share under Scenailo 2, in
which street venders sell only branded packs wiilst regular shops are restricted to selling only plaln
packs. " |F plain packaging Is legislated, we would expect sireet vendors to recognise that demand for
their products 1s likely to be highest when they sell branded packs only. Therefore, when modelling -
the effects of plain packaging on the illlcit market, we used the results from Scenarip 2 [n Table 6

above, :

The proportlonate increase In the preference share for illicit tohacco from the Baseline 5cenarlo fo
Seenaria 2 is 32.4 per cent. This was applied to the HMRC central estimate of the volume of illicit
tobacco consumed 1n 2010-11 providing us with an estimate of the volume of illicit tabacco that will
be purchased under plaln packaging. The re;ults'uf this analysls are tabulated 1n Tahle 7 below,

£ Cantre for Econormics and Business Research Lid, 2013
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Tabla 7: Ghange nthe size of the Mclt market

Market lllleit purchases (billions of sticksiiennes) 1 Iflnb:;JiLL:: ;::1:: lr:ﬁ} :; ]
2090-19  Past-plain packaging {eslimete} .
Cigarelfes | 452 | 598 _ 146
HRT 3329 4,408 _ ' +1, (79

Every additional unft of tobacco purchased lllteitly will mean one less unit purchased from the legal '
market, with the loss of revenue for legal traders franslating into a loss to the exchequer. We
accounted for this by subteacting the estimated increases In the absolute slze of the illicit market
from our estimates of the direct absolute effect of plain packaging on purchases of legally sold
tabaceo to generate out estimate of the total effect of plain packaging. Our results are presented in
Table 3 to Tahle 10 below. '

Whereas the increase in cigarette purchaﬁes was estlmated io fall in the range-of 2.4 - 5.0 billion
sticks as a result of the 'direct’ impact of plaln packaging {Table 3 abovel, this )5 eraded hr,f the
feedback effect from the illicit market. The results supgest that the ‘net’ effect of plain packaging is
-an Increase In purchases of legal cigarettes of hetween 1.0 and 3.5 billion sticks, as shown in Table B

below.

But note that, if the recent increases In the size of the it trade suggested by the aforementioned
survey evidence are, in fact, widespread, then the projected size of the feedback effects from the
illlele market in Table 7 fand the size of the resulting losses to the legitimate econemy and to the
exchequer) could be considered underestimates.

The curresp.nnding fall in overall sales revenues ranges fram £0.6 to £1.2 billion,

Tabls B: Overall changes in lagal clgaretie market after feedback effects fram Nliclt market

Subsiilutahilily Enkry Enfrant MC Fllact on Elfecl an Change In
increase rat|o AVEraga price legal galos {Ebn)
purchases
{ln stleks)

Mar_aga Mo entry - £ 40 - 1.0 «0.61
Super-low -0 £i1.56 T 1A _ -0.73
brands ™ phe 060 21 |

5% | #6064 2.3 .77

Large "Na enlry - £0.78 26 1,01
Supar-low -25% -£1.88 3.0 o«44
brands 50% £0.92 1z 118

T5% £0.96 33 .20

Our estimates for legal HRT suggest that plain packaging will cause purchases of legal HRT to
decrease by between 488 and 1,007 tannes. Thls overalt predicted fall in legal HRT purchases is in
cantrast to the predicted increase in legal cigarette purchases. This is explafned in terms of our

© Centye for Economics and Business Research Ltd, 2013
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finding that the increase in the slze of the illicit HRT market due to plaln packaging was greater in
absalute size than the increase in purchases of legal HRT as a result of the price reductions {in legal
HRT} expected to follow the introduction of plain packaging.™ :

The alternative scenarlos {SO and 100 per cent) represéntad tiy each of Tables 9 and 10 raspectively
reflact the extent to which the predicted effects of plain packaging on cigarette prices and purchases
will be mirrored In the HRT market,

Tahls §: Overall changes o legal HRT market after feadback of técts fram Lhe illiclt market {Seenario A, 50%)

Substiutabilily Entry Entrant MC Elfecl on Effect on Change In

increase ratle average price legal sales {Ehn}
purchases
(wm tonnes)

hyerage Mo enby - -£0.22 -835.5 031
Super-low -25% -F0.31 -84, -0

brands - _goas 033 | 8705 0.3

| e £0.35 8542 031

large | Noeniy - | a3 8352 | 042
Super-ho -25% £0.48 9103 033

braids -50% 5051 - | 7908 | 023

5% £0.53 7635 093

Tahle 10: Overall changss In legal HRT market after feedback effects fram the lllIcl markst {Seenarlo B, 100%)

Suhstilulabilily Entry Enfrani G Elfeci on Ellact an Change in
Increase ralio average price lenal sales {Ebn)
prchases
{inn tannes)
Average No entry - £0.44 7 7 03
Super-low -25% -£0.62 -683.5 0.32
brands . 50% 056 6614 032
75 -£0.71 -628.4 =032
Large Ma entry - -£0.45 . 3008 .34
Supar-w -25% -L0.RF 5414 -0.35
brands 0% R0 620.2 0.35
75% -£108 -4B7 6 035

When compared with the ‘direct’ impacts of plaln packaging an legal HRT purchases (Tables 4 and 5},
the ‘net’ impacts In Tables 9 and 10 reveal that the Indirect or Teedback’ effect from the illlclt

-12 T further clarify this point, for elgarettes, the predicted Increase in cansumptlon In the legal market Is greater than the
predicted increase in the size of the lldt market, Therefore, legal clgarette consumption rose even alter accounting for

the increase in the [lclt rmarkat.

@ Cantre far Ecenoanles and Business Research Lid, 2413
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market has a significantly greatsr proportionate Impact on revenues from legal HART than on
revenues from legal cigarettes,

These results are summarised below,

Table 11: Summary Lahle of resulte of thie saction

Variable Effect of plain gackaging
Cigarall valumes {lagal) | An 'iru:rea_sa in the range of 1 and 3.5 billlan slicks purchassd
Cigaretla volumes {veral, lagal+illicl) | An inerensa in the ranga of 2.5 and 5 billion slicks purchased
Cigaralle prices {legal) A fall in average prlee of balween 4{p and 96p
Cigaralte sales revenues # fall in the rangs of £0.6 and £1.2 billicn
HRT volumes {lagel) A decrease in the range of 488 and 1,007 lonnes purchased
HRT volumes foveral, legal+illicity | An Increase (n the range of 145 and 590 lonnes-purchased
HRT prices flegal) _ A Tl in average price of balwean 22p and £1.08
HRT seles revenuos A fall i he rangs ol £0.31 and £0.36 billion

@ Cantre for Economics and Business Research Lid, 2013




1

4 The macroeconomic impact of tobacco In the UK

Pefore we could understand the ‘macro’ impacts of plain packaglng, it was necessary to first
understand the macro Impact of tobacco Itself, This section presents Cebr's independent assessment
of the contribution made by tob'acm to the UK's econamies. . :

We hegm with a methodological overview, This is followed by subsections 4.2 to 4.5, in which we
focus on the economic output and jobs generated n the manufaciure of tobacco products {direct
impacts) and on what flows (through Indirect and induced Impacts) from these activities. Subsection
4.6 examines the Exchequer contributions from the sale and manufacture of tobacco products in the
UK. :

4.1 Methodological overview

The macrag impact modelling underlylng this report is based on the frameivork provided by the OMS
supply-and-use tables, the most detailed official record of how the industries of the ecanomy
interact with nther Industries, with corisumers and with International markets In producing the
natisn's. GDP and national Income. Making use of the supply-and-use framework te analyse the
cantribution of tobacco is the hest means of ensurlng consistency with the national accounting

framework.

Estuhﬁshi‘ng an explicit role for tobaece In Cebr’s madelling framework .

Cebr's hasellng economic impact models are based on 20 aggregate sectors, reflecting the 20 1-digit
Sectlons under the -Standacd Industrial Classifleatlon (5IC) system. Manufacturmg of tabacco

, products is a dlstinet 2-digit industry that forms a subset of the broad manufacturing sector {or
Sectlun} The task, thersfore, was one of extraction, munlvmg the separation of tobacco

& ten tre: fdr Economnics and Business Research Lid, 2013
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manufacturing from the broader manufacturing sector and, thus, assigning tobacco manufacturing
an explicit rale within the madelling framewark.

Having completed this asslgnment, we had the foundation for estahlishing:

¢ The economifc size _{ar direct fmpact} of tobacoo manufacturing, using standard measures of
GYAY — and, from this, the percentage contributlon to GDP — and employiment; and

s The wider aconomic impact of toboceo manufacturfpg on the UK economy, using Leontief Input-
output modelling to estimate a full set of {matrix) multipliers capturing direct, Indirect and
induced impacts on output, GYA, employment and Ineome from employment. -

We use the multipliers in assoclation with the direct Impacts data to produce estimates of the
agpregate- impacts of the Industry through Tts supply chain (indirect [mpacts} and through hotisehold
consumptlon by the employees of the tobacco industry and Its suppliers who spend their earnings In
the wider economy {Induced Impacts).

Multiplier impuacts-hased on Leantlef .fnput-autput fmmewark

The multipller effect denotes the phengmenon wherehy some Initial increass for decrease) in the
rate of spending will bring about a more than proportionate increase {or decrease] in natlonal
incoma. The Keyneslan approach barely requires a mentfan but is very much grounded In
macraeconnmic analysis, offering little capabillty to analyse impacts of entities that are smaller than
the whole eCconomy.

Input-putput analvsis due largely to the work of Wassily Leontlef,** while macroeconamic fn the
sense that it Involves analysing the economy as a whole, owes its foundations and technigues to the
microacanamic analysls of production and consumption.** According to ten Raa (2005), seme argue
that input-output analysis is at the Interface of both, deflning It as the study of Industries or sectors

of the economy.

The w»all-knnu&rn Leontief inverse matrix, which shows the inter-industry dependencies of an
economy, is the basls for producing input-output multipliers. These are some of the most imporiant
toals for measuring the total Impact en output, employment and income of an Industry.

The Leontlef nverse matrix can also be described as the output requirements matrix for final
"demand, that is, it shows the input requirements from the other sectors of the ecanamy per unit of
output produced in the Industry under examination [n response to a flnal demand stimulus, The
matrix can be used to produce two types of multiplier — ‘the Type | multiplier Incorporating direct
and Indirect (supply chaln} Impacts and the Type |l multlp[ler mcurpurating induced {emplayee
spending) impacts as well,

Y GYA ar grass valiee added s @ measure of the net value of gaods and senvices which, in the natlanal accounts, is the
valre of industea| gurput Tess Intermediste consumption. That is, the value of what |s produced f2ss the value of the
Itermedlate goods and servces used as Inputs to produce It GYA 15 also commanly knvwn as Income from productlon
and |z distdbuted In three direclions — ta employees, to sharehalders and to government, G¥A 15 Inked &5 3 measurament
o GOP — both hefng 2 measure of economic output. ‘That relatlonship is GYA +Taxes an products - Subs|dles an products =
GOP. Because taxes and substdles on Indhidual product categarles are only available st the whole economy level, GYA
tends ta be used for measuring things ke gross reglonal domeste praduct and other measures of economlc output of
- enkities that are smalier than the whale econamy, such as the tobacoo industry,

H Sea, for example, Leontlef, Wasslly W, {1986), irput-Outout Economics, 200 ed., Maw York: Oxford Uhiversiby Press.
15 §pa tan Raa, Thifs [200%], The Economles of input-Qulput Analysts, Cambridge Universily Prass.
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Natlaniaf and regional Impacts

Having completed the UK-level multiplier analysls, we produced equivalent sets of multipllers for
each of the UK nations and English Government Office regions, using a system of so- -called ‘location

_quotients'. The key issue with producing regicnal technlcal coefficients {an Impartant stage In the
praduction of multipliers) 15 that regional propensities to import tend to be higher than national
propensities. Locatlon quotients Invalve adfusting Uk-wide technical coefficlents ta take account of
differing proportions of local demands being satlsfled locally. They are interpreted as a measure of
the ability of a particular industry In a particular region to supply the dernands placed upon It by
other industries and by final demanid.

For these purposes, we applied "Cross-Industry Location Quottents’ (CILOs), which can be interpreted
In the following way:

£1L0 < T = the supplylng sector is relatively small compared to the purchasing sector at the regional
level, so seme of the required inputs need to be imported from elsewhere In the UK.

CILE = T = there is no need to adjust national coefficlents as all the needs for the input can be met
from within the region.

The result is a distinct Leontief inverse matrix for each of the nations and reglons under
consideration, frem which the regional-level multipllers ¢an be derived. These regional-level
multipllers can be estimated far output, G¥A and employment.

4.2 Contrlbution of tobhacco manufacturing to GDP

Cehr estimates that tobacco accounts for approximately 0.84 per cent of UK GDP. While the
absolute GYA contribution 6f the tobacco manufacturing industry is £1.4 billion, which is only 0.1 per
cent of agpregate UK-wide GWA ance tobacco’s indirect tax contributlons {the difference between
GvA and GODP) are taken Into account, tobacco’s contribution s significantly greater than the
isolatad exam]natinn of what the Industry contributes In GYA terms might suggest.*®

The manufar:ture of tohacco products, whilst generatlng a £1.4 hillian cuntrlbut]un to UK GOP, also
supparts firms in its supply cham as well as I Industrias in the wider economy through spending by
employees of the tobacco manufactur]ng industry and Its suppliers. Cebr has used its in-house input-
output mndels to produce estimates of these Indivect.and induced multiplier impacts of the Industry.

Eased on this we estimate that, for evary £1 of GVA genarated dlrer.th.r by the tnba:cu

manufacturing Industry, an additional £0.22 of GVA is genarated In the wider UK economy thraugh

Indlrect and induced multiplier Impacts. This G¥A (or total preduction income) rultipller of 1.52 s
- decomposed and explained further In Flgure 10 below. '

Based on this 'Ts.rpe Il madtiplier {capturlng direct, indirect and fnduced impacts), we estimate that
tobacca manufacturing generatzd an aggregate GVA contrlbution of £2.5 blillon In 2010.

16 The lrdustry's aggregate tax conkributlans are disoussed later [n this sectlon, '

B} Centra for Econnimlcs and Business Research Lid, 2013




Eigure 10: GWA multplier lor the fobacco manufacturing Industry

Tokacca manufacturing GVA multiplier = £1.82

Direct impact

£l

Expenditure on toba tea
generates the Industry’s
supply response. In

. "producing” Its products,
tha tobacco tndostry
generates ad ditlonal
valup added. Assume

sufficfent Inltal
axpenditure to enshle
the industry to generate
£1 of GVA. This E1 of GVA
is the direct GVA Impact
of the relevant increment
in tobaco expenditura

Indirect impact
£0.46

To increase [ts supply,
the tobacco Industry
miusk increase lts
demands on s
suppllers, who Increase
demands on thelr
syppllars and so ;1!1
throvpgh the supply

" chaln. This generates

the Indlrect Impact, an
Increase in GVA
throughout the supply
chaln of £0.46 for every
additlonal £1 ef tobacco
manufacturing GY¥A

Induced impact
£0.36

The ¢combined direct and
‘Indiract Impacks have an
impact on hausehold
Income throughout the
economy, thraugh
Incraased amployment,
profits etc. A praportion of
this Incowrte will ba re-spent
on final goods and servlces,
producing a supply

response by the producers

of these goodsfservices and
further Impacts through
_ thelr zupply chains ekc.
This produsss the Inducad
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Impact of £0.36 for every
additionaf £1 of GVA
generated In tobacco

manufacturing

Source: Cebr analysis

There are significant varlations In the G¥A contributions made by the tobacco manufacturing
industry to the varlous national and regional ecangmies of the UK. Errar! Mot a valid bookmark self-
referance. below illustrates the Impartance of tobacco manufacturing to each af these economies, -
ranked according to its percentage contribution to the apgregate GWA of the relevant natlon or
region,

These estimates suggest that tobacce manufacturing (s mast important to the Narthern Ireland -
economy, contributing 1.43 per cent of that nation’s aggregate GVA. This 1s significantly greater than
the 0.11 per cent contribution made by tobacco manufacturing to the UK as a whole. The Industry is
also significantly more impaortant to the East Midlands economy than ta the UK as a whole, with 3
copitribution of 0.78 per cent. of aggregate East Midlands GWA. The contrlbution of tobacco
manufacturing ta the economy of England 15 more camparable to the UK-wide contribution at 0.0
per cent, o

The largest absolute sub-UK contribution made by tobacco manufacturing Is, unsurprisingly, to
England’s ecanomy at £979 million. Otherwlse, the absolute direct GVA contributions of the Industry .
are largest In the East Midtands and Northern Ireland. No contributlon is made to the economies of
the North East of England, Yorkshire and the Humber, Wales or Scotland. But thls ig not to say that
these ecanornles do not benefit at all from tobacco manufacturing (see helow).

B} Centre for Booaom|cs and Buslness Research Lid, 2013




Table 12: The VA contributions of labaceo menufacfuring to the nallanal and regional sconemles of the UK
Direct GYA Percenlage of

UK nation f English

. contributio arca's

region nﬁ:gﬁ:;h ! gconamy

.| Morlhem Irgland . 415 1.43%
East Midlands 623 0.768%
England . 87o 0.03%
London 1689 CD07T%
Soulh Wast : 53 0.05%
Souh East 62 0.03%
Mot Wasl n 0.02%
West Midlands 15 0.02%
Easf of England , i 0.01%

.| Morlh East . { 0005
Yorkshire & The Hommber f 0.00%
Wales 0 0.00%
Seolland o 0 0.00%

Source: Cebr astimates Bosed on the facation of fobacco manufacturing fobs (fee our estintetes of tobacca mongfoctoring
Jobs by foroflon in There i also significant vafiation In the employment contributions made by the
tobacco manufacturing industry to the varlous national and reglonal economies of the UK. There are
mgnlflcant variations in the GVA contributions made by the totacco manufacturing mdustn.r to the
various natlonal and reglonal economlas of the UK. Error! Not a valid bockmark self-referance.
below illustrates the importance of tobacco manufacturing to each of these ecanamies, rankad
according to its petcentage contribution tu the aggregate GvA of the relevant nation or region.

" These estimates suggest that tubacco manufacturmg s rmast important to the Northern Ireland
econnmy, contributing 1.43 per cant of that natlon’s aggregate GVA. Thisis sighificantly greater than
the 0.11 per cent contrlbutlon made by tobacco manufacturing to the UK as a whole. The industry [
also significantly more impartant to the East Midlands economy than to the UK a5 a whole, with a
contribution of 0.78 per cent of aggregate Fast Midlands GWA. The contribution of tobacco
manufacturing to the economy of England [s more comparable to the UK-wide contilbution at 0.09

per cent.

The largest absolute sub-UK contribution made by tobacco manufacturing is, unsurprisingly, to
England’s economy at £979 million. Otherwlse, the absolute direct GVA contributions of the Industry
are largest In the East Midlands and Morthern Ireland. Mo contribution is made ta the econornies of
the North East of England, Yorkshire and the Humber, Wales or Scotland. But this is not to say that
these econiomies do not beneflt at all from tobacco manufacturing (see below).

Tabla 12 shows Cebr's estimates of the natlonal and reglonal distributlon of tobacco manutacturing
jobs In the UK. The reglonal percentage shares of the UK total are alse presented,

These estimates supgest that {apart from England as a whole} tobacco manufacturing is most
Important to the East Midlands and Narthern Ireland economles, Their shares combined account for

neatly 75 per cent of all tobacce manufacturing Jobs In the UK.

Table 14 below)

£ Centra for Econemicy and Buslness Research Ltd, 2013
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Table 13 presants the results of our input cutput modelling at the level of the UK natlons and English
regians, showing our Type Il GY¥A multiplier esiimates which can be compared with the UK GvA
multiplier of 1.82 lllustrated in Figure 10 above. The further from 100 per cent Is the percentages of
In-region” impact, the greater the ‘leakage’ to other nations and reglons of some of the impacts of
tohacco manufacturing (Figure 12) in any particular region.

