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INTRODUCTION
Tobacco companies do not declare how much they spend on advertising, promotions and marketing
of their products. Since many countries, in compliance with the WHO Framework Convention on
Tobacco Control (FCTC), have banned tobacco advertising, promotion and sponsorship (TAPS), the
tobacco industry has shifted its marketing and promotional budget to provide various incentives
directly to cigarette retailers. The retailers receive lucrative incentives and have effectively become
the advertisers and promoters of tobacco on behalf of the industry.

TABLE 1: PROJECTED CIGARETTE STICK SALES (BILLION) 1
2016

2017

2018

2019

2020

Indonesia

257.1

264.8

271.5

276.9

281.0

Malaysia

11.5

11.6

11.8

12.0

12.3

Philippines

91.2

92.3

93.9

95.8

97.8

Vietnam

68.7

70.4

72.5

66.7

68.1

Despite action taken to reduce tobacco use under the WHO FCTC, cigarette sales are increasing
in countries (Table 1). Tobacco companies launch new cigarette brands or relaunch old brands
regularly and need to advertise and promote them, which they are able to do, partly through
retailers who conduct these activities at their retail outlets.
The WHO FCTC Article 13 guidelines’ list of examples of tobacco advertising, promotion, and
sponsorship (TAPS) includes: “payments or other contributions to retailers to encourage or induce
them to sell products, including retailer incentive programs (e.g. rewards to retailers for achieving
certain sales volumes).”
This report documents incentives given by tobacco companies to retailers in five countries in the
ASEAN region, namely, Cambodia, Indonesia, Malaysia, Philippines and Vietnam. Using a crosssectional study design, retail outlets were identified by multi-stage random sampling, and faceto-face interviews were conducted with key retail personnel (store owner, manager, supervisor,
or cashier) using a structured questionnaire. The Indonesia survey was conducted in 2016 in four
cities, namely Bogor, Depok, South Tangerang, and Bekasi. Data collection for the other four
countries was carried out between April and June 2018.
The survey found many similarities in the types of incentive the tobacco companies provided to
retailers, as well as some differences depending on the type of retailers. Table 2 shows the main
tobacco companies in each of the five countries; the three top transnational tobacco companies,
namely Philip Morris International (PMI), British American Tobacco (BAT) and Japan Tobacco
International (JTI) operate in all five countries.

TABLE 2: TOBACCO COMPANIES OPERATING IN COUNTRIES

u
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1

Cambodia

BAT, Heng Heng Import Export and Viniton Group, Indobest group, Huotraco Ltd

Indonesia

HM Sampoerna PT (PMI), Gudang Garam PT, Djarum PT, Bentoel (BAT), Wismilak,

Malaysia

BAT, JTI, PMI

Philippines

Philip Morris Fortune Tobacco Corp., JTI Philippines Inc.

Vietnam

Vinataba, BAT, Dong Nai Tobacco Company, PMI, JTI

Euromonitor International Passport, 2017
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TYPES OF RETAIL STORES SURVEYED
Figure 1 provides the types of retailer stores covered in the survey across the five countries.
Grocery shops, convenience stores and coffee shops/restaurant were the most common types
of stores surveyed, and these are also the ones most targeted by the tobacco companies in the
incentive scheme.

FIGURE 1: TYPES OF RETAIL STORES IN FIVE COUNTRIES

The retail stores can be divided into two broad types: 1) convenience stores and supermarkets
which belong to a retail chain of stores throughout a country, and 2) independent retail stores
such as traditional grocery shops and coffee shops/cafes which are owned by individuals. Both
types are important targets of tobacco companies.

