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EXECUTIVE SUMMARY

For decades, the tobacco industry has done everything possible to circumvent effective tobacco tax policies
around the world including in the ASEAN region. According to SEATCA country partners, tobacco industry
interference in tobacco tax policy is a major hindrance to tobacco control policy in their countries. In January 2020,
a survey was administered in seven countries (Cambodia, Indonesia, Lao PDR, Myanmar, Philippines, Thailand and
Vietnam) to collect information for a situational analysis of industry interference in tobacco tax policy. Later in
February 2022, all seven surveyed countries provided updated information on industry interference in tobacco tax
policy in their countries. Article 6 of the World Health Organization Framework Convention on Tobacco Control
(WHO FCTC) recognizes that raising taxes and prices is one of the most effective measures to reduce consumption.
The WHO FCTC Article 5.3 and Article 6 Guidelines provide recommendations to the FCTC Parties to protect
tobacco tax policies from tobacco industry interference. These key instruments should be adopted in the ASEAN

region to protect against tobacco industry interference in tobacco tax policy.

Key survey findings:

«  Tobacco tax laws and regulations - All seven countries have laws/regulations on tobacco taxation, and there
have been attempts or plans over the years from the government to amend/update the laws/regulations with
the objective of having effective tobacco tax legislation in place. However, most countries face challenges in
simplifying the tobacco tax system, particularly in Indonesia. Though the Indonesian government has
attempted to increase tobacco taxes, the multi-tiered system is still in place, while Lao PDR is unable to

enforce its tax law.

« Incidents of tobacco industry interference in tobacco tax policy - Tobacco industry interference in tobacco
tax policy has occurred in all of the surveyed countries. According to the survey responses, various tobacco
industry interference incidents in tax policy have occurred, such as: mobilizing pro-industry/front groups,
sponsoring research to create misleading evidence for policymakers, cultivating pro-industry champions in
government to oppose tobacco tax increases, interfering with the tax policymaking process, entering into
joint-ventures with the government, and receiving preferential treatment on taxation from the government
(countries like Thailand and Vietnam have state-owned tobacco businesses in which the industry is
considered an equal partner with equal say). The industry has an active media presence and/or provides
regular recommendations directly to the government when tobacco tax reform is taking place, observed

particularly in Indonesia and Vietnam.

. Common tobacco industry arguments against tobacco tax policy - The country respondents ranked the top
three arguments that the tobacco industry often uses in opposing tobacco tax policy: (a) high tax rates
increase smuggling and illicit trade of tobacco products; (b) high tax rates have a negative impact on
employment particularly for tobacco farmers; and (c) high tax rates have a negative impact on investment and
business sector. Since the COVID-19 pandemic, the industry also commonly uses the argument (d) restrictive

tax policies halt economic growth in the country to oppose tobacco tax increases.
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Interaction between government ministries/agencies and the tobacco industry — Three out of seven
countries (Indonesia, Myanmar, and Vietnam) reported that government-related ministries/agencies meet
with tobacco industry representatives or related persons about tobacco taxation. In Indonesia, it is reported that
the meeting between government officials and tobacco industry representatives about tobacco tax
policymaking processes is considered a normal practice. For example, the Office of Customs and Excise invited
tobacco industry representatives to discuss the excise tax policy in 2021 and conducted a survey on the
industry’s hopes and expectations in times of the pandemic'2 The rest of surveyed countries do not have
official sources and/or records of meetings.

Groups against tobacco taxation - All surveyed countries reported a wide range of pro-industry groups that
oppose tobacco tax policy present in their countries, such as the business sector, nonprofits, experts and
researchers, government agencies, industry-related groups and others. The top groups observed opposing
tobacco tax policies are: (a) business groups (e.g. retailers, hotels, café and restaurant associations); (b) experts
and researchers (e.g. economists, academics, universities, and lawyers); (c) government agencies (e.g. local
governments in the tobacco farming region); and (d) industry-related groups (e.g. tobacco farmers, industry
employees, and tobacco retailer associations).

Counteraction from tobacco control networks - All countries reported existing campaigns/activities to
counteract tobacco industry interference in tobacco tax policy in their countries. Counteractions are mostly
through media (i.e. talk shows and published articles) and workshops/meetings for policymakers to build their
understanding.

Assistance required - All countries except Indonesia require assistance from SEATCA to counter tobacco
industry interference in tobacco tax policy. The majority of countries requested for capacity-building and
advocacy activities on tobacco taxation with non-health government agencies, as well as dissemination of
international best experiences/practices to counter the tobacco industry’s arguments against tobacco tax
policy. Three out of the seven countries identified existing local and international tobacco control groups that
could provide assistance to counteract tobacco industry interference in tobacco tax policy in their countries.

Policy recommendations

All ASEAN governments should:

Take into account the WHO FCTC Article 6 and Article 5.3 Guidelines when developing tobacco tax policies;
Conduct regular capacity-building for senior and technical officials among non-health government agencies
in order to build understanding of the importance of tobacco tax policies;

Establish tobacco industry interference monitoring systems to monitor tobacco industry actions;

Enforce rules of engagement for government officials when interacting with the tobacco industry;

Seek technical advice from expert institutions/organizations that do not have a conflict of interest with the
tobacco industry;

Collect and analyze key data, particularly data relevant to tobacco tax revenue and the illicit trade of tobacco
products; and,

Strengthen legislative and other measures to curb illicit tobacco trade, including ensuring sufficient human,
financial, and technical resources that are protected from tobacco industry interference.

'http://www klinikpajak.co.id/berita+detail/?id=berita+pajak+-+bea+cukai+belum-+putuskan+kenaikan-+cukai+rokok+di+tahun+2021
2https://ekonomi.bisnis.com/read/20200612/9/1251829/survei-bea-cukai-ini-harapan-pelaku-industri-tembakau-di-tengah-pandemi
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1. Introduction

The World Health Organization (WHO) Framework Convention on Tobacco Control (FCTC) seeks to continually and
substantially reduce the prevalence of tobacco use. Parties to the treaty “recognize 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” (WHO FCTC Article 6)°. As such, the WHO has described tobacco tax increases as a “best
buy” intervention that has significant public health impact and is highly cost-effective, inexpensive and feasible to

implement”.

Within the ASEAN region, the tobacco industry has been capitalizing on opportunities to expand its market to low-
and middle-income countries where tobacco control is less stringent. Four of the world’s five largest transnational
tobacco companies (TTCs) — British American Tobacco (BAT), Philip Morris International (PMI), Japan Tobacco
International (JTI) and Imperial Brands (ITG Brands) — have invested in ASEAN countries. These companies have
made billions in profits from selling cigarettes in the region. The combined regional profit of PMI, BAT, JTI, and ITG
Brands was estimated at USD 27 billion in 2017°.

For decades, the tobacco industry has been circumventing effective tobacco tax policies around the world. The
common types of tobacco industry interference in ASEAN tobacco tax policy found over the years by SEATCA
include:

1. Presenting false arguments and evidence about tobacco tax policy to policymakers and the media: In its
attempts to oppose tobacco tax reforms (simplification of tax structures and rate increases), the industry
claims that smuggling and illicit trade of tobacco products will increase. In several countries, the tobacco
industry often provides the government with fraudulent evidence showing increased illicit trade reportedly as
a result of tax increases.

2. Using legal challenges to threaten governments: The tobacco industry has a history of hiring law firms to
threaten governments with legal action®.

3. Claiming status as a key stakeholder in policy development: In many countries, the tobacco industry is treated
as a normal business and its voice is represented during policy development. Certain tobacco companies are
members of the Chambers of Commerce in various countries, providing advice to the government for tax and
trade policies.

4. Using delay tactics to undermine tax policy: When governments consider plans to raise tobacco taxes, the
tobacco industry would often recommend small increases and step-by-step approaches, essentially

undermining the effectiveness of the tax policy.

3World Health Organization Framework Convention on Tobacco Control (adopted 21 May 2003, entered into force 27 February 2005).

“World Health Organization. (2011). Prevention and Control of NCDs: Priorities For Investment, a Discussion Paper for the First Global Ministerial Conference on Healthy Lifestyles and
Non-communicable Disease Control (Moscow, 28-29 April 2011).

*Tan YL.and Dorotheo U. (2018). The Tobacco Control Atlas: ASEAN Region, Fourth Edition, September 2018. Southeast Asia Tobacco Control Alliance (SEATCA), Bangkok. Thailand.

¢University of Bath. Tobacco Tactics: Challenging Legislation. Retrieved from https://tobaccotactics.org/topics/challenging-legislation/
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The WHO FCTC Conference of Parties has provided international guidelines and standards for Parties to protect
their nations’ tobacco tax policies from the vested interests of the tobacco industry. The WHO FCTC Article 6

Guidelines recommend that”:

“The development, implementation and enforcement of tobacco tax and price policies as part of public
health policies should be protected from commercial and other vested interests of the tobacco
industry, including tactics of using the issue of smuggling in hindering implementation of tax and
price policies, as required under Article 5.3 of the WHO FCTC and consistent with the guidelines for its

implementation as well as from any other actual and potential conflicts of interests.”

In order to protect tobacco tax policies from the vested interest of the industry, the key guiding principles of the
WHO FCTC Article 5.3 Guidelines need to be taken into account?:

1. There is a fundamental and irreconcilable conflict between the interests of the tobacco industry
and public health policy interests.

The tobacco industry produces and promotes a product that has been proven scientifically to be addictive,
to cause disease and death and to give rise to a variety of social ills, including increased poverty. Therefore,
Parties should protect the formulation and implementation of public health policies for tobacco control

from the tobacco industry to the greatest extent possible.

2. Parties, when dealing with the tobacco industry or those working to further its interests, should
be accountable and transparent.
Parties should ensure that any interaction with the tobacco industry on matters related to tobacco control

or public health is accountable and transparent.

3. Parties should require the tobacco industry and those working to further its interests to operate
and act in a manner that is accountable and transparent.
The tobacco industry should be required to provide Parties with information for effective implementation

of these guidelines.

4. Because its products are lethal, the tobacco industry should not be granted incentives to
establish or run its businesses.

Any preferential treatment of the tobacco industry would be in conflict with tobacco control policy.

7WHO FCTC Article 6 Guidelines (adopted by the Conference of Parties to the WHO FCTC at its sixth session, October 2014).
® Guidelines for implementation of Article 5.3 of the WHO Framework Convention on Tobacco Control (adopted by the Conference of Parties to the WHO FCTC, 2008).
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In accordance with these guiding principles, there are 8 key recommended actions:

1. Raise awareness about the addictive and harmful nature of tobacco products and about tobacco
industry interference with Parties’ tobacco control policies.

2. Establish measures to limit interactions with the tobacco industry and ensure the transparency of
those interactions that occur.

3. Reject partnerships and non-binding or non-enforceable agreements with the tobacco industry.
4. Avoid conflicts of interest for government officials and employees.
5. Require that information provided by the tobacco industry be transparent and accurate.

6. Denormalize and, to the extent possible, regulate activities described as “socially responsible” by the
tobacco industry, including but not limited to activities described as “corporate social responsibility”.

7. Do not give preferential treatment to the tobacco industry.

8. Treat State-owned tobacco industry in the same way as any other tobacco industry.

2. Tobacco Industry Interference In Tobacco Tax Policy:
Global Experiences

a. The tobacco industry smuggled illicit tobacco products into the United Kingdom (UK)

The UK has successfully implemented comprehensive tobacco control policies over the past 20 years. Tobacco tax
measures have been key for the UK to curb tobacco consumption and increase government revenue; adult
smoking prevalence decreased from 19.8% in 2011 to 14.4% in 2018° while tobacco tax revenue increased from
GBP 7.6 billion in 2000 to GBP 9.29 billion in 2018'°. The UK began imposing high taxes on tobacco products in the
1990s, with the aim of taking tobacco product prices above the inflation rate as the products were then highly

affordable. The government also announced an annual increase of tobacco duties, starting at 3%"".

