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1.1

1.2

1.3

REGULATORY IMPACT ASSESSMENT

INTRODUCTION

On 14 May 2001, the Secretary for Health and Welfare put forward to the
LegCo Health Services Panel, a number of proposed legislative amendments
to the Smoking (Public Health) Ordinance. The aim of the proposed
amendments is to further strengthen tobacco control in line with
Government’s ongoing policy to discourage smoking and to reduce the
community’s exposure to second-hand smoke.

On 20 June 2001, ERM were commissioned by the Business and Services
Promotion Unit, acting on behalf of the Health and Welfare Bureau, to
undertake a Regulatory Impact Assessment of these proposed amendments
and advise the Government on the findings: in particular the impact on the
business community.

THIS REPORT

This document presents the Final Report for the Regulatory Impact
Assessment (RIA) on Proposed Amendments to the Existing Smoking Legislation
and is the final output of the study.

The aim of this Report is to present the findings and recommendations of the
study.

LAYOUT OF THIS REPORT

The remainder of the Report is set out as follows:

e Section 2 provides the background to the study;

e Section 3 summarises the findings of the international review;

e Section 4 presents the needs and risk analysis;

e Section 5 highlights the costs and benefits of possible options to meet the
objectives of the proposed regulatory amendments;

e Section 6 provides an analysis of the revenue and economic impacts of
these possible options

e Section 7 outlines some of the findings of the stakeholder consultation;

e Section 8 provides conclusions and recommendations; and,

e Section 9 gives a list of references used in this report

In addition, Annex A presents the findings of the international review, Annex
B a summary of selected studies on the revenue impacts to hospitality venues
of tobacco control policies, Annex C summaries issues raised on the various
options under consideration and Annex D the calculation sheets for the impact
analysis.
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2.1

2.2

BACKGROUND TO THE STUDY

LAyour OrF THIS SECTION

This Section considers some of the factors relating to tobacco control in Hong
Kong. In particular, it looks at:

e current legislation - providing an outline of the baseline from which new
legislation will be introduced; and

e proposed amendments - detailing the Administration’s proposals for new
tobacco related controls.

CURRENT LEGISLATION

The Smoking (Public Health) Ordinance (Cap. 371) was first enacted in 1982
to restrict the use, sale and promotion of tobacco products. The Ordinance is
subject to review on a regular basis, having regard to the latest international
trends in tobacco control and changing domestic circumstances. It was last
amended in 1997 (to further restrict tobacco advertisement and to extend the
scope of designated no smoking areas). A summary of the development of
the tobacco legislation in Hong Kong is provided in Table 2.1.

The current legislation:

e prohibits smoking on public transport and in cinemas, theatres, concert
halls, banks, supermarkets, lifts, department stores and shopping malls;

e prohibits tobacco advertisements on radio, television, film and the internet;

e prohibits tobacco advertisements in printed publications;

e prohibits the displays of tobacco advertisements (exemptions to this
prohibition are presented below);

e requires packages of tobacco products to carry health warnings and the
quantitative amounts of tar and nicotine yield, if applicable;

e prohibits the sale of cigarettes with a tar content of more than 17
milligrams;

e prohibits the sale of cigarettes through vending machines;

e requires large restaurants (over 200 seats) to designate at least one-third of
their total area as no smoking areas; and requires all restaurants to display
a sign to indicate whether a no-smoking area is provided in the restaurant
premises;

e empowers managers of designated no smoking areas to enforce no-
smoking requirements;

e prohibits the sale of tobacco products to minors under the age of 18 and
requires retailers to display a sign to the same effect; and

e prohibits the giving of tobacco products to any person for the purpose of
promotion.
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2.3

2.3.1

In relation to tobacco advertising, a number of exemptions are included in the
current legislation. The current ban on tobacco advertisements does not apply
to any tobacco advertisement which:

a) Is in or upon any stall or pitch of a hawker who is licensed pursuant to the
Public Health and Municipal Services Ordinance (Cap 132) to hawk
commodities, including tobacco products, at that stall or pitch; and bears a
health warning in the prescribed form and manner.

b) Is in or upon any premises of a retail dealer dealing in commodities
including tobacco products if the number of persons employed by the
dealer does not exceed two; and the tobacco advertisement bears a health
warning in the prescribed form and manner.

) Isin or upon any premises of any manufacturer of tobacco products or any
wholesale dealer dealing in tobacco products; and which are used for the
manufacturing of tobacco products or for the purpose of dealing by
wholesale in tobacco products; and is not visible from outside the
premises.

PROPOSED AMENDMENTS

In order to further tighten smoking controls in Hong Kong, the
Administration is proposing further amendments to the Smoking Ordinance
outlined above. The proposed amendments were put forward to Members of
the LegCo Panel on Health Services at a meeting on 14 May 2001 and are now
the subject of this regulatory impact assessment (RIA). The proposals are
discussed in some detail below under the following sub-headings:

e expansion of statutory no smoking areas;

e advertisement and promotion of tobacco products;
¢ health warnings on tobacco products; and,

¢ Jaw enforcement.

Expansion of Statutory No Smoking Areas
Restaurants and Other Public Indoor Premises

Under the existing legislation, a restaurant providing indoor seating
accommodation for more than 200 persons, excluding areas partitioned
exclusively for a private event, is required to designate at least one-third of
such area as a no smoking area.

The proposed amendments would prohibit smoking in all restaurants,
regardless of their size and seating capacity. Implementation will be preceded
by a grace period of, say, six to twelve months. The smoking ban will also
cover bars and karaoke venues, with consideration to be given for a longer
grace period if this is demonstrated to be necessary.

The management of the premises would be the primary enforcement agency
for the statutory smoking ban. Officers of the Tobacco Control Office (TCO)

ENVIRONMENTAL RESOURCES MANAGEMENT BUSINESS AND SERVICES PROMOTION UNIT



Date Description Legislation
29 Jul 1982 The Smoking (Public Health) Ordinance enacted, with provisions governing no smoking areas, health warning, tar group Smoking (Public Health) Ordinance
designations an cigarette advertising. (Cap. 371)
13 Aug 1982  Health warning required for cigarette advertisements for radio Smoking (Public Health) Ordinance
15Nov 1982  Health warning and tar group designation required for cigarette advertisements in printed publications Smoking (Public Health) Ordinance
15Feb 1983  Health warning required for displayed cigarette advertisements (except advertisements by way of neon signs) Smoking (Public Health) Ordinance
15Feb 1983  Ban on smoking in public lifts, lower deck of public transport land vehicles and "no-smoking areas" in cinemas, theatres, concert Smoking (Public Health) Ordinance
halls and public transport vehicles. "No-smoking areas" to be demarcated by "No Smoking" signs.
15May 1983  Health warning required for cigarette advertisements by way of neon signs Smoking (Public Health) Ordinance
15 Aug 1983  Health warning and tar group designation to be printed on packets of cigarettes/retail containers in English and Chinese Smoking (Public Health) Ordinance
15Jun1984  Health warning exemption for cigarette advertisements on items and umbrellas no longer prescribed in SPH Ordinance, but in SPH Smoking (Public Health) Ordinance
Regulations
5Dec1984  Health warning exemption for cigarette advertisements upon a commercial vehicle of cigarette manufacturer, distributor, dealer Smoking (Public Health) Ordinance
removed.
1Mar1985  Health warning exemption for billboards and advertisements for bonafide television programme sponsorship removed. Note of Guidance dated July 1987
13 Nov 1987 Written health warning throughout, not just at the end of cigarette advertisements for television and cinema and standardised voice- ~ Code of Practice 2 issued by TELA on
over of health warning at the end of such advertisements lasting no less than 3 seconds. 13 July 1987/ Note of Guidance dated
July 1987
1 Dec 1988 Ban on cigarette advertising and sponsorship from 4:00pm to 10:30pm (extended from 6:30pm) on TV Code of Practice 2 issued by TELA.
26 Aug 1989  Ban on cigarette advertising and sponsorship from 4:00pm to 10:30pm on radio Licence to Radio Company
1 Dec 1990 Total ban on cigarette advertising and sponsorship on TV Television Advertising Standards
1 Dec 1990 Total ban on cigarette advertising and sponsorship on radio Radio Advertising Standards/
Smoking (Public Health) Ordinance
1Aug1992  To prohibit of smoking in designated public areas (including cinema, theatre, concert hall, public lift, & amusement game centre) Smoking (Public Health)
and in all public transport carriers. (Amendment) Ordinance 1992
1Aug1992  To display "no smoking" signs in prescribed manner. Smoking (Public Health)
(Amendment) Ordinance 1992
1Aug1992  To prohibit cigarette advertising in cinemas Smoking (Public Health)
(Amendment) Ordinance 1992
1Feb 1993 To prohibit the sale of cigarette with a tar content exceeding 20 mg. Smoking (Public Health)
(Amendment) Ordinance 1992
1Jan 1994 To require 4 new prescribed forms of health warnings, during a 12 month period, to be displayed with equal frequency in relationto ~ Smoking (Public Health) (Notices)
each brand of cigarette (Amendment) (No. 2) Order 1992
1Jan 1994 To enlarge the area of health warning and tar group designations on packaging of cigarette and cigarette tobaccos. The panel must be Smoking (Public Health) (Notices)
displayed on the 2 largest surfaces of the cigarette packet and occupy not less than 20% of such a surface. (Amendment) (No. 2) Order 1992
1]Jan 1994 Health warning panel for cigarette advertisements much occupy not less than 20% of the surface of the advertisement. Smoking (Public Health) (Notices)
(Amendment) (No. 2) Order 1992
28Jan1995  To extend to all tobacco products the existing requirement for health warnings and restrictions on advertising in respect of cigarettes. ~Smoking (Public Health) (Amendment)
Ordinance 1994
28 Apr1995  To require restaurants to display a sign stating whether or not they have a no-smoking area. Smoking (Public Health) (Amendment)
Ordinance 1994
28 Apr1995  To require tobacco product retailers to display a sign informing the public that selling or giving tobacco products to persons under Smoking (Public Health) (Amendment)
18 is prohibited. Ordinance 1994
280ct1995  To require health warnings on the packaging of all tobacco products for sale. Smoking (Public Health) (Amendment)
Ordinance 1994
1Aug1996  Health warning and the tar group designation in all tobacco advertisements must be presented in black upon a white background. Administration of Justice (Miscellaneous
Provisions) (No. 2) Ordinance 1995
1 Apr 1998 To allow restaurants, educational institutes and the new airport to designate whole or part of their premises as no smoking areas. Smoking (Public Health) (Amendment)
Ordinance 1997
1 Apr 1998 To prohibit the placing of tobacco advertisements on the Internet. Smoking (Public Health) (Amendment)
Ordinance 1997
1]Jul 1998 To prohibit the attachment of gifts etc which tobacco products are sold, and to prohibit the attachment of tobacco products to other Smoking (Public Health) (Amendment)
non-tobacco products sold. Ordinance 1997
1Jul 1998 To prohibit the giving of tobacco products to any person for the purpose of advertisement or promotion. Smoking (Public Health) (Amendment)
Ordinance 1997
1]Jul 1998 To prohibit smoking in any indoor area open to the public in supermarkets, banks, department stores and shopping malls. Smoking (Public Health) (Amendment)
Ordinance 1997
26Jun1999  To ban tobacco display advertisements. Smoking (Public Health) (Amendment)
Ordinance 1997
26Jun1999  To exempt licensed hawkers whose licence is endorsed with the sale of tobacco products and small tobacco retail premises with not Smoking (Public Health) (Amendment)
more than 2 employees from the display ban. Ordinance 1997
16Jul1999  To adopt new health warnings and new detailed requirements regarding the display of health warnings and tar group designation Smoking (Public Health) (Notices)
in tobacco advertisements in printed publications. (Amendment) Order 1999
16 Jul 1999 To adopt new health warnings and new detailed requirements regarding the display of health warnings and tar group designation Smoking (Public Health) (Notices)
in tobacco advertisements on display. (Amendment) Order 1999
16 Jul 1999 To lower the maximum tar yields allowable in cigarettes from 20 mg to 17 mg. Smoking (Public Health) (Amendment)
Ordinance 1997
16Jul1999  To prohibit the use of words which suggest that a cigarette brand has a low tar yield unless it has a tar yield of not more than 9 mg. Smoking (Public Health) (Amendment)
Ordinance 1997
16Jul1999  To require restaurants providing more than 200 seats to designate not less than 1/3 of the area (excluding areas for private events Smoking (Public Health) (Amendment)
separated by full-height partitions) as statutory no smoking areas. Ordinance 1997
31Dec1999  To prohibit tobacco advertisements in the printed media after 31 December 1999. Smoking (Public Health) (Amendment)
Ordinance 1997
16 Jul 2000 Cigarette packets must carry, in rotation, 6 "new" health warnings, the indication of tar and nicotine yields. Health warning mustbe =~ Smoking (Public Health) (Notices)
on the top of pack, black lettering on white background. (Amendment) Order 1999
TABLE 2.1 SELECTED HISTORY OF TOBACCO LEGISLATION IN HONG KONG .
Environmental !
Resources i
FILE: C2249b Management