REGULAR VISITS BY COMPANY REPRESENTATIVES
Overall, at a minimum, tobacco company representatives visit retailers once, sometimes twice, a
week. These visits were conducted to check pack displays, promote their cigarette brands, monitor
cigarette sales, and deliver new stock.
In Vietnam the stores that recently joined the program were more frequently visited by staff (1-2
times/week) compared to those in the program for a longer time. Sales representatives came to
these stores to see if they displayed cigarettes and other relevant images according to the deal, to
update on their sales situation, and to run promotional events for customers at POS.
In Malaysia, while the representatives visited most of the retailers (75%) at least once a week,
they visited eateries and independent groceries about 2-3 times per week. While the sales
representatives checked on stocks and planograms2, they also checked the ‘expiry dates’ of
existing batches of packs on shelves as the ‘expired cigarettes’ were claimed to be “less tasty”.
Expiry dates have never been applied to tobacco products and the tobacco industry have routinely
told regulators they need a long time to clear ‘old stock’ from the shelves, but never defining what
is meant by ‘old stock’.

u

2
A planogram is ‘a diagram that shows how and where specific retail products should be placed on retail shelves or displays
in order to increase customer purchases...it is a skill used in merchandising and retail space planning’ (from Rouse, M.,
Planogram, retrieved from https://whatis.techtarget.com/definition/planogram (accessed on 24 November 2018)).

Lucrative Retailer Incentives Increase Cigarette Sales: Report on Five ASEAN Countries

| 2

CONTRACTS WITH RETAILERS
Some tobacco companies require retailers to sign contracts. The type of contract varies from
country to country. Basically, the companies have a list of activities and responsibilities for the
retailers to carry out, and incentives are given based on the items ticked. Table 3 provides the
generic contents of a typical contract. In most cases where retailers have a contract it is common
that they don’t keep a copy of the contract. In Malaysia for example, convenience store retailers,
who have a written agreement, indicated it was signed via a tablet on a platform called ‘awesome
link’, an internal site of the incentives program maintained by the tobacco company.

TABLE 3: CONTENTS OF A SAMPLE CONTRACT
Responsibility of tobacco
company to retail store:

Responsibility of retailer to tobacco company:

•

•

•

•
•

Provide free-of-charge display
equipment for cigarette
advertising at the store
(cigarette display cabinets,
posters, banners, etc.)
Pay a monthly or quarterly
charge to stores for a good
location (recommended by the
tobacco company) for displaying
cigarettes in the stores
Discount for retail stores when
they purchase cigarettes
Supply cigarettes to stores for
retail sale

•

•

•
•

Give priority to tobacco company to display its
brands of cigarettes and related images for cigarette
advertising
Use equipment supplied by the tobacco company to
display cigarettes and related advertising materials
in the best location of the store, i.e. where people
can see them easily
Support cigarette advertisement at the POS under
the guidance of the tobacco company; hang the
banner, poster, and slogan provided by the tobacco
company in certain locations of the store
Record sales and periodically report to the tobacco
company sales representative
Only sell cigarettes exclusively from one tobacco
company with minimum sales volume to be achieved
in a specified time

Reaching sales targets appears to be an important requirement as shown in Figure 2 from the
Philippines where 41% of store owners were required to reach a sales target or quota to receive
their incentives. Another way to motivate retailers to sell more cigarettes is to provide incentives
where retailers can exchange empty cigarette packs for merchandise and grocery store items.
This strategy ensures regular interactions between the industry and the retailers and provides the
company a method of monitoring cigarette sales, while rewarding retailers for their participation.