Also in the 1990s, illicit trade of cigarettes increased (up to 21% in the year 2000), which the tobacco industry
attempted to attribute to the tax increases; however, parallel to continuing tax increases'?, the level of illicit trade
dropped sharply following sustained government enforcement measures to curb the illicit trade of tobacco

products that included investing in human resources and surveillance equipment, supply chain control legislation,

2 NHS. (2019). Statistics on Smoking, England - 2019. Retrieved from https:/digital.nhs.uk/data-and-information/publications/statistical/statistics-on-smoking/statistics-on-smoking-
england-2019/part-3-smoking-patterns-in-adults-copy

10 Statista. United Kingdom (UK) HMRC tobacco duty receipts from fiscal year 2000/01 to fiscal year 2018/19. Retrieved from
https://www.statista.com/statistics/284329/tobacco-duty-united-kingdom-hmrc-tax-receipts/

" House of Commons Hansard Debates 30 Nov 1993 vol 233 col 939.

12 ASH. (2017). lllicit Trade in Tobacco. Retrieved from https://ash.org.uk/wp-content/uploads/2019/10/Illicit-Trade-Tobacco.pdf
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and imposing tougher sanctions and penalties. In addition, despite industry blaming increased illicit trade of
tobacco products on high taxes, UK civil society organizations (CSOs) and the media uncovered massive

smuggling by tobacco companies of their own tobacco products™.

Internal documents revealed that British American Tobacco (BAT) engaged in smuggling its products globally to
boost sales and evade taxes. The Health Select Committee appointed to investigate this matter uncovered
evidence that smuggling had always been a part of BAT’s policy since the late 1960s; their executive directors and
a majority of their management board were involved in “planning, organizing or managing” the smuggling of
contraband BAT products'. In spite of this exposé, BAT maintained that higher taxes and pricing was the cause of
high illicit trade. In the UK, the industry presented exaggerated and misleading illicit trade data through Empty
Pack Surveys (using an unreliable research methodology) and funds well-known consulting firms like KPMG,
Deloitte and PricewaterhouseCoopers to conduct research, which regularly overestimates the magnitude of illicit

tobacco product trade in the UK™.

b. The tobacco industry claimed job losses and increased smuggling as a result of
tax increases in South Africa

In the 1970s-1980s, when the government consulted the tobacco industry before every excise tax increase, the tax
increases were very modest in order to protect industry interests, but this changed in 1994, after the country’s first
democratic election, when the African National Congress was elected as the Government of National Unity. In
1994, the Ministry of Finance set a goal of increasing tobacco taxes from 20% to 50% of the retail price by 1997.
This goal was achieved, and the government has continued to strengthen tobacco tax measures to date. As a
result, the price of cigarettes increased steadily, while cigarette sales fell from 1.91 billion packs annually in 1991 to
1 billion packs annually in 2016'¢. This also contributed to the decrease of smoking prevalence from 33% in 1993 to
20% in 2017".

In 1996, the industry, led by the Rembrandt Group, the country’s largest cigarette manufacturer, wrote an open
letter to the Ministry of Health to raise its concerns about increased cigarette smuggling due to tax hikes.
Additionally, the industry argued that the tax increase was discriminatory as it could cause considerable
unemployment in South Africa; it argued that a large number of workers would lose their jobs since consumers
would stop buying tobacco products, and the government would lose substantial revenue'®. Despite the
persistent arguments of the industry, tobacco control in the country was strengthened, particularly tobacco
taxation. The Economics of Tobacco Control (ETC) project established at the University of Cape Town in 1996 has
involved high-profile economists and produced rigorous research that translated to evidence-based tax policy
recommendations to the government. The project computed the government’s revenue loss during the 1970s and
1980s when weak tax measures were implemented. The exercise successfully countered the industry’s argument

claiming government-incurred losses due to tax increases (as a result of reduced consumption).

> World Bank Group. (2019). Confronting lllicit Tobacco Trade: A Global Review of Country Experiences. Retrieved from
http://documents.worldbank.org/curated/en/677451548260528135/Confronting-lllicit-Tobacco-Trade-a-Global-Review-of-Country-Experiences

'“Tobacco Tactics. (2020). BAT Involvement in Tobacco Smuggling. Retrieved from https://tobaccotactics.org/wiki/bat-involvement-in-tobacco-smuggling/

> Gilmore AB, Rowell A, Gallus S, Lugo A, Joossens L, Sims M. Towards a greater understanding of the illicit tobacco trade in Europe: a review of the PMI funded 'Project Star' report. Tobacco
Control. 2014;23(E1):E51-E61.

16 Tobacco Tactics. (2020). South Africa-Country Profile. Retrieved from https://tobaccotactics.org/wiki/south-africa-country-profile/

7 Ibid

'® Walbeek Van. C. Tobacco Excise Taxation in South Africa. World Health Organization.

" Ibid
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Although the industry has not ceased disseminating false arguments and claims against tobacco tax policy, the
South African government has had access to reliable evidence since the establishment of the project. In 2018,
nominated by the South African National Department of Health, the ETC project was established a Knowledge Hub
of the WHO FCTC Secretariat to support implementation of WHO FCTC Article 6 around the world.

¢. The tobacco industry committed tax fraud by producing counterfeit tax stamps
in the Philippines

In 2013, the Philippines implemented the “Sin Tax Reform” for alcohol and tobacco products to address the
weaknesses of the existing tobacco tax system. The cigarette excise tax system shifted from a multi-tiered excise
tax classification based on frozen net retail prices to a single-tiered specific excise system. In addition, the excise tax
rates increased by as much as 340% to 820% (for low-priced brands) in 2013 with further annual increases until
2017 and a 4% annual increase thereafter to keep pace with inflation?. Since then, further cigarette excise tax
increases have been legislated (RA 11346). Currently, cigarettes are taxed at PHP 60 per pack starting from
January?'. As a result, the Philippines has seen significant declines in smoking prevalence as well as substantially
increased tobacco tax revenue which fund universal health coverage through the National Health Insurance

Program?2,

Subsequent to the major tax reforms in 2013, Big Tobacco in the Philippines continued to claim negative impacts
as a result of the tax reform. For instance, in 2015, Philip Morris Fortune Tobacco Corporation (PMFTC), a
joint-venture between Philip Morris Philippines Manufacturing Inc. (PMPMI) and Fortune Tobacco Corporation
(FTC), cut over 600 jobs and restructured its company, blaming the high excise rates and increased illicit cigarettes
in the market?. During the same period, Mighty Corporation, which had been a minor industry player (<5% of
market share), became the second-largest cigarette manufacturer in the Philippines (>25% market share) after
PMFTC?. It was discovered, however, that Mighty Corporation had committed tax fraud by producing and affixing
counterfeit tax stamps on its cigarette packs. The government seized nearly 120 million packs of illicit cigarettes
bearing Mighty Corporation brands in several operations across the country®. The company paid PHP 30 billion to
the government in what became the largest tax settlement in the country’s history and was forced to sell its

manufacturing assets to JTI.

2 Southeast Asia Tobacco Control Alliance. (2019). SEATCA Tobacco Tax Index: Implementation of WHO Framework Convention on Tobacco Control Article 6 in ASEAN Countries.

2! lbid

22 World Bank Group. (2016). Sin Tax Reform in the Philippines: Transforming Public Finance, Health, and Governance for More Inclusive Development. Retrieved from
https://elibrary.worldbank.org/doi/pdf/10.1596/978-1-4648-0806-7

2 Reuters. (2015). Philippine Affiliate of Philip Morris to trim 13 pct of Country’s Workforce. Retrieved from
https://www.reuters.com/article/philip-morris-philippines-employment/philippine-affiliate-of-philip-morris-to-trim-13-pct-of-countrys-workforce-idUSL3NOUS2RY20150113

24 Euromonitor International. (2017). Mighty Corp In Tobacco (Philippines).

2 Department of Finance Philippines. (2018). P30-B Haul from Mighty Tops DOF Drive vs Tax Fraud. Retrieved from https://www.dof.gov.ph/p30-b-haul-from-mighty-tops-dof-drive-vs-tax-fraud/

2 PhilStar. (2019). Special Report: Government Cracks Down on Cigarette Smuggling. Counterfeiting.
https://www.philstar.com/headlines/2019/03/04/1898507/special-report-government-cracks-down-cigarette-smuggling-counterfeiting
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3. Survey Background, Objective and Methodology

SEATCA and key partners from seven countries (Cambodia, Indonesia, Lao PDR, Myanmar, Philippines, Thailand
and Vietnam) identified tobacco industry interference in tobacco tax policy as a major hindrance to tobacco
control in their countries. A situational analysis was conducted in early 2020 and 2022 to collect country-specific
information pertaining to this issue. A survey (Annex 1) was filled out by country partners in consultation with
other tobacco control advocates and relevant policymakers from various government agencies (i.e. Ministry of
Finance, Ministry of Industry and Investment, and Ministry of Health). This report is a compilation and analysis of

the survey data.
4, Result of the Survey

Part 1: Laws or regulations on tobacco taxation

All countries have laws/regulations on tobacco taxation, and there have been attempts or plans from the

government to amend/update the laws/regulations over the years. However, most countries face challenges in

making the tobacco tax system effective; Lao PDR is unable to enforce its tax law at all.

Country Tobacco tax laws and regulations Comments

Cambodia The Law on Taxation (2004) stipulated tobacco The ad valorem tax system is a
excise tax measures. It is the current tobacco vulnerability the industry exploits to
taxation law, updated from the Law on Taxation manipulate the tax base. It s
(1997). Besides the 2004 Law on Taxation, the recommended that Cambodia should
Royal Government of Cambodia issued the implement the simplest and most
Sub-Decree on Reforming of Customs Duty and effective tax system by shifting from ad
Excise Tax Rate on Certain Products (29 December valorem taxes to either specific or mixed
2015). As a result, the excise tax rate of tobacco (specific and ad valorem) taxes.
products was increased from 10% to 15% and
from 15% to 20% of only 90% of invoice prices (as
opposed to the full 100% of invoice prices).

Indonesia Indonesia implements a complicated multi-tiered The complexity of the multi-tiered tax

specific tax system. Law No. 39 (2007) on Excise
Taxes stipulated the excise tax regulations
imposed on tobacco products. In 2021, the
Government of Indonesia issued Law No. 7 on
“Harmonization of Tax Regulations”, a fiscal policy
adjustment within the framework of fiscal
consolidation strategy. The amended articles
covers (a) inclusion of e-cigarettes in the tobacco
products category; (b) extensification of excisable
goods; (c) procedures to resolve tax violations
and; (d) termination of investigation process.

structure creates wide price gaps and
allows the industry to introduce cheap
and affordable tobacco products to
consumers. It is
Indonesia should urgently reduce the
tobacco tax tiers into a single tier and
further increase tobacco tax rates, to
minimize switching or downshifting to
cheaper products and reduce the
affordability of tobacco products.

recommended that
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Country

Lao PDR

Tobacco tax laws and regulations

The Tax Law No. 023 issued in 2015 stipulates a
tax increase schedule as follows: a tax rate of 30%
(of the wholesale price) in 2016-2017, 45% in
2018-2019 and 60% from 2020 onwards.
Additionally, the law imposed specific tax
increases from 500 to 600 LAK from December
2018. The Excise Tax Law No. No. 01 issued in 2019
imposed an excise tax rate of 50% of the
wholesale price. The current amended Excise Tax
Law No. 01 imposed a new tax rate of 57% of
wholesale the price, 20% profit tax, and an
additional 2% tax dedicated for the Tobacco
Control Fund.