DATE: 04/07/01




would liaise with and educate the managers on ways and means for effective
implementation of the requirement. The Police would continue to provide
assistance when offenders refuse to abide by the requirement.

To expand the scope of protection, the no smoking requirement would be
gradually extended to other public indoor premises such as bathhouses,
night-clubs and mahjong premises. Enforcement in these licensed premises
would be left to a subsequent stage when prohibition of indoor smoking has
been generally practised.

Schools, Universities and Tertiary Institutions

The Ordinance at present provides that the principal of a school, university or
tertiary institution may designate the premises as a no smoking area at
his/her discretion. Education Regulations (Cap. 279A) also prohibit smoking in
classrooms during school hours. However, smoking is not a punishable
offence under the Regulations, and the principal of individual schools may
choose not to designate his/her premises as no smoking areas. Thus staff
members of the schools may still smoke in the school premises.

The proposed amendments would prohibit smoking in both indoor and
outdoor areas of all kindergartens, primary and secondary schools, and in the
indoor premises of universities and tertiary institutions.

The principal of the school would assume the primary enforcement
responsibility, with his/her enforcement role being similar to that of
managers of other designated no smoking areas. It is understood that
guidelines would be developed and provided to principals to facilitate
enforcement.

Other Indoor Workplaces

Currently, there is no legislation regulating smoking in indoor workplaces.
The Omnibus Household Survey conducted by the Census and Statistics
Department in 2001 revealed that about 733,000 persons working in indoor
premises are currently subject to the influence of passive smoking. There
have been strong public opinions calling for protection against passive
smoking in indoor workplaces. According to the same survey, 73.5% of the
respondents supported a smoking ban in indoor workplaces by legislation,
while a more recent survey (23-27 July 2001 undertaken by the Hong Kong
Polytechnic University) suggested that 88.1% (from a sample of 1,017) agreed
with a ban in all indoor workplaces.

The proposed amendments would prohibit smoking in all indoor workplaces,
including indoor offices, shops and factories. It is understood that
consideration will be given to granting a longer grace period to businesses
that demonstrate genuine difficulty in complying with the smoking ban
requirement.

ENVIRONMENTAL RESOURCES MANAGEMENT BUSINESS AND SERVICES PROMOTION UNIT



2.3.2

The management of individual companies would be the primary enforcement
agency. The TCO would assist the management in drawing up internal
guidelines and implementation plans. The Police would assist in the event of
visiting customers refusing to abide by the smoking ban.

Advertisement and Promotion of Tobacco Products
Display of Tobacco Advertisement

Under the existing Ordinance, the display of tobacco advertising is prohibited
except at licensed hawker stalls, retail outlets employing not more than two
employees and inside the premises of manufactures or wholesalers of tobacco
products (see Section 2.1, above).

The proposed amendment would revoke the current exemption on the
display of tobacco advertisements or advertising at licensed hawker stalls and
retail outlets employing not more than two employees.

It should be noted that the current exemption in the legislation appears to
allow any hawker to advertise tobacco regardless of whether they actually sell
tobacco products (it is understood from communications with FEHD that only
some 600 of the 9,100 hawkers might actually sell tobacco products ®). This
interpretation is due to the understanding that the legal definition of
‘including’ is “including but not limited to’.

TCO officers would ensure compliance with the regulation during their
routine fieldwork. They will also act upon receipt of public complaints.

Price Board and Price Marker

Price boards (for more than one tobacco brand) and price markers (for one
single tobacco brand) are allowed for display inside premises selling tobacco
products. Currently, a price board cannot exceed a size of 2000 cm?, but there
is no size limit for price markers.

The proposed amendments would prescribe the size of the price board and
price marker to, say, not larger than 1,500 cm? and 50 cm? respectively. In
addition it would prescribe the font size of words printed on them so that
while price boards and price markers can continue to serve as an indication of
prices, their potential use for advertising for tobacco products will be
minimised.

TCO officers would ensure compliance during their periodic checks on
selected retail outlets.

(1) There are two types of hawkers who sell cigarettes: those that sell newspapers (843 licensed newspaper sellers) and
those with with 'wall stalls' (527 licensed wall stalls). Not all newspaper sellers will sell cigarettes as some close after the
morning selling. FEHD estimated that some 70% of newspaper sellers sell cigarettes. FEHD estimate that around 10 wall
stalls sell cigarettes. FEHD peronsal communication August 2001.

ENVIRONMENTAL RESOURCES MANAGEMENT BUSINESS AND SERVICES PROMOTION UNIT



2.3.3

Sale of Tobacco Products in Association with Other Products

The existing legislation stipulates that a tobacco product cannot be sold in
association with any gifts, or token, stamp and raffle ticket which may be
exchanged for any gift. However it does allow for tobacco products to be sold
in association with reduced-price non-tobacco products, such as watches or
lighters.

The proposed amendment would prohibit the sale of a tobacco product in
association with any product, regardless of whether it is charged for or not.

TCO officers would monitor the retail outlets of tobacco products to ensure
compliance.

Tobacco Sponsorship

Currently, the display of a tobacco brand name in any sponsored event is
deemed a tobacco advertisement and hence prohibited. However, if a tobacco
sponsorship is accompanied by the corporate name of a tobacco company (e.g.
Philip Morris), or the brand name of a tobacco product is in association with a
non-tobacco product (e.g. Salem in association with Perrier), and if no words
associated with “smoking” or “cigarette” or other tobacco products are
mentioned, then the related promotional materials are not regarded as
tobacco advertisements.

The proposed amendment would prohibit the brand name of any tobacco
product, and any words in association with “tobacco”, to be used in the
promotion of any sponsored event, irrespective of whether or not it is used in
association with a non-tobacco product. Nevertheless, the appearance of the
brand name of a tobacco product is allowed if such a name is clearly
stipulated to be a non-tobacco product/merchandise and makes no reference
at all to the tobacco product.

TCO officers would liaise with organisers of major events that are known to
seek sponsorships to ensure that they are aware of this restriction.

Health Warning on Tobacco Products

Under the existing Ordinance, health warnings of prescribed size and
wording, and the quantitative amount of tar and nicotine yields are required
to be borne on the package of cigarette products.

The proposed amendment would introduce enabling provision in the
Ordinance allowing health warnings to contain pictorial and graphic contents.
Detailed format of such health warning would be prescribed by the Secretary
for Health and Welfare (SHW) by order in the Gazette in future.

The Customs and Excise Department would continue to monitor the health
warning on tobacco products to ensure compliance.
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2.3.4 Law Enforcement

In addition to the items discussed above, the Health and Welfare Bureau are
also seeking to provide additional enforcement capabilities to public officers,
particularly TCO staff, under the proposed bill amendments. It is understood

that the necessary regulatory amendments for this do not form part of this
RIA.
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3.1

3.2

3.2.1

INTERNATIONAL REVIEW

INTRODUCTION

This Section provides a summary of the international review of smoking
legislation and regulations undertaken by ERM as part of the Study,
highlighting successes and failures in tobacco control and smoking bans. The
full findings of the review of the 15 countries, regions and cities considered
are provided in table format as Annex A. For ease of reference, relevant
legislation for each region has been summarised in terms of the amendments
proposed to the existing legislation as detailed in Section 2.2. It should be
noted that the legislative requirements outlined in this Section are not
exhaustive in that only legislative requirements relevant to this RIA are
presented. Where possible, arrangements for implementation, monitoring
and enforcement of the various bans and restrictions have also been included
in the review.

The purpose of the international review is to:

e gain an understanding of the “lessons learnt” from overseas efforts in the
implementation, monitoring and enforcement of tobacco control
legislation; and

¢ gain an understanding of overseas tobacco control in order to assess
whether the proposed amendments are in line with international trends.

LESSONS LEARNT FROM OVERSEAS REGULATORY EXPERIENCE
”Latent Laws” - The Problem of Poor Definitions

California’s response to the public health crisis of tobacco consumption
resulted in the passage of flawed legislation that has been difficult, if not
impossible, to enforce effectively (Aldebron, 1999). Such pieces of legislation
are termed “latent laws” in that they are enacted to bring about mandated
policy goals, but are hampered by ineffectual implementation, monitoring
and enforcement. The laws may be rendered “latent” for a variety of reasons
such as:

e lack of definitions of crucial terms within the legislation;
e Jack of monitoring/enforcement resources; and
e lack of political will.

In California, the Stop Tobacco Access to Kids Enforcement (STAKE) Act of
1992 encountered problems due to a lack of definitions of crucial terms within
the legislation, which effectively rendered its principal components
unenforceable for some time. Coming into effect on 1 January 1998, the
STAKE Act, in part, states, "No person, firm, corporation, partnership, or any
other organization shall advertise or cause to be advertised any tobacco
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3.2.2

products on any outdoor billboard located within 1,000 feet of any public or
private ... school, or public playground.”

Whilst the policy intent of the legislation is clear, the legislation immediately
became a textbook “latent law” as it lacked definitions of:

e what constitutes a playground; and
e precisely where the 1,000 feet separation distance starts from, the edge or
the middle of the playground?

A “billboard” is defined elsewhere as having an area of 14 square feet or more
and tobacco companies have, therefore, been able to decrease the size of their
advertisements to just under this size so that they do not constitute
“billboards” and are consequently not subject to the requirements of the law,
although they still have similar advertising impacts.