Tabla 13; Reglona! G¥A mulliplier astimates ani! percenlage of ‘In-reglan’ impact
Parcenlage of

UK nation | English el GWA .

relfliun ] : T?:fulllplier I":E;in;r:"'
Tofal England 1.80 994,
Easl of England ' 1.76 : 8%
Morlh Wesl IR 7%
Saulh East 176 o7%
West Midlands - 176 g%
Sauth West 1.76 87%
Londan 1,70 94%
East Midlands - 133 3% |+
Horthern [reland - 1.30 1%

Source; Cehr emalysls

WManufacturing, agriculture and professional services ave the most prominent sectors in the tohacco
manufacturing supply chain. Where these Industries are relatively large as a share of their regional
zconomies, the demands of tobacen manufacturing can he satisfied to a greater extent within those

_tegions. The effects of an Ingrease in the Industry's activities can therefore, in such cases, also be
captured to a greater extent within the region, leading to relativaly higher regional multiplier
estimateas. .

The estimates presented In Table 13 above suggest that {apart from England as a whole, which
would naturally be expected to yield @ high national multipller) the tobacco manufacturing industry
in the East, North West, South East, West Midlands and South West af England have the largest
multiplier impacts of all the natlons and regions. This indicates that Increased tobacco
manufacturing activity In these ragions will create more |ocalised impacts compared ta pther areas
of the UK.

The East Midlands and Northern Ireland are associated with the |owest multiplier Impacts, while the -
London economy also experiences leakage of impacts, albeit at a lowar rate, The regional economy
in these cases is less able to supply the goods and services demanded as a result of increased
tobaceo manufacturing activity. This means that more of these goods and services must be sourced
from outside the region, reducing the multiplier effects reallsed within the region [tself.

However, one natioh or region’s leakage l: another’s InJection, so the Impacts of tohacco
manufacturing In nations or reglons with low multiplier estimates will splll over to other natlans and
regions. While tobacca manufacturing Is estimated not make any direct conttlbutlon ta the Scottish
and Welsh economies, these may well benefit from the Impact leakages from, for example, Northern
Ireland. That is, tobacco manufacturing in Northern Ireland source the inputs that the Northern
Irefand ecanamy cannot supply from Scetland, Wales ar fram parts of England.-

& Centré For Economics and Buskness Aesearch Lid, 2013
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4,3 The industrial output multiplier for tabacco manufacturing -

The tobacco manufacturing industry produced £2.3 billion of fndustrial output In 2010, valued at
basic prices.” The ‘Industrial’ output multiplier assoclated with tobacco manufacturing is estimated
at 1.9, This means that for every £1 of industrial cutput.of tobacco products, an addltlonal £0.9%
of output s generated in the wider economy, agaln through indirect and tnduced multipller

Impacts. This aggregate ‘Industry’ output moftipller is illustrated In deconstructed form In Figure 11
below, ' '

Flgure 11: Tobacco maﬁufanfurlng's indusztrial :ﬁulput J_'nultlp!l'lar'

Tobacco manufacturing Industrial autput multipller = £1.99

Indirect impact

Direct impact : Induced impact
£1 + £0.56 * £0.43

Expenditure on tobacto
triggers the Industry’s
supply response. n
‘praducing” ar.providing

The combined direct and
Indirect impacts havaan
Impact an houwsshold
Income khraughout tha

To Increase its supply,
the tobaceo Industry
must Increase jis
derands on its

Its sarvices, tohacon
manufacturars produce
additlonal gutput.
Assurme that tha Initial E1
expanditure prodices £1
of add|tfonal output by
tobacco manufacturars,
This £1 of output is the
direck qutput lmpact of
tha F1 Increment In’

suppliers, wha [ncreaso
demands on their
supplers and a on
through the supply
chain, This generatas
the Indirect impact, an
Increasz In output
throughout the supply

* chain af £0.56 for every

additicnal £1 of iobacen

econamy, through ™
Inereased employment,
profits ate, A proportion of

_ this income will be re-spent
- o final goods and services,

praducing a supply
vesponsa by the producers
af these peoadsfservices and
further inpacts through
thelr supply chains etc.

enpenditure on tobacco CLtpuE This produces the nducad

Aroducts ' {mpact of £0.43 of output

T . . for every additfonal £1 of
tobacoo cutput

Sovrce: Cebr onalysls

4.4. Contribution of tobacco manufacturing to employment

Our estimates suggést that mbau‘n manufacturing accounts for 0.01 per cent of total UK
employment. This equates with an estimated 3,358 full-time equivalent {FTE) jobs.

However, a5 with GVA, the employment impact of tobacco manufacturing is not confined to this
direct |chs contibution. We used the same input-output modelling to produce an employment
multiplier for the industry, finding that, for every 1 €TE jok supported by tabacco manufacturlng, an

additional 3,58 FTE jobs are supported In the wider econemy through Indirect and induced
multiplier impacts. ' '

17 Basic prices exelude taxes and subsidies on products. As such they reflect the amaunt received by the producer for a unit
of goods or services and are the praferred method ofvalolng autput within the suppiy-and-use framewaonk,

8 Centre far Economics and Business Research Ltd, 2013
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This produces an estimated total FTE employment impact of tobacca manufacturing of 15,391 FTE

This ermplayment multiplier of 4,58 is [llustrated and explalned further in Figure 12 Helaw.

Figure 12; Tobacco manufacturtng’s employment muftlplter

Tohacco manufactuying employment multiplier = 4,58

Direct impact

1FTE

Expend|ture on tobacco

riggers the industry's
supply responsa, In
"aradocing’ |15 products,
. thatohacco industiy hires
add|tianal staff. Assuma
sufflclent expeandlture on
tobacco ko generate 1
" additional FTE job. This 1
FTE Jab |5 the diract
emplayment impact of the
ralevant increment [n
enperdlture on tobaceo

Source: Cebr analysis

Indirect impact
1.98 FTE

To [ncrease its sopply,
the tohacoo industry
must [ncrease |is
daemands on itz
suppliers, whio Increase
demands on thelr
suppllers and soon
down the supphy chaln,
This generates the
Indiract Impack, an
[heraase in employment
throughout the supply
chaln of 1.98 FTEs for
every addifional FTE [n
tobacco manufacturing

Induced impact
1.60 FTE .

The combined dlrect and
indlrect Impacts hava an
Impact an househald
inéome throughout tha
economy, through Incraased
employment, profits etc. A
proportion of this Incame
will be re-spent on Tnal
gouds and services,
produclng a supply respanse
by the producers of thesa
goodsfservices and further
Impacts through thelr
supply chains ete, This
produices the Indoced
Impact of 1,60 FTEs for
 ewvery additional FTE in
- tobacco manofacturing

Cehr's estimafes, as can he seen from above, suggest a very strong employment multiplier for

-tobacco manufacturlng. This reflects the Felatively high labour productivity of the industry as well as

the relatively high labour Intensitles of the industrles from which tobacco manufacturers source-
their intermeadlate inputs. .

Specifically, the relatively high labour productivity of tobacco manufacturing means that Increasing
employment by 1 FTE in this Industry is likely to produce much greater increases [n output than
could be achieved by increasing employment by 1 FTE in other sectors of the economy.
Consequently, an ex[ﬁranslun of output by tobacco manufacturing requires suppliers to hire more
workers per unlt of additional fnput supplied than tobacco needs to hire per unlt of additional
output produced. )

Thers is also significant” variation in the employment cantifbutions made by the tohacco .
manufacturing Industry to the various natlonal and regional economles of the UK. There are
slgniflcant variations in the G4 contribuiions made by the tobacco manufacturlng industry to the
various natlonal and reglonal economles of the UK. Error! Not a valld heokmark self-reference.
below Illustrates the importance of tobaceo manufacturlng to each of these economies, ranked
according to its percentage cantribution to the aggregate GVA of the relevant natlon or region.

B Conitres for Economlcs and Buslness Resaarch Ld, 2013
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These estlmates suggest that tobacee manufacturing |5 most Important to the Morthern Ireland
economy, contributing 1.43 per cent of that nation’s aggregate GVA, This Is significantly greater than
the 0.11 per cent contrlbution made by tobacco manufacturing to the UK as a whale. The industry is
also significantly more important ta the East Midlands economy than to the UK as 2 whole, with a
contributlon of 0.78 per cent of aggregate East Midlands GVWA. The contribution of tobacce
manufacturing to the econatny of England is more camparable to the UK-wide contributlon at 0.09
per cent, '

The largest absolute SubiUK contribution made by tobacco manufacturing is, unsurprisingly, to
" England's economy at £979 millian. Otherwise, the absolute direct GYA contributions of the industry
are largest in the East Midlahds ahd Northern Ireland. No contribution 1s made to the economies of
the North East of England, Yorkshire and the Humber, Wales or Scotland. But this Is not to say that
these ecanomies do not benef(t at all from tobacco manufacturing (see helow).

Table 12 shows CebF's estimates of the natlonal and regional distribution of tobacco manufacturing
jobs in the UK.2* The reglonal percentage shares of the UK total are also presented.”

These ‘estimates. suggest that {apart from England as-a whole} tobacco manufacturing 13 most
Important to the Edst Midlands and Northern Ireland economies. Thelr shares combined account for
nearl':,.r 75 per 'c'ent_nf all tobacco manufactur|ng Jobs in the UK.

Tabla 14: The employmant confributions of tuhacm mannfaciering to the naticnal and reglnnal economiss of the
UK .

Regional share

UK nation f English Direct johs of UK lohacco
} region caplribution manufacturing
empleyment
England ‘2,357 C %
East Midlands 1,500 44.7%
‘Merbem Wreland - Cooeme | 2BA%
Londan _ 454 13.8%
South Eat 148 - A45%
Soulh \Wast ' 128 ©3E%
Mok Wasl 73 2.2%
Wesl Midhands ' W 1.1%
| East of England . 14 0.4%
Norlh Eaal o 0.0%
Yorkshire & The Humber 0 0%
Wales . ' 0 0%
| $colland ' 0 0.0%

Source: ThiA webstte, Anruol Reports ahd Accouats af TAIA membees snd Chilln Marris, Cehr anolysls

W The G¥A in a reglan {or Indeed a natian) s therwlsa known as Gross Regional Domestlc Product,

) Cantre for Eronomics and Businass Research Lid, 2013
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Error! Not a valid hookmark self-referance. displays the results of our lnput output modelling at the
level of the UK natlons and English regions, showing our Type 1l employment multipliar estimates
which can be compared with the UK employment multiplier of 4.58 ilustrated in Flgure 12 above.
The further fram 100 per cent is the percantage of ‘in-regior’ [mpact, the greater the ‘leakage’ to
other nations and repions of some of the full impacts of tohacce manufacturing activitles in any
particular reglon.

Table 15: Nallonal and reglonzl Type Il mulllpllsrs for iobacce manufacturing and percentage of In-faglnn (mpact

UK natlon / English aer.!:;I:ILnI F'u“r:;g‘l:i:{::nf
regron 11ulllplmr ragian
Tolal England 4.52 9%
Easl of England 4.7 TH%
Nl Wesl 4.35 7%
Soulh West 4.3% ) 7%
South West 4.34 9%
Yesl Midlands 4.34 9%
'| Landon 4.02 o4,
Easl Midlands - - 24 7%
Morthern Ireland _ 2.08 7%

Source: Cebr analysis

" Northern Ireland and the East Midlands are associated with the lowest employment multipfler
impacts. The regional economy In these cases {s less able to supply the goods and services
demanded as a result of Increased tohacco manufacturing activity. This means that more of these
goods and services must be sourced from sutside the region which, in turn, means that some of the
[obs that are indlrectly supported by tobacce manufacturlng are supported outside.the reglon In
which the tobacco is manufactured. To continue with the previous example, [t may well be that
tobacco manufacturing in Northern Ireland and the East Midlands Indirectly supports Jabs in

- adjacent nations and regions, including those In which there-is no tobacca manufacturing,

Tobacco manufacturing in the remalning English reglons are associated with high multiplier
estimates ralative to those for Narthern Ireland and the East Midlands, reflecting not only the size of
the economies involved but the lack of signlflcant scale in tobacco manufacturing In those remalning
reglons,

‘4.5 Impact on income from employment of tobacco manufacturing

Based on official earnings data taken from the Annuat Survey of Hours and Earnings [ASHE), the
tobacco Industry |s estimated to incur a median cost per FTE employee of £43,302 in 2010 (£45,827
in 2012). This compares to the medlan across the UK as a whole of £25,879 In 2010 (E26,462 in
2012). On this measure, tobacco manufaeturlng makes a significant positive mntrlhutmn to average
household incomas in the UK,

Based on our Input-output moadelling we estimate that, for every £1 of Income from employment
{HE} generated In the tobacco manufacturing industry, an additional £1.28 of IfE is generated in -
the wlder ecanomy thiough Indlrect end inducad multiplier impacts.

& Centre far Economics and Business Reséarch Lid, 2013
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In other wurﬂs, for every medfan gross salary of £43,302 pald to tobacco manufacturing amployees
in 2010, a further £55,585 of gross salary was earned elsewhere in the ecanamy. This incame from
employment multiplier of 2.28 is illustrated in deconstructed form in Figure 13 below.

Figure 13: Tobacso mannfaciuring heusshold incomes mullipliar

Tobacco manufacturing household incomes multiplier = 2.28

Direct impaci Indirect impact Induced impact
£1IfE > £1,08 ifE ¥ £0,20 IfE
Expenditure on tohacca To Increase Its suipply, Tha comblned direct and
trlggars the Industiy's the [rdustoy must indirect mpacts ava an
. supply response. In Incraase iz demandz an Impact on household
‘produclng’ (ks products, © e suppliers, who Income thraughout the
the Industry pays its staff. Increasa damands on ecanamy, thraugh Mcreased
Assume sufflclent thelr suppllers and s an employment, proflts ete, A
expendltura tobaceo to dowiy the supply chaln, praporilon of this edina
generate E1 of additlonal . This ganerates the will ba re-spent on final
Incare from employment. Indirect [mpact, an goods and serylces,
This €1 of additlenal Increase In Incama from produclng a supply respOnse
income from employment © amploymant throughout ‘ byt the praducers of these
I5 the direct neeme Impact the supply chaln of £1.08 goods/services and further
of the relevant increment of IFE for every Impacts thraugh their
In expendlture an tobaceo additional £1 of IFE pald supply chains etc, This
products. by the tohacco proaduces the Induced

manufacturing induskry Impact of £0.20 af IFE for
: every add[Hanal £1 of [FE
pald by tobacco
manufackirers

Source: Cebr an alysis
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4.6 Excheguer contributions

Cebr’s estimates suggest that tobacco contributed £11 bllllon to the UK Exchagquer In 2010. This is a
signlficant 2.5 per cant share of HMRC's aggregate tax take in that year. This aggregate contrlbution
is hraoken.down in Table 16 below.

Table 16: Contributions of fobacco fo the U.I{_Exc honguar, 2010 o3t males!?

Tox categary Tax lype Tax pald (Em)

Indlrgel aves Culles and VAT 10,879

' Tﬁxes on produclion | Businass rates f Employer's MI.G&; 2
Tawes on incoma Employea incoma tax S NICs 46

' Corporalon kax . 74

TOTAL TAX PAID : ' 11,001

Soupee; ONS, HMRE, Cebr grolysis

The bulk of this contribution comes through indirect takes on tobacco products, with an apgregate
tobacco duty and VAT contribution of £10.9 billlen. Taxes on production, which include business
rates and employer's national insurance contributions [NICs) pald by tha tobacm manufacturing

Industry are small at £2 millon.

After Indlrect taxes, taxes on Income from tobacco manufacturing provide the next largest share of
tobacco’s total tax contribution, including £24 million in corporation tax In 2010 and £46 millten In

employea NMICs and income taxes.

% The amounts in this table for taxes an income and production do not Include the revenwes that fow through husinesses

In the retall sector engaged In the sale of tobaceo. Thelr estlmatlon was beyond the scape of the study anid would, ance

leplated for tobacca, he néglig]hle refatlye ta the cantdioutisng made by tabaceo manufacturing. However, the retail sectar
- 15 analysed In terms af tebacco and plain packaging in section & of this report,

) Cantre for Ecanoimics and Business Research LEd, 2013
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5 The impact of plain packagiﬁg oh these macroeconomic contributions

‘We have vused the predicted drops In the value of sales of legal tobacco as our starting palnt in
estimating the likely impacts of plain packaging on tobacco’s contrlbution to the UK econamy. The
estimates presented in section 3 suggest a fall in legal tobacca sales revenues of betweaen £0.9 and
£1.6 billion depending on the scenario being examined.

what this means for the UK In economic terms ¢an be .estimated osing aur understanding of the
contribution made by tobacco to the UK economy, of which we presented our estimates In the last
sectlan. This section does Just that.

5.1 Assumptions

The introduction of plaln packaging is expected to result In brand dilution and greater price

competition amangst tobacco producers. Reduced product differentiation can be expectad to result

in reduced brand loyalty and the need to compete more fiercely on price to keep customers loyal

and maintain market share. The price of tobacco will be driven downwards, which could, if the law
_of demand holds, have the unintended effect of increasing.overall tobacéo purchases,™

Not all of the economic contributlans outlined in the previous section will necessarily be affected nor
indeed by the same amount, Where the negatlve economic effects of the projected loss in revenues
from legal clgarette and hand-rolled tobacco (HAT) sales are felt depends on the actions of market
participants. Depending on the scenaric belng examlned, Cebr's projectiohs of the economic impact

"

0 *pla[n Packaging and lts Unintended Consequences,” Montreal Ecanomtcs (August 2011}

& Centre Far Ecanomics and Buslness Research Lid, 2013
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of plain packaging start with a £0.2 to £1.6 billion [oss in sales revenues, as presented in section 3
" ahove. . .

‘But because legal cigaratte purchases {which account far most of the tobacco market) are predicted
to Increase, the volume of intermediate Inputs required to suppart expanded praduction would have
to increase. We assumed, therefore, that tobaceo manufacturers, by taking advantage of greater
econotles of scale In the supply chain, Increase their expend|ture on intermediate Inputs by 2.5 per
¢ent in response to a 10 per cent increase in output, This was, in the ahsence af hard data, assumed

for illustrative purposes.

5.2 . Reduced contribution to GDP

Cebr's estirates suggest that the percentage contrlhution of tobacco to GDP will fall from 0.84 per
cent of UK GDP to hetween (.78 and 0.81 per cent following the Infroduction of plaln packaging.
This iz a function of the net lass of duties and VAT on tobaceo {due to falllng tobacco-prices and the
prominence of the ad valorem element of tobacco duty) as well as falling sales revenues and the
squeeze on gross marging (due. to increaskg demands on suppllers). resulting in tobacco
manufacturing adding less value {in monetary terms) to the scanamy. |

sperifically, the absolute GVA contribution of the tobacco manufacturing industry s axpected to
fall by between £290 and £502 mlllion from the 2010 contributlon of £1.4 billlon. This wauld
amoutit ta & 21 to 36 per cant fall In the value added by tobacco manufacturing. Such reductions are
likely to have implicatibns far fobs, employes incomes and on the worklng practices of emplayees
' themselves, pl:anrtit;ularh,,ur in the medhum to long term.

Flain packaging would also have the effect of reducing the industry's indlrect and mduced multiplier
impacts, The revised multiplier Impacts from Cebr's put-output modelling suggest a drop in the
industry's aggregate GYA contribution. from E2.5 hillion to hetween £1.86 and £2.14 hllllnn (a
reductlon of between £394 and £674 million).

This Is despite an increase in the GVA multiplier from 1.82 (see Figure 10 above) to between 1.54
and 2.08 under the minfmum and maximum sales revenue impact scenarios. These revised
multipllers reflect the greater Input requirements {In £ terms} per £1 of output of tobacco
manufacturing followlrig plain packaging.™ . .