Comments

Although Lao PDR implements a mixed
tax system, which is more effective than a
purely ad valorem system, the
government is unable to enforce the Tax
Law No 023. Instead, the industry refuses
to comply, using the Investment License
Agreement (ILA) as an excuse. Therefore,
the tobacco tax rate as a percentage of
retail prices in Lao PDR is among the
lowest in ASEAN (16-19.7%). It is
recommended that the government
should enforce the Tax Law No. 023 and
punish companies that are not compliant
with the law.

Myanmar

The Union Tax Law is approved by the Parliament
every budget year. The 2021-2022 law was issued
by the State Administration Council in September
2021. The Specific Goods Tax (SGT) Law 2016
specified six tobacco products that are covered by
the taxation policies. There is no plan to update or
amend the SGT Law 2016 yet.

The four-tiered specific tax system in
Myanmar leaves room for the industry to
sell more affordable tobacco products. It
is recommended that Myanmar should
consider implementing a unitary specific
rate for cigarettes and tax all tobacco
products (including cheroots) in a
comparable manner.

Philippines

Excise tax on tobacco products has been imposed
since 2004 under Republic Act (R.A.) 9334 with
amendments in R.A. 10351 (2012), R.A. 10963
(2017), R.A. 11346 (2019) and R.A. 11467 (2020). It
is worth noting that R.A. 11346 (2019) stipulated
1) imposing an excise tax on heated tobacco and
vapor products; 2) increasing of the penalties for
violations of provisions subjected to excise taxes;
and 3) earmarking a portion of the total excise
taxes collected from sugar-sweetened beverages,
alcohol, tobacco, and heated tobacco and vapor
products for the Universal Health Care (UHCQ)
budget. As of February 2020, R.A.11346 and
11467 have been enforced. There are no pending
bills or proposals to amend the tobacco tax rates
currently.

The tobacco tax reform in the Philippines
is recognized as one of the international
best practice examples in the ASEAN
region and globally, because of the shift
to a unitary specific tax system (from a
multi-tiered  system) for cigarettes,
coupled with a very large increase in tax
rates, that effectively reduced the
affordability of cigarettes, minimized the
downtrading to cheaper brands that had
been supported by a multi-tiered system,
and ensured government tax revenues by
closing loopholes that had allowed the
industry to avoid paying higher taxes; at
the same time, tax revenues were
earmarked for universal health care and
alternative livelihoods for tobacco
farmers and workers. It is recommended
that the tax rate should be monitored and
increased on an basis to
continually reduce the affordability of
tobacco products in the country by taking
into account income growth and inflation
rates, while the vaping products should
be taxed at the same rate as cigarettes.

annual
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Thailand
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Tobacco tax laws and regulations

The Excise Act B.E. 2560 (2017) and corresponding
Ministerial Regulations stipulated a mixed excise
tax system for tobacco products. The current
excise tax law imposes a specific tax rate of 1.20
THB plus an ad valorem rate of 20% of the retail
price for 20-stick packs selling for less than or
equal to 60 THB per pack and 40% of the retail
price for 20-stick packs selling for over 60 THB
from 2017-2019. A uniform ad valorem tax rate of
40% was scheduled to be enforced after October
2019; however, this was postponed to October
2020. On October 1, 2021, the Ministerial
Regulation Prescribing Excise Tax Rates (No. 17),
B. 2021 imposed a hybrid excise rate of the
specific rate at 1.25 THB per cigarette plus an ad
valorem rate at 25% of the selling price, less than
or equal to 72 THB per pack (20 cigarettes) and
42% for those more than 72 THB. Effective
October 1, 2021.

Comments

Thailand’s two-tiered mixed tax system
protects the interests of the industry,
which claimed that its business could not
survive the increased tax rates. However,
this system is ineffective because it allows
the industry to manipulate the system to
avoid paying the higher tax rate and
creates wide price gaps for consumers to
shift to cheaper products. It is
recommended that Thailand should
implement a unitary tax rate across all
tobacco products as soon as possible.

Vietnam

Vietnam enforced three specific laws on tobacco
products: 1) Law on Excise Tax, 2) Law on Export
and Import Duties, and 3) Law on Value-Added
Tax. The special consumption tax (excise tax) for
tobacco products is 75% of factory price enforced
on 1Jan 2019 until present. Currently, the Ministry
of Finance is revising the Law on Excise Tax. The
final version of the revised law, which was
submitted to the Government Office, includes
two options for raising tobacco taxes: 1) adding a
specific tax of 2000 VND/pack to the current ad
valorem tax rate of 75% of the ex-factory price; or
2) increasing the ad valorem tax rate to 80% and
later 85% of the ex-factory price.

Vietnam is one of the few countries in the
ASEAN region still implementing an ad
valorem tax system, which gives the
industry opportunities to manipulate the
tax base. It is recommended that Vietnam
should initiate tax reform by shifting from
ad valorem to either a specific or mixed
tax system in order to achieve both
increased government revenue and reap
public health benefits.
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Part 2: Tobacco industry interference in tobacco tax policy

a. Incidents of tobacco industry interference in tobacco tax policy

All surveyed countries reported experiences of tobacco industry interference in tax policy, including:

Using the COVID-19 pandemic as a marketing opportunity to delay the effective implementation tobacco tax policy;

Mobilizing pro-industry/front groups to oppose tax policy;

Sponsoring research to create misleading evidence for policymakers;
Using media to convey their messages to policymakers and the public;
Creating champions in the government to oppose tobacco tax increases;
Interfering with the tax policymaking process; and,

Entering into joint-venture business with the government and receiving preferential treatment on taxation (countries like Thailand and Vietnam have state-owned
tobacco businesses in which the industry is considered an equal partner, and their opinion is taken into account during policymaking for tobacco taxes).

Specific incidents of tobacco industry interference in tax policy issues are presented in detail below.
Using the COVID-19 pandemic as a marketing opportunity and delay the effective implementation tobacco tax policy

-

-

Countries Description Resolution/ countermeasures taken

Cambodia Using the COVID-19 pandemic to promote tobacco products and delay tobacco control Multi-sectoral collaboration between the Ministry of
law enforcement: Health, World Health Organization (WHO) Cambodia
Tobacco companies used the COVID-19 pandemic as a marketing opportunity to promote and the Southeast Asia Tobacco Control Alliance
their products through social media and via corporate social responsibility (CSR), and (SEATCA) to conduct advocacy and legal
delayed full implementation of the National Law on Tobacco Control. intervention in countering the tobacco industry’s

activities.

Lao PDR Using the COVID-19 pandemic to gain preferential treatment on taxation: The Tax Department of the Ministry of Finance Lao
Tobacco companies approached the Ministry of Finance Lao PDR and sent a letter to the PDR amended an article in Tax Law No. 01 issued in
Finance Minister to decrease the Value Added Tax (VAT) rate for tobacco product,s as they 2019 to decrease VAT to 7% for all commodities
claimed the COVID-19 pandemic impacted their business and the Lao PDR economy. except tobacco products.

Vietnam Using the COVID-19 pandemic to delay tax increases and reform: The Vietnam Tobacco None

Association (VTA) organized a workshop on “Prevention of Smuggling: Current Situation
and Solutions” held on April 13, 2022. They proposed that th Viethamese Government not
increase the excise tax on cigarettes so that tobacco businesses could recover from the
COVID-19 pandemic, and delay the tax increase to after 2025. This was meant to be in line
with the Government's Action Plan in Resolution No. 54/NQ-CP dated April 12, 2022 to
implement the National Assembly's Resolution on the Basic Plan for restructuring the
economy in the period of 2021 - 2025.




-

-

-
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Mobilizing pro-industry/front groups to oppose tax policy

Countries Description Resolution/ countermeasures taken

Indonesia Mobilization of pro-industry groups to build support and create public pressure: Tobacco control advocates disseminated
Throughout 2018, media coverage was dominated by pro-industry statements against tax counter-arguments through the media.
increases and tier simplification. Groups that supported industry arguments included
farmers and consumers associations, tobacco industry associations, labor/ workers
associations, employers’ associations, and independent agency/ research institutions.

Mobilization of political parties to influence the government: Political parties played a None
significant role in pressuring the government to not raise the tax rate and to withdraw the
simplification plan in 2018. This was confirmed by Indonesian Vice President Jusuf Kalla,

who said that the government had initially planned to increase tobacco taxes in 2019.

However, the political parties and tobacco farmers opposed this plan, and the government

could not proceed.

Mobilization of religious groups to pressure the government to revoke the tobacco excise None
simplification roadmap:

Nahdlatul Ulama (NU), Indonesia’s biggest socio-religious organization with significant

political influence over the government, took part in pressuring the government to revoke

Regulation No. 146 on tobacco excise taxes. On 11 October 2018, the NU Executive Board

convened to discuss tobacco taxation and to develop its recommendations for the
government.

Philippines Mobilization of front groups to oppose or undermine tobacco tax policy proposals: HJ, together with advocates, consistently request to
Tobacco companies in the Philippines mobilize front groups or related groups to show be invited as resource speakers during
policymakers that they have support in opposing tobacco tax policies, often requesting Congressional hearings as well. During hearings,
Congress to invite front groups, such as the Philippine Tobacco Institute, the Philippine they always respond to correct or counter the claims
Tobacco Growers Association, and related groups representing tobacco of the industry against proposals to increase tobacco
businesses/employers, retailers, and consumers, to Congressional hearings. taxes. In addition, advocates also organize rallies or

marches in support of tobacco tax policies.

Thailand Mobilization of front groups to protest the extended tax rate by Ministerial Regulations None

under Excise Act B.E.2560 (2017): The tobacco industry used farmers as a front group to
protest the regulations.

Mobilization of Tobacco Enterprises Workers' Union and tobacco farmers to oppose the
tax rate adjustment: The tobacco industry used the Union to oppose tobacco tax rate
adjustments.
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Sponsoring research to create misleading evidence for policymakers

Countries

Indonesia

Description

Sponsoring research to produce ‘misleading’ evidence against simplification: The
PMI-sponsored Asia lllicit Tobacco Indicator annual reports for Indonesia were prepared by
the Economics and Business Research and Development Agency of Gadjah Mada University.
In October 2018, when deliberations on tobacco excise intensified, a new voice from
academia (a postgraduate lecturer from Padjadjaran University), surfaced in the media. The
academician had conducted a simulation study and concluded that excise simplification
will slow down the industry volume and reduce the government’s revenue.

Development of a tobacco roadmap by a pro-industry research institution: In 2018, a
research institution previously not involved in tobacco control, the Independent Research
and Advisory Indonesia (IRAl) was engaged by the Coordinating Ministry for Economic
Affairs to develop a new tobacco roadmap. IRAI lists Sampoerna Strategic as one of its
clients. The founder and head of IRAI, Lin Che Wei, was CEO of Sampoerna Foundation from
2007 to 2008.

Resolution/ countermeasures taken

Tobacco control advocates

counter-arguments to the policymakers.