At alocal level, Hong Kong’s Smoking (Public Health) Ordinance has a
similar lack of some key definitions, which has allowed the tobacco industry
to work around the intention. The current ban on tobacco advertising does
not apply to any tobacco advertisement which:

“is in or upon any stall or pitch of a hawker who is licensed....to hawk commodities,
including tobacco products”

As such, this advertising exemption within the Ordinance appears to allow
any hawker to advertise tobacco regardless of whether they actually sell
tobacco products. This interpretation is due to the understanding that the
legal definition of “including’ is “including but not limited to” in the above-
mentioned extract from the Ordinance. This leads to the situation where
tobacco companies can supply all hawkers, regardless of whether they sell
tobacco products, with trolleys and price markers bearing the name of their
products. Effectively, this allows tobacco companies to circumvent the intent
of the legislation.

This highlights the need for careful legal review of the proposed amendments
to the existing legislation to ensure that the policy goal of the legislation is not
thwarted by legal loopholes. Key terms relevant to the proposed amendments
outlined in Section 2.3 that would require careful definition in any future
legislation include:

e restaurant e indoor premises e bar
e karaoke e night-club e indoor workplace

Enforcement and Monitoring

Outdoor advertising companies in California have cited a range of reasons for
non-compliance with the STAKE Act, including obligations to honour
billboard advertising contracts made with tobacco companies before the
passage of the law. However, the likely reason for non-compliance is
illustrated by a statement from an outdoor advertising company in California
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3.2.3

regarding compliance with the STAKE Act, “We will certainly abide by State
law, but we don’t know who is enforcing it” (Aldebron, 1999). Knowing that
monitoring and enforcement efforts were under-resourced, advertising
companies initially adopted a “wait and see” approach to compliance, safe in
the knowledge that their existing contracts would adequately cover the US
$200 fine for the first offence.

Public Awareness

Overseas experience has demonstrated that public health legislation is most
effective when supported by community awareness, education and prevailing
social norms (eg AHMAGC, 2000). This is key to the voluntary enforcement of
smoking bans. When non-smoking is the social norm, the community’s
expectations in themselves become a powerful tool for enforcement.
Obviously, monitoring and enforcement officers cannot police every premises
where smoking is banned. The enforcement of smoking bans on public
transport in Hong Kong is essentially voluntary as this is the socially accepted
norm.

Overseas experience has demonstrated that the key to shifting the social norm
is through public awareness and education, in conjunction with clear and
unambiguous publicly-mandated policy. Effective education, monitoring and
enforcement is critical in the initial stages of implementation of public health
policy. In the medium-long term, the legislation will become self-enforcing in
line with the shift in community attitude. Communications with the
Singapore Environmental Health Department indicated that this was exactly
the approach taken in Singapore when smoking was banned in all air
conditioned restaurants in 1998. A public awareness campaign was launched
prior to the date of implementation of the ban to educate the public on the
requirements of the legislation. During the early stages of the ban, dedicated
officers from the Smoking Control Unit of the Environmental Health
Department conducted intensive spot checks and liaison with restaurant
managers on how to deal with smokers on their premises. Over a period of
several months, the responsibility for enforcement shifted from
Environmental Health Department officers to restaurant managers and finally
onto the wider community.

Similar smoking bans in indoor restaurants have successfully been
implemented in most Australian states and territories over the last two years,
the most recent of which came into effect on 1 July 2001 in Victoria. This was
preceded by an intensive public awareness and education campaign which,
according to the Victorian Health Department, has resulted in compliance
rates of almost 100% over a period of four weeks in other Australian states.
Environmental Health Officers at the local council level plan to visit 20% of
affected premises across Victoria for four weeks as part of an initial
monitoring and education campaign, after which they will respond only to
complaints.
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3.24

3.2.5

3.2.6

Phased Approach

Premises where smoking is widespread and firmly entrenched, may require
longer to implement a total smoking ban. A phased approach maximises the
likelihood of a high level of compliance by utilising community support and
changing social norms (AHMAC, 2000). As recognised by the Study Brief, a
phased approach may be effective in implementing smoking bans in areas
such as mahjong parlours and karaokes once the ban on smoking in
restaurants has been implemented and has become socially accepted.

Exemptions

Exemptions to tobacco control legislation may be considered to be necessary
for a range of political, social and economic reasons and should be considered
on a case-by case basis. As a rule, however, exemptions should be avoided
wherever possible because they tend to:

e complicate legislation and cause confusion for the public and those
responsible for enforcement (eg restaurant managers); and,

e create an “unlevel playing field” (eg, large restaurants may be able to
afford to provide a separately ventilated, partitioned smoking area,
whereas small dai pai dongs may not);

The costs for administering, monitoring and enforcing exemptions could be
borne by an annual ‘exemption fee” paid for by exempt premises.

Voluntary / Partial Bans

Tobacco control in Japan is largely through voluntary agreements and bans as
detailed in Annex A. As Japan remains one of the highest per capita tobacco
consuming countries in the world, Japan’s experience tends to demonstrate
that voluntary and limited bans do not work as a public health tool. The
majority of the tobacco companies do not follow the advertising codes and
most of the restaurants do not set up non-smoking areas.

Such anecdotal evidence is supported by study elsewhere overseas. In June
2000, the British House of Commons Health Select Committee report: The
Tobacco Industry and the Health Risks of Smoking concluded that:

“Voluntary agreements have served the industry well and the public
badly. Regulations have been seen by tobacco companies as hurdles to
be overcome or side-stepped, legislation banning advertising as a
challenge, a policy to be systematically undermined by whatever means
possible.”

The Report also concluded that comprehensive advertising bans can reduce
tobacco consumption, but a limited set of advertising bans will not reduce the
total level of advertising expenditure or will have minimal effect on reducing
tobacco consumption. Typically, a partial ban will simply result in
substitution to the remaining non-banned medjia.
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The Effect of Tobacco Control Legislation on Smoking Prevalence

Drawing a correlation between a specific legislative amendment relating to
tobacco promotion or use with the overall rate of smoking is extremely
difficult owing to the range of parallel tobacco control measures (taxation,
health education and other tobacco control legislation) generally in place in a
given community. Several amendments to tobacco control legislation are
frequently made at a time, making the extraction of a correlation relating to a
single legislative amendment very difficult.

However there is little doubt that a comprehensive package of tobacco control
measures comprising bans on advertising, promotion and smoking in
workplaces and other public places reduces overall tobacco consumption and
that this has a knock-on effect in terms of improved public health. Perhaps
nowhere has this been more closely studied than in the state of California,
which has implemented some of the world’s most stringent tobacco control
legislation. The adult smoking prevalence in California has dropped at a rate
faster than the national average since the introduction of a comprehensive set
of anti-smoking legislation since the late 1980s. Indeed the smoking
prevalence in the adult population fell 50% between 1989 and 1999 (California
Department of Health Services). Massachusetts is another American State to
adopt stringent tobacco control legislation in the 1990s (see Annex A).

Tobacco consumption there has similarly declined at a rate faster than the
national average since the introduction of stringent State level tobacco control
legislation in 1993.

The health benefits accrued as a result of reduced smoking in response to a
specific legislative measure are difficult to quantify and some may take some
time before they become apparent. However short-term health benefits
related to the acute and immediate effects of reducing exposure to second
hand smoke (SHS) have been reported. After the implementation of a
smoking ban in Californian bars and restaurants in 1998, hospitality workers
reported improved respiratory health over a very short space of time (Eisner
et al, 1998) however insufficient time has elapsed to quantify all the benefits in
terms of savings related to health care costs.

The principal justification for smoke-free workplaces arises from the public
health concerns related to exposure to SHS. Whilst a ban on workplace
smoking obviously reduces such exposure, it also reduces overall tobacco
consumption and encourages quitting (Glantz, S 1997). The combined effect
of legislation banning workplace smoking makes it an ideal public health
policy tool. A review of trends in tobacco consumption attributed over 22% of
the tobacco consumption drop in Australia between 1988 and 1995, and
almost 13% of the drop in the United States between 1988 and 1994, to smoke-
free workplace policies (Chapman S et al, 1999).

Australian studies measuring tobacco consumption before and after the
introduction of smokefree workplace policies confirm that bans do indeed
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bring about a reduction in numbers of cigarettes smoked on workdays
(Borland R et al, 1990) which remains evident 18 months after the initial
enforcement of restrictions (Borland R et al, 1991). Some smokers have
extended their lower workday consumption patterns to non-workdays
(Borland R et al, 1991).

A study of smokers in the Australian public service six months after the
introduction of a smoking ban in Government buildings concluded that there
was an overall reduction in smoking prevalence within the affected
workforce, even after consideration of “compensatory” smoking (Borland R et
al, 1990). Whilst light smokers did not change their consumption patterns,
moderate smokers reduced the number of cigarettes smoked per day by an
average of six cigarettes (a 29% fall in consumption), and heavy smokers
reduced by eight cigarettes (a 27% fall in consumption).

Studies have readily and reliably linked increases in the taxation of tobacco
products to a corresponding decrease in overall tobacco consumption. This is
possible due to the sudden and often steep increases in tobacco taxation and
the knock-on effect on the price of tobacco products, particularly in places
such as Australia, Canada and North America. In Australia, taxation rises are
typically announced at the federal budget and implemented at the beginning
of the financial year, independent of other tobacco control measures, making
the effects of the price rise easy to monitor.

CONCLUSION

Key findings of the International Review are as follows:

e smoking bans in restaurants and other public areas are most effective when
supported by public awareness and expectations which lead to “self-
enforcement’ of the bans;

¢ phased introduction is an effective method of implementing smoking bans
in areas where smoking is firmly entrenched, once bans have been socially
accepted elsewhere;

e exemptions to smoking bans should be avoided wherever possible, in
order to avoid confusion as to where the bans apply and to avoid creating
an “unlevel playing field” amongst affected premises;

e key terms within tobacco control legislation should be clearly defined to
avoid non-compliance through exploitation of “loop-holes”; and

e voluntary or partial bans are largely ineffective and the prevalence of
smoking tends to be higher where these are in place.

Table 3.1 provides a broad overview of the proposed amendments to the
existing smoking legislation in Hong Kong in the context of international
trends in tobacco control. It shows that the proposed amendments will bring
Hong Kong into line with countries and states with the strictest tobacco
control legislation world-wide.
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Table3.1 Comparison of Proposed Amendments in Hong Kong Versus Existing International Regulations

Hong  Australia Canada China Japan Malay Philip Singa  South Taiwan Thailand United California Massac New York

Kong (Mainl sia pines pore Korea Kingdom (USA) husetts City
and) (USA)  (USA)
Restaurants VVvv Vvuvyv v v A Y v v A vvyv Y v v vvyv Y VAV v v vvv
most
states

Bars vVvy

vvv A\ A\ - - - - - - - - A% A\ A%
Edu.ca’a.onal v v v v v v v v v v v v v v v v v v v v v Vs v v v v v v
Institutions
Indoor VvV v v v v v v v v v VV Vvvv vy v v vvyv Vs v v v v v v
Workplaces
TObaCC?. VVVY VVV VvVV vyv v v v v VV VVV VV VVV vvVvyVv vvyv VvV VVVvY vvy
Advertising
Tobacco. VVVY VvVVVY Vvvyv A Vs VVV VV VVV VV VVV VvV Vs VvV VvV vvy
Sponsorship
Pictorial Health
Warnings v - v - - - - - - - - - - - -
vvv =  Banned
vV = Restricted
v = Provision included in legislation and/ or regulations
\% = Voluntary provision included in legislation and/or regulations

(1) It is understood that Thailand is considering the inclusion of pictorial/ graphical health warnings, but we have been unable to confirm details to date
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4.1

4.2

4.2.1

NEEDS AND RISK ANALYSIS

INTRODUCTION

This section seeks to clarify the issues that need to be addressed, potentially
by regulation, describing and where possible quantifying the scale of the
problem and the associated health risks.