PHOTO 1: INDONESIA: PARTNERSHIP INCENTIVE PROGRAM BUYS RETAILER LOYALTY

Inside of store painted in colours of the company’s
most popular cigarette brand and provided with
shelves for all products, not just cigarettes.
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Sample of sales records kept by a SRC retailer who
later discontinued making entries but faced no
adverse consequences from the company.
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FIGURE 2: REQUIREMENTS IN EXCHANGE FOR AN INCENTIVE, PHILIPPINES
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Majority of retailers joining the incentive program (Cambodia (97.2%), Philippines (88.4%), Malaysia
(84.3%) and Vietnam (67.5%)) did not have a signed contract and had agreed to a contract only
verbally. Therefore, retailers did not have any document to keep track of the benefits that tobacco
companies had committed to give them for participating in the incentive program. Such verbal
contracts were done only with traditional retail stores such as small grocery and street vendors.
The tobacco industry relied on formal written contracts with big franchise companies, who owned
supermarkets and convenience stores.
In Indonesia, the tobacco companies have framed their engagement with retailers more as a
“partnership” than a straightforward business contract. Sampoerna (PMI), for example, has
implemented a ‘Sampoerna Retail Community’ (SRC) program with retailers. While the outcome
for the company is still the same – increased cigarette sales – the program as a partnership is
elevated to corporate social responsibility (CSR) status (supposedly to help medium, small and
micro enterprises (MSME)) and viewed positively. Even without the retailers meeting sales targets,
attractive incentives (see Section V below) are provided to motivate them and buy their loyalty.
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TOBACCO POWER WALLS AND PLANOGRAMS
Cigarette display shelves are often provided by the tobacco companies, but retailers must follow
specific instructions and a ‘planogram’ on how to arrange and display the cigarette packs. These
are often positioned prominently behind the cashier to increase visibility and purchase. The
tobacco power wall (TPW) was developed based on the planogram concept. All five countries had
some form of TPW, while the advertising materials given to retailers varied.
In Malaysia more than half the retailers (51.3%) surveyed claimed they were required to arrange
the cigarette packs on the TPWs according to a specified planogram provided by the company.
The planogram has a “glorifier”, which is a dedicated space (Photo 2) with specific colour scheme
featuring a particular cigarette brand. Cheaper brands are required to be positioned at eye level
on the shelves. Striking colours such as yellow, orange and red and larger font size generally tag
the cheaper brands, while black, silver and gold are used for brands of higher prices. Tobacco
company representatives visit the outlet and update the staff on the latest planogram, which
changes periodically, usually monthly.

PHOTO 2: TOBACCO POWER WALL – MALAYSIA, INDONESIA AND PHILIPPINES

Malaysia

Indonesia

Philippines

In Indonesia, the tobacco industry asked retail stores to put shelves and advertising materials
including banners, posters, signages, stickers, and items with cigarette logos, such as ashtrays,
tables, and chairs carrying the logo, around the store.
Cambodia, Malaysia and Vietnam have a ban on advertising at POS. To build advertisements into
display shelves or cases that are enhanced by the TPW and the planogram is a clever way to
undermine the ban on tobacco advertising at POS. To supply these to the retailer makes the retailer
complicit in the violating the law. In Indonesia, Sampoerna (PMI) has been most insistent on the
point-of-sale displays (73.8%), while Gudang Garam required the installation of advertisement
banners (64.1%).

PHOTO 3: SAMPLES OF ADVERTISING MATERIALS REQUIRED BY TOBACCO INDUSTRY

Signage with cigarette brand names
(Philippines)

5|

Large cabinet with images of
cigarettes (Vietnam)
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Small children at a sarisari store inundated with
tobacco-related advertising
(Philippines)

TYPES OF INCENTIVES GIVEN TO RETAILERS
Retail stores participating in the research projects were receiving or had received a wide range of
incentives from tobacco companies (Table 4). The most common types of incentives across all the
countries were free cigarettes, cash, a variety of merchandise and souvenirs, electrical devices,
and invitations to social events.

TABLE 4: TYPE OF RETAILER INCENTIVES IN FIVE COUNTRIES
Incentives

Cambodia

Indonesia

Malaysia

Philippines

Vietnam

Free
cigarettes

X

X

X

X

X

Cash

X

X

X

X

X

Souvenir/gift

X

X

X

X

X

X

X

X

X

Discount
Branded
merchandise

X

X

X

X

X

Event
invitation

X

X

X

X

X

Grocery item
Shopping
voucher
Travel
voucher

1

X
X
X

Free cigarettes. In all five countries tobacco companies provided free cigarettes or
discounts to retailers as an incentive. In Vietnam for example, retailers were rewarded with
one cigarette pack for every carton (10 packs), or one tube for every box (50 tubes) they buy
for retail. Several retailers reported they also received free cigarettes when the companies
were promoting new brands. In the Philippines store owners said that they received free
cigarettes usually as a form of promotion, with the most common one being the “buy ten
packs, get one free” scheme. These promos were usually given around once or twice a month.
In addition, some store owners in the Philippines received P2.00 for each ream of cigarettes
purchased, some received a 5% discount for every 25 reams, while some were able to avail of
a 10% discount for each ream up to 20 reams.
In Malaysia, a food court operator was awarded four free cartons of cigarettes every month
just for displaying the cigarette brands of a particular company on the TPW. In Cambodia
Huotraco Ltd., Indobest, and BAT gave retailers free cigarettes of between 1 pack to 1 carton
per month. But incentives can range from 2 packs to 4 cartons of cigarettes. According to one
Cambodian retailer: “I can sell by single sticks and I can keep the empty packs for exchanging
5 empty packs to get 1 pack free.”

