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Smith L (Lee-Anne)

From: Glen J (John)

Sent: 01 March 2007 10:05

To: Smith L (Lee-Anne)

Subject: FW: Philip Morris Comments on the Smoking Prevention Working Group Report

JOHN GLEN
Tobacco Control Team
Public Health & Substance Misuse Division
Area 3 E
St Andrew's House
EDINBURGH
EH1 3DG

Original Message
From: Mohrmann, Christine [mailto:Christine.Mohrmann@pmintl.com]
Sent: 28 February 2007 16:59
To: Glen J (John)
Subject: Philip Morris Comments on the Smoking Prevention Working Group Report

This email has been received from an external party and

has been swept for the presence of computer viruses.

John

Thank you for the opportunity to provide comments on the consultation on the Smoking Prevention
Working Group Report: Towards a Future Without Tobacco.

Please find attached our submission.

If you have any comments or questions, please feel free to contact me.

Yours sincerely

Chris Mohrmann
Corporate Affairs Manager UK/Ireland

Philip Morris Limited
5 Thameside Centre
Kew Bridge Road
Brentford TW8 OHF
United Kingdom
P: +442082326005
F: +442082326009
M: +44 7801 799 540
christine.molirmannCg),pmintl.com
www.philipmorrisinternational.com

02/03/2007
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NOTICE: This communication may contain confidential information. If you are not the intended recipient, or believe that
you have received this communication in error, please do not print, copy, retransmit, disseminate, or otherwise use the
information. Also, please indicate to the sender that you have received this communication in error, and delete the copy
you received. Thank you.

PLEASE NOTE: THE ABOVE MESSAGE WAS RECEIVED FROM THE INTERNET.
On entering the GSI, this email was scanned for viruses by the Government Secure Intranet (GSi)
virus scanning service supplied exclusively by Cable & Wireless in partnership with MessageLabs.
In case of problems, please call your organisational IT Helpdesk.
The MessageLabs Anti Virus Service is the first managed service to achieve the CSIA Claims Tested
Mark (CCTM Certificate Number 2006/04/0007), the UK Government quality mark initiative for
information security products and services. For more information about this please visit
www.cctmark.gov.uk
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Philip Morris Limited's comments on the consultation on the
Smoking Prevention Working Group Report: Towards a Future Without Tobacco

28 February 2007

Philip Morris Limited ("Philip Morris")1 welcomes this opportunity to provide comments to the Scottish
Health Ministers on the Report of the Smoking Prevention Working Group: Towards a Future Without
Tobacco". We are providing our comments to the thirty-one recommendations put forward in the paper,
as set out in pages 7 through 10 of the Report.

Recommendations 1-4 - Targets and Research

We support the recommendation that the Government monitors smoking incidence and tobacco
consumption trends, including analyses by age, gender and income groups, and analysis of initiation and
cessation patterns and trends. Monitoring and surveillance is an important tool the Government can use
in developing and implementing tobacco control strategies.

Recommendations 5-7 - Raising the minimum age for sales of tobacco; introducing a negative
licensing scheme; enforcement.

We support the recommendation to increase the minimum age for sales of tobacco products from 16 to 18
years old as provided for in the draft Smoking, Health and Social Care (Scotland) Act 2005 (Variation of
Age Limit for Sale of Tobacco Purchase and Consequential Modifications) Order 2007. This would
bring the age limit into line with a number of other restricted goods, such as alcohol, and would simplify
enforcement. It would also be consistent with legislation in England and Wales (effective 1 October
2007); most Member States in the EU and other countries, such as Australia and New Zealand.

Smoking is addictive and causes serious and fatal diseases, including lung cancer, heart disease and
emphysema, and it is appropriate for governments to take measures to reduce the harm caused by
tobacco, including measures to prevent minors from smoking. Smoking should be a choice available
only to adults.

A minimum age law will only be effective if it is vigorously enforced. Thus, we support the
recommendation that measures are taken to ensure that much greater efforts are made to enforce the
prevailing legal age for sales of tobacco products. Retailers should check for proof of age - whether it is
a picture driver's licence, passport or proof of age card - for anyone appearing to be under 18. Today,
there are a number of identification cards used by the consumer. A universal proof of age scheme would
make it easier for the retailer to verify age. Retailers must also understand that failure to follow the law
will result in meaningful penalties, including the loss of the right to sell tobacco products in the event of
repeated violations. They should also receive guidance and training on the requirements of the law and
steps that can assist them in ensuring that they and their employees do not sell tobacco to minors.