THE NEEDS

The proposed legislative amendments are principally aimed at addressing the
following needs:

e Reduce the exposure and impacts of second hand smoke (SHS). The
legislative amendments aim to reduce the exposure and impacts of SHS by
banning smoking in hospitality venues, educational establishments and
other workplaces.

e Reduce the uptake of smoking and hence overall smoking rates. The
legislative amendments are aimed at reducing the uptake of smoking (and
hence overall smoking rates) by closing loopholes in the current ban on
advertising and promotion of tobacco products, and reducing the
exposure of young people (particularly in educational establishments) to
smokers. In addition the legislative amendments aim to raise awareness
of the impacts of smoking, and hence reduce the uptake of smoking (and
hence overall smoking rates) by including an enabling provision in the
Ordinance that allows for the inclusion of graphic and/or pictorial health
warnings.

The risks associated with each of these needs, as well as those of smoking, are
discussed in more detail below

The Risks of Tobacco Use

The health impacts of tobacco use are well researched and publicised. In 1994
the US Department of Health and Human Services estimated that some 70,000
scientific articles have implicated smoking in a wide variety of ailments,
constituting the largest and best documented literature linking any behaviour
to disease in humans.

Chaloupka et al (1999) noted that “all told, smoking is far and away the
leading cause of premature death and of avoidable morbidity and disability in
... most industrialised nations’.

Smoking is also very addictive with a study quoted by America’s Food and
Drug Administration finding that 80% of cigarette smokers were addicted.
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4.2.2

Table 4.1

Thus the risk of tobacco use is that it can result in disabling and often fatal
illnesses and it is addictive.

The Risks of Second Hand Smoke

The total risks associated with SHS are still being studied and have, in recent
years, been subject to much debate, although public health authorities argue
that the balance of evidence would suggest that exposure to SHS increases the
risk of lung cancer, heart disease, developmental effects (e.g., low birth-
weight infants), non-malignant respiratory disease and related disorders.

SHS has also been associated with increased risks for: breast and nasal-sinus
cancer, cerebrovascular disease (e.g. stroke), and reproductive disorders.

In addition, SHS has been designated as a known human cancer-causing
agent by a number of well-recognised, international health agencies. No
agency has set an acceptable level of exposure to SHS.

Table 4.1 presents the findings of some of the studies undertaken on the health
impacts of SHS.

Summary of Selected Studies on the Impacts of Passive Smoking

Study Results

Lam et al, 2000(a) Identified significant relationship between exposure to second hand
smoke at work and both respiratory symptoms and physician
consultation

Hackshaw et al, 1997 Estimated that passive smoking increases the non-smokers risk of lung
cancer by 26%.

Law MR et al, 1997 Concluded that breathing other people’s tobacco smoke increases the

risk of heart disease by an estimated 23%. The authors also found that
the immediate effect of a single environmental exposure was to increase
risk by an estimated 34%. This compares with a risk of 39% from
smoking one cigarette per day.

Strachan et al, 1997 Concluded that there is an estimated increased risk of lower respiratory
illness (pneumonia, bronchitis, bronchiolitis, wheezing) 57 % if either
parent smokes and 72% if the mother smokes.

Peters et al, 1996 Risk to respiratory health for children exposed to tobacco smoke at home
were higher than those for air pollution in Hong Kong

US EPA, 1992 Concluded that exposure to SHS causes serious and substantial health
problems. Exposure to SHS causes an estimated 3000 lung cancer deaths
per year in the USA and impairs the respiratory health of hundreds of
thousands of children. A U.S. District Court decision has vacated several
chapters of the EPA document that served as the basis for EPA's
classification of SHS as a Group A carcinogen and estimates that SHS
causes 3,000 lung cancer deaths in non-smokers each year. EPA is
appealing this decision. None of the findings concerning the serious
respiratory health effects of SHS in children were challenged.
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Study Results

California Environmental =~ Concluded that recent studies provide additional evidence that SHS
Protection Agency, 1999 exposure is causally associated with lung cancer. Specifically that there is
about a 20 per cent increase risk of lung cancer in non-smokers

Scientific Committee on A review of the evidence to date on passive smoking and lung cancer

Tobacco and Health, 1998  concluded that long term exposure of non-smokers to SHS caused an
increased risk of lung cancer which, in those living with smokers, is in
the region of 20-30%

Australian National Health A review of scientific evidence of the health effect of passive smoking

and Medical Research

Council, 1997

concluded that “The scientific evidence shows that passive smoking
causes lower respiratory illness in children and lung cancer in adults
and contributes to the symptoms of asthma in children. Passive smoking
may also cause coronary heart disease in adults. It is estimated that
passive smoking contributes to the symptoms of asthma in 46,500
Australian children each year and causes lower respiratory illness in
16,300 Australian children. It also causes about 12 new cases of lung
cancer each year in adult Australians. Passive smoking may also cause
77 deaths a year from coronary heart disease”

HeJ etal, 1999 The authors reviewed 18 epidemiological studies and found that,
overall, non-smokers exposed to environmental tobacco smoke had a
relative risk of coronary heart disease of 1.25 (ie a 25 per cent increased
risk compared with non-smokers not exposed). The relative risk for men
was 1.22 and women 1.24. Non-smokers exposed to tobacco smoke at
home had an overall risk of 1.17, while at work the risk was found to be
1.11.

The Risks of Tobacco Advertising and Promotion

Chaloupka et al (1999) notes that “the impact of cigarette advertising on
cigarette smoking, particularly youth smoking, has been the subject of
extensive debate over the past several decades. The public health community
takes it as given that advertising encourages smoking and is a particularly
significant influence on smoking initiation among youth. The tobacco
industry, on the other hand, contends that cigarette advertising is a form of
competition that does not impact on overall cigarette smoking, but instead
simply affects market share. In addition the industry argues that advertising
provides useful information to smokers about their products, including
information on tar and nicotine content.”

There are several mechanisms through which advertising and promotion are
thought to affect the uptake of smoking as well as overall cigarette
consumption. This include direct mechanisms such as:

e enticing children and young adults to experiment with smoking and to
initiate regular smoking;

e reducing current smokers willingness to quit smoking;

e serves as a cue or stimulus that leads to increased daily consumption; and

e induces former smokers to resume their habit.
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Indirect mechanisms are thought to include:

e discourages a full discussion of the health consequences of smoking in
media dependent on tobacco advertising; and

e contributes to a social environment in which smoking is perceived to be
socially acceptable.

Three main types of studies have examined the relationship between tobacco
advertising and consumption:

e Econometric research on the link between expenditure on advertising and
tobacco consumption. Numerous studies have investigated the
relationship between expenditure on tobacco advertising and the
consumption of tobacco. Adjustment must be made for important factors
such as product price, available income, etc., to avoid drawing incorrect
conclusions. As econometric studies look at total expenditure and total
consumption, no definitive conclusions regarding effects on the uptake of
smoking by young people can be drawn (although it is understood that
some studies have documented price elasticities by age). Most econometric
studies have found that increased expenditure on tobacco advertising
increases demand for cigarettes, while banning advertising leads to a
reduction in tobacco consumption. A meta-analysis of 48 econometric
studies found that tobacco advertising significantly increased tobacco sales
(Andrews et al, 1991). Recent reviews by the United States Institute of
Medicine (Lynch et al, 1994), the United States Department of Health and
Human Services (1994) and the World Health Organisation (Roemer R,
1993) reached the same conclusion.

e Research comparing tobacco consumption within a country before and
after an advertising ban. These studies compare tobacco consumption
before and after a complete ban on advertising. Although such studies may
be complicated by inadequacy of data collection or poor implementation of
the ban, they have yielded convincing data that a complete ban on
advertising makes an important contribution towards reducing smoking
prevalence. Selected studies are summarised in the table below.

Summary of Selected Studies on the Impact of a Ban on Advertising (before
and after)

Country, year Description of anti-tobacco measures Effect

Norway, 1975 Complete ban on advertising and Long-term reduction of
sponsoring, coupled with health smoking prevalence by 9%
warnings, public information and age a2

limits on sales
Finland, 1977 Complete advertising ban, no smoking in Reduction of cigarette
public buildings, age limit on sales, strong consumption of 6.7%
public information campaigns
Canada, 1989 Complete ban on advertising and Corrected for price
sponsoring, with higher tobacco prices increases, a long-term
reduction of smoking
prevalence of 4% M
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Country, year Description of anti-tobacco measures Effect

New Zealand, 1990 Ban on advertising and sponsoring, Reduction in tobacco sales
higher tobacco prices of 7.5%, of which 5.5% is
attributed to ad ban
France, 1991 Complete advertsing ban, limiting Reduction of smoking

smoking in public buildings, removal of prevalence of 7% in 1991-
tobacco from consumer price index 1993

Sources:

1. Smeeetal, 1992

2. Rimpeli et al, 1993
3. WHO, 1995

e International comparison of trends in tobacco consumption and anti-
tobacco measures. This type of study - known as a cross-sectional time-
series analysis - compares trends in tobacco advertising and consumption.
An important study commissioned by the New Zealand Government
examined trends in consumption and advertising in 33 countries during
1970-1986 (Toxic Substances Board, 1989). It demonstrated that the higher
the degree of governmental control on tobacco advertising and
sponsorship, the larger the annual reduction of tobacco consumption.
Corrections were made to account for differences in income, tobacco
prices and public information.

A cross-sectional time series analysis in 22 OECD countries for the period
1960-1986 concluded that increasingly strict regulation of advertising
causes corresponding reductions in tobacco consumption (Laugesen et al,
1991). The degree of restriction on tobacco marketing was scored in each
country: for example, Iceland, Finland and Norway, countries with a
comprehensive ad ban and strong warnings on tobacco products, scored
10, while others with less strict measures, such as a ban only on TV, radio
or cinema advertising, had a lower score. On a scale of one to ten, an
increase of 1 point was found to translate into a 1.5% reduction in tobacco
consumption. One drawback was that other types of anti-tobacco
measures, such as public information campaigns leading to increased
public awareness, were not corrected for.

Another study of 22 OECD countries during 1964-1990 came to a different
conclusion (Stewart, 1993). This study suggested that advertising bans
have no effect on tobacco consumption. However, Stewart focused only
on bans on the televised advertising of cigarettes. Also, in contrast to
Laugesen and Meads, Stewart did not allow the impact of the advertising
restriction to change over time. He estimated that the ban on cigarette
advertising on television has had a positive but insignificant impact on
cigarette demand, consistent with the findings from several other studies
on the effects of broadcast advertising bans alone.

Two studies in Hong Kong have illustrated the impact of tobacco advertising
and promotion on youth. Peters et al (1995) concluded that tobacco
advertisements are widely recognised by young children and associated with
smoking experience, while Lam et al (1994) identified associations between
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cigarette brand smoked and the attractiveness of the advertisements of the
brand by Form 1 to 3 students.

The Risks of Smoking in Hong Kong

Smoking poses risks to both smokers and non-smokers (through exposure to
SHS) alike in Hong Kong. There have been a number of attempts to quantify
these risks in terms of both lives lost and costs to the economy. These are
discussed below.