2

Cash incentive. Across all countries sums of money are paid to retailers for various

reasons - at start of the contract/partnership, for advertising and exchanging empty cartons/
boxes. In Malaysia tobacco companies offered cash incentives to retailers to sell cigarettes,
and the amount is based on sales performance or certain sales targets. For example, a coffee
shop was rewarded USD 18 (RM 75) for selling 22 cartons in a month. Bonuses were also
offered during promotional periods, festive seasons, or launches of new brands. One coffee
shop owner revealed that a tobacco company would pay USD 24 – 48 (RM 100-200) cash every
3 months as compensation for a TPW even if the outlet could not achieve its sales target.
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In Cambodia some companies gave cash from USD 5 to USD 30 per month as an incentive to
retailers for attractive pack display.
In the Philippines about 8% of store owners mentioned that they received cash or gift
certificates in exchange for empty cigarette packs. The usual amount awarded was USD 5
(PHP 300) or every kilogram of empty packs returned by the store owner. PMFTC provided
cash incentives worth USD 4-9 (P200-P500) while Mighty Corp/JTI provided USD 4-13 (PHP
200-P700) in addition to USD19 (PHP 1,000) per month for those sari-sari stores that had
installed their lighted signage.
In Indonesia, after obtaining a verbal explanation from the sales representative and
some cash to indicate the start of a partnership, both parties will immediately come to an
agreement, with the retailer signing the document without examining its contents or making
sure that money received matches the amount stated in the contract. The amount of contract
money is determined entirely by the sales representative. There is no specific pattern for a
certain contract period of a tobacco company, even for the same contract period by the same
company for different retailers.
Under Gudang Garam’s contract for example, retailers may be paid USD7 (IDR100,000/month
or USD10 (IDR 150,000)/3 months. Sampoerna paid USD 211 (IDR 3 million)/6 months, or
USD70 - 105 (IDR 1 - 1.5 million)/year. Djarum on the other hand offered USD 14-17 (IDR
200,000 – 250,000)/6 months.

3

Free merchandise. A range of free merchandise is given to retailers. The merchandise

can be with or without cigarette brand logos but could use brand colors to represent cigarette
brands. In Indonesia, the gifts provided by TI including ashtrays, wall clocks, mugs, calendars,
umbrellas and even TV sets and refrigerators.

PHOTO 4: FREE MERCHANDISES

Malaysia: JTI-branded Chinese
New Year item given by JTI in
appreciation to the retailer

Cambodia: Ashtray with
cigarette brand name

Vietnam: lighters with
cigarette brand names

In the Philippines, merchandise was the top incentive provided, with 70% of stores receiving
household or personal items, such as plates, bowls, spoons, forks, umbrellas, lighters, t-shirts,
and calendars. These items were not necessarily associated with the logo or branding of
the cigarette product. Generally, the store owners received the merchandise at least once
or twice a month, corresponding with the regular visits of the industry representative. The
incentives were usually given in exchange for empty packs of cigarettes. For example, they
would receive one umbrella for 50 empty packs or one plate for 10-20 empty packs. Store
owners also received grocery items such as coffee, noodles, juice, sardines, and other canned
food from industry representatives in exchange for empty cigarette packs.
In Malaysia, tobacco companies also gave free gifts such as festive decorative items, tea
cup sets, poker cards, umbrellas, pens, ‘ang pow’, and other paraphernalia bearing tobacco
brands. In Cambodia free gifts were more modest such as lighters, t-shirts, power banks,
pots, and calendars.