‘Errar] Not a valid bookmiark self-reference. below presents Cebr's estimates of the national and
reglonal hreakdown of the direct GWA losses from tobacco manufacturing as a result of plain -
packaging. While the largest absolute losses can be expected in the East Midlands [£130 millian ta
£224 milllon), Northern ireland is the blggest loser in relative terms, where reductions of anything up
to 0.5 per cent in the total size of this natlon’s economy can be expected. The East Midlands
econgmy can be expected to shrink by anything up to a quarter of a percentage polnt, Qutslide of
these two regions, the losses to national and reglonal economies are negliglble In ralative terms,
nowhere exceedlng 0:1 per cent.

3 The Increases in the inglvldual nput requirements per wnlt of output [otherwise known as ‘technical coefFelents’)
reflect, in adthinetlc terms, {ij the fall In the value of tobacca Industry output {caused by the fall In price of tohacco
" following plain packaging]; (i) the increase in output In volume terms {causad by Increased consumpilan) and the fact that
more Intermediate inputs are required to produce these higher volumes of output. The first reduces the size of the
denamlnator In each technical coefficient. The second Increases the slze of the numerator. '

© Centre for Econoerlcs and Business Ressarch Lk, 2003
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Table 17: Aheolute losses of GVA nnntnhutluns of (chaceo manufacturing as & result of pla!n pacha_glng and
percentage reductions In {he size of nallonal and reglonz] ecanomles :

UK nation ! English

Change in direct GYA canlribution

Percantage reduction In size of
national and reglonal ecanamies

region {Em} as a resull of direcl GYA losses
Minirmum Malum Minlimum Maximum

| Morthem Ireland - BB -143 0.296% -0.51 2%
Easl Midlands C 130 -224 -0.162% -0.260%
England ~203 -352 -0.018% «0.032%
Londan 29 - 0.014% 0.024%
Soufh Wasl 13 -18 L.011% C0.019%
Soulh Easl -1 -2 -0.007% 0.012%
Mordh Wast -fi -11 -0.005% 0.09%
Wiast Midlands -3 -h -0.003% 0.06%
East of England -1 - 0.0 % 0.002%

Sanrge; Cebr onolys!s

Table 20 bullds In the adjusied muitipller impacts to produce aggregate losses of natlonal and
reglonal G¥A dug to plaln packaging. The East Midlands economy can be expected to be the worst
affected in absolute terms, with a reductlon In regional GVA of between £175 million and £303
mllllon. The MNorthern Ireland economy would, however, stlil see the greatest percentage reduction
in its overall size, falling by anywhere between 0.4 and 0.7 per cent. The losses to the other regional
economies and to England as a whole are agaln nowhere greater than 0.1 per cent and are,

consequently negligible in relative terms ™

Table 18: Aggregate losses of raglonal GVA 2e a result ﬁf plato packaglng ncluding ad]usted mulipller Impac(s

Percenlage redoction in size of
natianal and regional economias

(:han{.'{e In agaregate GWA impact

UK natian / English {inc!. adJusted multiplfer elacts)

a5 arasult of direct and ad|usted

realon (Em) multipllar GYA losses
Minimwm Maxlmum Minlmum - Maximum

Horben Ireland T 118 =202 -0.287% -0.692%
East Midlands 175 -303 0.218% -0.380%
England 275 470 ~0.025% -0.043%
London 52 | B -0.015% -0.032%
Soulh Wast -15 -28 £.015% -0.025%
Soulh East -7 -24 -0.005% -0.018%
Marth Wasl B SEAE 0.067% 0.012%
Wesl Mid|ands -4 -1 -0,004% SERLT RS
Eaal of England -2 -3 C 000 % 0%

Sovrce: Cehr on alj,r.ffs

¥ we note, however, that because this tahle does not take account of losses Yo nations and reglons that are the
beneficlaries of inpact leakages fram other reglons, the estimated lesses can be considered underestimates, except in the
. cages of the East Midiands and Nerthérn Ireland economies — the most signlflcant sources of leakage, Cafculating these

" additlonal fosses s nat passible in the ahsence of hard data but, 1F It was, losses ta the natfons and regions not featured In
this tabie could alsa he expected [namely, the North East of Englénd, Wales end Scotland). '

£ Cantre for Economics and Business Aesearch Lid, 2013
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Behind these nurbers sit Cebr's estimates of the adjusted multipller- Impacts of tobacco
manufacturing as a result of plain packaglng. These are smaller than In the base case for the East
Midlands and Northern Irlsh economles. Despite increases In the volumes of tobacco manufactured,
the ability of the rest of these economiss to supply the intermed|ate goods and services demanded
as a result of increased tabacco manufacturing acthvlty remains unchanged In ahsnlute terms and

actuzally falls in relative terms.

5.3 Lossof Jobs

Dur'mudel predicts the loss of between ong and two thousand full-time equlvalent {FTE) Jobs In
tobacca rnanufacturing as a rasult of lower tobacco 5ales revenues.

The Industiry's aggregate emplwment contribution onee indirect end Induced multiplier Impacks are
Included is projected to also fall from 15,391 FTE jobs to between 11,545 and 13,315 Jobs, This is an
aggregate loss of hetween 2,250 and 3,850 |abs, despite substantial Increases in the employment -
multipller from 4.58 (as illustiated In Figure 12 above) to between 6.02 in the minimum scenario and

g 91 in the maxlmum scenatio,

Therefore, the need for tabacco manufacturers to' expand output and increase demands on thefr
suppllers, thus enhancing the indirect mpact of the industry following plain patkaging Is outweighed
by the loss of induced employee spending Impacts due to job losses and reductions in revenue fram

tabacco sales.

Tahie 19 shows Cehr’s estimatas of direct Job losses in tobacco manufaeturmg in the nations and
regions of the UK as a result of plain packaging. The largest absolute losses can he expeeted in the
East Midlands {betiveen 525 and 921 |ohs). Northern Ireland wlll, however, also be the blggest loser
in relative terms with the loss of hetween 0.07 and 0.12 per cent of all Jobs. The absolute Iosses in
the East Midlands amount to percentage reduction of hetween 0.04 and 0.07 per cent.

Tahle 18: Absolufs loezss of direcl Jobs In naflonal and reglong] tobecce manulacturing as 2 result of plaie
‘packaginp : : .
' UK nation / English

Change in direct jobs contrilrulion

regiomn
: ] Minlmum Maximum
Tolal England ' 24 -, 447
| East Midlands 524 C M
Marthern [refand : -350 614
Lonedon ' 159 | L
South Easl - -52 -9
South West : -45 79
Morth West : -28 . 45
West Midlands B -22
Easlof England ' -5 -4

. Sauree: Cebr onotysis

Table 20 huilds in Cebr’'s al:ljust.ed multiplier impacts to produce aggregate job losses In the nations:
and regions due to plaln packaging. The East Midlands economy can agafn be expected to be the

. & Centre for Econamics and Busingss Aesearch Lid, 2013
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worst affected in absolute terms, with & reductlon in the number of Jobs of between 1,002 and
1,763, a percentage reductian of between 0.07 and 0.13 per cent. The Northern Ireland economy would
still fare worse in relative terms however, with aggregate falls in FTE employment of between 0.12 and .22
per cent. The losses to the other reglonal economies and to England a5 a whole can be expected fo be

negligible. 23

Table 20: Aggregate naflonal and regional job losses as a result nf plain packagmg Inetuding adjusted multlplier
lmpacts

Eh:-mga in agejreqate Jabs impast
{inch, adjusted multipller elfects)

UK nallen { English
realan

Minlmum Maxlmum
Tolal England 1,670 2,678
East Midlands 1,002 |- 1,783
'| orther Ireland 661 -1,186
London -240 495
South Easgt -6 -164
South West 83 -142
Morh West . 47 ~ -
“Wesl Midlands -4 . -0
East of England 8 =16

Sourcer Cebr onglysls

‘5.4 Impact on the Exchequer

The ageregate tax loss as a result of plain’ packaglng ls estimated to range hetween £219 and £348
milllar. The maximum losses arise from the scenario reflecting the smallest expected reduction in
revenues from legal tobaccao sales, This is due to the structure of tobacce duties,

Tobacco duiies on cigarettes havi two elements: {i} an ad valorem element levied at 24 per cent of
the retail price;* and {li) a fixed element of £112.03 per thousand cigarettes VAT 5 also levied at
20 per cent of the retall price Including tobacco duties. The expected fall In price of cigarettes as a
result of plain packaging would cause revenues under () to fall but the Increase In purchases will
result in increased Exchequer takings from {ii). Duties on HAT are levied at a fiked rate per kilogram,
so the expected fall tn the volume of legally sald HRT following plaln packaging would also depress
tax takings.

The scenario reflecting the largest expected reductions in tax revenues from legal tobacco sales
predicts smaller price reductions and, hance, smaller Increases in legdl tobacco valumes, The gains
through the fixed glement are, therefore, outweighed by the loss through the ad valorem elament.
In the other scenario, the price reductlons are larger but the volume increases are greater, resulting
in lesser losses of product takes to the Exchequer under this scenaric.

¥ poke agaln though that this table does not take account of lasses to natflons and regions that are the beneflcarles of
Impact leakages frarn other reglons, The estimated losses can be consldered underestimates for that reasoh, except In tha
case af the East Midlands and Morthern lreland — again the largest sources of leakags. .

M This is the 2013 level, The level in 2013 ts 16.5 per cent. See sectlon 1.3 above,
23 jpaln, this was the 2010 level, which has now heen increased to E167.41, See sectlon 1.3 above,

Er Centre far Ecanomlcs and Business Research Lid, 2013
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Corporation tax ;nntrihutinns are also llkely to be affected. The results in Table 12 reflect 2
hypothetical scemario in which tobacco manufacturers swallow a small proportion of the price
reductions In the form of reduced net profits, which In turn reduces corporation tax contributions.

At least £16 to £28 milllon can be expected to be Jast In Income taxes and employees’ MICs.

Table 21: Gontrbullons of lobacco manulacluring 1o the UK Exchequer, hypothetical shorl lerm post-PP, 2010,
esfimafes : '

Minimum scanario  Maxlinum scenario
Tay revenue joss Tax revanua loss

Tax fype

Tax calegory

{Em) (Em)
indirack laxes Dhilins and VAT ' : 323 175
Taoes on produclion ‘Business rates / Employsr's NICs 0| ) ]
Taxes on incoms Employes [ngome lax { NICs 16 ' 28
: Corporalkn fax . - ) =18
TOTAL TAX LOST ' 348 ' =219

Saurce: ONS, HMAC, Cebr analysls

These losses can he equated with:*
-#  The annual gross salaries of 5,656 to 8,987 police officers; or

»  The annual gross salaries of 6,147 to 9,763 teaching professionals.

26 Ralary data |5 based on medlan antual earnings for each professlon saurced from ASHE 2019,

& Centre for Econormics and Business Aegsearch Lid, 2013
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6 The impact of plain packaging on the retail sector

We analyse how tabacco contributes indirectly to the economy through the retall sector and how
plain packaging can be expected to affect that indirect contrlbution. Fallawing this, we narrow our
focus to the deleterlaus effects of plain packaging on small Independent retallers {3IRs), which can
he expected to be particularly hard hit.due to the likelihood of customers switching fram smaller to
larger stores In antlc]patmn of longer tobacoo transactlon times and Iunger queLes in convemence
stores.

6.1 Impact of plain packaglng on tobacca’s indirect contribution to the UK
~economy through the retail sector

'Usmg national accounting data, we estimate that tobacco sales account for al::uut £850 million in .
-earnings far the entire retail sector** '

37 What we 'mean by the “entlra rakall sector’ is the 2-digit industry 47: Retall trade services, except of mator vehleles and
motoreyelss under the SIC dassification systam. This astimate [s based on an Indieathse average Petail margin on the sale
prlee of tobaceo for purchaser's price in national accounting terms) of 5 per cent, The reality is more complex of course,
with different margins for dIfferent types of brands in the premium, mid-priced and economiy categorfes, as well as on
differsnt types of tobaoco products. This 5 par cent assumption is a Cebr construct used for lustrative purposes n the
absence of amy real data on retaller mangins.

€ Centra for Econ ormics and Autiness Research Lid, 2012
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The retail sector’s G¥A-to-output ratio is 58 per cent, and assuming this ratlo applies to the gross
earnings of retallers fram the sale of tobacen, then tobacco’s Indlrect contrlbution to GOP through

the retail sector would amount to ahout £492 mlllion.

The retail activity supported through the sale of tobaces comes with its own set of multiplier
irnpacts. Cebr's Input-output models suggest @ combined indirect and Induced G¥A multipller of 222
for the retail sector. That s, Tor every £1 of GVA generated hy the sector, anothar £1.22 [s supported
in the wider economy thraugh supply chaln [indirect) and employee spending (induced} Impacts.
Glven the multi-product setting In which most tobacco s sold means that tobacca, as much as any
other pmd'uct Inthe mix, can claim to contribute to these direct and multipller impacts of the retz_ull

sector.

Our model predicts retailer earnings could be expected to fall by between £109 and £184 million
from their basellne |eve| of £850 million. This wauld translate into a reductlon in tehacco’s indlrest
cantribution to GDP through the retall sector of betwaen £60 and £110 million.*

These estimates are based on pro rata reductions in the share of the price received by retailers as
tobacco prices fall following the introduction of plaln packaging. In other woids, the percentage
margln 15 assumed to remain unchanged, with the estimatad loss of earmngs to retallers being
-drwen by lowear prices for tabaceo, despite h|ghﬂr demand.

6.2 Focus on the impact on small independent retallers

There is an expectation that retall customers may shift away from SIRs in antlcipation of longer
tobaten transaction times and hence longer queues as a result of the introduction of plaln
packaging. An- Australlan study has examined the proportlon of customers who were either -
“comewhat likely” ar “very likely® to switch away from using small retailers if mandatory plain
packaging was introduced.® )

To examine this issue, we defined 5IRs as those with a sales area of less than 3,000 square feet and
" that fall Into one of two groups — “Non-afflllated Convenience Retallers” and “Independent
Farecourt Corvenience Retailers”.?! These two groups conttibuted 5.2 per cent of the total value of
sales of the entlre LK gracery retail industry in 2011.* But these groups {which we have defined as
SIRs) made up 27 per cent of the stores in the industry In the same year. 5IRs' prasence, In other
words, is stronger than their contribution to aggrepate grocery retail turnover might suggest.

-

# Based on the fact that national accounting data suggest o total of €3 killion 2ifcated t6 "distributors” brading margins’ on
tohacco, the corallary |5 that sbout £2.15 Blllon of transport costs are borne in the disirbutlon of tobacco from
manufacturers to retailers [via wholesalers where relevant], .

¥ Clearly, a similar analysis can be applled to the industries that supply the loglstleal services required ta distribute
manufactured tabacda to the retall market, There may also be slements of the wholesale sector that would be affected.
However, this anabysls was beyond the scope of the current stady.

M pglolthe [lune 2011); "Plain packaging and channe] shift”,

31 “Me-affil lated convenlence retailers’ Is a term used by the Mnstitute of Gracery Distabution which excludes comvenfence
multlples foorvenlence speclallsts and supermarket based chalns e.p. Tesco Expréss and Salnsbury’s Local), co-operatives
le.g. The Co-operative Graup) and syrabol groups [e.g. SPAR, Londls, Premfer). ‘Independent forecaurt canvenlence
retallers’ are the deater owned small cotwenlence stares found at petral 5l’at]ﬂns_.

32|50, Catallst, Cebr esthmakes,

© Centra fur Economlcs and Business Research Lid, 2013
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Using these data, we estimated that the SIRs group accounted for about 10 per cent of total tobacco
sales of the entire retail sector.’ Using this percentage with the results of our analysis in 6.1 above

suggests that plaln packaging could resultin:

= A oss of pross earnings by the 51Rs of between £12 and £20 raillion from a basellne estimate of
Fo2 mllllnn gross earnings from tuba-:m,

. A loss of between £7 and £12 milllon In GVA terms.

The ACS has produced data on the 2012 employment prafiles of convenlence stores, of which the
SiRs, a5 defined for the purpases of this report, are a subset.™ Based on these data, we estimate that
182,301 people In Great Britain are currently employed by SIRs* Given the current state of the
retail sector and the fact that sa many convenience stores are on the cusp of financial diffleulties, we
estinfate that the loss of tobacco earnings dascribed above could result In some Insolvencias and
the loss of hetween 2,000 and 3,500 full-tima equivalent (FTE) Jobs in convanience retal|.

The national and regional breakdown of these anticipated losses is presented in Table 22 helow, The
South East, Londan and the North West are experted fo experience the greatest absolute job losses
a< a result of SIRs’ lost tobacco sales, while England as whole can he expected to account for 81 per -
cent of these [ob lasses. {The totals in this takle are greater than the estimates for Great Britain
above due to the inclusion of the Impact In Northern Ireland )

Tablo 2Z; Lose of Johs In 3\Rs as a result of lost tohacco sales [ollawiag the Introduclion of ﬁ_lsﬂn packaulnu_

Lozs of jobs in S1Rs asa

Uk nalion { English reglen result of lost tohacea sales

] Minlmum MaImiuim

*| Nerdh East 57 153
Norlh West -220 -386
Yorkshire and the Humhar -167 -293
East Midlands -151 -265
Wesl Midiands . 190 -333
Easl of England 122 213
London 246 -430
South East ) -248 52
Soolh Waest ' 182 318

| Total England 1,864 2812
Wales - AA | 2
Seolland . . . 215 N T
Morthern |reland 50 -3
TOTAL 2050 | - -1588

Source: ACY Loco! Shops Repart, Eébr anafysis

¥ This Is based on Cehr’s estimate (based, In turn, on 15D data} that 19.9 per cent of the total value of safes made by the
types of convenlence stores that fall within aur deflnitton of S1As are of tohacco, the ahsolute value of which was expressed
a5 & propartion of tobaceo sales across the entire retail sector {see sectlon 2 above).

3 Tha ACS data on the 2012 empleyment profiles of convenlence 2iores was found 10 the ACS Local Shops feport 2012,

35 This Is based on an estinake of 23,474 Slfs (ouf of 49,840 convenience stores In total] and am average of 7.5 people
erployed per convenlence store. This [atter average Is baged on the ACS Loco! Shops Report ectlmate that 372,465 people
were'employed [n these 49,840 convenlence stores.

& Cantre f2r Ecanomcs and Business Research Lid, 2013
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But these estimates only include the expeactatlans of the effects of plain packaging through lost
tobacco sales, Building in assumptions about the expected tendency to switch from SIRs following-
the introduction of platn packaging and the fact SIRs could suffer losses of revenues from both
tobaceo and non-tobacco customers, thess estimates increase substantially to:%

#  Aloss of gross earnings by the 5IRs of over £300 million from a haseline estimate of £1.6 killlon
gross earnings from tabacco and non-tobacco sales;

s A loss of £175 milllon In GVA terms from a basallne estimate of EEZ'E million GYA generated
through 5" tobacco and non-tobacco sales,

This would lead to greater numbers of Insolvencies and up to 30,000 FTE employees losing thelr
Jobs In convenience retailing. With so many local communities dependent on SIRs, such effects
would have negative Implications in terms of the wider social impact of S[Rs, Plain packaging would
also Increase the likelihood of business failures at a time and In ¢rcumstances in which retafl space
_accupancy rates an the High Street are already noticeably depressad.