Mortality Costs of Smoking in Hong Kong

Lam et al (2001) calculated that there are around 5,720 deaths per year that
were attributable to tobacco in Hong Kong among people aged 35 and over in
1998.

While this study has only recently been published (in both the Chinese and
English versions of the British Medical Journal) the estimates of smoking
attributable deaths in Hong Kong are very similar to previous estimates,
which were mainly calculated using overseas (US) data on risk estimates or
using WHO estimates of smoking attributable diseases. Using the US data on
risk, Tsang (1995) estimated that there were a total of 5,682 deaths in 1993
attributable to smoking (18.8% of all deaths). Using WHO estimates of
smoking attributable diseases the Secretary for Health and Welfare, in a 1997
speech given to the Legislative Council, attributed approximately 4,600 deaths
to smoking.

Morbidity Costs of Smoking In Hong Kong

The Hong Kong Hospital Authority (HKHA) estimates costs for
hospitalisation due to smoking attributable Lung Cancer, Bronchitis and
Ischaemic Heart Disease using information from HKHA hospital admissions
and WHO estimates on smoking attributable diseases. For 1999, the latest
year available, the costs where calculated as HK$ 711 million. This is likely to
be an underestimate of the total morbidity costs of smoking for a number of
reasons, as follows:

it only includes HKHA hospitals - not private care;

e it does not include primary, traditional or self care associated with these
diseases;

e it does not included the costs associated with other known diseases
attributable to smoking;

e it does not include complications associated with health problems of new-
borns caused by the mother's smoking;

e it does not include treatment of burn victims from smoking-ignited fires;

e it does not include illnesses caused by SHS exposure of children and
adults; and

e it does not include treatment of other diseases that are made more

complicated by smoking (eg diabetes, recovery from major surgery among

others, Chaloupka et al, 1999).
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A number of studies have been undertaken overseas about the cost of
smoking as a percentage of health care costs. In the US, Warner et al (1999),
based on a literature review of six peer reviewed papers examining medical
costs in a single year (covering the non-institutionalised Amercian
Population) (six publications), concludes that the costs of smoking in the
United States equals, and may well exceed, the commonly referenced figure of
6-8% of total health care costs.

In Japan, Izumi et al (2001) concluded that among the general population
aged 45 years or over, about 4% of total medical costs were attributable to
smoking.

In Hong Kong in 1998/1999 the Hong Kong Hospital Authority spent
approximately HK$ 26,900 million, not including capital expenditure on
medical projects under public works (Source: Hong Kong Annual Digest of
Statistics, 2000 edition). Taking a modest figure for smoking costs of 5% of
total medical costs this equates to HK$ 1,345 million, suggesting that the
HKHA figure of HK$ 711 million might be around 50% of the actual
morbidity costs of smoking in Hong Kong.

Other Costs of Smoking

Other costs of smoking that cannot be included under morbidity and
mortality costs include, among others:

. transport costs to and from treatment for smoking related diseases;
. home modifications for those disabled by smoking;

J productivity losses associated with smoking and passive smoking;
. damage to buildings and their fixtures and fittings from smoking

and/or smoking related fires; and
. indirect costs such as the pain and suffering of smoking-related disease
victims and their families.

No estimates exist for these costs in Hong Kong and this study does not
attempt to quantify them due to their intangible nature.

The Economic Benefits of Smoking-Related Deaths

Warner et al (1999) note that some economists (notably those working for the
tobacco industry) have argued that, if one accepts that smoking causes disease
and premature death, one must incorporate the offsetting “benefit” on health
care costs of earlier deaths due to smoking to determine the true cost. Various
studies have tried to calculate this ‘net’ cost to society with differing results -
ranging from smokers having a net benefit to a net cost. These economic
arguments are based around placing a negative value on non-productive
members of society (eg the retired). This study is not going to consider such
costs for the following reasons:
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Table 4.3

e The cost of life to be applied in the study will be the same for all ages - a
life is a life regardless of how old or productive that life is. This approach
to applying a single economic value to life is standard in Hong Kong
Government decision making.

¢ Inno other area of social policy or decision making is death treated as an
economic benefit.

e If one follows this approach to the extreme then there would be no point
in providing health care to elderly people as they are not productive.

e Hong Kong is a family orientated society, where the benefits of extended
family networks are recognised in terms of, for example, the guidance and
help provided by elder citizens to busy working families. Whilst these
benefits have not been calculated in previous studies, they are recognised
as being one of the cornerstones of Hong Kong’s success.

e Analysis of this issue opens up a whole host of other difficult issues. For
example, much of the Hong Kong financial sector provides fund
management services, the primary purpose of which is to provide for
retirement. Should this important part of Hong Kong’s economy be
disregarded if retired citizens are perceived to have no value?

RISKS ASSOCIATED WITH SMOKING IN HOSPITALITY VENUES IN HONG KONG

Table 4.3 presents the output of an analysis of risks associated with the
proposed legislative amendment to ban smoking in restaurants and to
gradually extend this to other indoor public premises. A further discussion of
the mortality and morbidity costs associated with SHS in restaurants is
continued below.

Risks Associated with Smoking in Hospitality Venues in Hong Kong

Proposed Legislative Policy Intent/Need Risk / Fact
Change
Complete smoking banin ~ Reduce exposure to SHS in restaurants is related to ill-health
restaurants, to be SHS and associated (morbidity and mortality) of both customers and
gradually extended to health and economic ~ workers as well as a number of other costs.
other indoor public impacts
premises

Quantifiable

¢ Annual mortality of workers due to SHS in
restaurants amounts to 150 deaths per year.
Hedley et al (2001a)

e Between 1996-2000 an average of over 11
fires per annum were caused by ‘careless
handling or disposal of cigarette ends,
matches, candles etc” in restaurants (from
data provided by the Hong Kong Fire
Services Department). No injuries and no
deaths were associated with these fires and
all were classed 1 or 2 on a scale of 1-5 (with
five being the most serious).
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Un-quantifiable

Other risks include:

e Increased mortality of patrons exposed to
SHS

e Increased morbidity costs of staff and
patrons exposed to SHS

e Smoke and related property damage,
depreciation, maintenance and cleaning
costs

Mortality Costs

The recent COSH study on ‘Passive smoking and risks for heart disease and cancer
in Hong Kong catering workers’ (Hedley et al, 2001a), estimated annual mortality
of workers due to SHS in restaurants at 150 deaths per year.

There have been no studies in Hong Kong of the mortality costs of patrons
associated with SHS in restaurants.

Morbidity Costs

There have been no studies in Hong Kong of the morbidity costs associated
with SHS exposure of staff and patrons in restaurants and it is beyond the
brief of this study to attempt to quantify them.

It is however worth noting a study by Eisner et al (1998) on 53 bartenders
before and after legislation banning smoking in all bars and taverns in the
State of California. This study demonstrated that reduced SHS exposure in
these bartenders as a result of the ban was associated with improved adult
respiratory health during a short observation period, approximately two
months (although it should be acknowledged that the study did not look at
how this improved respiratory health would be converted into a
corresponding reduction in health care costs).

Hospitality workers may be at a greater risk than most because the nature of
the environment often demands prolonged exposure to SHS. In a 2000 review
of the SHS Provisions of the Occupational Health and Safety Regulation in British
Columbia, the Workers Compensation Board noted that:

“Studies targeting the hospitality industry suggest that employees in
restaurants where smoking is not restricted actually experience greater
second-hand smoke exposure than someone living with a smoker.
Other studies demonstrated the high levels of second-hand smoke
pollutant levels found in hospitality workers and the causal effects of
those pollutants. Eliminating workers” exposure to ETS and lowering
smoking prevalence among workers is thus expected to improve
workers” health by reducing their risk of cancer, heart disease, and other
various tobacco-related illnesses.”
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Table 4.4

RISKS ASSOCIATED WITH SMOKING IN EDUCATIONAL INSTITUTIONS IN HONG

KonNG

Table 4.4 presents the output of an analysis of risks associated with the
proposed legislative amendment to ban smoking in educational
establishments. It should be noted that there is no data available on the extent
of smoking and exposure of both pupils and staff to SHS in educational

establishments in Hong Kong.

Risks Associated with Smoking in Educational Institutions in Hong Kong

Proposed Legislative
Change

Policy Intent/Need

Risk / Fact

Smoking ban in indoor

and outdoor areas of all
kindergartens, primary
and secondary schools and impacts
indoor areas of tertiary

institutions

Reduce exposure to
SHS and associated

Reduce uptake of
smoking by young
(and hence overall
smoking rate)

health and economic

SHS in educational establishments is related to
ill-health (morbidity and mortality) of both
pupils and staff as well as a number of other
costs.

Quantifiable

e Between 1996-2000 an average of just under
3 fires per annum were caused by ‘careless
handling or disposal of cigarette ends,
matches, candles etc” in schools (from data
provided by the Hong Kong Fire Services
Department). One injury (ie an average of
less than 0.2 a year) and no deaths were
associated with these fires and all were
classed 1 or 2 on a scale of 1-5 (with five
being the most serious).

Un-quantifiable

Risks include:

e Increased mortality of pupils and staff
exposed to SHS

e Increased morbidity costs pupils and staff
exposed to SHS in educational
establishments

e Smoke and related property damage,
depreciation, maintenance and cleaning
costs

Among current adult smokers in Hong Kong the
average age (median) of starting to smoke is 17.
Teenagers (Aged 15-19) and youths (aged 20-29)
claim to start smoking at an average (median)
age of 14 and 15 respectively (Mercado
Solutions (Asia) Ltd, 2001).

The majority (59.5%) of current daily smokers
indicate that they started smoking mainly
because they were influenced by friends with
72.9% of teenagers and 67.5% of youths
indicating the same reason (Mercado Solutions
(Asia) Ltd, 2001).
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4.5

Table 4.5

Un-quantifiable

Risks include:

e Increased likelihood that pupils will begin
smoking if their friends are doing so at the
educational institutions (as schools provide
a forum for peer pressure)

RISKS ASSOCIATED WITH SMOKING IN OTHER WORKPLACES IN HONG KONG

Table 4.5 presents the output of an analysis of risks associated with the
proposed legislative amendment to ban smoking in all workplaces. It should
be noted that the risks to smokers associated with their smoking in the
workplace has not been included in this discussion, although the impact of
their smoking on others has (eg SHS). Reasons for not including this risk in

the analysis include:

e although it has been argued that workplace bans assist smokers in quitting

as well as reduce their smoking rates, this is not the policy intent of this

legislative amendment; and

e any benefits from increased productivity in smokers due to these reduced

smoking rates might be negated by the losses associated with smokers

having to go outside to smoke their cigarettes.

Regardless of the above, a discussion of the magnitude of these direct costs of

smokers to employers is included below.

Risks Associated with Smoking in the Workplace in Hong Kong

Proposed Legislative Policy Intent/Need
Change

Risk / Fact

Smoking ban in all indoor ~ Reduce exposure to

workplaces SHS and associated
health and economic
impacts

McGhee et al (2000) note, from a study of a
workforce in Hong Kong, that there is a strong
association between length of time exposed to
SHS exposure at work and medical
consultations, use of medicines and time off
work. This results in costs to the health services,
to employers (productivity lost due to
absenteeism and employee health costs) and to
those exposed.
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Proposed Legislative
Change

Policy Intent/Need

Risk / Fact

Hong Kong workers (excluding domestic
helpers) are exposed to a significant amount of
SHS in the workplace. Approximately 31.4% of
indoor workers claim that their company
permits smoking in the workplace (Mercado
Solutions (Asia) Ltd, 2001). Additionally, some
35.2% of Hong Kong workers who mainly work
indoors claim to sit within 10 feet of someone
who smokes in the office (Mercado Solutions
(Asia) Ltd, 2001). This equates to 0.73 million
indoor workers exposed to SHS (35.2% of 2.085
million indoor workers). Older surveys and
studies in Hong Kong have found higher
exposure rates (an average of 47.5%), with some
occupational groups having exposure as high as
80% at work (based on a survey undertaken in
1998 and quoted in McGhee et al, 2001).