None

provided

Vietnam

The Vietnam Tobacco Association (VTA) recommended that the government dedicate
50% of the Tobacco Control Fund (TCF) to cigarette smuggling control: The VTA shared
cigarette smuggling data in Vietnam, showing a loss of over 6,500 billion VND in revenue
per year. They claimed that cigarette smuggling would increase due to the increased price
of domestic cigarettes as a result of tax increases which took effect in January 2016. They
complained that each year, the industry contributed over 400 billion VND to the TCF, but
the fund had not been utilized effectively. It also protested the lack of funding to set up the
anti-cigarette smuggling task force.

None
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Using the media to convey their messages to policymakers and the public

Countries

Philippines

Description

The tobacco industry uses its media network to block articles or news reports in support
of tobacco tax policy: The tobacco industry in the Philippines is known to tap the services of
known advertising or media campaign groups in order to oppose tobacco tax policies. In
2011-2012, there were reports that the tobacco industry requested its contacts in the media
to cut off or block articles or news reports pertaining to the benefits of tobacco tax for
Universal Health Care. It also gives incentives to media personalities who write against the
tobacco tax policies.

Resolution/ countermeasures taken

Due to limited resources, the tobacco control
advocates used the guerilla marketing method
wherein they used alternative media to convey
messages in a non-conventional manner. They also
learned to creatively use social media platforms and
actively pursued opportunities to appear as guests
in shows/programs hosted by respected media
personalities. In recent years, the local media
network was also provided with capacity building
activities in order to increase their interest to cover
or feature stories that are related to the
implementation of the tobacco tax law.

Vietnam

The VTA published a newspaper article claiming that increasing tobacco taxes will
increase cigarette smuggling: According to the VTA, the excise tax on cigarettes increased
by 75% in 2019, which resulted in increased domestic cigarette prices. In addition, the
tobacco tax rate will increase to 80% in 2020, further increasing cigarette prices to a
maximum of 2,000 VND/pack, which they claim will bring smuggled cigarettes into the
market.

Vinataba claimed through the media that the increased tax rates were affecting
measures to combat cigarette smuggling: In June 2019, Vinataba claimed that the
increased excise tax in effect since 1 January 2019 had an adverse impact on product prices
and production and facilitated high cigarette smuggling activity in the country.

In 2022, they claimed that their business faced difficulties when the special consumption tax
(SCT) on cigarettes increased from 70% to 75%, affecting the selling price of products and
business as a whole. It caused total demand in the domestic market to decrease
significantly, and people's purchasing power for domestically produced products
decreased.This indirectly created conditions for smuggled cigarettes to increase.

None

None
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Creating champions in the government to oppose tobacco tax increases

Countries

Indonesia

Description

Creating champions in the government to oppose tobacco tax increases and excise tier
simplification: Throughout 2018, various government officials made media statements,
either supporting or opposing tax increases and tier simplification for 2019. The statements
that opposed tax increase and simplification were from ministries closely associated with
the tobacco industry.

Interfering with the tax policymaking process

Country

Cambodia

Description

The lobby against tax increases took place internally. The common industry argument for
opposing tax reform was increased illicit trade in the country.

Resolution/ countermeasures taken

None

Resolution/ countermeasures taken

SEATCA and WHO Cambodia conducted a number
of advocacy meetings with relevant government
officials to build understanding about the benefits
of the tobacco tax policy.

Indonesia

Interfering with the policy-making process for tobacco excise taxes: Previously, the
Finance Minister had full authority to determine tobacco excise taxes. The decision on taxes
is promulgated through a Finance Minister Regulation after a series of consultative
meetings with related Ministries and stakeholders, including the tobacco industry, as
mandated by Excise Law No 39/2007. In November 2017, the President issued Presidential
Instruction No. 7, Year 2017 on “Policymaking, Policy Monitoring, and Policy Control at the
Ministerial Level and Government Institution Level”, which provides a mechanism that gives
a stronger supervisory role to the Coordinating Minister to ensure policy coherence among
related Ministries.

None

Lao PDR

The Lao Tobacco Company Ltd. (LTL) proposed that they will comply with the specific tax
increase regulations (an increase from 500 to 600 LAK), if the government approves the
cigarette minimum price policy proposed by LTL. In addition, they urged the government to
control the illicit trade of tobacco products instead of increasing the tax rates.

The Ministry of Health of Lao PDR, WHO, and
SEATCA organized an advocacy meeting for the
National Tobacco Control Committee to
understand the industry’s tactics (fact sheets were

developed and disseminated to policymakers).



Countries

Myanmar
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Description

The industry provided recommendations for the development of the SGT law. There is no
specific evidence of this incident. However, the respondent learned that the industry has
been advising the government to include tax tiers to weaken the tobacco tax measures.

Resolution/ countermeasures taken

People’s Health Foundation (PHF) has conducted
advocacy activities with the Internal Revenue
Department (IRD) and with parliamentarians.

Philippines

The tobacco industry approached and met with legislators: Tobacco companies are seen to
visit the individual offices of legislators (House of Representatives and the Senate) and advise
legislators in arguing against tax reforms. One incident documented in 2012 was when then
Senator Bongbong Marcos and his staff were caught being advised by Philip Morris Fortune
Tobacco Corporation (PMFTC) lawyers during the plenary debates on the Sin Tax Bill.

The tobacco industry sponsored foreign trips for legislators and their staff to learn about
ESDs.

The tobacco industry attempted to collaborate with government agencies in
implementing tobacco tax policies: The tobacco industry tried to partner with government
agencies tasked to implement the tobacco tax law. In 2013, the PMFTC tried to offer to the
Bureau of Internal Revenue (BIR) a track and trace system that their affiliate had developed.
The company, along with other tobacco players, also coordinates with the Bureau of
Customs (BOC) in conducting raids against counterfeit products.

HJ, together with advocates, provided technical
advice to champion legislators. These legislators
are provided with the needed data or information
that can equip them in debating/refuting the
claims of legislators who were against tobacco
taxes and allied with the tobacco industry.

HJ advocated to the BIR and BOC for the adoption
of the DOH-CSC Joint Memorandum Circular (JMC)
that is aligned with the principles of Article 5.3 of
the WHO FCTC. The BIR issued an internal policy
that contribute to the rejection of PMFTC's offer of
its tracking and tracing system.

The BOC in 2012 rejected the renewal of the
Memorandum of Understanding (MOU) with
PMFTC. But the agency has yet to issue their own
policy against tobacco industry interference. HJ
and advocates continue to engage the agency to
remind them about the JMC.
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Countries

Vietnam

Description

The tobacco industry has provided advice and/or lobbies the government on the tobacco
tax policy since 2014:

(1) In March 2014, the VTA submitted recommendations to the government not to raise
tobacco taxes. VTA used their contribution to government revenue and the problem of
cigarette smuggling as arguments to not raise tobacco taxes.

After the government submitted the Law on Excise Tax to the National Assembly, the VTA
sent a written request to the National Assembly's Legal Committee to protest the increase of
tobacco taxes. In October 2014, the VTA collaborated with the government to conduct a talk
show on tobacco taxes.

The VTA’s argument focused on the increased consumption of illicit cigarettes due to
tobacco tax increases, resulting in the reduction of local tobacco production (to 20% - 30%).
Therefore, it would result in national revenue loss. They argued that raising taxes would
affect employment in the tobacco production sector.

(2) The Vietnam National Tobacco Corporation (Vinataba) made five recommendations to

the National Assembly in 2018.

The five recommendations are:

«  Establishing measures to control tobacco smuggling, placed under the responsibility of
the TCF.

«  Government support to privatize Vinataba as mentioned in Vinataba’'s December 2017
letter to the Ministry of Industry and Trade, numbered 04/TLVN-TCNS.

«  Strengthening licensing control on tobacco business investment in terms of growing
tobacco, selling of tobacco raw materials, and developing tobacco material farms.

«  Strengthening smuggling control, especially at points of sale.

- No amendment of the calculation method of special consumption taxes applicable to
cigarettes and cigars within the five proposed tax laws.

(3) In July 2018, the VTA in collaboration with Fatherland Fronts of Can Tho province
organized a workshop on “The Negative Impacts of Tobacco Smuggling to Socio-economic
Status”, wherein they gave recommendations to the Ministry of Finance to temporarily
consider not increasing tobacco taxes due to increased tobacco smuggling in Vietnam.

Resolution/ countermeasures taken

HBV and other partners sent a letter commenting
on the draft Excise Tax Law to related Ministries and
the National Assembly and providing evidence on
the ineffectiveness of the current tax system and
the need to raise tobacco taxes. They also
organized advocacy workshops with the
government.

None

None

continued



Countries

Vietnam
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Description

(4) In April 2019, the VTA proposed to the government that the tax increase should be
considered at an appropriate time, with appropriate increases to avoid adverse effects to
the industry (i.e. not achieving revenue goals and not reducing tobacco consumption). It
also argued that the tax increase should be considered in the context of increased cigarette
smuggling; increasing the excise tax at this time will lead to high illicit tobacco consumption
and profits in the illicit market.

(5) In July 2019, the Dong Nai Food Industry Corporation (DOFICO) proposed that the
Ministry of Finance not increase the tax rate according to the schedule (from 1 January 2020
onwards), and delay the application of a mixed tax system until there is effective smuggling
control.

(6) In June 2020, the Dong Nai Food Industry Corporation (DOFICO) proposed that the
Ministry of Finance not increase the tobacco tax rate according to the January 1, 2020
roadmap, and to delay the mixed tobacco tax system reform until there are effective
measures in place to combat illicit trade of tobacco products.

(7) In March 2022, The Vietham Chamber of Commerce and Industry (VCCI) proposed
amendments to the Law on Value-Added Tax, the Law on Excise Tax, and the Law on
Corporate Income Tax. They also requested to add new tobacco products to the list of items
subjected to excise tax.

(8) In August 2022, The Vietnam Tobacco Association (VTA) proposed that the Ministry of
Finance temporarily halt the excise tax increase on cigarettes in the coming years, and
amend the Law on Tobacco Control to transfer the management of the Tobacco Control
Fund to the Ministry of Finance

(9) In October 2022, Japan Tobacco International (JTI) representatives proposed the
tobacco tax increase roadmap to the Government. They claimed that foreign-invested
enterprises (FDI) companies will face difficulties if tax increases are not planned in the long
term. Enterprises need to foresee the excise tax increase plan that will take effect within the
next few years, so that they can plan for future investment strategies, in order to reduce
market risks.

Resolution/ countermeasures taken

None

None

None

None

None

None
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Entering into joint-venture business with the government and receiving preferential treatment on taxation (in which the industry is considered an equal partner,
and their opinion is taken into account during policymaking for tobacco taxes).

Countries Description Resolution/ countermeasures taken
Lao PDR The Lao PDR government signed a 25-year Investment License Agreement (ILA) with + Negotiations to amend the ILA began in
Coralma International and S3T Pte Ltd (joint venture with Lao Tobacco Company Ltd. November 2019.
[LTL]): « The government proposed revising the ILA and
« The ILA affords privileges to the industry to pay very low tax rates for 25 years and gave submitted the revised articles to the LTL. The LTL
the tobacco industry an exemption from profit taxes for the first 5 years of the contract. rejected the government proposal in December
« The Tax Law No 023 is not enforced on the LTL as they are only obliged to the ILA. 2019.
- Ifthe Lao PDR government violates the ILA, ensuing legal processes will take place in « The task force under the Ministry of Planning and
Singapore. Investment (MOPI) sent a letter to the MOPI
« TheLTL no longer pays specific taxes. Minister and Deputy Prime Minister for further
«  The Chinese Hongta Tobacco Company (CHTC), a non-party to the ILA, claimed similar consideration and direction on how to proceed.
tax benefits as the LTL. « The Tax Department collected data and

information related to lost revenue and will
provide recommendations to the Deputy Prime
Minister and Minister of Finance to consider and
provide further direction.