1 Philip Moms Limited is the UK affiliate of Philip Morris International Management S.A.
(www.philipmorrisinternational.com). Philip Morris Limited is not a member of the UK Tobacco Manufacturers' Association.
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We support the introduction of a 'positive' licensing system applied to all retailers in order to help
enforce and monitor the law in a systematic way. A positive licensing system would clearly establish
rules and obligations for all retailers not to sell to underage persons. Consumers can also be reassured
that the retailer has a responsibility to adhere to the law. As the UK Department of Health's "Choosing
Health? White Paper" points out, a positive licensing system "would have the greatest impact on reducing
the number of illegal under-age sales by providing a clear incentive for retailers to comply with the law."
Similarly, the US Center for Disease Control advocates licensing of retailers in its "best practices" guide
to tobacco control, and the Canadian Public Health Association has stated that the "strongest deterrent for
a retailer selling to a minor is revocation or suspension of a license." A licensing system, accompanied
by effective enforcement, could assist government agencies by generating additional funds to cover the
costs associated not only with administration, but enforcement of the minimum age law. Licensing fees
should not be so high as to harm small or medium size businesses.

More broadly, we believe that an all-inclusive licensing system could be the cornerstone of
comprehensive tobacco regulation. Such a licensing system could ensure that 'only legitimate and
qualified businesses are engaged in the manufacture, importation and marketing, as well as the sale, of
tobacco products. A licensing system could assist the government in the monitoring and enforcement of
current and future regulations, including the prevention of sales to minors and measures to combat illicit
trade.

We recognise that introducing a positive licensing system will entail logistical and administrative
challenges. However, we believe a positive licensing system will be more effective in the long term than
a "negative" licensing system. Many of the benefits often cited by proponents of a negative licensing
scheme (e.g. no additional work for trading standard officers and the imposition an offence would cause
on a retailer's business) also hold true for a positive licensing scheme. Trading standards officers would
continue to monitor shops for compliance with under-age laws. However, with a positive license scheme,
the tracking of offences is tied to the license and repeat violators will have their license removed, which
would be equivalent to a prohibition order under a negative licensing scheme. In addition, a license can
be posted at point-of-sale in order for consumers to know their retailer is legitimate.

Whatever system is adopted, a licensing system will only work if the law is vigorously enforced. A
licensing scheme would not be successful without a realistic threat to retailers of deterrent penalties
imposed by the courts. We agree with the recommendation to take away a retailer's license to sell
tobacco products if there are repeated instances of breaking the law.

We also believe the law should make the purchase and use of tobacco products by minors unlawful. As
shown in the "Scottish Schools Adolescent Lifestyle and Substance Use (SALSUS) National Report:
Smoking, Drinking and Drug Use among 13 and 15 year olds in Scotland in 2004," many young persons
are given cigarettes by, or buy them from, friends and family. Underage persons should understand that
if they smoke or use other tobacco products that they are engaging in,unlawful activity. Customers should
automatically expect to have to provide proof of age when requesting purchase of tobacco from retailers.

Legislation to prevent minors from drinking alcohol is a good example of an effective system - minors
are fined for purchase and consumption, and those that provide alcohol to minors are also penalised. The
Licensing (Scotland) Act 2005 establishes a fine of up to £1,000 for an underage person for purchase or
consumption of alcohol; and a person who purchases alcohol on behalf of a child or sends a child to
obtain alcohol he could receive a fine up to £5,000. The Government should consider establishing
similar provisions for tobacco products.

Page 2



Philip Morris Limited's comments on the consultation on the Smoking Prevention Working Group Report: Towards a Future
Without Tobacco

Recommendations 8, 9, 15 and 16 - Taxation of tobacco products; cross-border limits; and
addressing illicit trade of cigarettes.

As a general comment, we agree with the World Health Organization that "price and tax measures are an
effective and important means of reducing tobacco consumption by various segments of the population,
in particular young persons." (Article 6, Framework Convention on Tobacco Control (FCTC)).

The Framework Convention Alliance, a group of NGOs supporting the Framework Convention on
Tobacco Control, states in its publication A Guide to Domestic Implementation of the FCTC:

"It is no accident that price and tax measures are the first item listed in the FCTC. Tax
and price measures are widely recognised as one of the most effective means of
reducing tobacco consumption, particularly among the young. Article 6 commits
Parties to treat tobacco taxation as a health measure, rather than solely a fiscal
measure, and encourages Parties to adopt tax and price policies that will discourage
tobacco consumption.