The national and reglonal breakdown of the estimated job losses in 5IRs as a result of lost tobacco
and non-tobacco sales is presented In Table 23 below. This shows a very similar pattern to that
presented in Table 22 above, except the magnitudes are much greater. Specifically, the South East,
Lenden and the North West are expected to experience the greatest Job losses, while England would

suffer the lion’'s share,

Tal:-lv_a 23 Loss of joba In SIRs as a result uf. lost tobacto salés following the introduction of plaln pachaging
Lossof johsin SIRs as a

LK natian f English reglon result of lost tohaceo anil
nan-lehaceo sales
Mialum
Marth East ' . -1, 307
Marth West 3,305
Yorkshire and e Humbar -2.508
East Midlands ' _ 2,271
Wesl Midlands ' -2 854
Easl af England -1 B3a
London : -1.603
Soulh East 4,468
Senlh West ' : - 2T
Tutal England 24,956
Wales _ -1812.
Scotland ) 1 =323
Worlhern Ireland - -5
TOTAL : : 30,753

Sowrce: Cebr analysis

3 These estlmates do not accaunt for reductions in non-tobacco zales to tobacco customers that switch away from SIRS,
The astimates presented can, therefore, be consldered enderestimates,

@ Cenbre far Ecanontlcs and Business Research Led, 2013
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Finally, we would note that the more remote I5 a SIR, the less likely it is to suffer these negative
impacts of plain packaging. This is because their customers will have fewer aptions to switch to
larger stores tn antlclpation of longer tobacco transaction times and gueues in 5Rs. The loss of SIBs
and the loss of jobs they provide are, therefore, more likely to be concentrated In urban and
suburhan areas, where optlons to switch to larger stores will be more readlly available.

@ Centra for Econorilcs apd Business Reseanch Lid, 2013
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Cansultation on the Introduction of I_‘agulatlnns far standardlsed packaging of
“tobacco products,

. Response from Brlstol Health and WellbeIng Board

Consultatlon Questlon 1: Do you have any ohservatlons ahnut the report of the Chantler
Review that you wish to bring to owr attention? [

The report of the Chantler Review, which was published In Aprll 2014, copcluded that if st_andarﬂlsed
packaging was introduced, it would have a pesltive impact on publlc health.

"Having yevlewed thé.evidence |t is In my view highly llkely that standardised packaging would serve
1o reduce the rate of children taking up smoking and Implausible that IF would increase the
consumption of tobacce. | am persuaded that branded packaging plays an important rale In
eincolraging young people to smoke and In consolldating the hablt Irrespactive of the Intentlehs of
the industry. Although | have not seen evidence that allows me to quantify the ske of the likaly
impact of standardised packaging, | am satlsfled that the body of evldance shows that standardiged
packaging, In conjunctlon with the current tobacco control regime, (s very likely to lead to a modest
but Important reductlon over thme on the u'ptal-:e antd prevalence of smoking and thus have a

posltive impact on public health®

We support any measures that contribute towards broad policy ohjectives to improve puhblic health
by '

» discouraging young people from taking up smoking;

. encouraglng people to gult smoking; _

¢ helping paople who have qult, or who are trylng to qult, to avaid rellapse back to smoklng;
¢ reducing the appeal or attractlveness of tobacco praducts;

* retucing the potential for elements of the packaging of tohacco products other than. health
warnings to detract from the effectiveness of thase warnngs;

s jyeducing oppnrtumties for the packagrng aof tabaceo products to mislead consumers about
the effects of uslng them;

= reducing apportunlties for the packaging of tobacco products to create false he'r;:e:ptiuns
abaut the nature of such products; :

* having an effect an attitudes, beliefs, intentlons and hehawnurs relating to the reductlon in
use of tabacco products;

» reshaping soclal narms around tobacco use to pramote health and welfhelng;




We are confident that the concluslons reachad by the report are well-founded and the case for
standardlsed packaging has heen made. The Government should ack without haste to lay
Regulations on standardlsed packaging, under Section 24 of the Children and Famllles Act as
there Is only a short tline frame available to do this befora the 2015 General Electlon,

Consuitatlon Questl-::n 2: Do yau have any Informatlon, In pamnu!ar any new ar addltlonal
informatlon slnce- the 2012 consultatlon, relating to the- wldar aspects of stﬂndardlsed
packaghng, that you wish to bring to our attentlon?

There 15 na evildence to suppﬂrt.arguments that standardised packaglng 1.-._rIII. mrake it easfer to
produce counterfelt packaging. '

The arguments must also bie treated separately, 1t is concluded In-the Chantier review that
standardised packaging will be of considerable benefit. Therefore simply ensure that selutions are
utllised to ensure apportunitles to. counterfeit products are minimlsed with the Industry and
" consurers bearing the cast. The facus must rermalh on implementing the regulations.

The new European Tobacco Products Directive {TPD) has been adopted and It will néed to he
transposed Into UK law by 20 May 2016, The TPD sets out & number of new requlrements that
wll apply to all tobacto and related products across the EL, including:

» Tracking and tracing regulrements for tobacco bmducts and the regulrement for
sacurity features to tackle fllzlt trade. '

Standardised packs would therefore sbll have speclal coded Identlflers which we now use to
assist enforcement authorities distingulsh legal from INicit tohaceo.

Gther advertlsing and promational actlvitles:

" The emergence of a burgeonlng markel in e-clgarettes and slmilar vaping produets |s not covared hy
the draft leglslatlon and presents a future challenge.

These products have the potentfal to reduce smoking-related disease and death, but concerns remain abouk
thelr safety and quallty, thelr marketing, the Involverment of tohacco Industry, Impact on smaokefrea
legislation, and whether the products wilt re-normallse tobacco smoking. There are concerns rafsed by
public fiealth professlanals, medical associatlans and charlties who seek to de-narmalise smoking that e-
clgarattas may reverse this trand and act as a ‘gateway’ to smoking by attracting non- smnkers {especlally

children} to tobacco.

suggested factors that could encourage this inclutle:




the sale, advertising, marketlng and 'pmmatinn of e-ciparettas, espedally to young audlences,
Including the glamorisation of e-clgarettes by celebrity endorsaments

flavoured e-cligarettes that may appealto chlldren, for examgple, bubble gum, fruit and chocolate
flavaurs . :
vaplng in publlc places.

The Committee of Advertislng {CAP} and Lhe Broadcast Committee of Advertising Practice [BCAP)
consultatlon an marketing of £ clgarettes launched a public consultation on 27 February 2014 on the rules
govarning the advertising of electronic clparettes to seek oplnlons from stakeholders on what would be

appropriate,

We await with interest the outcomes of this consultatiens and support any recommendatlons which Impose

strltt controfs on the mark&tlng of E clgarettes [n line with those in place for tobacco prndu{:ts.

Promotion of smoking via soclel medba; Tuhacco Corapanlas attempt to subvart restrictlons on
tobaceo marketing.

Article 13 of the Framework Conventlon on Tobacco Centrol [FCTC) requires signatories to
‘ndertake a comprehensive ban of all tobacco advertising, promation and spansorship’. The FCTC
deflnes advertising and promation very broadly, as

‘..any form of commearclal communication, recormmendation or actan with the alm, affect or Nliebhy
effect of promoting a tobarco product or tobaceo use elther directly or indirectly.”

The Implementation Suldellnes for the FCTC specify that:

Lwa comprehensive ban..applles to all forms of commarclal c-:nmmhnh:_atir:m, recommendation &r
action and all forms of contribution to any event, activity or Individual with the alm, affect; or Nkaly
effect of promoting a tobaceo product or tobacto use either directly or indiractly.’

Eg. Imperlal Tohacco's “Smoke Spots” campalgn

The Smoke Spots websites In the UK {Wwisw sincka-spats co.uk) - Germany and Austrla demonstrate a
new and concerning way that Iroperial Tobacco is promoting lts products—both direcily and
Indirectly, through promaotlon of smoking and smaking locatlons, in contraventlon of the FCTC's ban
on dlrect and Indirect pramaotlon of tobacco and tobreco use, The webslte Is currenily being further
promated by means of an advertising carmpaign actoss cities In the UK egads on bus shelters,

This combined with the purchase of E-clgaratte manufscturers/suppliers by large tobacco
manufaciurers may lead to a conslderable Increase in the Carparate branding which may be
Interpreted as advertislng, promotlon or spoansorshlp e.g. the- website referred to above s
extenslvely influenced by Imperfal Tobacco's corporate colours,

B Is however, clear that these new campalgns utilishhg cnrpnrate brandlng are pﬂtﬂi"l”ﬂll'p’ A
developing area that commands ragulatory contral. :

This new leglskation should be part of a cumprehenslve strategy on tahaceo conirol that links with
the EU Tobaceo praducts Directlve and maxlmises on the Public Health benefits thrnugh
+  Mass medla campaigns




*  Making siop smoklng services mandatory

+  Supporting enforcement activity through provislon of adequate funding

v Increasing tax ontabacco above the current tax levals

»  Reduclng tax on Micotine Replacement Therapy products an prescription

s Placing levies on the tobacce Industry to fund health cosis caused by tobacca consumption
and environmental costs caused by littering of tobacco related produts,

Consultation Question 3: Do you have any comments on the draft regutatlons, Including anything
you want to draw to our attentlon oh the practicallties of Implementing the regulations, as

draftady?

We welcome the draft Regulatlons. They are comprehenslve, Specialist Tobacco Prnducts_
Exemptlan should be remowved

We balleve that the régulatians should 2lso apply to specialist tobacco products Including ¢lgars and
cigarillos and other rmore speclallst tohacco praducts such as flavoured tobacco products e.g: Shisha.
Whilz we note the explanation for thelr excluslan Is thelr low rate of use by young people, we
conslder that It sets an unhelpfal example If any smoked abacco products are excluded from the
ragulations, since this might be interpreted as endorsement of the ldea that they are in some way

less harmful to health,

Furthermore, In the Australtan regulatlons, the dimensions of the cigarettes and packs are
stlpulated, and we suggast that this may be useful In praventing any attémpt ta circurvant the
Intent of the regulations by Introducing an element of branding. In particular we waulid like to see
the UK prohlbit the sale of ‘slim” clgarettes. We also recammend that the UK prohlbit the use of
misleading brand varlant names such as ‘slim’, *natural’, “organlc’, 'without additives’, “without
flavours’, as well as ‘smooth’, ‘gole” and “silver’. - '

Size & Quantity of Packs

The regulations do not prescribe e réqu]rements In raspect of size of packs. This_could this be a
chance to clrcumvent the ntent of the regulatlons by introducing an élemant of branding? The
opportunity should be taken to introduce provisions standardising the dimensions of the packaging,
thus limlting further the scope upon which manufacturers may compete,

It Is noted that Regulation A(7) Is drafted so as to require a mln_lmurh of 20 clgarettas. As draftet
this will enahle manufacturers to compete on numbear Le packs containliog 24 or 22 clgarattas, This
Is nat In the spivlt of standardised pacliaging regulatlnhs and would advocats the wording of the
regulatian be modliled to ansure nacks can anly contaln 20 clgarettes. '

Ensurlng that manufacturers are Imited to pack sizes of 20 means that cost of pack |s prehibltive to
YouUng persons. '




The comblnatfon of lack of prescribed pack slze and unrestrictad numher abave 20 would still afford
the industiy a great deal of scope to market and promota products.

Smoking related products such as clgarette papers and fliters are outslda the remlt of the
requiraments of the draft regulations and these products are not caught by TAPA, These products
are infrinsically linked with the smoking of tebacco products and mixtures, 1t 15 preferable they
shauwld ba Included n tobacco contrel measures which restrlct the marketing, advertising. and
promotlon of tobaceo products, :

We suppart the commitment af the government outlined In the consultation that should & final
declsion be made to préceed with standard(sed packaging:

»  The regulattons that will be made for standardised packaglng will also Implement Artlcles 12
and 14 of the TPD { Regulatlons 4, 8 and 10 of the draft regulations }

* We propose Implementing requirements for standardised packaging In May 2016 to coincide
with the transposltton deadine for the TPD to minimise burdens on business,

This commitment will also ensure burdens on regulators are minimised.

~ Miche tobacco products, while caught by the draft regulations and _other tobacco controf
measures, may be viewed as ‘problematie’ for fegulators from an enfnr-:ement perspective due
to many factors. Whilst these products raay only constitute a smalt pefcentage of tobacco
products supplled in the UK they can present challenges to trading standards in areas whers
prevalence of niche tobacco use extsts In lacal populatlon.

Consultation Question 4; Are you aware of any further evidence or Information which would
Improve the assumptions or estimates we have matde- In the c'nnsultatlun-stage Impact
assessment?

Mo speciflc observatlons/eorments but would support views outlined in para 35 of draft ASH
response which has heen cliculated

Conclusions:

+ Sound and compelling evldence to support the introduction of standardised packaging
as part of broad palicy objectivas to reduce the incldance and prevalence of smoking,
Improving the health and welbelng of chlldren and young people, and reducing
premature mortallty. They will complement and enhance the extepslve tobacro
measures which have already been Implemented Into UK law over the last decade and
enforced by local authorly TS Departments.

» Standardised packaging would remaove the attractive promotlonal aspect of exlsting
" tobacco packaging. A review by Stirling Unlversity found strong evidence that
standardised packaging would reduce the attractiveness and appeal of tobacco
protucts, Increase the noticeabllity and effectiveness of health warnlngs and messages
and reduce the use of design techniques that may mislead consumers about the




harmfulness of tobacco products, (Plaln Tobacco Packaging: A Systematle Review,
University of Stirling, 2012) http://phre.lshir.ac,uk/papers/PHAC 006 Final Report.pdf

» Our 2013 Quallty of Life survey shows that there are stlll 21% of Brlstol restdents Nving in &
household with a smoker. There. is no room for comphacency, as mapy of those affected by
this will be young peopls, Chantler Revlew “There is a conclushve body of evidence that
standardlsed paclkaging, over Hme, wil contrlbute to a reductlon In the prevalence of
smoking, meluding reducing. the rate of children taking up smoking” Introducing this
measure is a must from a publlc health perspective

Smaking - Bristol Cluality of life survey 2013
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+ Children horm te mothers whe smoke are six imes mora likely ta skart smoklng compared
with thase borm to mothers who are smokefree. Our latest data Indicates an Increasing
trend currently at 12.7% of womaen in Bristol who are smoking at time of deilvery- natlonally
this is 12%. Locally we need to reveise this trend and the Introduction of standardlsed
packaging will support this.
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Souice: Local NHS maternity providers — Bristol; via Public Health Intelllzence Unlt -

In the southiwest Bristol have the highest rate of smoking related hospital admlsslons snd
the secand highest rate of smaking attributable deaths In adults, : -
There are in excess of approximately 73,000 smokers In the Clty of Briskal. 1t Is estimated the .
introduction of standardised packs would lead ta a 3.5% reduction in smokers which euates
b appmxlmately 2555 persons.,

It Is estimatad that Tohacco product sales in BrFStCﬂ s worth ﬂpnmv:l-:lmal:eln,.r E152 raillion,

Therefore the 3.5% raductlon in the number of smakers that standardlsed packaging will
achieve [s warth approdimately £4.6 million- monay that could re-creulated into the Bris.m[

BCORUTNY. . :
The data from 5vv. ‘mqu pall i 2011 showed that 45% of penple in the South West were

_ In favour nfstandardlsed packs whilst 29% nppused respandents in both opinions includad

smokers and non- -smokers.

It is lmpurtﬂnt to emphaslse that the puh!lc health benefits of standardised packaglhg need
to be makimlsed by suppotting enfarcerment through adequate funding of Tradlng Standards
services, reglonal iiliclt tobacco Initlakives, and the partnership work with the HMRC and the
Border Agency: Ses para 35 of ASH response for other factors which are necessary o

maxmise effect of this measyra,

If the Gnuernment is commlited to the intraductlon of this Iegrsratlun then must act with
Imste to make ita reallh_.lI hefm’e the next General Elecﬂan in2015.

L —- f——
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T S Froimg
Sent;
T
Subject:

Dear Sir,

Just to let you know | am unable to get your web site up.

I am not happy with plain packets of cigs.

Thmk you will be pla\,rmg in to the hands_of the counterfenters.

UUﬂEtr This emall is free frum viruses and malware because avastl Antivirus prnten:tmn is active.

"' This email was received from the Internet and scanned by the Gevernment Secure Intranet anti-virus service
supplied by Vodafnne in partnership with Symantec. -

DH users see Computer vitus guidance on Dr:lphl under Security in DH, fcrr further details. In case of
problems, plraase call the IT suppott helpdesk.
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Department and Public Safety
The Scottish R Up—

of Health - Liywodraeth Cymru Government - ™

| Welsh Government Riaghalias ma h-lba
Consultation on the introduction of regulations for standardised
packaging of tobacco products — Response’Form

a. Are you responding (reguired:

[ ]As @ member of the public {go to question b)
_ [ 1As a health or social care professio'nal (go to question b)’
[_Jon behalf of a business or as a sole trader_(gc: to question ¢)

[<]on behalf of an arganisation {go to questlon c)

b. Please provide your details and contact information: -

Name of respondent (required)

SR i
e

Public Health Directorate, NHS Gramplan Summerf[eid Houss, Eday Road, -
Aherdaen ABSD 1AN :

Conta::t amail ad::lress {reguired):

L T T T

C. Please provide your organisation’s details and contact Information:

Name of organisation {required).




| NHS Grampian

7 Job Tifle {required):

| Tobaceo Control Coordinator

Gon.tac{address of organisation {required}.

Public Health Directorate, NHS Gramptan. Summarfield House, Eday Road,

Aberdaen. AB30 1AN .

Contact é,m _____ ddress (

d. - If you are responding on behalf of a business, what type is it?
|:]T;::baccn retailer {superrﬁérket} |

[:];I't:l_bacco retailer {convenisnce store)

[ JTobacco retailer (ﬁthér type of shop or busineésj

[JSpecialist tobacconlst




[ ]Duty free shop

[ [Wholesale tobacco seller

|:|Tobac.co maﬁufacturar

[ ]Retaller not selling tabacco products

DPharmaceutical industry

E]Eiusfness involved in-the design or manufacture of packaging

[_]Other {please provide details below)

 If other, please tell us the type of business:

e, If you are responding on behalf of an organisation, what type Is it?

[<INHS organisation

[ JHealth charity/NGO (working at.natinna[ level)

[ ]Local Authority |

[ Jlocal Authority Trading Standards or Regulatory Services Department
[ Local tﬁhaém mﬁtm[ alliance | |

[ |Retai representative organisation

|:|Ini:i|.13tr.1\er reﬁreaentative ﬁrganjsation

DDther type of business representative organisation




[ JUniversity or research organisation

[ JOther {piease provide details below) -

If other, please tell us the type of organisation:

f. Does your response relate to (requirad.):
[<)United Kingdom " “

[ JEngland only

[<|Scotland only

[ jwales.only

[ |Northern Ireland only

g. Do you, or the business or urganlsat'ian you represent, have any direct or
indirect links to, or recalve funding from the tobacco industry? (required)

[<|No

[ J¥es (please describe below)

I yes, pleasé describe:




h. If you do not wish your details to be identified In the summafy report of
consultation responses, please tick this box ]

Consultation questions

1. Do you have any observations about the report of the Chantler Review that
you wish to bring to our attention?

The findings and conclusions of the report clearly require action to be taken to
improve public health. We belive that a system of standardised packaging for all

tobacco products Is correct and proportionate action.

2. Do ydu have any infnnnatic-n,' in particﬁ[ar any new or additional Infofmation “
since the 2012 consultation, relating to the wider aspects of standardised
packaging that you wish to bring to our aftention’?

Evidence continues to mount since the evidence for the Chantler review was
gathered:New figures from Australla have shown that the prevalence of smoking
among adults fell by 15% in the second half of 2013, from 15.1% to 12.8%, a year
after standardised packaging was introduced in December 2012.This appears {o be
independent of the effect of Australian taxation on tobacco products.

Australlz sees large fall in smoking after introduction of standardised packs,
Kmietowicz Z . BMJ 2014; 349 doi: http:/{dx.doi.org/10.1136/bm].g4889 (Published

17 July 2014)

3. Do you have any comments on the draft regulations, including anything you
. want to draw to our attention on ihe practicalities of implementing the
regulations as drafted?