« The consultation meeting between SEATCA, the
Lao PDR Ministry of Health, and the Tax
Department took place in February 2020. It was
decided that SEATCA will assist the Tax
Department by sending in a tax expert to
estimate the impact of revenue loss from the ILA,
for further policy recommendations to the Lao
Government.

«  The government cancelled CHTC's tax privileges
but CHTC is not complying.




Countries

Philippines
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Description

The tobacco industry as a stakeholder that needs to be heard and consulted: Tobacco
company executives or representatives are consistently invited as resource speakers
whenever there are proposals to increase tobacco tax rates (2011-2012, 2016-2020). This
practice of Congress to invite tobacco companies is in line with the so-called “balanced
policy” approach.

Resolution/ countermeasures taken

HJ, together with advocates, consistently request to
be invited as resource speakers during
Congressional hearings as well. During hearings,
they always respond to correct or counter the claims
of the industry against proposals to increase
tobacco taxes.

Vietnam

The VTA received an award from the government: The VTA celebrated their 25th
anniversary and received the Labor Medal award. The Deputy Minister of Industry and Trade
expressed appreciation for the contribution of the industry in terms of:

«  Developing raw tobacco materials and contributing to poverty reduction.

« Increasing state budgets.

«  Expanding the export of cigarettes.

None



Tobacco Industry Interference in Tobacco Tax Policy in ASEAN Countries November 2022

1. Common tobacco industry arguments interfering in tobacco tax policy

The three most common arguments used by the tobacco industry when opposing tax increases, listed below, were
identified by respondents:

1. High tax rates increase smuggling and illicit trade of tobacco products.
High tax rates have a negative impact on employment particularly for tobacco farmers; and
High tax rates have a negative impact on the investment and business sectors and halt economic

growth in the country

In addition to the most common arguments, the Philippines reported that the tobacco industry is using the
argument that vapor products like Heated Tobacco Products (HTPs) need to be taxed differently from tobacco
products because they can potentially help individuals to quit smoking. Vietnam also highlighted similar
arguments on applying taxes to novel tobacco products. Furthermore, the tobacco industry argues that the
COVID-19 pandemic has given them economic hardship. Therefore, the government should not increase taxes.

2. Interaction between government ministries/agencies and the tobacco industry
regarding tobacco taxation®’

Respondents in Indonesia, Myanmar and Vietnam reported that government-related ministries/agencies in their
countries met with tobacco industry representative(s) or related person(s) regarding tobacco taxation, while the
remaining countries (Cambodia, Lao PDR, Philippines and Thailand) were not certain due to the lack of available
information.

Indonesia:
Tobacco industry involvement is mandatory according to Law No 39/2007 on Excise Tax Article 5(4):

Article 5(4): Determining the amount of revenue target from excise tax in the State Annual Budget Plan and the
alternative policies of the Minister in optimizing the effort to achieve the revenue target shall take into account the
condition of the industry and aspiration of the business players and presented in the parliament for approval.

Meetings between government officials and the tobacco industry in policymaking processes are considered
normal. The following are several examples of such meetings that the media has covered in 2020:

«  The Office of Customs and Excise invited tobacco industry representatives to discuss the 2021 excise tax policy
and conducted a survey on the industry’s hopes and expectations in times of the pandemic?®%.

- Magelang’s customs and excise officials attended an Asosiasi Petani Tembakau Indonesia (APTI) meeting to
accommodate farmers' aspirations®3'.

«  TheRegional Head of Customs and Excise in Central Java and DIY paid a visit to PT. Djarum Kudus on Thursday,
18 June 2020, to ensure that government policies introduced during the COVID-19 pandemic are effective in
helping the industry run its business2

«  Batam’s customs and excise office worked with business entities to promote and maintain economic growth,
including with PT. Adhi Mukti Persada, a tobacco product processing company in Batam. This initiative was
carried out under a program called Customs Visit Customer (CVC) program?3,

27 According to the WHO, the interaction between governments and tobacco industry is not prohibited, but they must be transparent and ensure accountability. Please read more on:
https://www.who.int/tobacco/resources/publications/Tobacco%20Industry%20Interference-FINAL.pdf

2 http://www.klinikpajak.co.id/berita+detail/?id=berita+pajak+-+bea+cukai+belum+putuskan+kenaikan+cukai+rokok+di+tahun+2021

2 https://ekonomi.bisnis.com/read/20200612/9/1251829/survei-bea-cukai-ini-harapan-pelaku-industri-tembakau-di-tengah-pandemi

0 _https://www.jpnn.com/news/menampung-aspirasi-petani-tembakau-bea-cukai-magelang-hadiri-pertemuan-apti

31 https:/fin.co.id/2020/12/04/dengar-aspirasi-bea-cukai-magelang-kunjungi-asosiasi-petani-tembakau-jateng/

32 https://beacukai.bisnis.com/read/20200619/468/1254973/kawal-pemulihan-ekonomi-nasional-bea-cukai-sambangi-djarum.-ada-apa
 https://nasional.tempo.co/read/1442821/bea-cukai-dan-pelaku-usaha-jalin-sinergi-jaga-ekonomi
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Myanmar and Vietnam reported meetings between the government and the tobacco industry. The tobacco

industry discussed with the Ministry of Finance and the Committee of Budget and Finance of the National

Assembly of Vietnam about novel tobacco products and proposed taxation on the products but none of the

countries were able to access meeting minutes or official documents from these meetings.

3. Groups against tobacco taxation

Respondents in all surveyed countries reported a wide range of pro-industry groups that oppose tobacco tax

policy in their countries, such as the business sector, nonprofits, experts and researchers, government agencies,

and tobacco industry-related groups. The top group types regularly opposing tobacco tax policy reported by the

seven countries are:

1.

2
3.
4

The business sector (e.g. retailers, hotels, café and restaurant associations.)
Government agencies (e.g. local governments in the tobacco farming region)
Tobacco industry related groups (e.g. tobacco farmers, employees, and tobacco retailer associations), and

Experts and researchers (e.g. economists, academics, universities, and lawyers)

Front groups and industry allies against tobacco taxation in each country are listed by sector below:

Sectors Countries and list of industry front groups and allies
Business Cambodia
« Indobest Groups Co., Ltd
«  Heng Heng Import & Export Co., Ltd
« Houtraco International Limited
Indonesia
Rosan Perkasa Roeslani, Chairperson of the Indonesian Chamber of Commerce
and Industry (Kadin)
«  Anggawira, Deputy Chairperson of the Central Executive Board
of the Indonesian Young Entrepreneurs Association (BPP HIPMI)
Myanmar
Tobacco Producer Association
Philippines
«  American Chamber of Commerce in the Philippines (AmCham)
+  Philippine Tobacco Institute
«  Federation of Philippine Industries
Employers Confederation of the Philippines
«  Philippine Association of Stores and Carinderia Owners
«  Philippine Amalgamated Supermarkets Association, Inc.
«  Philippine E-cigarette Industry Association (PECIA)
«  The Philippine E-Liquid Manufacturers Association (PEMA)
«  The Vapers Philippines
Thailand
«  Tobacco Authority of Thailand
Vietnam
- Vietnam Tobacco Association (VTA)
Vietnam National Tobacco Corporation (Vinataba)
Nonprofit Indonesia
«  Sarmidi Husna, Secretary of the Bahstul Masail Institute
of the National Board of Nahdlatul Ulama (LBM PBNU)
Philippines
+  Minimal Government Thinkers
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| Sectors Countries and list of industry front groups and allies
Experts and Indonesia
researchers +  Dindin S. Damanhuri, Professor at the Faculty of Economics and Management,
- Bogor Institute of Agriculture (IPB), and Senior Researcher of INDEF
- Drajad Wibowo, Economist at the Institute for Development of Economic and Finance
(INDEF)

«  Enny Sri Hartati, Senior Researcher of the Institute for Development of Economics and
Finance (INDEF)
«  Ariyo DP Irhamna, An observer of the Institute for Development of Economics and Finance

(INDEF)

«  Bhima Yudhistira Adhinegara, Institute for Development of Economics and Finance
(INDEF)

- Tauhid Ahmad, Executive Director, Institute for Development of Economics and Finance
(INDEF)

« Ahmad Heri Firdaus, Researcher at the Institute for Development of Economics
and Finance (INDEF)

. Putra Perdana, Head of the Forum for Socio-Economic Studies (Foses)

«  Fajry Akbar, Center for Indonesia Taxation Analysis (CITA)

«  Maharani Hapsari, Co Chair-holder, Gadjah Mada University-WTO Chair Program

«  Prima Gandhi, academician at Bogor Agricultural University (IPB)

- Candra Fajri Ananda, Professor at the Faculty of Economics and Business,
Brawidjaya University

- Imanina Eka Dalilah, Researcher at the Center for Economic Policy Research (PPKE)
Brawijaya University

« Joko Budi Santoso, Researcher at the Center for Economic Policy Research (PPKE)
Brawijaya University

«  Gugun El Guyanie, Constitutional Law Lecturer, State Islamic University (UIN)
Sunan Kalijaga Yogyakarta

«  Fendi Setyawan, Lecturer at the Faculty of Law at the University of Jember

. Satriya Wibawa, Researcher, Padjadjaran University

« Mudiyati Rahmatunnisa, researcher at Padjadjaran University

«  Bayu Kharisma, Researcher, Faculty of Economic and Business, Padjadjaran University

« Andi Nuhung, Head of the Institute for Foods and Agriculture Development Studies
(IFADS)

- Piter Abdullah, Research Director of the Center of Reform on Economics (CORE) Indonesia

Lao PDR
«  Lawyers Consultation Group (company)

Philippines
« Romulo Neri, economist and consultant, Mighty Corporation3*

Vietnam

- Lawyer Ha Thi Thanh, Lawyers Association of Hung Yen Province, Member of the National
Lawyer Council, Member of the Board of Supervisors, Rewards and Disciplinarian

«  Dr.Le Dang Doanh, former director of the Central Institute for Economic Management**

«  Associate Profressor Dr. Ngo Tri Long, Economic Expert®’

«  Ms. Dinh Thi Quynh Van, General Director of Price Waterhouse Coopers (PWC) Vietnam
Auditing and Consulting Company?®

3*Philippine Daily Inquirer (2017). Former NEDA chief Romulo Neri favors two-tier tax system. Retrieved from
https://newsinfo.inquirer.net/864154/former-neda-chief-romulo-neri-favors-two-tier-tax-system

* Legal Newspaper (2022). Retrieved from https://baophapluat.vn/thue-tieu-thu-dac-biet-doi-voi-thuoc-la-chuyen-gia-kien-nghi-can-dieu-chinh-theo-lo-trinh-post445273.html
*ibid.

bid.

3 Vietnam Finance Magazine (2002). Retrieved from https://vietnamfinance.vn/tang-thue-tieu-thu-dac-biet-bai-toan-giua-tang-thu-va-on-dinh-kinh-doanh-20180504224272521.htm
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Sectors Countries and list of industry front groups and allies
Government Indonesia
agencies «  Central Government

= Ministry of Agriculture®*#

= Ministry of Labour?'