7|
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Shopping vouchers. In Malaysia, the most popular incentive (97.3%) among convenience

stores was shopping vouchers as an incentive to motivate the cashiers or outlet operators
to boost tobacco sales. The retail outlet can receive a certain amount of shopping vouchers,
which were distributed to the staff, or cash which was later credited to the staff’s next month’s
salary. Sometimes a tobacco sales representative would pay a surprise visit to an outlet as
a “customer” asking for cigarettes. If the cashier was able to promote a particular brand or
convince him to switch to their brand, the cashier would be rewarded with shopping vouchers
on the spot.
Tobacco companies also utilised a point system as a reward mechanism to encourage
retailers to purchase in bulk. Retailers would be able to collect points upon order placement.
These points could be then used to redeem shopping vouchers. Voucher was popular for
convenience stores while discounts were the main incentive in eateries such as coffee shops/
restaurants. The tobacco companies carefully provide suitable retailer incentives that will
enable the retailer to benefit and make profits.

5

Lucky draws and raffles. In Malaysia, tobacco industry representatives also provided
lucky draws, for example Blue Sticker Project (photo below) to target smokers by awarding
smokers who could collect blue stickers provided inside a cigarette pack. While this targets
smokers, retailers can sell more cigarettes.
PHOTO 5: LUCKY DRAWS AND RAFFLES FOR CUSTOMERS

Malaysia: Blue Sticker Project

6

Philippines: raffle dropboxes
sponsored by a tobacco company

Vietnam: Sign to exchange
cigarette pack for cash

Special social events . In all the countries, tobacco companies offered retailers invitations
to attend special social events or other incentives. In Malaysia retailers were invited to attend
annual appreciation dinners organized by tobacco companies. Invitees were selected when
they had achieved the set sales targets. At these events, the retailers received more gifts such
as prizes and lucky draws. One revealed that the attendees were given cigarettes as door
gifts. They were also invited to enroll in a lucky draw if they had achieved the sales target
set by the tobacco companies. One retailer said he was invited to a Chinese New Year Open
House event, while one coffee shop owner reported he was offered a ticket to watch the
Formula 1 race.
In Indonesia Sampoerna held regular social gatherings for its retail partners every 6 or 12
months. These gatherings took the form of picnic outings or annual dinners while engaging in
discussions where information is provided on matters related to the sale of tobacco products.
Door prizes were given; SRC awarded silver, gold and premium certificates with attractive
prizes such as TV sets and refrigerators and other incentives, even health insurance.
Similarly, in Vietnam, retailers who achieved high cigarette sales would be invited to
attend events organized by cigarette companies, such as end-of-year parties and musical
performances dedicated to sales partners.
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VIOLATIONS OF THE LAW
The surveys conducted in the countries found retailers violated various sections of their respective
tobacco control legislation that banned tobacco advertising, promotions and sponsorships.
Tobacco companies providing incentives to retailers contributed to the violations. however,
tobacco industry encouraged the retailers to violate the laws as clarified in the table below.

TABLE 5: TOBACCO CONTROL LAWS AND VIOLATIONS

9|

Country

Tobacco Control Regulations

Violations

Cambodia

PRAKAS on Pack Display of Tobacco Products at Points of Sale (Article 4)
“At all points of sale, any other form of
tobacco advertising, promotion or sponsorship on any part of the premises are
banned, those include displaying logo,
picture, leaflet, and poster associating with
tobacco products, promotion price, exchange of empty pack to full pack, lottery
draw, and free gifts of other products to
purchase tobacco products.”

Both the tobacco companies and
the retailers have violated the
PRAKAS as they have promoted
and advertised tobacco at POS.
The incentives encouraged the
retailers to violate the law.

Indonesia

Variety of incentives given to reGovernment Regulation No.109/2012 on
tailers as mentioned in section V vipromotion of tobacco products (Article
olate the Government Regulations.
34-38)
‘not offering the products for free or at a
discounted price; not giving away of gifts or
other tobacco-related products; not using
tobacco product logo and/or brand names
in an activity held by an instruction and/or
individual’

Malaysia

Control of Tobacco Products Regulation
(CTPR) 2004
Free gifts which are tobacco-related, single
stick and phrases such as ‘limited edition’
are banned. No advertising at points-ofsale

Philippines

Tobacco Regulation Act of 2003 - RA 9211
Some retailers were found to be
(Section 10)
selling cigarettes within 100 meters
Prohibition of the sale or distribution of to- from a center of youth activity.
bacco products within 100 meters from any
point of the perimeter of a school, public
playground, or other facilities frequented
particularly by minors.