Using the results from McGhee et al (2000) it is
possible to calculate that every individual
exposed to SHS loses approximately 0.7 days
per annum in lost work days due to doctor
consultations and lost work days. This assumes
that a doctors consultation last a third of a
working day (eg 2.5 hours out of a 7.5 hour day)
and that 50% of doctor consultation take place
during working hours.

Quantifiable

e  Exposure to SHS in the workplace reduces
productivity. Using results from McGhee et
al (2000) and the Thematic Household
Survey (Mercado Solutions (Asia) Ltd, 2001)
suggests that approximately 0.52 million
work days are lost due to worker exposure
to SHS at work. Assuming an average wage
of HK$ 10,000 (the median wage for Hong
Kong in the 2nd quarter of 2001 was HK$
10,000, CSD personal communication
August 2001) for those impacted by SHS in
indoor offices, this equates to around
HK$198 million per annum lost productivity
(assuming 26 working days per month).

e McGhee et al (2001) calculated the cost of
additional consultations due to exposure to
SHS to all full-time Hong Kong workers as
US$2.1 million to the Government, US$ 7.6
million to employees and to individuals of
US$ 17.2 million (although this was for 3.04
million full-time workers, regardless of
whether they worked indoor or outdoors).

ENVIRONMENTAL RESOURCES MANAGEMENT

26

BUSINESS AND SERVICES PROMOTION UNIT



4.5.1

4.6

Proposed Legislative Policy Intent/Need Risk / Fact
Change

e Between 1996-2000 an average of over 91
fires per annum were caused by ‘careless
handling or disposal of cigarette ends,
matches, candles etc” in commercial premises
(from data provided by the Hong Kong Fire
Services Department). A total of 28 injuries
(ie an average of nearly 6 injuries per
annum) were associated with these fires
(and no deaths) and all were classed 1 or 2
on a scale of 1-5 (with five being the most
serious).

Un-quantifiable

e Increased mortality costs associated with
SHS exposure of staff

e Smoke and related property damage,
depreciation, maintenance and cleaning
costs

Costs of Smokers to Employers

The following presents some examples of studies that have estimated the
costs that smokers place on their companies:

e Dow Chemical Co. discovered that one of its divisions was losing about
US$600,000 annually from the absenteeism of ill smokers (Sculco, 1992).

e The Congressional Office of Technology Assessment estimates that each of
the approximately 15 million smokers in the United States costs their
respective employers between US$2,000 and US$5,000 annually in
increased health care and fire insurance premiums, absenteeism, lost
productivity and property damage (Warner, 1994).

e National data for the United States document that male and female
smokers have higher absenteeism rates than non-smokers, are sicker and
require more medical care (Rice et al, 1986).

RISKS ASSOCIATED WITH CIGARETTE ADVERTISING AND PROMOTION IN HONG
KONG

Table 4.6 presents the output of an analysis of risks associated with the
proposed legislative amendments to further restrict the advertising and
promotion of cigarettes in Hong Kong, including the provision of graphic
and/or pictorial warnings on cigarette packaging (as they relate to the same
policy intent, ie to reduce the uptake of smoking and hence the overall
smoking rate).
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Table 4.6

4.7

Risks Associated with Cigarette Advertising and Promotion in Hong Kong

Proposed Legislative Policy Intent/Need Risk / Fact

Change

To further restrict the Reduce uptake of A comprehensive set of tobacco advertising bans
advertising and promotion = smoking by young can reduce tobacco consumption and that a

of cigarettes in Hong (and others) limited set of advertising bans will induce

Kong, including the
provision of graphic
and/or pictorial warnings
on cigarette packaging

promotional budgets to shift from the banned to
un-banned media and methods of promotion
and thus have little or no effect (Saffer et al,
2000).

A significant number of F.1 to F.3 students had
used empty cigarette packs to exchange for
admission tickets for movies, sports
competitions or other entertainment (6%) and
exchanged such packs for free gifts or reduced
price goods (8%) in 1999. 11% of the students
who responded were given free promotional
cigarettes (Lam et al, 1999)

Key findings of Canadian research (as reported
on the Health Canada website) revealed that
increasing the size and emotional content of
warning messages on cigarette packages,
including the use of message enhancing
pictures, has the potential to encourage more
smokers to stop smoking and deter more non-
smokers from starting to smoke. Warning
messages with pictures were, on average, 60
times more encouraging to stop/not start
smoking than messages without pictures .

Quantifiable

e Using the results from Laugesen et al (1991)
(and thereby assuming they are valid for
application to the Hong Kong situation),
then the risk imposed by leaving loopholes
in the current legislation could be estimated
as additional cigarette consumption of 1.5%
(thereby also assuming that Hong Kong is “1
index point” off a complete ban under the
Laugesen et al (1991) system - eg complete
ban on advertising and sponsorships
coupled with multiple, strong warning labels
on cigarette packaging).

THE TOBACCO INDUSTRY IN HONG KONG

An overview of the tobacco industry in Hong Kong is provided in the box

below.
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Box 4.1

The Tobacco Industry in Hong Kong

The tobacco industry in Hong Kong is made up of importers, exporters, manufacturer,
wholesalers and retailers:

¢ Tobacco importers/exporters. In 2000 there were 199 establishments dealing with the
import and export of tobacco, cigarettes and cigars, employing around 1650 staff. The value
of the goods imported was around HK$ 4,200 million, exported was around HK$ 800
million and re-exported was HK$ 3,750 million.

e Tobacco manufacturers. In 2000 there were 3 establishments manufacturing tobacco,
employing some 430 staff. In 1999 the gross turnover of this sector was around HK$ 2,900
million (it is understood that 2 manufacturing facilities closed in 1999-2000 so the turnover
in 2000 is likely to be smaller but no data is available to date).

e Tobacco wholesalers. In 2000 there were 26 establishments wholesaling tobacco,
employing around 260 people. This does not include those wholesales who are also
manufacturers (included under tobacco manufacturers)

e Tobacco retailers. In 2000 there were 35 establishments that just sold tobacco (eg not
including retail outlets that sell other products), employing around 520 people. In addition
there are over 10,000 other retailers who sell tobacco products (including hawkers and small
retailers).

In 2000, roughly 3.2 billion cigarettes, 19.2 tonnes of cigars, 7.6 tonnes of Chinese prepared
tobacco and 3.2 tonnes of other tobacco (not intended for manufacture) paid a total duty of HK$
2.45 billion

Sources: Census and Statistics Department reports and Customs and Exercise Data
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5.1

5.2

521

522

OPTIONS AND STAKEHOLDERS

INTRODUCTION

A regulatory impact assessment needs to evaluate the proposed legislative
option against other regulatory or non-regulatory options. Based on a review
of the available literature and discussions with stakeholders the following
sections present a number of feasible options to be taken forward in the
analysis. It also identifies who will be impacted by the proposed measures
and to what extent.

Issues raised on each of these options, either through consultation with
stakeholders and/ or through literature review are presented in Annex C.

OPTIONS UNDER CONSIDERATION

The following options are the result of a review of the available literature (in
relation to practices elsewhere) and discussions with stakeholders in Hong
Kong.

It should be stressed that these options are not the recommendations of the
Consultant or of the study, but rather options that warrant further
investigation and discussion.

Options for Reducing the Impact of SHS in Hospitality Venues

The following are possible options that are considered by this study:

e Option Al: Proposed legislative amendments

e Option A2: Legislate to allow designated smoking rooms but prohibiting
smoking outside these rooms

e Option A3: Proposed amendments but allow for exemptions for certain
types of hospitality venues (eg Bars and Karaokes)

Another option, to change the current legislative requirements to increase the
availability and size of no smoking areas in restaurants has not been
considered as it unlikely to reduce SHS exposure of staff and patrons in
restaurants.

Options for Reducing the Impact of SHS in Indoor Workplaces

The following are possible options that are considered by this study:

e Option B1: Proposed legislative amendments
e Option B2: Legislate to allow designated smoking rooms but prohibiting
smoking outside these rooms
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524

5.3

5.3.1

e Option B3: Provide for voluntary measures in workplaces to be legally
enforceable under the current legislation

Options for Reducing SHS exposure in Educational Establishments

The following are possible options that are considered by this study:

e Option C1: Proposed legislative amendments

e Option C2: Legislate to allow designated smoking rooms but prohibiting
smoking outside these rooms

e Option C3: Exclude Universities (& other tertiary institutions) from the
proposed amendments (however voluntary schemes in Universities would
remain legally enforceable under the current legislation)

Options for Reducing the Impact of Tobacco Advertising and Promotion

The following are possible options that are considered by this study:

e Option D1: Proposed legislative amendments

e Option D2: Amend the Ordinance/ Subsidiary Regulations so tobacco
advertising/promotion is limited in size and/or content and/or frequency

e Option D3: Issue strict guidelines with the threat of future regulation if
these guidelines are not followed.

IMPACTS OF THE PROPOSED OPTIONS

This section looks at each of the above options in more detail, including their
costs and benefits to the various impacted stakeholders. It is acknowledged
that these costs and benefits are not exhaustive but present only the key costs
and benefits that have been quantified as far as possible.

In addition, only businesses and stakeholders who are likely to face direct
economic impacts have been included at this stage. Those, such as importers,
suppliers and wholesalers will be considered further in the subsequent stages
of the report if significant impact warrants the need. Thus while restaurants
are included, importers and suppliers of food are not.

Options for Reducing the Impact of SHS in Hospitality Venues
Option A1: Proposed Legislative Amendments for Hospitality Venues

The following tables present the costs and benefits associated with the
proposed legislative amendments.
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Table 5.1

Option Al: Prohibition of Smoking in all Restaurants, Bars and Karaokes

Option Al - Prohibition of Smoking in all Restaurant, Bars and Karaokes

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Restaurants Trade. Excluding Bars and Karaokes there are
approximately 9,300 premises, employing around 190,000
people, with a total turnover of around HK$ 64,500 million
(source Report on 1999 Annual Survey of Wholesale, Retail and
Import and Export Trades, Restaurants and Hotels, Census and
Statistics Department and Consultant’s calculation of Karaoke
Trade based on an FSD survey data).

Bar Trade. There are approximately 460 premises, employing
over 5,800 people, with a total turnover of around HK$ 2,700
million (source Report on 1999 Annual Survey of Wholesale,
Retail and Import and Export Trades, Restaurants and Hotels,
Census and Statistics Department).

Karaoke Trade. There are approximately 240 premises,
employing around 4,150 people, with a total turnover of nearly
HKS$ 2,400 million (source Consultants calculation based on FSD
survey data and the Report on 1999 Annual Survey of
Wholesale, Retail and Import and Export Trades, Restaurants
and Hotels, Census and Statistics Department).