= Ministry of Villages, Development of Disadvantaged Regions, and Transmigration*?
= Ministry of Industry*#

+  Head of Local Government
= Bojonegoro District Head*
= Temanggung District Head*s*
= Salatiga Mayor*
= Tegal District Head*
= Jombang District Head*®
= Malang Mayor*'
= Pasuruan District Head*?
=  Tuban District Head**
= Ngawi District Head**
= Mojokerto District Head*>®

« National House of Representatives (DPR)/People’s Consultative Assembly (MPR)
= Commission IX (Yahya Zaini)*®
= Commission IV (Firman Soebagjo)*’
= Commission XI (Kamrussamad)®
= Commission XI (Ahmad Najib Q.)**
= Commission XI (M. Sarmuji)®°
= Commission XI (Indah Kurnia)®'
= Commission VI (Amin Ak)®?
= DPR member (Abdul Kadri K.)%
= Legislative Board (Willy Aditya)®*
= Commission IV (Luluk Nur H.)%
= Commission XI (Anis Byarwati)®
= Commission XI (Hendrawan Supratikno)®’
= Commission VI (Faisol Riza)®®
= Commission IV (AA Bagus Adhi Mahendra)®®
= MPR Vice Speaker (Lestarie Moerdijat)”*”!

«  Local House of Representatives (DPRD)
= DPRD-East Java (Daniel Rohi)”?
= DPRD-East Java (Ahmad Athoilah)”?
= DPRD-Bali (Sugawa Korry)™
=  DPRD- East Java (Dwi Hari Cahyono)”
= DPRD-Jember (Agusta Jaka P)7

* https://kabarbisnis.com/read/28102001/kebijakan-cukai-tembakau-kementan-sodorkan-dua-instrumen-ini
“0 https://www.teras.id/news/pat-2/263204/kementan-sebut-harga-tembakau-jatuh-karena-kenaikan-cukai-rokok

“ http://bitly.ws/cTmD

“2 https://www.jpnn.com/news/wamen-desa-pdtt-dukung-perjuangan-petani-tembakau-tolak-simplifikasi-cukai-rokok
s://ekonomi.bisnis.com/read/20201023/257/1308868/kemenperin-tolak-penaikan-cukai-iht-2021

a“ http:[[bitlyw_s[chB

“ https://www.jpnn.com/news/tak-ingin-ada-warga-terdampak-phk-bupati-bojonegoro-berharap-|

. http:[[bitlyWs[chw

S: X .
72 http://bitly.ws/cTnS
7* https://kabarjombang.com/pertanian/harga-tembakau-anjlok-komisi-b-dprd-jatim-dampak-kenaikan-tarif-cukai
" http://bitly.ws/cTmp

75 https://www.timesindonesia.co.id/read/news/325856/dprd-jatim-berharap-tak-ada-kenaikan-cukai-hasil-tembakau
’® https://www.wartaekonomi.co.id/read312329/waduh-kebijakan-cukai-rokok-ancam-kedaulatan-ekonomi
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Sectors Countries and list of industry front groups and allies
Government Lao PDR
agencies « Lao Tobacco Company Ltd., a joint venture with the government of Lao PDR. Officials from
the Ministry of Industry and Commerce are board members of the joint venture.
Philippines
«  National Tobacco Administration
Thailand
«  Ministry of Finance (The Tobacco Authority of Thailand (TOAT) is a state-owned company,
thus the Ministry controls its operations.)
Vietnam
«  Mr.Nguyen Sy Cuong-Vice Chairman of Foreign Affairs Committee of the National Assembly””
« Mr.Nguyen Manh Cuong - Vice chairman of Judicial Committee of the National Assembly?®
«  Mr.Nguyen Manh Cuong- Vice chairman of Judicial Committee of National Assembly”
«  Professor. Hoang Van Cuong - Member of the Finance and Budget Committee
of the National Assembly?°
«  Dr.Nguyen Dinh Cung - Former director of the Central Institute for Economic Management®’
Tl-related Indonesia
groups «  Mindaugas Trumpaitis, President Director of PT HM Sampoerna Tbk
- Iwan Kendrawaran, Head of Government Affairs of PT Bentoel Internasional Investama Tbk

(RMBA)

Ivan Cahyadi, Sales Director of HM Sampoerna

Djonny Saksono, President Director of PT Indonesian Tobacco Tbk

Troy J. Modlin, Director PT HM Sampoerna, Tbk

Muhaimin Moeftie, Chairman, Indonesian White Cig. Businesses Federation (Gaprindo)
Henry Najoan, General Head of the Indonesian Cigarette Manufacturers Association
(GAPPRI)

Willem Petrus Riwu, Secretary General of the Indonesian Cigarette Manufacturers
Association (GAPPRI)

Sulami Bahar, Chairman, Cigarette Company Association (Gapero) Surabaya, Jawa Timur
(Jatim)

Johni, Head of Malang Cigarette Manufacturer Association (Gaperoma)

Roy Lefrans, Secretary-General of the Indonesian Electronic Nicotine Delivery Devices
Business Players Association (APPNINDO)

Shariffudin Bujang, CEO of NCIG International

Joko Wahyudi, Chairman, Indonesian Cigarette Producer Partnership (MPSI)

Soeseno, Head of the Indonesian Tobacco Farmers Association (APTI)

Agus Parmuji, Chairman, National Board of Indonesian Tobacco Farmers Association (APTI)
Agus Setyawan, Deputy Director General of the National Leadership Council of the
Indonesian Tobacco Farmers Association (DPN APTI)

Suryana, Head of the Indonesian Tobacco Farmers Association (APTI) West Java Province
Sahmihudin, Head of the Indonesian Tobacco Farmers Association (APTI) of West Nusa
Tenggara (NTB)

Ristomoyo, Head of the Indonesian Tobacco Farmers Association (APTI) for Wonosobo
Nurtantio Wisnu Broto, Head of the Indonesian Tobacco Farmers Association (APTI)

for Central Java

Dwi Wahyono, Head of the Indonesian Tobacco Farmers Association (APTI)

in Lumajang Regency

Mubh Rifai, Head of Regional Leadership Council (DPD) APTI Central Java

Continued

77 http://www.vinataba.com.vn/App_File/userfiles/files/Thu%E1%BB%91c%201%C3%A1%205%E1%BB%91%201%20-%202019.pdf
78 http://www.vinataba.com.vn/App_File/userfiles/files/Thu%E1%BB%91c%201%C3%A1%205%E1%BB%91%201%20-%202019.pdf
7 https://congthuong.vn/de-xuat-phuong-thuc-danh-thue-tieu-thu-dac-biet-phu-hop-voi-thuoc-la-171871.html

8 https://baodautu.vn/muc-thue-voi-thuoc-la-hop-|

hap-cang-cao-buon-lau-cang-nhieu-d164461.html

8-https://vietnamfinance.vn/tang-thue-tieu-thu-dac-biet-bai-toan-giua-tang-thu-va-on-dinh-kinh-doanh-20180504224272521.htm
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Countries and list of industry front groups and allies

Indonesia

Samukrah, Deputy Chairperson of APTI

Mudi, Head of Branch Representative Council (DPC) APTI Lamongan

Ristomoyo, Head of the Wonosobo Regional Branch Council of the Indonesian Tobacco
Farmers Association (DPC APTI)

Dwi Wahyono, Head of the Lumajang DPC APTI

Syukur Fahruddin, Secretary of Central Java-based Indonesian Tobacco Farmers Association
(APTI)

Sukoharjo Rahmat, Management of Indonesian Tobacco Farmers Association (APTI)

Heri Susianto, The Head of Indonesian Cigarette Industry Community Forum (FORMASI)

J.P Suhardjo, Secretary-General of Indonesian Cigarette Industry Community Forum
(FORMASI)

Budidoyo, Chairman, Indonesia Tobacco Society Alliance (AMTI)

Sudarto, Chairman, Tobacco, Food, Beverage and Cigarette Workers Union Federation

(FSP RTMM-SPSI)

Azami Mohammad, The Coordinator of National Committee for Kretek Conservation (KNPK)
Aditia Purnomo, Head of the Kretek Community

Billy Aries, Secretary General of the Gerbang Tani

Idham Arsyad, General Head of the Gerbang Tani

Chamim, Head of the Central Java Gerbang Tani

Philippines

People’s Coalition Against Regressive Taxation

National Federation of Tobacco Farmers Associations and Cooperatives
Philippine Tobacco Growers Association

Trade Union Congress of the Philippines (TUCP)

Caucus for Philippine Competitiveness

Federation of Free Farmers (FFF)

Vapers Philippines

Vapers Alliance

Nicotine Consumer of the Philippines

ProYosi

Thailand

Tobacco farmers

Vietnam

Vietnam Tobacco Association (VTA)

Vietnam Chamber of Commerce and Industry (VCCI), Vietnam Tax Consultants' Association
(VTCA)

Vietnam Beer - Alcohol - Beverage Association

Hanoi Anti-counterfeiting & Brand Protection Association.

Philippines
Newspaper columnists

Neal Cruz®

Mary Ann Reyes®
Alex Magno®

Ducky Paredes®
Bienvenido Oplas Jr.%
Jojo Robles®”

82 Clear the air news tobacco blog (2013). Neil H. Cruz: “Cheap Cigarettes from China Flooding PH". Retrieved from http://tobacco.cleartheair.org.hk/?p=7791
8 Casauay, A. (2012). 4 Columnists exposed for similar in tax articles. Retrieved from https://www.rappler.com/nation/16119-4-columnists-exposed-for-similar-sin-tax-articles

8 Ibid
8 Ibid

% Oplas, B.S. (2018). Tobacco taxation, smuggling and plain packaging. Retrieved from https://www.bworldonline.com/tobacco-taxation-smuggling-and-plain-packaging/
87 Casauay, A. (2012). 4 Columnists exposed for similar in tax articles. Retrieved from https://www.rappler.com/nation/16119-4-columnists-exposed-for-similar-sin-tax-articles
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Part 3: Counteraction from tobacco control networks

Respondents in all countries reported existing campaigns/activities to counteract tobacco industry interference in
tobacco tax policy in their countries. Cambodia did not report specific activities. The reported counteractions at

the country level are summarized below:

1. Dissemination of counter-arguments in response to the industry’s arguments through media in Indonesia, the
Philippines, Thailand and Vietnam. Tobacco control networks invite experts, particularly economists and
public health experts to provide evidence-based arguments in support of tobacco tax policy. Press
conferences and meetings are commonly conducted among the tobacco control network to provide
policymakers and the public with evidence and arguments against the tobacco industry.

2. Organization of workshops, advocacy meetings, and study tours for policymakers to create a venue to
exchange opinions and information. Most importantly, these events are conducted to equip policymakers
with knowledge and information that is trustworthy and reliable. These counteractions are commonly
practiced in Cambodia, Lao PDR and Myanmar. In Lao PDR, advocacy was conducted through the Ministry of
Finance and the Ministry of Planning and Investment to take the lead role in submitting a letter to the Prime
Minister’s Office ordering the tobacco industry to pay specific taxes and enforce no exemption of Value Added

Tax (VAT) on tobacco products during the COVID-19 pandemic.

(More information in Appendix 1)
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Part 4: Assistance required

The respondents in all countries except Indonesia requested assistance from SEATCA to counter tobacco industry

interference in tobacco tax policy. Below is the summary of assistance required by the respondents:

1. Build understanding and conduct regular advocacy meetings for senior officials from the Ministry of Finance,

Parliament and the National Assembly.

2. Dissemination of counter-arguments against the tobacco industry through media as well as provision of

information about international best practices, particularly on addressing the illicit trade of tobacco products

and alternative livelihoods for tobacco farmers.

3. Development of evidence and research, particularly in the area of government revenue from tobacco taxes by

working closely with Ministry of Finance officials.