Because the regulations as drafted only cover cigarettes they may be less than
optimally effective. The viciously addictive nature of nicofine makes it important that
markeating of any and all tobacco products is reduced as far as possible. Regulations
which are drafted to do this will be the mark of a govemment truly committed to
improving population health. It's difficuit to see why healthy public policy would do
less. ' :

It is good that the regulations place restrictions on package design. Australian
axperience demonstrates the effectivenss of this approach, However, the regulations
that have been proposed do not regulate package or product size or shape. In this




they do not follow the Australian example and leave open the option of developing
very slim packages and products. These are aimed a women and young people,
both priority groups for smoking prevention work. Failing to address this will make
the measures less than optimally effective and wasteful of public money. Qur
regulations should follow the Australlan example and ragulate the size and shape of
products and packs. .'

Australian tobacco conirol measures have been incredibly effective, it is very difficult
to see why lesser measures would be effective here.

We believe that plain packaging should be extended to cover tobacco related
products and accessories such as cigarette papers, matches and lighters.
Regulations which prevent the migration of tobacco marketing into these related
madia would potentiate the effectiveness of the proposed action.

4. Are you aware of any further evidence or Information which would fmprove the
assumpfions or estimates we have made In the consultation-stage impact
assessmant? '

Electronic clgarettes are now marketed in ways that glamourize smoking. This looks
like tobacco marketing through the back door. Plain packaging regulations must
apply to these products too, their addictive nature means that they could actas a
gateway to life-long nicotine addlction and vulnerabllity to smoking. :

Thank you far participating in this consultation.

The Department of Health and Devolved Administrations will only contact }‘uu should
we seek further information about your response.




How to get involved in the consultation

The consultation will run for 6 weeks, from 26/06/14 to 07/08/14. Responses are
invited from any interested group, company or person.

Respondents are encouraged 1o provlde thelr views online, but responses can be
made In any raf the following ways:

Cnmplatlng the online form on the Department of Haalth website at

o Filling In the response form by downloading it at:

fwww . gov.ukfgove nsultations

o - Emailing your response to:

TobaccoPackaging&@dh.gsi.gov.uk

o Posting your responsse fo

Department of Health

Standardised Packaging Tobacco Cc-nsu[tatmn
PO Box 1128 '

CANTERBURY

CT19NB
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4 August 2014

L randon Team

Consultation on the introduction of regulations for standardised packaging of
tobacco products. Response on behalf of Durham County Council

We welcoms the opportunity to respond to the above consultation. For ease of reading,
our maln points have been numbered in the letter.

Durham Gounty Council serves a population of approximately 513,200, We are committed
to reducing the heaith harms caused by tobacco and reducing smoking prevalence, which
includes reducing the uptake of smoking amongst children and young people. We have a
dedicated tobacco alliance with partner organisations and a five year tobacco control .
action plan that is supported and delivered by these pariners across the county. The
tobacco alliance of County Durham is also part of a North East network of alliances, and
during the 2012 consultation County Durham submitied thé'most responses in the north
- east from pariner organisations calling for packs to be standardised. Durham County

- Council is also the lead commissioner of Fresh — the North East Offlce of Tohacco Control,
on behalf of the 12 North East local authorities. The commissioning of the reglonal Fresh
programme demonstrates both our, and the North East's commitment to implementing -
avldence based tobacco control that will impact on the health and WE]Ibemg of our
communities.

Consultation question 1¢ Do youy have any chsarvations abﬂut the raport of the Chant[er
Review that you wish to bring to our atiention? :

1. We welcome the findings of the Chantler Review, part'lcular]y the impact that
standardised tobacco packaging could have on the uptake of smnk[ng amang yound

pacple

. 2. Smoking is the leading cause of health Inequalitles. The nchest smokers die earlier -
than the poorest non-smokers as found in Gruer at al (2008)" who concluded that the
scope for reducing health inegualities related to social posltion is limited un[ess many
smokers in lower social positions stop smaoking.

www.ncblnlm.nlh.pev/pme/farticles/PMC2645845/
Chnldren and Adults Services
Durham County Council, County Hall, Durham DH1 SUG
Main Telephaone 03000 26 EIIJEJD Minicom (0191) 383 3802

—t————-

www durham.gov.uk
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3. Tobacco use is the leading cause of premature death and preveniable disease. In the
North East, 5,500 deaths aoccur 8ach year as a result of tobacco use, of which
approximately 820 are deaths of County Durham residents.

4. Around 9,000 young people in the North East start to smoke every year and we need to
do all we can to ensure that this number reduces considerably. Repeated surveys of
North East smokers have found the average age of trying cigarettes and starting to
smoke is 15 years. '

5. We particulady welcome Chantler's dismissal of the tobacco industry scaremongering
about the alleged impact of standardised packaging on the illicit tobacco trade.
Chantler is not convinced by the tobacco industry’s-argument that standardisad
packaging would increase the illicit market, especially in counterfeif cigarettes. Recent
figures from Australia have indicated that the illicit market has not increased since the
introduction of the measure and that tobacco use is at an all-time low?

6. We consider that the case for standardised packaging has been made and that
regulations should be laid before Parliament in advance of the 2015 General Election.

Consultation question 2: Do you have any information, in particular any new or

additional informatlon since the 2012 consultation, relating to the wider aspects of

standardised packagling, that you wish to bring to our attention™?

? A considerable amount of new information on the potential effectiveness of
standardised packaging since has emerged since the previous cﬂnsultatlon in 2012,

8. We know that support for standardised packaging Is at an all-time high with 69% of
people in the Nerth East in favour® and only 9% opposing. Nationally, public support is
-aqually high, and perhaps surprisingly more smokers support standard packs (32%)
than oppose {30%) with the remainder ambivaient or undecided. Fresh's experience of
talking to smokers on this issue suggests most smokers are very keen for their children

not to start smoking.

9. Further measures to regulate tobacco are popuiar with the public — only 12% of people
in the North East think the government is deing too much to tackle smoking®*.

10. There is still a worrying lack of awareness about the impact that smoking has on
health, Research gathered durlrig the developmant of our regional ‘Don‘t be the 1"
campaigh suggests that 90% of North East smokers underestimate the risk that

- smoking kills one in two of all long term smokers. When informed of the true risk® 65%

adml_tted they find this worrying and 43% said it is "very worrying."

H’uuGou 2014

*YouGov 2014
® The Doctors Study” (Dol R, Peta R, Wheatlav K, Gray R, Sutherlamd . Mortallty In relatlon to smnkmg 40 years

dhservatlons an male British doctors. British Medical Journal 1994; 309:901-911).
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11.82% of smokers in the North East wish they had never started and 68% say they would
like to be able fo qult.

12. Fresh submitted the results of focus groups of smokers and non-smokers aged 18-24
during the original consuitation, during which examples of Australian standardised
packs were rated as likely to be more harmful and [ess aftractive than branded packs.
Many young psople folt their greatest potential lay in dissuading young experimeniers,
occasional smokers and non-smokers (the stated aim of the policy rather than existing
adult smokers). Discussions with young people since then have revealed further the
potential impact standardised packs could have, including this film featuring two young
female smokers from our region, Gateshead, Tyne and Wear comparing examples of
Australlan standardised packs with current branded clgarettes Quotes frcm the young
smokers mcludad

“ff tells voui... like mors what i can actually do fo you. They've fbranded packs] just |
got fike... . iitite pictures on the back that you can't see when yoitre buying them."

Wiv pmbabn? malke Ls wani to quif smoking... like I'd probably try more than what [
ever have. _

13. In Australla, research has shown that social norms in smoking behaviour are already
beginning to change as a result of the implementation of standardised packaging.
There has been a sharp risg in the number of calls o the Quitline New South Wales
service” and that smokers are lass willing to display their packs in publlc ar to smoks in
outdoor public places particularly where children are present”,

14.Figures released by the Australian government in July have shown adult smoking rates
have fallen significantly between 2010 and 201 3%, In 2010 daily smoking prevalence
amongst those aged 14 or older stood at 15.1% and has now fallen to 12.8%. The
latest survey was conducted before the Australian Government's tobacco tax increases
in December 2013, ruling out price as the primary reason for the dramatic fail in
smoking during this 12-month period. Standardised packaging is the only major policy
change over this time period and is therefore the most likely reason for the significant
fall in smoking prevalence.

. Tobacco Industry opposition to standardised p'ackaging - misusing data on lllicit
tobacco

15.The tobacco companies are spending considerable afforts in opposing any moves
towards the introduction of standardised tobacco packaging.

® hitp:/fwww.youtuhe.cam/watch fv=R1AEH4Fem(w
7 hitps://www.mla.com.auf[ournal/2014/200/1/assaciation-between-tobacco-plain-packagingzand-guitiine -calls-

poepulation-hased )
¥ hitp-/fonlinelibrary. wlley.com/dolf10.1111/add. 12466/ /abstract

T hitp:f fawwaihw.gov.aufalenhol-and -other-drugs/ndshs
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In'the North East, JTI entered into a partnership arrangement with a major newspaper
which featured three weeks’ worth of JTI-funded advertising on lllegal tobacco and
published a series of artlcles generated by the company. Frash was able to counter
the misinformation provided by JTI and clearly outline that the illicit market is on a
sustained long-term decline, that thers Is no evidence that standardised packaging
would lead to an increase in the illicit trade and that all tnhacco legal or illegal — will
kill one in two of Its long term users.

16.The tobacco industry repeatedly claims that consumption of illicit tobacco will be

increased by policies such-as higher tax to reduce smoking and restrlcting tobacco
promotion to reduce youth uptake, even though official figures show the illegal tobacco
market has in fact decreased in the UK as a result of the introduction of such measures
over a number of years. In November 2013 the chafr of the Public Accounts.
Committee accused tobacco multinationals of deliberately oversupplying European
markets, with the tobacco smuggled back into the UK. Commlftes Chair Margaret

Hodge said:

“The supply of some brands of hand-rolfing fobacco fo some countries in 2011
éxceeded legitimate demand by 240 per cent. HMRC must be more asiertive with
these manufacturers. So far it has not fined a single one of them.”

17. The tobacco industry also claims that standardised tobacco packaging will be cheaper

18.

) 19.

to counterfeit. In fact, the production costs of illicit cigarettes, including packaging, are
very low, at around 20 US cents a pack'®. Counterfeiters are able to produce quality

" and apparently genuine packaging at low prices in a short time, therefore outside

packaglng is a very poor indicator of whether a pack of cigarettes is licit and illicit.
Furthermors, if standardised packaging was introduced, enforcers would easfly be
able to identify counterfeit and smuggled branded packs and illicit white packs.

All security features on current packs will also be present on standardised packaging
and additional intemational tracking and tracing mechanisms to tackle the illicit -
tobacco trade are required through Article 15 of the revised EU Tobacco Products
Directive and Article 8 of tha WHC FCTC lllicit Trade Protocol.

A briefing from the Tackhng Illicit Tobacco for Better Health Partnershlp on the tobacco
industry and their tactics in using illegal tobaces arguments to oppose tobacco control
measures can be found here: htip/iwww. illegal-tobacco.co.ukiwp- :
content/uploads/2014/03/lllegal-Tobacco-The-facts-about-the-Tobacco-Industry-V3-28-

05-14.pdf

_ 20. HMRC estimates that in 2000 around 20% of cigarettes and 60% of hand- rolling

tobacco {HRT} smoked in the UK were smuggled, costmg over £3 billion a year in lost
tax revenue'!.

otfdocumentsfgenaeralcontent/simLl

pEling fullreport.pdf
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HMRC data suggests that by 201213 (the latest year for which this information is
available) the illicit market in cigarefies had fallen to around 9% of the UK market, and
in HRT ta around 36% of the market with an associated revenus loss of £2 billlon
{midpoint) down from £3 billien in 2000"%,

21,A report commissioned jointly by the four transnational tobacco companles-{British
American Tobacco, Imperial, JT| and Philip Morris International)™ provides estimates
of the scale and development of the lllicit cigarette market in Europe and reports that
‘consumption of courterfeit and contraband decfined in the UK by 8.2% despite other

industry data suggesting an increase.

22 The experience from England shows that comprehensive regional illicit tobacco
programmes change the social norms around illicit tobacgo, reducing the size of ithe
illicit tobacco market, reducing the proportion of smokers buying illicit tobaceo and
increasing the public's likelihcod to report intelligence. For example, in the North East
betwesn 2009 and 2013, following parinership development, three bursts of social
markeling activity and enhanced intelligence and enforcement models:

» the proportion of smokers buying illicit tobacco had dropped from 24%te 17%

+ the size of the illicit tobacco market had shrunk from 15% to 9% .

« the proportion of smokers who buy Rlicit tobacco believing that ‘everybody does it’
shrunk from 45% to 28%

» the proportion of adults who are uncomfortable with the illicit tobacco trade rose
from 57% to 70%™. : :

23.A major Trading Standards survey in the North West of England has shown tﬁat fewer
young.children are accessing illicit iobacco products, Between 2011 and 201 3 there
were reductions in: '

+ the proportion of young people who bought cigarettes from sellars such as
neighbours, car boots and ice-cream vans from 42% to 27%

« the proportion of young people who bought fake cigarettes, down from 28% to 22%

« the proportion of young smokers who bought single cigarettes, from 67% to 49%'°.

Tobacco industry opposition to standardised packaging — misinformation from
Australia ' : :

24, Further examples of misinformation include the release of misleading figures on
tobacco consumption in Australia where standardised packs have been introduced.

11

httn:chstams.hmrc.gu'ur.ukfchannr;IsPnrtaIWebA]:pfchanne[sPurtaIWehAnu.nmtal? nfpb=truef pageLabel=pagelib
rary MiscellaneousReports&properyTypesdocumentfcolumns=181d=HMCE FROD] 031246
12

https:/ feww.gov.uk/Eovernment/uploads/system/uploads/attachment data/file/249543/131009 Publication of To

bacco Tax Gap_estimates 2013-13.pdf .
B hitp:/fwww.pmi.com/eng/medla_center/media_kit/Documents/SUN%20Report$:202013.pdf

Y http:/fwww.illegal-tobaceo. co.ukfwp-content fuploads/2014703/NE _lllicit Tobacgo Report key FAndings.pdf
1% hitp: f/tobaceofresfutures orgfwp-content/uploads/2012/05/3353 TS W-Young-Persons-Alcohal-Tabacca-

Report 130605 Va2.pdf
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In November 2013, a study by a consultancy firm, funded by Philip Morris, reported that
since the measure was introduced, there had been no significant change in smoking
prevalence'®. However, the study used an online survey panel which was not
representative of the general population and had a higher than average smoking
prevalence, and the sample size used was not suff cient to determine statistically

significant changes'’.

25.More recently, statistics from Australia réleased in June 2014 claimed that clgarstte
sales had increased in Australia since the introduction of standardised packaging. A
number of these articles appeared in one key newspaper in Australia that had opposed
standardised packs, which then picked up coverage in national newspapers in
England. However, figures from the Australian Bureau of Statistics (ABS) show that in
March 2014 tobacco consumption in the country was the lowest ever recorded.
Analysls in Australia suggests these statistics had been completely misrepcrted in an
attempt {o discourage the UK from proceeding with standardised packaging. B The
recent figures released by the ABS show that total consumption of tobacco and
cigarettes is currently the lowest ever recorded, dropping from $3.508 billion in
‘December 2012 {when standard packs were introduced) to $3.405 billion in March
20147, -After population growth is taken into account tobacco sales per person have
continued to decrease from 820.4 cigarettes in 201210 906.9 in 2013%. The
Commonwealth Treasury has further advised that tobacco clearances (including excise
and customs duty) fell byf 3.4% In 2013 relative to 2012 when standardised packaging

was introduced.

26. Tobacca retallers in the UK, often backed by tobacco-funded organisations, have
suggested that the introduction of standardised packaging means that it will take longer
fo serve customers and that convenience stores will lose custom, However, research
in Australia®' has shown that ‘tefailers quickly gained experience with the new
legisiation... The long retrieval times predicted by tobacco induslry-funded retailer
grolps and the consequent costs they prsd!cted wolld falf upon smalf retaifers from
plain packaging are uniikely to eventuate.”

Consultation question 3: Do you have any comments on the draft regulations,
including anything you want to draw to our attention on the practicalities of
implementing the ragulations, as drafted?

¥ httpelondaneconomics.co. uk,-fwn-mntentfuuluadsfzﬂiBfiiﬂondnn-E':_:unnmics—F{eport—huitillan—Preira]encf:n
Elnal Report-25-11-2013. pdf

http:f e, cancernvic.org. au/downl oadsjmbaccu cuntrul,{'zﬂiﬂ,{Crltlgue by Cancer Councll_Victoria on repart by

PMI 26.11.13.pdf
% http:/fwnww.abc.net aufmedlawatch ftranscripts /54026465, htm

¥ hitp:/ fwnwws health pov.aufnternet fain/publishing. nsf/Content/tobacea-KiF
0 hitp S harww thesuardian.com/socfety/datablog/ 2014 flunf06/ls-smoking-increasing-1n-australia

A http:fftobaccocontrolbmicomfcontent fearlyf2013/05/28 ftobaccocontrol-20 13-050987.abstract
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27.We broadly welcomea the comprehensive draft regulations particularly in terms of the
stipulated colour of tobacco packets; the minimum number of cigarettes or minimum
weight of hand rolling tobacco that a packet can contain; the reassurancs that these
regulations will not affect other labelling requirements for tobacco products such as
haalth wamings and fiscal marks; the scope of the regulations across the UK; the
clarlty of the regulations in relation to their impact on trade mark protaction; the scope
to include the changes required for Directive 2071 4/40/EU.

28. However there are some issues with the- draft regulations that we would like to see
addrassed,

29.The draft regulations apply only to cigareties and hand-rolling tobacco. We believe that
the regulations should also apply to specialist tobacco products including cigars,
cigarillos and ‘blunts’. The rationale for this exclusion is low rates of use, particularly by

. young people, and the provision is 'made that that the regulations could be extended if

young people become increasingly aftracted to these types of tobacco. Qur view is
that this opportunity should not ba missed fo highlight to young people the dangers of
thege products before consumption increases and that the regulations should be
extended now to include specialist tobacco products rather than when these products
have become a problem.

30. The draft regulations do not prapose reguirements relating to the size or length of
cigarettes. Evidence in the North East shows that young women in particular are
attracted to slim cigareftes therefore regulations should be included to stipulate a

© minimum size of cigarette. This would also prevent any opportunity for slim cigaraties
to be repositioned as cigarillos. thereby becoming exempt from regulations given their
specialist tobacco products status (unless this exemption is removed as suggested
above).

31.The draft regulations do not propose requirements relating to the size of cigarette or
tobacco packets. Instead, the only stipulation in terms of size (s ‘cuboid’ and this is.
open to interpretation. This is a real concern and a potential weakness Inthe
regulations. Dimensions should be provided to ensure consistency and to prevent the
fobacco manufacturers from determining the size themselves and using it as a means
of product differentiation. In Australia, the minimum dimensions for a 20 pack of
cigarsttes are stipulated as follows and we recommend the UK government follows this
model: :

Physical features of cigarstie packs

The dimensions of a cigarelte pack, when the fliip-top fid is cfosed must not be:
{a)  height — less than 85 mm or more than 125 mm; and

(b)  widih — less than 55 mim or more than 82 mm; and

{c)  depth — less than 20 mm or more than 42 mm.

32.The reguirements prevent packaging from producing a noise or scent but do not
prohibit any smell arising from a permitted additive. Tobacco manufacturers will be
innovating packaging now to ensure they can work around these ragulations therefore
wa foel than any scent other than that which normally arises from tobacce products

should be prohibited.
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This is parficularly relevant for menthol cigareftes which, under the directive
2014/40/EV, have an exemption until 2020, The development of capsule cigarettes
shows that the tobacco industry is still Innovating in this area,

33.The requirements only apply to retail packaging of tobacce products and not packaging
that is used only within the'tobacco trade, for example for stock management in a
warehouse or wholesale premises. It would be preferable for the requirements. fo apply
to all tobacco packaging to avoid any potenttal canfusion over definitions of
warehouses. '

34.To aid enforcement of the regulations, it would assist if images of the packages,
currently in Appendix C of the consultation document, were placed in the body of the
regulations, A similar approach is used in other legislation that has specific labelling.or
presentation requirements, for example the regulations on pack health warnings.