Restaurant, Bar and Karaoke Patrons. There are over 6.7
million Hong Kong residents and in 1999 there were over 10.6
million visitors (Hong Kong Annual Digest of Statistics, 2000
Edition, Census and Statistics Department.

Possible loss of revenue from smokers not visiting the
establishments as much. This issue is discussed further in
Section 6.3.2.

Management costs in enforcing the ban. Unlikely to be a
significant opportunity cost as management (or their
representative) is expected to be present in the venue
regardless.

None
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Option Al - Prohibition of Smoking in all Restaurant, Bars and Karaokes

Benefits

Other Costs

Possible growth in revenue from non-smokers visiting the
establishments more. This issue is discussed further in Section
6.3.2.

Lower exposure to SHS for those working in venues. Possible
benefit of 150 staff lives saved per year.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking. Over the last five
years an average of 11 fires (requiring the attention of the Fire
Services Department) were caused by ‘careless handling or
disposal of cigarette ends, matches, candles etc” in restaurants.
Given the common use of candles and matches in restaurants a
conservative assumption is that one fire per annum could be
avoided by no smoking in restaurants. These fires over the last
five years were not major (eg they were class 1 or 2) so it is
estimated that the damage avoided per fire would average HK$
500,000 . No injuries were associated with these historical
fires.

Lower maintenance and cleaning costs of buildings. This is
discussed further in Section 6.3.2.

Other benefits include decreased health and economic costs due
to patron exposure to SHS and increased productivity of staff.

Government costs in implementing, monitoring and enforcing

the ban

Option A2: Legislate to allow designated smoking rooms in hospitality venues but
prohibiting smoking outside these rooms

An option that has been taken up by a number of countries and municipalities
in implementing smoke-free bans is the provision of separately ventilated
smoking rooms. The costs and benefits of this option are presented in the
tables below. There are however a number of technical issues associated with
regulating to allow designated smoking rooms and these are outlined in Box

5.1.

(1) The figure of HK$ 500,000 for damage caused by fires is estimated from data on the average size of restaurants (240 m?)
and the average costs of re-decorating (calculated on a floor area basis from estimates from building professionals at HK$
2,000 per m?, including professional fees).
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Table 5.2

Option A2: Allowing Designated Separately Ventilated Smoking Rooms in
Restaurant, Bars and Karaokes

Option A2 - Allowing Designated Separately Ventilated Smoking Rooms In Restaurant,

Bars and Karaokes

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Restaurants Trade. Excluding Bars and Karaokes there are
approximately 9,300 premises, employing around 190,000
people, with a total turnover of around HK$ 64,500 million
(source Report on 1999 Annual Survey of Wholesale, Retail and
Import and Export Trades, Restaurants and Hotels, Census and
Statistics Department and Consultant’s calculation of Karaoke
Trade based on an FSD survey data).

Bar Trade. There are approximately 460 premises, employing
over 5,800 people, with a total turnover of around HK$ 2,700
million (source Report on 1999 Annual Survey of Wholesale,
Retail and Import and Export Trades, Restaurants and Hotels,
Census and Statistics Department).

Karaoke Trade. There are approximately 240 premises,
employing around 4,150 people, with a total turnover of nearly
HKS$ 2,400 million (source Consultants calculation based on FSD
survey data and the Report on 1999 Annual Survey of
Wholesale, Retail and Import and Export Trades, Restaurants
and Hotels, Census and Statistics Department).

Restaurant, Bar and Karaoke Patrons. There are over 6.7
million Hong Kong residents and in 1999 there were over 10.6
million visitors (Hong Kong Annual Digest of Statistics, 2000
Edition, Census and Statistics Department.

Possible loss of revenue in those hospitality venues unable to
provide separate smoking rooms.

Cost of cleaning, operating and maintaining separately
ventilated smoking rooms.

Management costs in enforcing the ban in non-smoking areas

Cost of installing separately ventilated smoking rooms in those
premises that choose to do so. We have estimated the cost of
installing a separately ventilated smoking room at HK$ 75,000
per venue (based on the cost of installing new air conditioning
ducting and associated building modifications to an existing
room). The actual costs will be determined by a number of
factors (including the current air-conditioning system and
building layout and materials) and could, for some premises, be
substantially more. Additional fire safety installations and
precautions could also add further to this cost. In addition, any
requirements for higher than normal ventilation rates and
negative air-pressure could add substantially to this cost.
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Box 5.1

Option A2 - Allowing Designated Separately Ventilated Smoking Rooms In Restaurant,
Bars and Karaokes

Benefits Possible growth in revenue from non-smokers going out more.

Possible lower levels of exposure to SHS for those working in
venues, which would result in some lives saved.

Other benefits could include decreased health and economic
costs due to patron exposure to SHS, increased productivity of
staff (depending on degree of exposure and whether they are
working in the smoking rooms) and lower maintenance and
cleaning costs of non-smoking area of the venue.

Other Costs Government costs in implementing, monitoring and enforcing
the ban

Technical Issues Related to Regulating for Separately Ventilated Smoking
Rooms

A safe level of exposure to SHS has not been determined. This prevents regulators from
legislating for a ‘safe” level of exposure for users of these rooms and staff who service them to
be used in the design specifications.

SHS is a complex mix of gaseous compounds and airborne particulates that may be measured
using a variety of markers, none of which are ideal. SHS levels are influenced by a complex
interaction of various factors which complicates the ability of regulators to legislate for a
specific level of SHS, including:

o the number of cigarettes being smoked per unit time;

. the degree of absorption of SHS components by furniture and other fixtures and fittings;
. room occupancy and physical configuration;

. ventilation, air exchange and air re-circulation rates;

o whether other ventilation systems are in operation elsewhere in the building; and

o how often windows and doors are opened.

Given the haphazard layout of many of the restaurants in Hong Kong it is unlikely that it
would be technically feasible for many to provide separate ventilation/air conditioning for a
separate smoking room (Lam, 2001).

Option A3: Exempting Bars and Karaokes from the Smoking Ban

Although there are likely to be problems in applying definitions to these
different types of premises (as all bars and most karaokes are, or will be,
licensed as restaurants (1)), it is conceptually possible to exclude Bars and
Karaokes from a general ban on smoking in hospitality venues. The costs and
benefits of this approach are presented in the table below.

(1) Under the proposed Karaoke Bill all Karaokes will have to obtain either a Restaurant Licence from FEHD or a Club
Licence from HAD
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Table 5.3

Option A3: Exempting Bars and Karaokes from the Smoking Ban

Option A3 - Exempting Bars and Karaokes from the Smoking Ban

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

Restaurants Trade. Excluding Bars and Karaokes there are
approximately 9,300 premises, employing around 190,000
people, with a total turnover of around HK$ 64,500 million
(source Report on 1999 Annual Survey of Wholesale, Retail and
Import and Export Trades, Restaurants and Hotels, Census and
Statistics Department and Consultant’s calculation of Karaoke
Trade based on an FSD survey data).

Bar Trade. There are approximately 460 premises, employing
over 5,800 people, with a total turnover of around HK$ 2,700
million (source Report on 1999 Annual Survey of Wholesale,
Retail and Import and Export Trades, Restaurants and Hotels,
Census and Statistics Department).

Karaoke Trade. There are approximately 240 premises,
employing around 4,150 people, with a total turnover of nearly
HKS$ 2,400 million (source Consultants calculation based on FSD
survey data and the Report on 1999 Annual Survey of
Wholesale, Retail and Import and Export Trades, Restaurants
and Hotels, Census and Statistics Department).

Restaurant, Bar and Karaoke Patrons. There are over 6.7
million Hong Kong residents and in 1999 there were over 10.6
million visitors (Hong Kong Annual Digest of Statistics, 2000
Edition, Census and Statistics Department.

Possible loss of revenue for restaurants as smokers not going
out as much or diverting their trade elsewhere.

Possible higher costs in bars and karaokes (if more smokers
divert their trade there) due to patron and staff exposure to
SHS, decreased productivity of staff and higher maintenance
and cleaning costs of buildings.

Management costs in enforcing the ban in restaurants.
None

Possible growth in revenue in restaurants from non-smokers
going out to eat more.

Possible growth in revenue in bars and karaokes as smokers
divert their trade to these establishments

Lower exposure to SHS for those working in restaurants.
Possible benefit of 142 lives saved per year of staff.

Other benefits include decreased health and economic costs due
to patron exposure to SHS, increased productivity of staff and
lower maintenance and cleaning costs of buildings.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs in implementing, monitoring and enforcing

the ban
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5.3.2

Table 5.4

Options for Reducing the Impact of SHS in Indoor Workplaces

Option B1: Proposed Legislative Amendments

The following tables presents the costs and benefits associated with the
proposed legislative amendments.

Option B1: Prohibition of Smoking in Other Indoor Workplaces

Option B1 - Prohibition of Smoking in all Indoor Workplaces

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Hong Kong Businesses and Staff. Although it is not possible
to obtain data on the number of companies that will be
impacted by this ban, the Quarterly Household Survey
estimated that 0.82 million workers work in offices where
smoking is permitted indoors and that 0.73 million staff are
exposed to SHS in the indoor office environment (Mercado
Solution (Asia) Ltd, 2001).

Possible lower productivity from smokers having to leave the
building to smoke. Around 588,900 smokers are employed,
79.5% of these work mainly indoors, 31.4% of workers are
allowed to smoke in the workplace and the average number of
cigarettes per day is 15 (Mercado Solution (Asia) Ltd, 2001). No
information exists on how many cigarettes these smokers are
currently smoking during work hours in their workplace and it
is impossible to predict how many of these workplace smokers
would continue to smoke during work hours if it were banned
(and indeed how many cigarettes they would consume).
However, in order to provide an estimate of the likely scale of
any productivity losses (in terms of lost working time) that
current workplaces smokers would impose on their employees
after a ban the following approach has been adopted.
Assuming: that half of current indoor smokers would impose
such costs (the other half either work back the lost time or only
smoke during allocated breaks); a third of cigarettes are smoked
during work hours; the average additional time taken to smoke
each cigarette is 3 minutes (ie to leave the office); a 26 day
month, and; a 7.5 hour working day then this amounts to a
productivity loss of around 0.76 million workdays per annum.
These assumptions will be examined in the sensitivity analysis
(see Section 6.7)

Management costs in enforcing the ban. Unlikely to be a
significant opportunity cost as management (or their
representative) is expected to be present in the venue
regardless.

Possible costs entailed in re-modelling/replacing current
designated smoking rooms. No information available on the

cost implications for companies/landlords.

None
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Option B1 - Prohibition of Smoking in all Indoor Workplaces

Benefits

Other Costs

Possible growth in revenue from smoker and non-smokers
being more productive (due to less doctor visits and days off
work). This could result in over 516,000 extra workdays per
annum. Assuming an average wage of HK$10,000 (the median
wage for Hong Kong in the 2nd quarter of 2001 was HK$ 10,000,
CSD personal communication August 2001) for those impacted
by SHS in indoor offices, this equates to around HK$ 198
million per annum (see Table 4.5 for further details of the
calculation).