4. Coordination of experts to provide assistance to the government to overcome challenges in dealing with

tobacco industry interference, particularly with ongoing legal challenges in Lao PDR and Thailand (More

information in Appendix 2).

Respondents from four out of the seven countries identified other tobacco control groups (local/international) that

may be able to provide assistance to counteract tobacco industry interference in tobacco tax policy in their

countries.

Myanmar:

Other tobacco control group(s)

Counter Tll in tobacco
tax policy activitie(s)

Materials and resources
(if available)

1. Campaign for Tobacco-Free Kids CTFK provided technical and financial None
(CTFK) under the Bloomberg assistance on tobacco tax activities from
Philanthropies Grant 2016-2019.

2. The World Bank Myanmar The World Bank was involved in national None

Philippines:

Other tobacco control group(s)

1. Southeast Asia Tobacco Control
Alliance (SEATCA) and the Global
Center for Good Governance in
Tobacco Control (GGTC)

seminars, workshops and briefings.
They produced the report “Tobacco
Taxation in Myanmar.”

Counter Tll in tobacco
tax policy activitie(s)

SEATCA and GGTC provide technical
assistance to (CSO partners and
policymakers. Theyalso help with
organizing advocacy campaigns in
relation to tobacco tax.

Materials and resources
(if available)

None

2. Action for Economic Reforms
(AER)

AER provides technical assistance to
policymakers and conducts advocacy
campaigns through Bawas Bisyo that
mobilize youth and health
professionals.

None

Continued



Tobacco Industry Interference in Tobacco Tax Policy in ASEAN Countries November 2022

Philippines:

Other tobacco control group(s)

3. FCTC Alliance of the Philippines
(FCAP)

Counter Tll in tobacco
tax policy activitie(s)

FCAP helps in organizing advocacy
activities such as mobilization of health
professionals.

Materials and resources
(if available)

None

4, Social Watch Philippines (SWP)

SWP helps in organizing advocacy
activities through the “Tax Tobacco to
the Max” campaign that mobilizes
youth and communities.

None

5. Campaign for Tobacco-Free Kids
(CTFK)

Thailand:

Other tobacco control group(s)

CTFK provides technical assistance to
CSO partners, particularly in organizing
advocacy campaigns.

Counter Tll in tobacco
tax policy activitie(s)

None

Materials and resources
(if available)

1. Ministry of Public Health The MOPH advocates for effective tax None
policy and builds relationships with the
Ministry of Finance (MOF).

2. Ministry of Finance Authority  for legislation and None

Vietnam:

Other tobacco control group(s)

enforcement.

Counter Tll in tobacco
tax policy activitie(s)

Materials and resources
(if available)

1. Vietnam NCDs Prevention NCDs-VN makes speeches at relevant None
Alliance (NCDs-VN) workshops/meetings and writes
letter(s) to the government and the
National Assembly.
2. Vietnam Public Health VPHA is running the fanpage None
Association (VPHA) “VnOkhoithuoc” and can provide
support in conducting social media
campaigns on exposing tobacco
industry tactics.

3. Thuong Mai University/Union Conduct monitoring on tobacco None
industry interference and speak at
workshops/meetings.

4. Campaign for Tobacco Free Kids Conduct monitoring on tobacco industy None

(CTFK)

interference and speak at workshops/
meetings.
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SEATCA will thoroughly review the assistance requests and the counteractions that have been taken within the
countries in order to provide tailored-made support which factors in local situations and contexts, so that the
country is able tackle tobacco industry interference in tobacco tax policy effectively. The assistance will build on

the existing support that SEATCA is currently providing to the countries.

5. Summary

The implementation of tobacco tax policies that reduce affordability is an economical and practical measure to
improve public health outcomes in a given country. Such policies have yielded positive results for reducing
tobacco consumption, particularly among youths and the poor. Since taxing tobacco products hurts profits, the
tobacco industry persistently uses its considerable influence and wealth to undermine, threaten, and dilute

policymaking efforts in ASEAN countries and globally.

SEATCA's 2020 and 2022 surveys in seven ASEAN countries have shown that tobacco industry interference is a
current and significant threat to the development and implementation of tobacco tax policy in those countries.
From 2021-2022, the industry has used the COVID-19 pandemic as a marketing opportunity and interfered with
governments in the region to delay the effective implementation of tobacco tax policy. It mobilizes pro-tobacco
front groups to lobby on its behalf, inserts itself into tobacco tax policymaking processes on the pretext of fairness,
and creates avenues for establishing profitable partnerships with governments. The industry also sponsors
research to manufacture evidence that allows them to make false claims about how taxation policies encourage
illicit trade of tobacco products, decrease government revenues, and harm the livelihood of tobacco farmers and
investors. The industry maintains and exaggerates these claims despite evidence that the tobacco companies
themselves have been engaging in smuggling activities. Any evidence against taxation used by the industry —
particularly those related to illicit trade — cannot be trusted without a thorough investigation of the methodology

and findings to ensure the transparency and accuracy of those claims.

It is possible for governments and tobacco control networks to fight tobacco industry interference and win.
Consistent monitoring and continued collaboration between relevant government agencies and CSOs have been

critical in efforts to counteract incidents of tobacco industry interference in tobacco tax policy.
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6. Policy Recommendations

The survey responses provided SEATCA with critical information on the state of tobacco industry interference in
tobacco taxation policymaking. The industry has utilized different approaches to lobby the government towards
protecting their interests. Currently, the countries have limited systems to control and respond to this situation.
SEATCA urges all ASEAN governments to;

. As echoed in the WHO FCTC Protocol to Eliminate lllicit Trade in Tobacco Products, take into account the WHO
FCTC Article 6 and Article 5.3 Guidelines when developing tobacco tax policies in order to protect these
policies from commercial and other vested interests of the tobacco industry, including refusing assistance
from the tobacco industry when establishing legislation and enforcement measures.

«  Conduct regular capacity-building for senior and technical officials among non-health government agencies
such as the Finance, Customs, Trade, Industry and Commerce ministries in order to build understanding of the
importance of tobacco tax policies as a public health tool and tobacco industry tactics to undermine tax
effectiveness.

« In collaboration with government agencies and civil society organizations, establish tobacco industry
interference monitoring systems to monitor tobacco industry actions, particularly their interference in the
development of tobacco control policies. The information generated from the monitoring system should be
shared among government agencies in order to facilitate timely responses to interference by the tobacco
industry.

«  Enforce rules of engagement among government officials for interacting with tobacco industry representatives.
The rules of engagement should address the criteria and standard of working with the tobacco industry in
order to prevent potential conflicts of interest among government officials.

«  When developing or amending tobacco tax, trade, and illicit trade policies, seek technical advice and research
findings only from experts/institutions/organizations with high integrity, that do not have a conflict of interest
with the tobacco industry, and that are able to provide accurate and transparent data/information.

«  Collect and analyze key data, particularly data relevant to tobacco tax revenue and the illicit trade of tobacco
products, in order to respond to industry arguments that commonly blame the illicit trade issue on tobacco
tax increases.

«  Strengthen legislative and other measures to curb illicit tobacco trade, including ensuring sufficient human,

financial, and technical resources that are protected from tobacco industry interference.
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APPENDIX
1. Counteractions from tobacco control networks
Indonesia:

The following counter arguments were disseminated through media and seminars in early 2019, responding to the

industry’s arguments to cancelling tax increases in 2019.

- Tulus Abadi, Chairman of the Indonesian Consumers Foundation (YLKI), commented on tobacco control
setbacks within the Jokowi administration, indicated by the increasing prevalence of non-communicable
diseases. He stated that the most effective instrument to control cigarette consumption is tax increases.

- Tubagus HK of FAKTA proposed raising cigarette prices to a level that is unaffordable for vulnerable groups.

- Ascobat Gani, Chair of the Health Sector Study Team, said that one of the strategic issues in the spotlight was
the low funding in the health sector; he suggested that one of the options the government could take was to
increase cigarette taxes and excise rates.

- Hasbullah Thabrany, University of Indonesia Health Economist, said that to achieve an Indonesian golden
generation by 2045, the government must seriously control cigarette consumption to avoid youth from
becoming long-term addicted victims.

- KHSalahuddin Wahid, the Moslem Prominent Leader and Chairman of the Tebu Ireng Islamic boarding school,
East Java, criticized the policy of discounted market prices of cigarettes.

- Abdillah Ahsan, Deputy Head, Center for Sharia Economics and Business, Faculty of Economics and Business,
University of Indonesia, commented that an average tax increase is not ideal because it is not effective in
reducing consumption. Since the largest share is machine-made kretek cigarettes, Abdillah proposed that the
government double the excise rates and prices for machine clove cigarettes as an effective way to reduce
cigarette consumption.

- Abdillah Ahsan, said that the increase in cigarette excise tax rates should not only follow inflation and economic
growth, but the government should also set compensation rates- for example 5%- because cigarettes are
dutiable goods.

- Civil society organisations such as PKJS, CISDI, KOMNAS PT, Muhammadiyah, and FAKTA mobilized to support
tax increases.

- Tubagus HK of FAKTA reminded the government to prioritize reducing cigarette consumption over state

revenue when deciding on cigarette tax increases.

In 2021, a tobacco tax campaign was conduct among the Bloomberg Philanthropies partner organizations to

advocate for tobacco tax reform in Indonesia. Please visit http://bitly.ws/otMF for further information.

Lao PDR:

WHO Lao PDR, SEATCA and the National Tobacco Control Unit proposed solutions to amend the ILA to the Hygiene
and Health Promotion Department, Ministry of Health, and the Chair of the National Tobacco Control Committee
(NTCCQ). Some issues need to be consulted with all or related NTCC members or the Prime Minister’s Office before

conducting counteractions against the tobacco industry.
Myanmar:

PHF has organized a series of discussions, study tours, and tax modeling and technical and policy briefings over the

past 3 years, with technical and financial support from SEATCA and the Campaign for Tobacco-Free Kids.
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Philippines:

Civil society groups, in partnership with the Department of Health and Department of Finance, have been working
closely to respond to tobacco industry attempts to undermine the effectiveness of tobacco tax policies which
would generate revenue and benefit universal health care (including for farmers). The campaigns include Time's
Up Tobacco (https://www.healthjustice.ph/?cat=41), Bawas Bisyo (https://www.facebook.com/BawasBisyo/), and

Tax Tobacco to the Max (https://www.facebook.com/TaxTobaccoToTheMax/).
Thailand:

The organization of an academic talk by the Tobacco Control Research and Knowledge Management Center (TRC)
on “Road Map of Thai Tobacco Tax Policy”, a workshop on tobacco tax by the Tobacco Control Research and
Knowledge Management Center, and an event organized by the Thailand Health Promotion Foundation and the

Faculty of Public Health Thammasat University, on the topic Economics and Jurisprudence Perspectives.”

https://www.hfocus.org/content/2020/03/18669
https://mgronline.com/qol/detail/9630000020397

Vietnam:

HBV conducted intensive activities during the Excise Tax Law development and discussion within the National
Assembly (NA). HBV provided information on tobacco industry tactics and facilitated interventions through
workshops for policymakers and the media, organized talk shows to counter the tobacco industry arguments, and

shared information to the tobacco network and urged for action.

« In 2017, Mr. Nguyen Sy Cuong, Deputy Chairman of the Foreign Affairs Committee, the National Assembly
made a speech at the NA session in October 2017 claiming with no evidence that cigarette smuggling had
boomed across Vietnam, causing great damage to the Vietnamese economy. He also wondered if the
increased excise tax on cigarettes would increase the consumption of smuggled cigarettes. He showed a large
bag of cigarette packs, and said that he had easily purchased these smuggled cigarettes at a very cheap price
in southern Vietnam during a mission there.