We agree with these views: fiscal policies, such as tax and price measures, should be an integral part of a
country's comprehensive tobacco control programme. Tax policies designed to achieve public health
objectives should recognise the fact that all tobacco products cause disease and that no product on the
market today has been found to be "safer" than others. Therefore, excise tax systems should be
structured so that all tobacco products, regardless of sales price, quality, form, weight or any other
characteristic, should pay the same tax.

Such policies, however, should be viewed holistically. For example, the government must consider
whether the existing tax system discriminates against different brands or manufacturers or whether the
tax rate on cigarettes is discriminatory when compared to the rate on other tobacco products. The
Government should also consider the potential impact of tax increases on smuggling and on legal cross-
border sales, and the potential of fiscal policies to encourage consumers to switch to cheaper forms of
tobacco or to low price cigarettes. In addition to the type of tax structure and the level of taxes on tobacco
products, governments should consider complementary fiscal measures, such as price measures, to
achieve the objectives of their tobacco control policies.

Recommendation 8 - Increase the price of tobacco products at a rate faster than inflation.

The Report recommends that the Scottish Executive urge the UK Government annually to increase the
price of tobacco products at a rate faster than inflation. We believe the Government's fiscal and public
health policies can be optimally balanced through an indexation of specific tax to the inflation rate and
growth in real income.3

In the mid to late 1990s, the UK Government employed a fiscal policy of steeply increasing taxes on
cigarettes in order to reduce consumption, particularly by minors. However, government data show that
while certain segments of the legitimate, duty-paid tobacco market, such as premium cigarette brands,
declined, overall tobacco consumption did not decline significantly. Rather than stopping smoking,
consumers switched to other tobacco products with more favourable taxation (such as hand-rolling
tobacco), opted to down trade to cheaper cigarette brands (subject to lower tax levels) and took advantage
of the availability of non-duty paid products. As a result, overall consumption of tobacco products was
higher than expected. According to ASH UK, "The freeze (in the UK) on tax increases on HRT [hand-

2 http://fctc.org/modelguide.
3 11* World Conference on Tobacco OR Health, Tobacco Fact Sheet: Tobacco Prices & Public Health (2000)("/f
is...important that tobacco prices be increased regularly or indexed to inflation to ensure that tobacco does not become more
affordable due to inflation or rising disposable incomes.")
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rolled tobacco} combined with a high penetration of contraband had made it price, competitive compared
to cigarettes and encouraged switching to HRT.'A

Thus, if there is to be an increase in taxation of tobacco products, we would welcome measures that do
not merely shift tobacco consumption towards low taxed products or products that pay no taxes in the
UK.

We believe the Government's tobacco tax policy continues to contribute to a considerable shift in
consumption toward cheaper products, particularly much lower priced hand-rolling tobacco. It is our
view that the low tax incidence on hand-rolling tobacco is the principal if unintended catalyst to this
situation. We therefore recommend the Scottish Executive urges the UK Government to tax all tobacco
products, such as cigarettes and hand-rolling tobacco, in the same way or at least to the same degree.

From an industry perspective, the low tax incidence on hand-rolling tobacco also undermines a level
playing field by providing hand-rolling tobacco products with an unfair, competitive advantage.
However, just like manufactured cigarettes, hand-rolling tobacco is harmful to the health of smokers.
Tobacco taxation policies should recognise the fact that all tobacco products cause disease and that no
product on the market today has been found to be "safer" than others.

Recommendation 9 - Make representations to the UK Government to urge health considerations are
taken into account in the decision making process of EU policy concerning the taxation of tobacco
products.

We support changes to the EU tobacco tax directives so that Member States can better achieve their fiscal
and health policy goals. We welcome the proposal that the Scottish Executive urges the UK Government
to make representations to the European Commission to take health considerations into account in its
review of the tobacco excise directives.

EU cigarette tax rules can and should be made more transparent and effective. Philip Morris has
developed concrete proposals for change to the EU Directives that we would be pleased to discuss with
you in more detail

Recommendation 15 — Limits on cross-border sales.

We agree with the recommendation to review the appropriateness of the current limits for the importation
of cigarettes from other EU countries for personal use and effectiveness of the controls.