35, Ours and other Trading Standards officers will be taskad with enforcing this legislation.
Trading Standards departments are playing an increasing role in public health and in
tobacco control in particular. We feel therefore that it is impertant that the UK
government invests in this vital service and provides it with the leadership and powers
it needs to sustain this vitat function.

Consultation question 4: Are you aware of any further evidence or information
which would improve the assumptions or estimates we have mads In the
consultation-stage impact assessment? :

General comments

- 36.We welcome the overall recommendations of the consultation-stage impact
assassment particularly its statement that the implementation of standardised tobacco
packaging is worth pursuing now and that the cost of de]aymg a decrsmn is too great in
pubhc health ferms.

37.We welcome the decision to review the policy after five years which will allow time for
early impacts to become clear although it needs to be borme in mind that long term
impacts such as reduced youth uptake, reductions in smoking prevalence and
improvements in public health will take many years to manifest.

38.We understand the difficulty of apportioning value to cerain outcomes from
interventions but there are some statements within the Impact assessment that are
particularly difficult to accept including:

“an additional benefit fof implementing standardised packaging] Is the possible
enhancement of price competition hetween tobacco companies and the potential for
accelerated product innavation fo expioit ofther avenues for product differentiation.”
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“consumer strplus fidentified as a costf réprasenté the foss of the abifity of those
who continue to smoke to gain the intangible benefit associated with smoking a
particutar brand that on!y the packaging of thaf brand, as it is currently ava:fabfe

can produce.”

The reality is that all cigarettes, regardless of brand or price, will kill one in two of its
long-term users. Making products more afiordable or more attractive cannot be judged

to be a benefi.

39 We support any effective measures to maintain the costliness of tobacco in partlcular
adjusting rates on tobacco duty above those currently required by the duty escalator,
given that price is the single most effective policy Iever for reducing smecking
prevalehce available to governments. Pelfo (2013)% has recommended an approach to

taxation that would have a significant impact on consumption: tripling inflation-adjusted -

specific excise taxes on tobaceo which would approximately double the average price
of cigarettes (and more than double prices of cheaper brands} which would reduce”
consumption by about a third and actually increase tobacco revenues by about a third.
We can fully expect the tobacco industry to respond to standardised packaging by
dropping prices to make smoking more affordable.

40.The impact assessment considers the potential costs that may arise through increasss
in the demand for and the supply of illicit tobacco. However, we draw the consultation

team's attention to:

» the findings of Chantler who is not convinced that standardised packaging would
increase the illicit market and found no evidence that standardised packaging s
aasier to counterfeit. . _

» avidence from Australia which has shown there to be noincrease in the illicit
tobacco trade since the measure was introduced while tobacco consumption has
fallen

s the conclusion of the Home Affairs Commlttee inguiry into tobacco smuggling which
recommended that any risks in this area could be mitigated by mcreasmg
enforcement action

» Poto’s view™ that use of specific excise taxes on fobacco {rather than ad valorem

' taxes), stronger tax administration, and practicable controls on organised smuggling
can limit the problem. Evan with some smuggling, large tax incraases can
substantially reduce consumptlon and increase revenue especially If supported by

. better tax enforcement

+ the impact that health-related social marketing can have on reducing smoking at
population leval and, in turn, reducing the illegal tobacco market, as seen in the
North East, North West and South West where the illicit tobacco market share has
reduced significantly

= http:/feaww.nelm.org/doi/full{10,1056/NEIMra 1304383
 httpfeavw.nejm.org/dol/full/10.1056/NEIMral308343
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We recognise this is a comprehensive response and hope that our commitment and vision
- to reduce smoking in County Durham is evident, '
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Subject: ' Fw Plain packaging of Tobacco.

Senk: 05 August 2014 19:52 p C ) T

To! Tobaccoe Carrespondence !
Subject: Plain packaging &F Tobaceo.

By Insisting on plaln packaging, it will allow illiclt tobaceo goods from any source, pood or bad to be offered to the
“smoker. The smoker loses out and the Government will lose out on tax revenue. Where Is any tanglble benefit to be

gaihed?. Similar methods In other countries have had little if any effect on tobacco consumptten but have

introduced tobacco products which do not undergo our stringent testing and are even more detrdmental to the

-smgker,

“Lois email Was reed_f_ro the tru and scanned by the Government Secure Infranet anti-virus service
supplied by Vodafone in partnership with Symantec, ' s '

DH users see Computer virus guidance on Delphi under Seciirity in DH, for ﬁlffhsr details. In case of
preblems, please call the IT support helpdesk, ' — -

This e-mail-and any files fransmitted with it are confidential. If you are not the intended recipiént, any
reading, printing, storage, disclosure, copying or any other action taken in respect of this e-mail s’
prohibited and may be unlawfiil. If you are not the intended recipient, please notify the. sender Immediately
by using the reply fimction and then permanently delete what you have received. o

‘Incoming and outgoing e-mail messages are routinely monitored for compliance with the Departmient of
Health's policy on the use of electronic communications. For more information on the Department of
Health's e-mail policy click here http://orgrey.dh.pov.ukiterms
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rrespondence

Subject:

Depadtivient P
of Heaith - ' }mm

i Standardised I;Dbaccb packaging

| have read the ccrnsurta'tlons and am str;:mgh,.r against any standard packaging as | fesl this to be dstrimental and
could cause counterfeil tobaceo gelling into the marketplaca. | dcr nol feel the standardization would lessen the
amount &f ¢lgaratte smokers. .
-Can you paase add my namg to the list/petitian against standardlsation.

and scanned by the Government Secure Intranet antl,wu:us serwcv:
Symantec, '

DH users see Computer virug guidance on Delphi under Security in D, for further details. In case of
pmblems please call the IT support helpdesk.,

This e-mail and any files transmitted Wlth it are confidential. If you are not the intended remplent any
reading, printing, storage, disclosure, copying or any other action taken in respect of this e-mail 1s
prohibited and may be unlawfl. If you are not the intended recipient, please notify the sender immediately
by using the reply fimition and then pennanentl},r delete what you have received. '

Incoming and outgeing e-mail massages are Tﬂllt:lnﬂl‘j.-’ monitored for cﬂmphancc with the Department of
Health's policy on the use of slectronic communications. For more m:l:‘@unatmn on the Dt‘:paﬂment of

Health's e-mail policy chuk here hittp: fa"wrw dh.gov.ul/terms
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Sent: : 07 August 2014 14:37

To: ' Tohacco Packaging

Subject: Fw: standardised packaging

3
Deg
of |

From:

Sent:

Tot Tobacco” C.Drrespnndence
Subject: standardised packaging

[ da not believe it s’ reasnnable to ask the legal operation of tobacco manufacturers tc- standardise their
packaging. :

This will only lead, as it has done in Australla, to more counterfelt and dangeruus products coming.on the
market. L

th should manufacturers having, quite legally, spent millions on helping smokers to dentify their their
chosen brand now have to have to plaln pack thelr Iegallﬁ_.r sold products?

To standardise packaging ls antl democratic — let smokers have the rJght to chnﬂse whlch product they |
wish to I:lu'..r and see the brand name displayed on the pack.

t and s¢canned by the Government Secuie Infranet anti-vitns service
-supplied by Symantec. : '

DH users see Computer virus gﬁidance on Delphi under Security in DH, for further details. In case of
problems, please call the IT support helpdesk. :

This e-mail and any files transmitted with it are confidential. If you are not the intended recipient, any
reading, printing, storage, disclosure, copying or any other action taken in respect of this e-mait is

prohibited and may be unlawtul; If you are not the intended recipient, please notify the sender immediately -
by using the reply function and then permanently delete what you have received, f
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Appendix A

Consultation questions

1. Do you have any observations about the report of the Chanfler Review
that you wish to bring to our attention?

Wa note and agree the foilowﬁng;

1. A report by Professor David Hammond for the Irish Department of Heaith'
backs up Sir Cyril Chantler's view. He concluded that, .

“Overall, the existing evidence on plain fstandardmed) packagmg SUpPOHs
four primary conclusions:

1) Plain packaging wilf reduce smoking iniﬁétfon among youth and young

aduits.
2) Plain packaging wm’ promote smoking cessation among estabfmhad

smokers.
3} Plain packaging will stpport former smokers to remain abstinent.

4} Plain packaging will help to dencrmalize tobacco use.”

2. Do you have any Infarmation, in particular any new or additional
information since the 2012 consultation, relating to the wider aspects of
standardised packaging, that you wish to bring to our attentlon?

1. | agree with ASH response In relation to this question but would add that
consideration needs to be given to including wider non medicine nicotine
dispensing devices in particular E Cigarettes. :

2. These are a growth area used by smokers but marketéd to all consumers
|::u'.a\r’[|4::.l.tlarl*_y,r young consumers.

3. Whiist risks are at present unproved they have similar effect as tobacco.in
that they will render the end user with a (Continued) nicotine addiction WhIGh
they will satisfy with other tobacco products. :

4. This Issue could be addressed immediately Ey including these products in
the intended ragulations

* Hammond, O. Standardized Packaging of Tobacco Products. Evidence Review. Prepared on behalf of
the Irlsh Department of Health. March 2014




3. Do you have any comments on the draft regulations, including anything
you want to draw to our attention on tha practlcalitles of implementing the
regulations, as drafted?

There needs to be rem:gnjt.inn that enforcemant of thesa regulations will need
additional fimding.

Presently these reguktions will be enforced by Local Authorites.
Industry to be levied fo provide drect funding for anforcament in areas of proven

Health Inecualities.

4. Are you aware of any further evldence or information which would
improve the assumptions or estimates we have made in the consultation-
stage Impact assessment?
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People have a choice about abortion which brought about 200,000 a year,and the same will
happen with the suicide Bill.So why not give people cholce over clgareties.GD,a nonh smoker.

This email was received from the Internet and scanned by the Government Secure Infranet anti-virus service
supplied by Vedafone in partﬁership with Symantec.

DH users see Cﬂmputer virus guidance on Delphi under Security in DH, for fl.ll'thf:r details. In case of
problems, please call the IT support helpdesk. _ .
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Consultation an the introduction of regulatlons for standardised pachaging of
tobacco products.

Respanse from the Smakefree Bristol Alliance on behalf of Bristal Clity Council

Consultation Question 1: Do you have any observations about the répnrt of the Chantler
Revlew that you wish to bring to our attentlon?

The report of the Chantler Review, which was published In April 2014, concluded that if standardised
packaging was introduced, it would have a positive Impact on public health.

~ "Hawing revlewed the evidence it is in my view highly likely that standardised packaging would serve
to reduce the rate of children taking up smoking and implaustble that It would Increase the
cansumption of tobacca, | am persuaded that branded packaging plays an important role In
ENCOUTaging young peaple to smoke and In -:onst:hdatmg the habit irrespective of the Intentlons of
the industry. Although | have not seen evidence that allows me to quantify the size of the Nkely
impact of standardised packaging, | am satisfied that the body of evidence shows that standardised
packaglng, In conjunction with the current tobacco control regime, Is very lkely fo lead to a modest
but tmportant reduction over time on the uptake and prevalence of smoking and thus have a

positive impact on publlc health”

We support any measures that contribute towards broad policy objectives to improve publlc health
by: '

& discouraging young people from taking up smoking;
* ancouraging pecple to quit smoking; I
s  helplng people who have quit, or who are trying to qL_lI;:,_tu avold relapse back to smoking;
¢ reducing the appeal or attractiveness of tobacco prodiets;- |

v reducing the potentlal for elements of the packaging of tobaceo praducts other than health
warnings to detract from the effectiveness of thase warnings;

. reduclng opportunities for the packaging of tabacco pr::ducts to m]slead CONSLUMErS abuut
the effacts of using them;

« reducing. opportunitles for the packaging of tobaceo products to create false perceptions
about the nature of such products; ' : :

# having an effect on attitudes, bellefs, intentions and behaviours relating to the reduction in
uze of tobacco products;

. reshaplng sacial norms around tobaceo 0se 1o pramaote health and wellbeing;




We are confldent that the conclusions reached by the report aré well-founded and tha case for
standardised packaging has been made. The Government should act without haste to lay
' Regulations on standardised packaging, under Section 94 of the Children and Families Act as
there is only a short time frame available to do this before the 2015 General Election.

Consultatlon Questlon 2: Do you have any Informatlon, Tn particular any new or additional
information since the 2012 consultatlon, relating. to the wider aspects of standardised
packaging, that you wish to bring to our attentlon?

There is no evidence to support arguments standardised packaging will make it easier to produce
counterfelt packaging.

The arguments must also be treated separately. It is concluded In the Chantler review that
standardised packaging will be of cansiderable benefit. Therefore simply ensure that solutions are
utilised ta ensure opportunltles to counterfeit product is minimised with the Industry and consumers.
hearing the cost. The focus must remain an the Implementing the repulations,

The new European Tobacco Products Directive {TPD) has been adopted and it will need fo be
transpased into UK law by 20 May 2016. The TPD sets out a number of new requirements that_
welll a;:-]:th,.r to all tabaceo and related products across the EU, including: '

» Tracking and tracing requirements for tobacco products and the requirement for
securltyr features to tackle illicit trade.

Standardised packs would therefore still have special coded identiflers which we now use to
‘assist enforcement authoritles distinguish legai frum illicit tobacco.

Dther advertising and promotlonal activitles:.

The emergence of a hurgeunlng market fn e-cigarettes and 5|m||ar vaping products 15 not couered by
the draft legislation and presents a future challenge.

These praducts have the potential to reduce smaklng-related disease and death, but concerns remaln abaut
‘thelr safety and quality, thelr marketing, the involvement of tobacca Industry, Impact on smokefree
legislation, and whether the products will re-narmallse tobacco smoking. There are concerns raised by
publlc health professionals, medical associations and charities who seek to de-normallse smoking that e-
clgarettes may reverse this trend and act as a ‘gateway’ to smoking by attracting non-smokers {especlally
children} to tobacco.

Suggested factors that could encourage this Include:




» the sale, advertising, marketing and pramatlon of e-clgarettes, especially to young audiences,
Including the glamorlsatlon of e-clgarettes by celebrity endorsements

v flavoured e-cigarettes that may appeal to children, for example, bubble gum,'fruit and chocolate
flavours )

« vaping In public places.

L

The Committee of Advertising (CAP) and the Broadcast Committee of Advertising Practice [BCAP)
consultation on marketing of E cigarettes iaunched a public consultation an 27 Feliruary 2014 on the rules
governing the advertising of electronie clgarettes to seek opinlons from stakeholders on what would he
appropriate. ' '

We awalt with interest the outcomes of this consultation and support any recommendatlons which impose .
strict controls on the market[ng of E clgarettes In line with those In place for tobacco pruducts.

Promatlon of smaking vla soctal medla Tobacce Companies attempt to subvert restrictions on
tohacco marketlng

.ﬁ.rf_:_]c[e 12 of the Framework _Convention on Tobacco an_tml (FCTC) regulves sfgna_t-:irles to
‘undertake a comprehensive ban of all tobacco advertlsing, promotion and sponsorship’. The FCTC
defines advertising and promaotion very hroadly, as

*.any form of commerclaf communication, recommendation or action with the aim, effect or llkely
effect of promoting a tobacco product or tobacco use elther divectly or Indlrectly.’

" 'The Implementation Guidelines for the FCTC specify that:

f..a comprehensive ban..applies to all forms of cammerclal r;drnmunll:atlnn, recommendation or
action and all forms of contributlon to any event, activity or individual with the aim, effect, or Nkely
effect of promoting a tobacco product or tobacco use either directly or Indlrectly.”

Eg. Imperial Tobacco's “Smoke Spots” campalgn

The Smoke Spots websites in the UK fwww.smoke-spots.co.uk}, Germany and Austria demonstrate a
new and concernlng way that Imperial Tobacco is promoting its praducts—hath directly and
indiractly, through promotion of smoking and smoking [ocatians, In contravention of the FCTC's ban
on diréct and indirect promotion of tobaccoe and tohaceo use. The website |s currently belng further
promoted by means of an advertising campalgn across citles In the UK eg ads on bus shelters,

This cambined with the purchase of E-cigarette manufacturers/suppllers by large tobacco
manufacturers may lead to a conslderable incredse In the Corporate branding which may be
Interpreted as advertlsing, promotion or sponsorship e.g. the website referred to abwe 5
extenshreiy Influenced by Imperial Tobaccd's corparate colours.

It is, however, clear that thesz new campaigns 'utlllslng corporate branding is potentially a
developlng area that commands regulatary control.

This new legislation should be part of a comprehensive strategy on tobacco control that links with
tha EU Tobacco products Directive and maximizes on the Public Health henefits through,

« Mass media campaigns




«  Making stop smoking services mandatory

Supporting enforcement activity through provision of adeguate funding

Increasing tax on tobacco above the current tax levels

Reducng tax on Nlcothne Replacement Therapy products an prescriptlon

Flacing levies on the tobacco industry to fund health costs caused by tobacca cunsumptlun
and enviranmentsl costs caused by Nttering of tobaceo related products.

Cansultation Question 3: Do you have any comments on the draft regulatians, Including anything
you want to _draw to our attention on the practlcalltles of Implementing the regulations, as
drafted? :

We welcome the draft Regulations. They are Enmprehenswe Specialist Tahaccn Products
Exemption should be removed

We believe that the regulations should also apply to specialist tobacco products including cigars and
cigarillos and other more specialist tobacco products such as flavoured tobacce prodacts e.g. Shisha,
While we note the explanation for thelr excluslon Is thelr low rate of use by young people, we
conskder that it sets an unhelpful example I any smoked tabaceo products are excluded from the
regulations, since this might be interpreted as endursement of the Idea that they are fn same way
less harmful to health.

Furthermore, In the Australlan regulatlons, the dimensions of the cigarettes and packs are
stipulated, and we suggest that this may be useful In preventing any attempt 1o clrcumvent the
intent of the regulations by Introducing an element of branding. In particular we would llke to see
the UK prohibit the sale of slim’ cigarettes. We also recommend that the UK prohiblt the use'of
misleading brand varlant names such as slim’, "natural’, ’orgamt:’ w1thnut addltwes" ‘without
flavours’, as well as smonth’, ‘gold’ and 'silver’,

Slze & Quantlty of Packs

The regulstions do not prescribe size requirements in respect of slze of packs, This could this be a
chance to circumvent the intent of the regulations by inttoducing an element of branding? The
opportunity should be taken to fntroduce provisions standardising the dimensions of the packaging,
thus limiting further the scope upon which manufacturers may compete.

It Is noted that Regulatton 4{7) Ts drafted so as to require a minlmum of 20 clgarettes. As drafted
this will enable manufacturears to competa on number L.e packs contalnlig 21 or 22 cigarettes. This
i3 not in the spirit of standardised packaging regulattons and Iwnufd advocata the wording of the
regulation be modifled to ensure packs can only contain 20 cigarettes,

Ensurlng that manufacturers are Dmited to pack s1zes of 20 means that cost of pack is prohibitive to
YOUng pe rS0715. :




The combination of lack of prescribed pack s1ze and unrestricted number ahove 20 would still affard
the Industry a great deal of scope to market and promote products.

Smoking related products such as cigarette papers and filters are outside the remit of the
requirements of the draft regulations and these products are not caught by TAPA. These,prudums'
are Intrinslcally linked with the smoking of tobacco products and mixtures. It is preferable they
should ke Included In tobacco control measures which restrict the marketing, advertising and
promaotion of tobaceo products. '

.

We support the commitment of the government outlined in the consultation that should a final
decision be made to proceed with standardised packaging:

s  The regulations that will be made for standardised packaging will also implement Artlcles 13
and 14 of the TPD { Regulations 4, 8 and 10 of the draft regulations

* We propose implementing requirements for standardised packaging In May 2016 to coincide
with the transposition deadline for the TPD to minimise bardens on business.

This commitment will also ensure burdens an regulators are minimised.