Vietnam

Tobacco Control Law 2012 (Article 9, 16
and 25)
Circular 19/2005/TT-BVHTT
The ban on tobacco advertising extends to
the use of tobacco brands, trademarks and
logos on non-tobacco products, the use of
marketing systems for sales promotion.

Free gifts with cigarette brand
logos are given to customers and
retailers. Tobacco companies
encouraged retailers to sell single
sticks. Advertising is done through
the TPW.

Tobacco companies are conducting
promotional activities by offering
free prizes and gifts.
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Sale of single sticks. In Cambodia and Malaysia where single stick sales are banned,
retailers were encouraged to sell single sticks. In Malaysia some sales staff reported they
were encouraged by either a tobacco sales representative or outlet managers/supervisors to
sell cigarettes as single sticks. An independent grocery in rural area disclosed that they were
given cigarette samples by a tobacco company to be given as ‘testers’. These testers were to
be given out as loose sticks for customers to try. In Indonesia and the Philippines, there is no
ban on selling cigarettes by stick.

2

Retailers selling cigarettes near schools. In Indonesia, 37% of retailers in the

tobacco partnership program were found to be located less than 100 meters from schools.
South Tangerang has the largest number of retail-partners’ stores near schools (43.5%).
Gudang Garam-sponsored programs had the highest percentage of retail-partners located
near schools. Besides being located near schools, these retailers also carry tobacco
advertisements. While it is usually street vendors who sell cigarettes by sticks, retailers near
schools selling by stick is a tactic to appeal to minors.
In the Philippines, 123 (18%) of the 702 stores in the study were found to be selling cigarettes
within 100 meters from a center of youth activity – in direct violation of the law. Similarly, in
Vietnam, the survey also found grocery stores selling cigarettes less than 100 meters from
schools, although this is prohibited.

Tobacco Company Marketing $$$$$
Planogram
Advertising Panel
Cash rewards
Free cigarettes
Discounts, vouchers
Free merchandise
Social Events

Break TAPS ban
Oppose smoke-free
Oppose POS advertising ban
Oppose pack display ban
Oppose tax increase
Oppose retailer license
Oppose plain packaging
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CONCLUSIONS AND RECOMMENDATIONS
The tobacco industry provides lucrative incentives to retailers to increase cigarette advertising and
promotions to increase cigarette sales. Although most countries have already banned tobacco
advertising and promotions, the incentives provide an easy way for retailers to circumvent or
outright violate the ban. Tobacco power walls and planograms serve as advertisements to attract
customers. Tobacco companies also launch and promote new brands and even provide free
samples to potential customers. Tobacco companies even encourage retailers to violate tobacco
control laws by encouraging single stick sales even when prohibited by law.
Over the years, cigarette retailers have become spokespersons for the tobacco companies.
Associations such as the Malaysia-Singapore Coffee Shop Proprietors General Association and
its affiliate member organisations have consistently opposed tobacco control measures the
government has proposed to protect public health. These include opposition to a ban on cigarette
pack display,4 tobacco tax increase,5 ban on kiddie packs,6,7 plain packaging,8 and ban on smoking in
eating places.9,10 While the primary business of eateries is selling food and drinks, their consistent
national efforts to oppose tobacco control to protect their side-sales of cigarettes leads to the
questions of what incentives they receive to do this, and who is actually funding their campaign
efforts.
WHO FCTC Article 13 and its implementing guidelines recommend a comprehensive approach to
banning TAPS. The following policy recommendations should be implemented:

A. Implement and enforce TAPS ban
1. Ban incentives aimed at both customers and retailers;
2. Ban tobacco pack display at points-of-sale;
3. Ban on free cigarettes given to retailers and customers;
4. Ban on sale of single cigarette sticks;
5. Require retail licenses to sell tobacco products
6. Ban retailers from selling tobacco products near a school or youth activity centre

B. Require tobacco companies to declare their marketing expenses as
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