The WHO's European Region representative observes that "strong national measures taken in a single
country can be undermined if trans-national dimensions are not properly addressed...."5 While tax
harmonisation within the EU would address this issue, harmonisation is unlikely to be achieved in the
short term.

With other EU member states having different tax policies on tobacco products, the price gaps between
the UK and the continent are significant. With the rise in budget airlines and the high indicative limit for
cross-border sales (3,200 cigarettes or 3 kg of hand-rolling tobacco), there is an incentive for travellers to
take advantage of the availability of cheaper tobacco products. For instance, the price of a packet of
cigarettes in the most popular price category in Spain is about £2.00 (€2.95/20s), in which the equivalent
in the UK is £5.33. Thus a smoker bringing back 3,200 cigarettes might "save" over £350.

4 ASH UK Comments on 2004 Budget.

5 WHO European Region Report at iii.
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We recommend that the cross border limits for imports from established EU Member States are lowered
to 200 cigarettes and continue at 200 for new EU Member States until EU tax harmonisation is achieved.
If the UK was to define units in the same way as expressed above for hand-rolling tobacco, then we
would suggest considering 150 grams (i.e., approximating to 200 cigarettes). The French Government
has implemented such legislation with success at the Spanish/French border.6

Recommendation 16 - Work collaboratively with the EC and other Member States to help develop a
comprehensive international protocol on illicit tobacco.

We agree with the Report's recommendation to urge the UK Government to work collaboratively with
the EC and other Member States to help develop a comprehensive international protocol on illicit tobacco
as agreed to at the first Conference of the Parties of the FCTC, increase the investment in staff and
equipment needed to control the influx of smuggled tobacco; and ensure that law enforcement authorities
in Scotland both put a high priority on activities aimed at reducing the influx of smuggled tobacco.

In addition to addressing public health and fiscal goals, it is critical that governments implement
measures to effectively counter the illicit trade in tobacco products. Preventing the smuggling and
counterfeiting of cigarettes must be a top government priority. As the FCTC states, "the elimination of
all forms of illicit trade in tobacco products, including smuggling, illicit manufacturing and
counterfeiting, and the development and implementation of related national law, in addition to sub-
regional, regional and global agreements, are essential components of tobacco control." (Article 15,
Section 1.)

As an example of governments making the illicit trade a priority, the European Commission, together
with Member States of the European Union and Philip Morris International have entered into a multi-year
agreement to fight against the shared problem of cigarette contraband and counterfeiting activity. This
agreement contains provisions addressing exchange of information, technical product analysis, customer
oversights and product tracking and tracing, all designed to support a government's efforts to do
everything it can to prevent the growing trade in illicit products.

The critical need to prevent the illicit trade, both contraband and counterfeit, is evident when the impact
of this trade on governments and companies is assessed. Governments around the world lose billions of
pounds of fiscal revenue each year as a consequence of the illegal trade in tobacco products.
Employment suffers because there are fewer jobs within the legitimate industry, consumers are often
duped into buying an inferior copy of the legitimate product and society, in general, suffer because
counterfeiting and the illegal trade often support organized crime.

Impact of illicit trade on public health policies. Because illicit products violate fiscal laws such as import
duties, excise taxes and VAT, they can be sold at much lower prices than legitimate, tax-paid products.
They therefore offer a cheaper alternative to tax-paid products and become particularly attractive as
excise taxes and other costs increase the price of legitimate products. According to the WHO's EU
Region, illicit trade results in "cigarette prices that are lower than expected, which results in higher
consumption leading to greater smoking-related health consequences."7 Further, "the illegal market can

6 Ministry of Budget & Reform response to question tabled by Assembled Nationale Deputy M. Gilles Bruno, 12 September
2006, Question No 99555. Pr6cis translation of response: The Parliament adopted in Budget 2006 a measure limiting cross-
border purchases of tobacco, provided by Articles 575G and 575H of the General Tax Code. Since 1 January 2006, a private
individual can freely purchase in another EU member state and personally import back to France one to five cartons of
cigarettes (or one kilogram of tobacco). However, purchases and importation of between six and ten cartons of cigarettes must
be declared to Customs on entry to France. Importation of more than ten cartons of cigarettes (or two kilograms of tobacco) is
prohibited. The Customs services have enhanced their controls regarding tobacco on a national basis since the beginning of
2006. The implementation of this measure is very likely the principal explanation to the 2.55% increase in tobacco sales by
volume registered in the first half of 2006 at tobacco retailers.
7 WHO EU Region Report at 14.
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