To counter this statement, HBV informed the Tobacco Control Working Group and the Vietnam NCDs Prevention
Alliance (NCDs-VN) and called for an emergency response. NCDs-VN and HBV conducted the following

activities to counter this argument:

« InNovember 2017, NCDs-VN and HBV issued a press release to provide evidence that opposed the Deputy
Chairman of the Foreign Affairs Committee’s statement and urged the government and the National
Assembly to increase the excise tax on cigarettes as a means to increase state revenues and to reduce the
risks associated with tobacco-related deaths and diseases. They sent the press release to their network of
400 journalists and to the editorial offices of 27 newspapers.

« In November 2017, NCDs-VN and HBV conducted a live talk show session to discuss this issue with guest
speakers from Thuongmai University and the Vice President, Democratic Law Council, Central Committee
of the Vietnamese Fatherland Front. The talk show focused on three issues: the need for a tobacco tax
increase, the fact that a tobacco tax increase does not lead to increased cigarette smuggling, and the roles

and responsibilities of NA members to protect the rights and the greater good for the majority of voters.
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The talk show was live streamed on the fan page GTV (the fan page is managed by the Center for Media in
Educating Community (MEC), a member of NCDs-VN, and posted on Youtube. After one day, the talk show
had 16,033 broadcast views, 4,625 streaming video views, and 621 reactions/comments/shares. Many positive
comments supported raising the tobacco tax and opposed the statement of the Deputy Chairman of the

Foreign Affairs Committee.

«  Linkto the talk-show on GTV’s fan page:
«  https://www.facebook.com/thongtinGTV/videos/1729896437022569/

«  Linkto the video talk-show on Youtube:
- https://www.youtube.com/watch?v=BtQ VeRMfd8

«  Newspapers that reported the views of NCDs-VN (articles in Vietnamese):

«  “Vnmedia” e-newspaper article “12 organizations opposed the statement of the Deputy Chairman of the
Foreign Affairs Committee on tobacco tax”

«  http://vnmedia.vn/dan-sinh/201711/12-to-chuc-len-tieng-phan-bac-y-kien-dai-bieu-quoc-hoi-nguyen-

sy-cuong-ve-thue-thuoc-la-585673/

«  “Vietnam Finance e-newspaper” article “Opposing the Chairman of the Foreign Affairs Committee’s view

that a tax hike on cigarette products would increase demand for smuggled cigarettes”
«  http://vietnamfinance.vn/phan-doi-quan-diem-tang-thue-se-kich-thich-buon-lau-thuoc-la-cua-dai-bieu-

nguyen-sy-cuong-20171108180353821.htm

«  “Thoi Bao Tai Chinh Vietnam” e-newspaper article “Proposal for strong increase of excise taxes on

cigarettes”
«  http://thoibaotaichinhvietnam.vn/pages/nhip-song-tai-chinh/2017-11-07/de-nghi-tang-manh-thue-tieu-

thu-dac-biet-voi-thuoc-la-50099.aspx

In December 2017, NCDs-VN, with technical support from HBV, cooperated with the Department of the
Communist Party to organize a workshop on “Promoting the implementation of the WHO FCTC in Vietnam”.
The workshop attracted participants from several Ministries, the members of the Department of the
Communist Party, and journalists. During the workshop, HBV’s Country Director made a presentation about
challenges faced in implementing WHO FCTC Article 5.3 in Vietnam. She also provided information about the
tactics used by the tobacco industry to interfere in the development of tobacco tax policy. After the workshop,

about twenty articles were written sharing this information and other messages from the workshops.

«  NCDs-VN in collaboration with the Department of Ideology and Culture organized a workshop for
journalists on WHO FCTC Article 5.3 in December 2017. HBV provided technical support and led

presentations during this workshop. After the workshop, around 20 relevant media articles were written.
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In 2021, HBV continued monitoring tobacco industry tactics and arguments against tobacco tax increases

through media surveillance reports, tobacco industry and government webpages, and information from

partners. The information on tactics and law violations of the Tl were provided to policy makers and the

Tobacco Control Working Group (TCWG) through various channels including alert/notification emails,

providing information directly, and via trainings/workshops and the media:

HBV regularly shared news on tobacco and tobacco control issues after analyses based on media
surveillance reports to the tobacco control working group and selected officers of the MOH and MOF. In
addition, under the SEATCA funded project since Jan 2021, HBV has been developing and sharing
monthly newsletters on tobacco industry interference to these recipients.

HBV provided updated information about tobacco industry tactics on tax and ENDs/HTPs to the TCWG
and government organizations through meetings/workshops:

HBV collaborated with WHO, STOP/GGTC, and SEATCA to organize a webinar to launch the 2021 tobacco
industry interference index report on December 7th, 2021. There were 58 participants from
Ministries/Government Office/National Assembly Committee; international organizations, and CSOs
joining the webinar. There were 4 presentations: (1) Presentation of WHO on FCTC and Article 5.3; (2)
Presentation of GGTC/STOP on Global Tl Interference Index Report 2021; (3) Presentation of SEATCA on
the Asian Tl Interference Index 2021; and (4) Presentation of HBV on the challenges and
recommendations in implementing Article 5.3 WHO FCTC in Vietnam.

HBV provided a presentation on “Myths communication and facts about ENDS/HTPs" at the workshop of
DOL/MOH on practical actions and legislation for new tobacco products (ENDS/HTPs) on 26 July 2022.
HBV provided technical support for NCDs-VN to conduct a series of training workshops on “The tobacco
control from NCDs prevention perspectives” from May 13 -25 2021. The training included 6 workshops
with 6 different tobacco related topics to update information for CSO staff, medical doctors and medical
students on (1) tobacco industry interference in public health policies, (2) new tobacco products, (3)
tobacco tax, (4) tobacco control from the NCD prevention perspective, (5) communication strategies for
CSOs in tobacco control, and (6) writing tips for policy advocacy. Ms. Le Thi Thu joined as a resource
speaker for the training on new tobacco products and supported the training on Tl interference and
tobacco tax.

HBV has created and maintained a Zalo group (a quick response communication channel) on the control
of ENDs/HTPs with the participation of the leaders of Vietham Tobacco Control Fund (VNTCF), DOL/MOH,
WHO and other tobacco control organizations. Through this channel, the team updates information

about new tactics of the tobacco industry and discusses solutions for countering these tactics.
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2. Assistance required

Countries

Cambodia

Required Assistance

Issue 1: Forum on Tobacco Tax Measures with Ministry of Health, Ministry of Economy and
Finance, and Non-Governmental Organization (NGO) leaders on 18 January 2022 with the
objectives:
«  Todisseminate the new findings of tobacco use burdens from the FCTC Investment Case
«  Tounderstand the obligation under Art. 6 of the FCTC on tobacco tax measures and other
relevant information
«  To share best practices of tobacco tax measures in ASEAN
To support tobacco tax increases in order to gain fiscal benefits and public health benefits
Issue 2: National Tobacco Taxation Forum aiming to build the understanding of high level
officials, particularly those from the General Department of Custom and Excise (GDCE) and the
General Department of Tax Policy (GDTP) to be on board with the General Department
Taxation on the importance of tax reform to be scheduled in 2022 if possible.

Lao PDR

Issue 1: Provide technical assistance to the MOH, MOF and MOPI to counter the tobacco
industry and support the Lao Government not to extend the ILA contract after 2026.

Issue 2: Conduct an international campaign against the tobacco industry for taking advantage
of Lao PDR.

Issue 3: SEATCA and WHO to collaborate with other international agencies to advocate and
give pressure to top policymakers in Laos to take strong action on the ILA.

Myanmar

Issue 1: Advocate to parliamentarians on taxation policy.

Issue 2: Conduct capacity building on tax modelling and share best practices and evidence on
tobacco taxation from other countries.

Issue 3: Advocate for sustainable financing for tobacco control policy.

Philippines

Issue 1: Counter the argument that high tax rates increase smuggling and illicit trade of
tobacco products. There is a need for updated studies on how other countries are addressing
the issue of tobacco smuggling.

Issue 2: Counter the argument that high tax rates can affect livelihoods (including farmers).
There is a need for updated studies on best practices of other countries to convince the
tobacco farmers to shift crops or livelihoods.

Issue 3: Counter the argument that there is a need for a balanced approach in tobacco
taxation. While this seems to be political in nature, there is also a need to show the economic
implication of the so called “balanced approach” in tobacco taxation, and share concrete
examples from other countries that show the downside of such approaches.

Thailand

Issue 1: Counter the tobacco industry front groups, particularly tobacco farmers.

Issue 2: Provide assistance to the World Trade Organization (WTO) to dispute the case
between Thailand and the Philippines, in which advocacy with the Philippines government is
needed.

Issue 3: Advocate the Excise Department to disclose tobacco tax data such as the tobacco tax
revenue of both domestic and imported products.

Vietnam

Issue 1: Share international experiences and best practices on tobacco taxation, measures to
control the illicit trade of tobacco products, and the impact of tobacco taxation on
employment to policymakers and media through workshops and study visits (particularly for
the National Assembly members).

Issue 2: Document tobacco industry tactics and interferences in tobacco taxation in the region
to support the tobacco tax advocacy in the country.

Issue 3: Send letters to the Vietnamese government and the National Assembly to advocate for
tax reform.
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3. Other comments from the respondents

In the final part of the survey, SEATCA asked respondents to provide additional comments about tobacco industry
interference in tobacco taxation in their countries. Indonesia, the Philippines and Thailand responded to this
question. Indonesia faces challenges with the understanding and political will of high-level policymakers to
protect tobacco tax policy from the vested interest of the tobacco industry, including unregulated corporate social
responsibility activities (also reported by the Philippines). Thailand faces challenges with tobacco industry front
groups that include politicians, government officials and tobacco farmers opposing tobacco tax policy in the

country.

Indonesia

“Indonesian’s top level policymakers have made friends with the tobacco industry for quite a long time,
regardless of our continuing efforts to denormalize this industry. Most of the interactions are made public,
therefore transparency in general is not an issue, unless in rare sensitive cases. Most of the tobacco industry
interference indicators are perceived as normal conducts of normal businesses and are not seen as
interference.”

“Transparency as one of the tobacco industry interference indicators is not taken into account, the tobacco
industry is able to engage in policy development as well as conduct the Corporate Social Responsibility
(CSR) activities and being promoted publicly.”

Philippines

“The tobacco industry Interference in tobacco tax policy happens within the Congress of the Philippines.
There is a political bloc from the House of Representative called the Northern Luzon Alliance (NLA) whose
members are from the tobacco growing provinces in the Philippines. The members of the NLA are well
connected in various government agencies and are known to be friendly with tobacco company
executives.”

“Aside from the direct interference during the legislative process, the tobacco industry also uses indirect
interference methods such as the conduct of Corporate Social Responsibility (CSR) activities. These CSR
activities are being used to promote their cause to policymakers. Once a policymaker (particularly a
Congressman or a Senator) becomes interested, they ask him/her to actively advocate their cause during
Congressional discussions on tobacco tax policies.”

“In recent years, tobacco industry interference became more visible with the introduction of taxation on
vapor products that include e-cigarettes and Heated Tobacco Products (HTPs). Philip Morris International
(PMI) through Philip Morris Fortune Tobacco Corporation (PMFTC), successfully lobbied for a lower tax rate
on HTPs compared to e-cigarettes. “

Thailand

“Politicians, government officials and tobacco farmers play a role to oppose tobacco tax policy in
Thailand.”
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