Mlche tobacco products, while caught by the dréft regulaiicrns and other tobacco control
measures, may be viewed as ‘problematic’ for regulators from an enforcement perspective due
to many factors. Whilst these products may only constitute 2 small percentage of tobacco
products supplied in the UK they can present challenges to trading standards In areas where
prevalence of niche tobacro use exists in ldacal population,

Consultation Question 4: Are you aware of any further evidence or Information which weuld
improve the assumptions or estimates we have made in the consultatlon-stage impact
_assessmant?

"Mo specific observations/comments but would support views outlined in para 35 of draft ASH
response which has been circulated

Conclusions:

+ Sound and compelling evidence to support the Introduction of standardised packaging
as part of broad policy oblectives to reduce the incidence and prevalence of smaking,
lmproving the health and wellbeing of children and young people, and reducing
premature martality,. They will complement and enhance the extensive tohacco
measures which have already been implemented into UK law over the last decade and

enforced by local authority TS Departments.

» Standardised packaging would remove the attraciive promotional aspect of existing
tobacco packaging. A review by Stirllng University found strong evidence that
standardised packaging would reduce the attractiveness and appeal of tobacco
products, Increase the noticeabllity and'effectiw.reness of health warnings and messages
and reduce the use of design techniques that may mislead consumers about the




harmfulness of tobacco products. {Plain Tebacco Packaglng. A Systematic Review,
University.of Stirling, 2012} http://phre.[shtm.ac.uk/papers/PHRC 006 Final Report.pdf

& Our 2013 Quallty of Life survey shows that there are still 21% of Bristol residents living In a
household with a smoker. There is no room for complacency, as many of those affected by
this will be young people, Chantler Revlew “There 1s a conclusive body of evidence that
standardised packaging, over time, will contribute to a reduction in the prevalence of
smoking, Including reducing the rate of children taking up smoking” Introducing this
measure [5 a must fram 2 public health perspective

Smoking — Bristol Quality of life survey 2013

% roapandents wha live in
housseholids with a smaker

o
ﬁ fAw 12.7
128 to 101
ﬁ 19.2 t0 26.8
W o oaa
[ EBLEL:

2013

»  Children born to mothers who smoke are six times more likely to start smoklng compared
with those born to mothers who are smokefree. Qur [atest data indicates an increasing
trend currently at 12.7% of women in Bristol who are smoking at time of dellvery- natlanally
this is 1250, Locally we need to reverse this trend and the Introduction of standardised .

" packaging will support this,
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In the southwest Brlstol have the highest rate of smoking related huspﬂa] admissions aind
the second highest rate of smoking attributable deaths in adults.

There are in excess of approximately 73,000 smokes in the City of Bristol. It [s éstimated the
Introdustion of standardised packs would lead to a 3.5% reduction in smokers which equates
to approximately 2555 persons.

It is estimated that Tobacco product sales in Bristol is worth approximately £162 millllan,
Therefore the 3.5% reductlan In the number of smokers that standardlsed packaging will
achieve is worth approximately £4.6 m][lmn money that could re-circulated into the Bristol

AConomy.

The data from 5W YouGov pallin 2011 showed that 45% of peaple In the Squth West were
in favour of standardised packs whilst 29% opposed, respondents in both opinions included
smukers and non-smokers.

It is important to emphasise that the public health beneﬂts of standardised packaging need
to be maximised by supparting anforcament through adequate funding of Trading Standards
services, regional illicit tobacco initiatives, and the partnership wark with the HMRC and the
Barder Agency. See para 35 of ASH response for ather factors which are’ necessar\r ‘to
maximise effect of this measure. :

If the Gavernment is committed ta the Intreduction of this legislation then must act with
haste to make it a reality before the next General Election in 2015.
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Consultation on the introduction of regulations for standardised
packaging of tobacco products — Response Form

a. Are you responding {required):

[]As a member of the public (go to question b)
[ ]As a health or soclal care professional (go to question b)
[ _]on behalf ofa business or as a sole trader {go to question c)

[<Jon behalf of an organisation {go to question c)

b. Please provlde your details and contact Information:

Name of respaondent (required)

Lo

Address of respondent {required). |

Contact email address (required): |

Now go to quas.tinn f

c. Please provide your organlsation’s details and contact information:

Name of arganisation (required]:

| Public Health City of York Council




Name of parson providing submisg]

Job Title (required):

Strategic Commissioner: Teenage Pregnancy, Substance Misuse and Risky--
Behaviours ' '

Contact address of organisation (required);

[ West Offices Station Rise YOrk YO1 6GA

ontact email ad

I
Xves
[ JNo '

s this the official response of your organisation? {required):

d K you are responding oh hehalf.nf a husi‘.nass, whai type Is It?
[ ]Tobacco retaller {Supermarket}

[ JTobacco retailer {ccm\.:renience store)

Dchacco retailer (other ty;ﬁe of sh;ap or business)

[ Jspectalist tobacconist

[ IDuty free shop




[ Jwholesale tobacco selier

[ ]Tobaceo manufacturer |

[JRetaller not selling tobacco products

[ ]Pharmaceutical industry

[ |Business involved i the design or manufacture of packaging

* [Jother (please provide details below)

If ather, please tell us the fype of business:

B. If you are responding on behalf of an organisation, what type Is t?

[ JNHS organisation

[JHealth charity/NGO (working at national level)

* KLocal Authority

DL_ucaI Authority Trading Standards or Regulatory Services Department |
[ JLocal tobacco control alliance |

DR&tail representative ﬁrganisation

[ Jindustry representative organisation

I:IDthar type of business representative organisatfon

IjUrwiﬁ.r'ar.*e.it:u,fr or research organisation

‘[ |Other (please provide details below)




if other, pleass tell us the type of organlsation:

f. Does your response relate to (required):
[<]United Kingdom

[ |England only

- [IScotland only

[ wales only .

[ JNorthern Ireland only

gd. Do you, or the business or organisatlon you represent, have any direct or
indlrect links to, or recelve funding from the fobacco ir)dustry? (required}

[<No
[JYes (please describe below)

If yas, please describe:

"h.  If you da not wish your details to be identifled in the summary report of
- consultation responses, please tick thls box L]




Consultation questions

1. Do you have any observations about the report of the Chantler Review that
you wish fo bring to our attention? ' '

- . —

2. Do you have any information, in particular any new or additional information
' since the 2012 consultation, relating to the wider aspects of standardised
packaging that you wish fo bring to our attention?

3. - Do you have any comments on the draft regulations, including anything you
want to draw to our attention on the practicalities of implementing the
regulations as drafted?

B | ) | n

4.  Are you aware of any further evidence or informatlon which would tmprove the
assumptions or estimates we have made in the consultation-stage impact
assessment? .

With regard to the exemption for tobacco products other than cigarettes and hand
rolling tobacco. All tobaceo products should be included. The basis for the exemption
of cigars and pipe tobacco etc. wa that they are not used by young people , however
this may send out the wrong message and make these produts appear to be less
harmiul. The dacument refers to Opinions and [ifestyle survey, Smoking Habits
Amongst Adults, where it states “almost all cigar smekers are mate and over 25, and
almost all pipe smokers tend to be male and over 20." (ONS 2013). If you use the
United Nations definition of youth/ young pecple it includes all those under 25
therefore would include the pipe smokers at least. Also it shouldn't Just be about
preventing uptake, it is also about encouraging and helping smokers fo stop.

Thank you for participating in this consultation.




The Department of Health and Devolved Administrations will only contact you should
we seek further information about your response.




How to get Involved in the consultation

The consultation will run for 6 weeks, from 26/06/14 to D?JDBIM Responses are
invited from any Interested group, company er person,

Responclants are encouraged to prowde their views online, but responses can ba
made in any of the following ways:

' Cumplatlng the online form on the Department of Health website at:

o Filling in the"respunse form by doﬁmlﬁading it at:

https: f A .gov.uk/government/co ions

o Emailing your response to:

TobaccoPackaging@dh.gsi.gov.uk

o Posting your response to

Department of Health

Standardised Packaging Tuhaﬂco Consultation
- PO Box 1126

CANTERBURY

CT1 8NB
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From:

Sent:
Ton _ Tobacco Packaging
Subject: Plain packaging
Dear SlrfMadam, .
Don't do it, it's undemncratlc to Impose sucha dracﬂnlan cund[tmn on a companies [egltlmate
product. '
DLS.

This email was received from the Internet and scanned by the Government Seeure Intramet anti-virus service -
supplied by Vodafone in partnership with Sj,rmantec N

DH users see Computer virus guidance on Delphi under Security in DH, for further detml In case of
problems, please call the IT: support helpdesk,
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Consultation on the introduction of regulations for standardlsed
packaglng of tobacco products — Resporise Form

a. Are you responding {requfred):

[Jasa mernber of the public {go to question b)
“[_]As a health or social care professional (go to question b)
[-]On behalf of a business or as-a sols trader (go to question ¢)

fj.” Ib_eh_a]_f of an organisation {go to quastin'n_ c)

b: Please provide your details and contact information:

Name of respondent ired)

Address of respondent (recuired):

.| North Tyneslde Council .

Contact email a

.- 'Now go'to question f

c.-  Please provids your organisation’s detalls and contact information:

Name of organisation (required);

| North Tyneside Councll




-Name of pérsun providin ' required}:

Job Title (required):

' ] Elected Mayor of No'rthﬂﬁ;;-le side : . — _ |

Contact address of organisation {requ'ired}_: ;

- Qqﬂzg_d.rant East, Silveriink North, Colbalt Business Park, Norih tyneside, NE2 70BY _ |

| Contact-email addr

Is this the official response of your organisation? [requifed]: :
.{EYE.!S
[ INo

d. If you are respondling on behalf of a business, what type is it?
o :
[_JTobacco retailer (supermarket)
.DTgbacco .r'eta-iler {cdn\.fen_iance Et.i.:Irﬁ]
-. DTabacco re-taile.r (Dthe.r type of shop or business)

[ ]Specialist tobacconist

[ Duty free shop

L8




| [ JwWholesale tobacco seller -
[ |Tobacco manufacturer
[ JRetailer not selling tobacco products
DPharma.ceﬁtical industry
DBﬁsiﬁess involved in the deslgn or manufacture of packaging

[_]Other (please provide details below)

If other, please tell us the type of business:

| N/A

e. If you are responding on b.ehalf of an organisation, whaf type [s It?

[ ]NHS organisation

[ JHealth charity/NGO (warking at national level)

[<Local Authority |

|:|Locél- Authﬂrity'Tracli_ng Standards or Regulatory Services Department
[ ]Local tobacco control éliiance

[ JRetall r‘apresentativé nrganisafion

[ ]tndustry representative organisation

[ _]0other type of business representative organisation

|:|Uni1n.re~rsityr or research organisation

[Jother (pleass provide details below)




- I other, please tell us the type of organisation:

. | Does your respénse rélat& fo {required):
[ JUnited Kingdom |

| PXEngland only
DScdtlan_d only
[ wales oniy

[ |Northern Treland only

g. Do you, or the business or organisation you reprasent, have anjr direct or
indirect links to, or receive funding from the tobacco industry? (required)

D<No
 Yes (please describe below)

If yes, ;ﬁleasa describe:

h. If you do not wish your details {o be Identifled In-the summary report of
consultation responses, please tick this box ]




Consultation questions

1. Do you have any observations about the report of the Chantier F{ewew that .
you wish to bnng to our atfention?

[ North Tyneside Council was amongst the first local authorities to sign up to the
Local Govermment Declaration on Tobacco Control, signifying the extent of suppart
and importance placed on this locaily. As such, North Tyneside Council alsc
rasponded positively to the 2012 consultation on standardised tobacco packaging,
along with all other eleven North East local authorities.

We welcome the findings of the Ghantler Review; particuiarly the impact that -
standardised tobacco packagmg could have on uptake of smoklng among young

people,

Smoking is the leading causs of health inequalities In the UK, The richest smokers
die earlier than the poorest non-smokers as found in Gruer ‘et al {1) who concluded
that the scope for reducing health inequalities related to social position is IimifErd
unless many smokers in Iower social positions stop smeking.

Tobacco use Is the leading cause of premature death and preventable disease. In
the North East, 5,500 deaths every year occur as a result of tobacco use. In North
Tyneside alone, we estimate that there are over 300 deaths a year, directly as a
result of tobacco.

Around 9,000 young people in the North East start to smoke every year and we need
to do all wa can to ensure that this number reduces fo negligible levels. Repsaated
surveys of North East smokers have found the average age of try'ing cigarettes and
starting to smoke to be 15.

We pﬂl‘tlﬂlﬂarhl’ walcome Chantler's rebuttal of the tobacco industry's allegations
around the impact of standardised packaging on the illicit tobacco trade. Chantler is
not convinced by the tobacco industry’s argument that standardised packaging
would increase the illicit marke!, especially In counterfelt cigarettes. Recent figures
from Australia have alse indicated that the lllicit market has not increased since the
introduction of the measure and that tobacco use is-at an all-tims low (2).

We consider that the case for standardised packaging has been made and that
regulations should be laid before Parliament in advance of the 2015 General -

Elaction.

{1} hitp:ffiwsww.ncbi.nlm.nih.gov/pmc/articles/PMC2645845/
(2) http:/fwww.health .gov.aufintemet/main/publishing.nsf/Content/tobacco-kff




2. Do you have any information, in particular any new or additional information
since the 2012 consultation, relating to the wider aspects of standardised
packaging that you wish to bring to our attention?

A considerable amount of new information on thempotentiél effectiveness of
standardised packaging has emerged since the previous consultation in 2012. -

Support for standardised packaging is at an all-time high with 69% of people in the
North East in favour {3) and only 9% opposing. Nationally, public support is equally
high, and perhaps surprisingly more smokers support standard packs {32%) than
oppose {30%) with the remalnder ambivalent or undecided. Qur experience of-
talking to smokers on this issue suggests most smokers are very keen for their
children not to start.

Further measures 1o regulate tobacco are popular wi_th the public — only 12% of "
people in the North East think the government is doing too much to tackle smoking

(4},

In spite of arguments to the contrary by those opposing standardised packaging,
here is still a worrying lack of awareness about the impact that smoking has on
health. Research gathered during the development of the North East ‘Don't be the
one' campaign suggests that 90% of North East smokers underestimate the risk that
smaking kills one in two of al! long term smokers. When informed of the true risk
B5% admitted they find the true risk (5) worrying and 43% said it is "very worrying."”

82% of smokers in the North East WISh they had never started and 68% say they
Wﬂu|d like to be able to quit,

The Narth East submitied the results of focus groups of smokers and non-smokers
-aged 18-24 during the original consultation, during which examples of Australian
standardised packs were rated as likely to be most harmful and less attractive than
packs, with many young people feeling their greatest potential lay In dissuading
young experimenters, occasional smokers and non-smokers (the stated aim of the
polley rather than existing adult smokers). Discussions with young people since then
has revealed further the potential impact standardised packs could have, including
this film featuring two young female smokers from Gateshead, Tyne and Wear
comparing examples of Australlan standardised packs with current branded
cigarattes. Quctes from the yc:-ung smokars included:

"It tells you... like more what it can actually do to you. They've [brancled packs]Just
got like... little pictures on the back that you can't see when you're buying them."

"IY'll probably make us want to qﬁit smoking... like I'd probably try more than what |
ever have" (6). ' .




In Australia, research has shown that social norms in smoking behaviour are already
beginning to change as a result of the implementation of standardised packaging.
There has been a sharp rise in the number of calls to the Quitline New South Wales
service (7) and that smokers are less willing to display their packs in public or to
smioke in outdoor public places particularly where children are present (8).

Figures released by the Australian government In July have shown adult smoking
rates have failen significantly between 2010 and 2013 {9). . In 2010 daily smoking
prevalence amongst those aged 14 or older stood at 15.1% and has now fallen to
12.8%. The latest survay was conducted. before the Australian Government’'s
tobacco tax increases in Decamber 2013, ruling out price as the primary reason for
the dramatic fall in smoking during this 12-month period. Standardised packaging ls
the only major policy change over thls time period and is therefore the most likely
reason for the significant fall in smoking prevalance,

We are aware of Tobacco industry oppaosition to standardised packaging, particularty
the tactic of misusing data on the extent of the illicit tobacce trade. My officers have
identlfled some apparent examples of this in our local media. Yet recent evidence
from all reputable surveys shows that the illicit tobacco market is on-a sustained
long-term decline. Thers is alse no evidence that standardised packaging would lead
to an increase In the llicit trade, Irrespeactive of this, we know that all tobacco — legal
or illegal — will kill cne in fwo of its long tarm users, '

The tobacco industry repeatedly claims that cunsumptiﬂn of illicit tobaceco will he
increased by policies such as higher tax io reduce smoking and resfricting tobacco
promotion to reduce youth uptake, even though official figures show the illegal
tobacco market has in fact decreased in the UK as a resuit of the introduction of
such measuras over a number of years. In November 2013 the chair of the Public
Accounts Committee accused fobacco multinationals of deliberately oversupplylng
Eurcpean markets, with the tabacco smuggled back into the UK. Committee Chalr

Margaret Hodge said:

“The supply of some brands of hand-rolling tobacco to some countries in 2011
exceeded legitimate demand by 240 percent. HMRC must be more assertive with
these manufacturers. So far it has not fined a single one of them.”

The tobacco industry also claims that standardised tobacco packaging will be
cheaper to counterfeit. In fact, the production costs of currentillicit cigareites,
including packaging, are already very low, at around 20 US .cents a pack {10).
Counterfeiters are able to produce quality replica packaging at low prices in a short
time; therefore outside packaging is a very poor Indicator of whether a pack of
cigarettes is licit or illicit. Furthermore, if standardised packaging was introduced,
enforcers would easily be able to identify counterfeit and smuggled branded packs

and llllcit white packs.

All security features on current packs will also be present on standardised packaging
and additional international tracking and tracing mechanisms to tackle the illicit




tobacco trade are required thmugh Article 15 of the revised EU Tobacco Prnducts
Directive and Article 8 of the WHO FCTC lllicit Tracle Protocol.

A briefing frcm the Tackling lllicit Tobacco for Better Health Partnership on the
tohacco industry and their tactics In using illegal tobacco arguments o oppose
fobaceco control measures can be found here: http:/fwww.illegal-tobacco.co.ulkiwp-
content/uploads/2014/03/lllegal-Tobacco-The-facts-about-the-Tobacco-Industry-v3-
28-05-14.pdf

HMRC estimates that in 2000 around 20% of cigarsttes and 80% of hand-rolling
tobaceo (HRT) smoked in the UK were smuggled, costing over £3 biilion a year in
lost tax revenue {11). HMRC data suggests that by 2012/13 (the latest year for
which this information is available) the illicit market in cigarettés had fallen to around
9% of the UK market, and in HRT to around 36% of the market with an associated
revenue loss of £2 billlon [mldpmnt] down from £3 billion in 2000 {12).

A report commissioned jointly by the four transnational tobacco companies {Erltlﬁh
American Tobaccao, Imperial, JTI and Philip Morris International {13)) provides
astimates on the scale and developmant of the illicit cigarette market in Europe and
reports that consumption of counterfelt and contraband declined In the UK by 6.2%,
despite indusiry-generated articles suggesting that there has been an Increase.

The experience from England shows that comprehensive programmes tackling illicit.
tobacco can change the social norms, reducing the size of the illicit tobacco market,
reducing the proportion of smokers buying illicit tobaceo and increasing the public’s
likelihood fo report intelligencs. For example, in the North East between 2009 and
2013, following partnership development, three bursts of soctal marketing activity
and enhanced intelligence and enforcement models:

. The proportion of smokers buying illicit tobacco had dmpped from 24% to
17%

. The size of the illicit toebacco market had shrunk from 15% to 9%

. The proporticn of smokers who buy illicit tobac:cc- believing that euerybcdy
does it shrunk from 45% to 258%

. The.proportion of adults wha are uncomfortabie with the illicit tobacco trade

rosea from 57% to 70% (14).

A major Trading Standards survey in the North West of England has shown that
fewer young children are accessing illicit tobacco products. Betwean 2011 and 2013
there were reductions in;

. The proportion of young people who have bought cigarettes from sellers such
as neighbours, car boots and [ce-cream vans from 42% to 27%

g The proportion of young people who have bought fake cigarettes, down from
28% 0 22%

. The proportion of young smokers whn have ever bought single cigarettes, -
from 67% to 49% {15). .




The tohacco industry has also extensively used. misinformation from the Australian
experience of introducing standardised packaging. This includes the releass of
mis(eading figures on tobacco consumption in Australia, In November 2013, a study
{ by the consultancy firm London Economics, funded by Philip Morris, reported that
since the measure was introduced, there had been no significant change in smoking
prevalence {16). However, the study used an online survey panel which was not
representative of the general population and had a higher than average smoking
prevalence, and the sample size used was not sufficient to determine statistically
significant changes (17). :

Mors recently, statistics from Australia were circulated in June 2014 claiming that
cigarette sales had Increased in Australia since the introduction of standardised
packaging. A number of these articles appeared in one key newspaper in Australia
that had opposed standardised packs, and which were then picked up in coverage in
national newspapers in England. Howevar, official figures from the Australian
Bureau.of Statistics (ABS) show that in March 2014 tobaccoe consumption in the
country was the lowest ever recorded. Analysis in Australia suggests the incorrect
statistics ware misreported in an attempt to discourage Ministars in the UK from
proceeding with standardised packaging {18). The recent figures released by the
ABS show that total consumption of tobacco and cigarettes is cumently the lowest
gver recorded, dropping from $3.508bn in December 2012 (when standard packs |
were introduced) fo $3.405 billion in March 2014 (19). After population growth s
taken into account tobacco sales per person have continued to decrease from 820.4
cigarettes in 2012 to 906.8 in 2013 (20). The Commonwealth Treasury has further
advised that tobacco clearances (including excise and customs duty} fell by 3.4% in
2013 relative to 2012 when standardised packaging was introduced.

Tobacco retallers in the UK, often backed by tobacco-funded organisations, have
suggested that the introducfion of standardised packaging means that it will take
longer to serve customers and that convenience stores will lose custom. However,
research in Australia (21) has shown that "retailers quickly gained expearience with
the new legislation... The [ong refrieval times predicted by tobacco industry-funded
retailer groups and the consequent costs they predicted would fall upon smail
retailers from plain packaging are unlikely {0 eventuate.”

(3) YouGov 2014

(4) YouGoy 2014 : o '

{5) The Doctors Study” (Doll R, Peto R, Wheatley K, Gray R, Sutherland . Mortality
in relation to smoking: 40 years ochservations on male British doctors, British Medical
Joumal 1924; 302:801-911.).

{B) http:/ivww.youtube.comfwaich?v=R1AEH4Pamiw

{7} https:/Awww.mja.com.au/journal/2014/200/1/association-between-tobacco-plain-
packaging-and-quitline-calls-population-based

(8) http:ffonlinelibrary.wiley.comfdoi/10.1111/add. 12466/abstract

(9) hitp:/iwww. aihw.gov.au/alcohol-and-other-drugsindshs/




(10)
hitp.ffwww.cancerresearchuk.org/prod consumpfgmupsfcr ccmmonf@nre!@polfdoc
uments/gsneralcontent/'smuggling_ fu[lrepnr't pdf

{11} _
hitp:/fcustoms.hmrc.gov.uk/chamneisPortalWebApp/channelsPortalWebApp.portal? _
nfpb=true8_pageLabel=pageLibrary_MiscellaneousReports&propertyType=docums
nt&columns=1&id=HMCE _ F‘RDD1 031246 '
(12)

https:/fiwww.gov. uldgc:vernmentfuploadsfsystemfupluadsfattachment dataffila/24954
3/131002_Publication_of Tobacco_ Tax _Gap_estimates_2012-13.pdf

(13}

http:fwww.pmi.com/eng/media_s ﬂenterfmadla kIthc:cumentsfSUN%EDRepuﬂ%ZﬁEﬂ
13.pdf

(14} http fwww.illegal-tobacco.co.ukfwp-

.| content/uploads/2014/03/NE_lliicit_Tobacco_Report_key_ findings.pdf .

{15} hitp:#ftobaccofresfuturas.orgfwp-content/uploads/2013/08/8353 TSNW-Younga
Persons-Alcohol-Tebacco-Report_130605_YV3.pdf . :

{16) http://londoneconomics.co. ukdwp-content/uploads/2013/1 1/London- Ecﬂnc:-mlcsn
Report-Australian-Prevalence-Final- Report—ZE-'H-EDTS pdf

(17)

http:/fwww.cancervic.org.aufdownloadsfobacco ccntrolfzmsmnthue by Cancer_C
ouncll_Victoria_on_report_by PMI_26.11.13.pdf -

{18} hitp:/fAwww.abe net.au/mediawatch/transcripts/s4026465 . htm

(19) http:/www.health.gov. aufintemet/main/publishing.nsf/Content/fobacco-kif

{20} hitp//www.theguardian. comisociety/datablog/2014/jun/06{is-smoking-
increasing-in-australia

(21) hitp:fftobaccocontrol. bm].com/content/ earlw’Em 3/05/25/tobaccocontrol-2013-

. 050987 .abstract

3. Do you have any comments on the draft regulations, including anything you
want to draw to our attention on the practicalities of implementing the
regulations as drafted? - '

‘We broadly walcome the comprehensive draft regulations particularly in terms of the
stipulated colour of tobacco packets; the minimum number of cigarettes or minimum
welight of hand rolling tobacco that a packet can contain; the reassurance that these
regulations will not affect other labelling requirements for tobacco products such as
health warnings and fiscal marks; the scope of the regulations across the UK, the
clarity of the regulations in relation to their impact on trade mark protection; the
scope fo include the changes required for Direcﬂve 2014/40/EL).

However there are some issues with the draﬂ regu]atrmns that we would like to see
addrassed. :




The draft regulations apply only to cigarettes and hand-rolling tobacco. We believe
that the regulations should also apply to specialist tobacco products including cigars,
cigarillos and ‘blunts’. The ratlonale for this exclusion is low rates of use, particularly
by young people, and that the provision is made that the regulations could be
axtended if young people become increasingly attracted to these types of tobacco, -
Our view Is that this opporfunity should not be missed to highlight to young people
the dangers of these products before consumption increases and that the regulations
should be sxtanded now to include specialist tobacco products rather than when
these products have become a problem so that there is a level playing field.

The draft regulations do not propose requirements relating to the size or length of

cigarettes. Evidence In the North East shows that young women in particular are

attracted to slim cigarettes therefore regulations should be included to stipulate a

minimum size of cigarette. This would also prevent any opportunity for slim

| cigarettes to be repositioned as cigarilios thereby becoming exempt from ragulations
given their specialist tobacco products status (unless this exemption is removed as

recommended).

The draft regulations do not propose requirements relating to the size of a cigarette
or tobacco packets themselves. Instead, the only stipulation in terms of size is
‘cuboid’ and this is open to fnterpretation. This is a real concern and a potentiat
weakness in the regulations. Dimensions should be provided to ensure consistency
and to prevent the fobacco manufacturers from determining the size themselves and
using it as a means of product differentiation. In Australia, the minimum dimensions
for a 20 pack of clgarettes are stipulated as follows and we recommend the UK
govarnment follows this model:

Physical features of cigarette packs.

The dimensions of a cigarette pack, when the flip-top lid is closed, must not be:
(a)  Height — Iess than 85 mm or more than 1235 mm; and

(b)  Width — less than 55 mm or more than 82 mm; and

{(c) Depth — less than 20 mm or more than 42 mm.

The draft requirements prevent packaging from producing a noise or'scent but do not
prohibit any smell arising from a permitted additive. - Tobacco manufacturers willbe
innovating packaging now to ensure they can work around thess regulations
therefore we feel than any scent other than that which normally arlses from tobacco
products should be prohibited. This Is particularly relevant for menthel cigarettes
which, under the directive 2014/40/EU, have an exemption until 2020. The
development of capsule cigareftes shows that the iobacco industry is still innovating

1 in this area. '

The requirements only apply to retail packaging of tobacco products and not-
packaging that is used only within the tobacco trade, for example for stock
managemant in a warehouse or wholesale premises. It would be preferable for the
requirements to apply to all tobacco packaging to avoid any potential confusion over

definitions of warshouses.




To aid enforcement of the regulations, it would assist if images of the packages,
surrently in Appendix C of the consultation document, wera placed in the body of the
regulations. A similar approach is used in other legislation that has specific labelling
or presentation requirements, for example the regulations on pack health warnings.

Local authority Trading Standards Officers will be tasked with enforcing this
iagislation. Trading Standards departments are playing an increasing role in public
health and in tobacce confrol in particular. We feel therefore that it is important that
the UK government invests in this vital service and provides it with the leadership
and powers it needs to sustain this vital funclion.

4. Are you aware of any further evidence or information which would Improve the
assumptions or estimates we have made in the consuitation-stage impact

~ assessment?

We welcoms the overall recommendations of the consultation-stage impact
assessment particularly its statement that the implamentation of standardised
tobacco packaging is worth pursuing now and that the cost of delaying a decision is
too great in public health terms.

We welcome the decision to review the policy after five years which will ailow time
for early impacts fo become clear although it needs to be horne in mind that long
term impacts such as reduced youth uptake, reductions in smoking prevalence and
improvements in public health will take many years to manifest,

We understand the difficuity of appcrtibning valua to certain autcomes from
interventions but there are some statéments within the impact assessment that are

particularly difficulf to accept including:

“An additional benefit [of implementing standardised packaging] is the possible
enhancement of price competition between tobacco companies and the potential for
accelerated product innovation to exploit other avenues for product differentiation.”

“consumer surplus [identified as a cosf] represents the loss of the abllity of those
who continue to smoke to gain the Intangible benefit associated with smoking a
particular brand that only the packaging of that brand, as It is currently available, can

produce” —_— - —

The reality is that all cigarette-s., regardléss of brand or price,' will kill one in two of its
long-term users. Making products more affordable or more attractive cannot be

judged to be a benefit.




Wae support any effective measures to maintain the costliness of tobacco in particular
adjusting rates on tobacco duty above those currently required by the duty escalator;
given that price is the slngle most effective policy lever for reducing smoking
prevalence available to governments. Peto (22} has recommended an approach fo
taxation that would have a significant impact on consumption: tripling inflation-
ad[usted specific excise taxes on tobacco which would approximately double the
average price of cigareftes (and more than double prices of cheaper brands) which
would reduce consumption by about a third and actually Increase tobacco revenues
by about a third. We can fully expect the tobacco industry to respond to
standardised paekeglng by dropping prices to make smoking more affordable.

The impact assessment considers the potentlal costs that may arise through
increasas in the demand for and the supply of illicit tobacco. Hewever we draw the
consultation team’s attention te .

« " The findings of Chantler who is nat convinced that standardised packaging
would increase the illicit market and found no evidence that standardised packaging
is easier to counterfeit :

+ - Evidence from Australia which has shown there to.be no increase in the illicit
tobacco trade since the measure was introduced, whilst overall tobacco consumption

has fallen

. The conclusion of the Home Affairs Committee inquiry into tobacco smuggling
which recommended that any risks in this area could be mitigated by i mereeerng
enforcement action

. Peto's view (23) that use of specific excise taxes on tobacco {rather than ad
valorem taxes), stronger tax administraflon, and practicable controls on organised
smuggling can limit the problem. Even with some smuggling, large tax increases
can substantially reduce consumption and increase revenue especially if supported,
by beiter tax enforcement

. The impact that social marketing can have on reducing smoking at population
level and, in tum, reducing the illagal tobacco market, as seen In the North East,
North West and South West where the illicit tobacco market share has reclueed
significantly

The impact assessment also considers the costs for retailers and states that,
anecdotally, the profit marging on the sale of tobacco may be relatively low. John
McClurey, elected member for Gateshead Council and Independent retailer in
Newcastle, maintains that:

"Most traders rely less and Ieee on fohacco profits since the gross profit is so small. |
make as much profit from a pack of chewing gum as a £6 pack of cigarettes. What




my customers save by quitting or never starting to smoke, they can spend on other
things. That means more money Info the local economy.”

Evidence shows tobacco control polictes should be comprehensive and
complementary if they are to achieve maximum possible impact. Standardised
packaging was introduced in Australia in conjunction with larger health warnings and
sustained mass media campalgns, the per capita equivalent of which at exchange
rates would be £33.7 million a.year in the UK. Australia is aiso committed to annual
increases in tobacco taxation of 12.5 per cent over inflatton each year for four years
| from December 2013. Therefore consideration by the government must be given fo
the following areas if the full public health beneﬁts of standardised packaging are to

be realised:

»  Funding a sustained mass media campaign to support the implementation of
standardised packaging :
. Ensuring that stop smmkmg sarvices are: funded adequately

. Supporting and investing in efforts fo reduce the supply of and demand for

illicit tobacco through partnerships betwean health and enforcement based on the
model of the Tackling Ilicit Tobacco for Better Health Partnership (24} '

1 Considering tax rises on tobacco products over and above the existing
aescalator, particularly to counteract any possible negative effects from brand-shifting
orprice-cutting

. Considering further levies on the tobacco industry based on local sales data
and designed to fund broad tobacco control and health costs caused by tobacco

consumption.

The benefits of introducing standardised packaging' identified in the impact
assessment far outweigh the costs, many of which can be quantiiied at a local level:

. Qverall, the main smoking related diseases are conservatively estimatéd to
cost the NHS across North Tyneside alone £9.4 mlllion per year :
’ The cost of stmoking-related hgspital admissions in North Tynemde Is

calculated to hea nearly £6.7 million per year
. An additional £2.6 million is lost to the local econoimy each yearthrough

increased levels of absence from work from smokers compared to their non- smnking
counterparts, which accounts for over 29,600 addltmna] tost days of productwlty per
year in North Tyneside. :

(22) http:ifwww.nejm.orgfdoiffull/10.1056/NEJMra1308383
(23) hitp:fivww.nejm.org/doifull/10.1056/NEJMra1 SDESBS
(24) www.illegal-tobacco.co.uk _

Thank you for participating in this consultation.




The Department of Health and Devolved Administrations will only contact you should
we seek further information about your response.




How to get Involved in the consultation

The consultation will run for 6 weeks, from 26/06/14 to 07/08/14. Responses are
invited from any Interested group, company or person.

Résmndents are encouraged to provide their views online, but responses can be
made in any of the following ways:

Complatlng the online form on the Department of Health webslte at:
stanclardmed- ackagin

o Filling in the response form by downloading it at;

https: GOV Uk, ment/consultatio

o Emailing your response fo: .

TobaccoPackaging@dh.gsi.gov.uk

o Posting your response to

Department of Health

Standardised F'ackaging Tmbacco Consultation
PO Box 1126 : '
CANTERBURY

CT1 9NB




Dﬁgﬁg, Social Servies
and Public Safety

' ThE‘ SCDttiSh vemndhggnsnl gy ik
| Llywodraeth {ymru overnment
Of HEB. th Welsh Government gaghauas Hia beilba

Consultation on the introduction of regulations for standardised
packaging of tobacco products — Response Form

a. Ara you respondling (required):

[_JAs a member of the public {go to question b)
[ ]As a heaslth or social care professional {go to question b} |
[ ]On behalf of a business or as a sole trader (go to question ¢)

[<0n behalf of an organisation {go to question ¢)

b. = Please praﬁide your details and contact information:

Name of respondent {required}

Address of respondent (required):

Contact email address (required): '

Now go to question f

T

C. Please provide your ofganisation’s details and contact information:

Name of organisation (required):

[ London Borough of Enfield — : | -




Name of person providing submisslon {required):

Job Title {required):

| Councillor

Contact address of organisation (required):

[ Enfield Civic Centre, Silver Sirest, Enfield. EN1 9XL

ontact email address (re ed]f '

official response sation? (required):

d.  If you are responding on behalf of a business, what_tjrpe is it?

| 'D.Tubac_cg retailer (supermarket)
D;i'nbacc-,o retailer (onvenlence store) .
[ ITobacce retailer (other type of shop ér business)
DSpecialisi tobacconist

. [ ]puty free shop




[ |Wholesale tobacco seller

D_Tnbaﬁco manufactl.;rer

DRetailer not selling tobacco products

[ |Pharmaceutlcal industry

[ JBuisiness invﬁlved in the design or manufacture c:-.f pac;kaging

[ |Other (please provide details below)

If other, please tell us the type of business:

a. If you are responding on behalf of an organisation, what type is 1f? .

[_JNHS organisation

[ JHealth charlty/NGO {working at national level)

DJLocal Autharity -

[ JLocal Authﬁrity Trading Standards or Regulatory Sewices.Department
[ Local fobacco control alliance |

DRatail representétivé crganisation

E]Ir‘u:iustryr representative organisation

[_JOther type of business repres'entative orgénisatiﬁn

[ JUniversity or research organisation

DDthEﬂ‘ (please provide-detalls below)




If other, please tell us the type of organisation:’

g f.. Does ynu;‘ response relate tﬁ (required):
BUnited Kingdom |
I:]Englénd only | ._ i
[Tscotiand only
[ |wales only

‘[ INorthem Ireland only

g. Do you, or the business or organisation you represant, have any direct or
indirect links {0, or receive funding from the tobacco industry? (requirad}

[No
[<Yes (please describe below)

If yes, please describs;

| The LBE pension fund has shares in tobacco companies _|

h. If you do not wish your details to he [dentifled In the summary report of
consultation responses, please tick this box []




Consultation questlons

1. Do you have any observations about the report of the Chantler Rewew that
you wish to bring fo our attention? '

The Chantler review was explicit; standardised packaging is likely to lead to a
modest but important reduction in smoking. As the Enfield Cabinet member with
responsibility for protecting and improving the heaith of the public in Enfield | believe
that the Government has a moral responsibility to do all It can to reduce smoking and
tobacco use. Introducing plain packaging will reduce the appeal of cigarettes /

‘1 tobaceo and help te reduce the prevalence of the greatest cause of mortality and
health inequalities In Enfield and the UK.

2, Do you have any information, in particutar any new or additional information
since the 2012 consultation, relating to the wider aspects of standardised
packaging that you wish to bring to our attention?

LB Enfield recently commissioned & report into smoking in the Turkish population i
Enfield. Our report indicates that many young people do not recognise shisha as
smoking ror that it has significant health effects nor that it is addictive. | therefore
walcome the plain packaging of all tobacco products as it will send a clear message
to our young people that tobacco use, in all its forms has profound implications for
health.

3. Do you have any comments oh the draft regulations, including anything you
want to draw to our attention on the practicalities of implementing the
regulations as drafted?

There is wldespread consent about the implementation of measuras to control
tobacco use. We would urge that any regulations to packaging ensure that shisha

smoking Is clearly identified as smoking tobacco with severe hiealth implications.

4, Are you aware of any further evidence or information which would improve the
assumptions or astimates we have made in the ccnsultatlnn -stage impact
assessment? '




The DH will be aware of the 15% fall in smoking in adulis since the Intraduction of
plain packaging in Australia which is echoed by the increase in those aged 18-24

who had never smoked,

Thank you for participating in this consultation.

The Lepartment of Health and Devolved Administrations will only contact you shﬂufd
we seek further information about your response.




How fo get involved in the consultation

The consultation will run for 6 waeks, from 26/06/14 to 07/08/14. Responses are
invited from any interested group, company or person,

Respondents are encouraged to provide their views online, but responses can be
made in any of the following ways: -

Completing the aﬁl_ina form on the Department of Health wahslte at:
- http:/fconsultations.dh.gov.uk/fobac indardised- ing-of- - cts-
1 .

o Filling in the response form by 'ﬂawnload[ng it at:

httos: /fwww.gov.uk/government/consultations

o Emalling your response to:

Tc:-hacf:r:rPackaging@dh.gsi.gov.uk. _

o Posting your response to

Department of Health
Standardised Packaging Tobacco Consultation
PO Box 1126 ) '
CANTERBURY

 CT19NB