Possible reduction in expenditure on medical consultations
(due to reduced SHS exposure and doctor visits). Scaling the
results from McGhee et al (2001) (see Table 4.5) to cover only
indoor office workers (eg 2.085 million out of 3.04 million) gives
a cost to government of HK$ 11.2 million, to employers of
HK$40.7 million and to the individuals of HK$ 92.0 million.
Fires, and consequent damage to people and property might
also fall with reduced levels of smoking. Over the last five
years an average of over 91 fires (requiring the attention of the
Fire Services Department) were caused by ‘careless handling or
disposal of cigarette ends, matches, candles etc” in commercial
premises. Assuming that a proportion of these commercial
premises were not indoor workplaces and that some were not
caused by smoking, a conservative assumption is that 10% of
these fires could be avoided through a smoking ban in offices
(e.g 9 per annum). None of these fires over the last five years
were major (eg class 3 or over) so it is estimated that the
damage avoided would average HK$ 500,000 per fire. An
average of six injuries per annum were associated with these
fires (eg one injury for every 15 fires or ‘0.6” injuries per
annum).

No information is available on the average revenue, costs and
profit of an average indoor office so it is impossible to estimate
the lost profit from cleaning up after a fire.

Possible benefits entailed in being able to use rooms currently
designated as smoking rooms. No information available on the
implications for companies/landlords.

Other benefits include decreased mortality costs due to less staff
exposure to SHS and lower maintenance and cleaning costs of
buildings (not quantifiable due to no information on number of
offices, average revenue, costs and profit).

Government costs in implementing, monitoring and enforcing
the ban

Option B2: Allow separately ventilated smoking rooms in indoor workplaces

The following table presents the costs and benefits of allowing businesses to
decide whether to provide a separately ventilated smoking room in other

indoor workplaces.
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Table 5.5

Option B2: Allowing Designated Separately Ventilated Smoking Rooms in

Indoor Workplaces

Option B2 - Allowing Designated Separately Ventilated Smoking Rooms

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

Hong Kong Businesses and Staff. The Quarterly Household
Survey estimated that some 0.66 million workers in Hong
Kong have access to designated smoking areas (Mercado
Solution (Asia) Ltd, 2001) although it is unknown how many
of these smoking areas have separate ventilation.

Cost of cleaning, operating and maintaining separately
ventilated smoking rooms.

Management costs in enforcing the ban in non-smoking areas

Cost of installing separate ventilated smoking rooms or
separate ventilation in existing smoking rooms.

Possible growth in revenue from smoker and non-smokers
being more productive due to less exposure to SHS. This
could result in over 516,000 extra workdays per annum.
Assuming an average wage of HK$10,000 (the median wage
for Hong Kong in the 2nd quarter of 2001 was HK$ 10,000,
CSD personal communication August 2001) for those
impacted by SHS in indoor offices, this equates to around
HKS$ 198 million per annum (see Table 4.5 for further details of
calculation).

Possible reduced expenditure on medical consultations (due
to reduced SHS exposure). Scaling the results from McGhee et
al (2001) (see Table 4.5) to cover only indoor office workers (eg
2.085 million out of 3.04 million) gives a cost to government of
HKS$ 11.2 million, to employers of HK$40.7 million and to the
individuals of HK$ 92.0 million.

Other benefits include decreased morbidity and mortality
costs due to less staff exposure to SHS and lower maintenance
and cleaning costs of buildings.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking (although unattended
smoking rooms could present a higher risk of fire).

Government costs in implementing, monitoring and enforcing
the ban

Option B3: Provide for voluntary measures in workplaces to be legally enforceable

under the current legislation

The following table presents the costs and benefits associated with amending
the current legislation (specifically Schedule 4 of the Smoking (Public Health)
Ordinance) to allow for voluntary schemes in offices to be legally enforceable.

ENVIRONMENTAL RESOURCES MANAGEMENT BUSINESS AND SERVICES PROMOTION UNIT

39



Table 5.6

5.3.3

Option B3: Provide for voluntary measures in workplaces to be legally
enforceable under the current legislation

Option B3 - Provide for voluntary measures to be legally enforceable

Impacted
Business(es)/Stakeholders

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

Hong Kong Businesses and Staff. The Quarterly Household
Survey estimated that some 0.66 million workers in Hong
Kong have access to designated smoking areas (Mercado
Solution (Asia) Ltd, 2001) although it is unknown whether
these have separate ventilation.

Management costs in enforcing the ban in non-smoking areas

Possible lower productivity from smokers having to leave the
building to smoke. Depending on the number of offices that
choose to go smoke free this might be some proportion of 0.76
million workdays per annum (see Table 5.4.for details).

None

Possible growth in revenue from smoker and non-smokers
being more productive due to less exposure to SHS. This
could result in some proportion of 516,000 extra workdays per
annum (depending on how many offices become no-
smoking).

Reduced expenditure on medical consultations (due to
reduced SHS exposure). This could result in some proportion
of the costs to government, employers and individuals being
recovered (HK$ 11.2 million, HK$ 40.7 million and HK$ 92.0
million respectively), depending on how many offices become
non-smoking.

Other benefits could include decreased mortality costs due to
less staff exposure to SHS and lower maintenance and
cleaning costs of buildings (depending on how many offices
become no-smoking).

Fires, and consequent damage to people and property might
also fall if more offices become non-smoking.

Government costs in implementing, monitoring and enforcing
the ban

Options for Reducing SHS exposure in Educational Establishments

Option C1: Proposed Legislative Amendments

The following table presents the costs and benefits associated with the
proposed legislative amendments.
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Table 5.7

Table 5.8

Option C1: Banning Smoking in all Schools, Universities and Tertiary

Institutions

Option C1 - Banning Smoking in all Schools, Universities and Tertiary Institutions

Impacted Stakeholders

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

Educational Staff. In 1999 there were approximately 57,300
teachers in schools, universities and tertiary institutions (Hong
Kong Annual Digest of Statistics, 2000 Edition, Census and
Statistics Department).

Pupils. Excluding those in Open University and those in
Adult Education Institutions there were just around 1.28
million students in Schools, Universities and Tertiary
Institutions in 1999 (Hong Kong Annual Digest of Statistics, 2000
Edition, Census and Statistics Department).

Staff might have to leave the premises to smoke implying
some loss in productivity of staff (although it is unlikely this
would impact on teaching).

None

Reduction in mortality and morbidity costs associated with
pupils and staff exposure to SHS

Lower maintenance and cleaning costs of buildings.
Could also lead to a decrease in smoking rates as less young
people take up smoking and therefore a decrease in associated

health and economic costs

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs of implementing the ban.

Option C2: Legislate to Ban Smoking But Allow Designated Smoking Rooms

The following table presents the costs and benefits associated with allowing
separately ventilated smoking rooms in educational facilities (at their

discretion).

Option C2: Legislate to Allow Smoking Rooms in Educational Facilities

Option C2 - Legislate to Allow Smoking Rooms in Educational Facilities

Impacted Stakeholders

Educational Staff. In 1999 there were approximately 57,300
teachers in schools, universities and tertiary institutions (Hong
Kong Annual Digest of Statistics, 2000 Edition, Census and
Statistics Department).

Pupils. Excluding those in Open University and those in
Adult Education Institutions there were just around 1.28
million students in Schools, Universities and Tertiary
Institutions in 1999 (Hong Kong Annual Digest of Statistics, 2000
Edition, Census and Statistics Department).
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Table 5.9

Option C2 - Legislate to Allow Smoking Rooms in Educational Facilities

Recurring Costs Cost of cleaning and maintaining smoking rooms

Costs associated with SHS exposure of staff involved in
cleaning smoking rooms

Non-recurring Costs Cost of installing separate smoking rooms and/or ventilation
if required

Benefits Reduction in mortality and morbidity costs associated with
pupils and staff exposure to SHS

Lower maintenance and cleaning costs of buildings.

Could also lead to a decrease in smoking rates and therefore a
decrease in associated health and economic costs

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Other Costs Government costs of implementing the ban.

Option C3: Allow for Voluntary Schemes in Universities and Tertiary Institutions

The following table presents the costs and benefits associated with allowing
Universities and Tertiary Institutions to follow a voluntary scheme, while
banning smoking in schools. This option is being examined as students at
Universities and Tertiary Institutions are adults and, it could be argued,
should be allowed the freedom to make their own decisions regarding
smoking policies as long as they are not inflicting harm on others due to
exposure to SHS (eg smoking is confined to designated well-ventilated
smoking areas separated from general staff and student facilities and no-one
is required to work there).

Option C3: Allow for Voluntary Schemes at Universities and Tertiary
Institutions

Option C3 - Allow for Voluntary Schemes at Universities and Tertiary Institutions

Impacted Stakeholders Educational Staff. In 1999 there were approximately 57,300
teachers in schools, universities and tertiary institutions (Hong
Kong Annual Digest of Statistics, 2000 Edition, Census and
Statistics Department). Of these some 55,900 teach in schools.

Pupils. Excluding those in Open University and those in
Adult Education Institutions there were around 1.28 million
students in Schools, Universities and Tertiary Institutions in
1999 (Hong Kong Annual Digest of Statistics, 2000 Edition,
Census and Statistics Department). Of these some 1.2 million
are pupils at schools and the remaining 80,000 are attending
Universities or Tertiary Institutions.

Recurring Costs None directly related to option
Non-recurring Costs None directly related to option
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Option C3 - Allow for Voluntary Schemes at Universities and Tertiary Institutions

Benefits Reduction in mortality and morbidity costs associated with
pupils and staff exposure to SHS

Lower maintenance and cleaning costs of buildings.

Could also lead to a decrease in smoking rates and therefore a
decrease in associated health and economic costs

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Other Costs Government costs of implementing the ban.

5.3.4 Options for Reducing the Impact of Tobacco Advertising and Promotion
Option D1: Proposed Legislative Amendments

The following tables present the costs and benefits of the proposed legislative
amendments to reduce the impact of tobacco advertising and promotion.
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Table 5.10 Option D1.1: Legislative Amendments to Remove Current Exemptions for
Hawkers and Small Retailers

Option D1.1 - Legislative Amendments to Remove Current Exemptions for Hawkers and

Small Retailers

Impacted Business(es)/
Stakeholders

Recurring Costs

Hawker trade. Approximately 9,100 hawker license holders, of
which around 600 are likely to sell tobacco products (personal
communication with FEHD). Each license holder normally
employs between 1-3 staff. Based on a review of data on
retailers in Hong Kong (from Census and Statistic Department)
the total turnover of these 600 Hawkers could be as much as
HK$430 million per annum.

Small Retailers. While no statistics exist on how many small
retailers fall within the exemption data from the 1998 Annual
Survey of Wholesale, Retail and Import and Export Trades,
Restaurants and Hotels (Census and Statistics Department)
suggest that there are around 13,191 establishments selling
‘Food, alcoholic drinks and tobacco’ with 5 staff or less and that the
average number of persons engaged in these establishments is
less than 2. While it not possible to say how many of these
establishments are employing two or less staff (given the
availability of data) this survey provides us with an indication
of the average earnings of these small retailers (just over
HK$715,000 per annum). Discussions with tobacco
manufacturers in Hong Kong suggests that at least 10,000
premises are displaying tobacco advertising suggesting that the
turnover of this sector could be as much HK$ 7,150 million and
they could engage up to 20,000 people (although the number
employed could be less than this and this could include a
double count with Hawkers as Tobacco companies do not
distinguish between them).

Advertising Industry. There are around 3,470 advertising or
related services in Hong Kong, employing some 13,700 people,
with a gross turnover of HK$ 14,209 million. A fraction of these
and related industries (mainly printing) will be involved in the
development, printing and distribution of tobacco advertising.

Loss of advertising revenue for Hawkers and Small
Retailers. Estimated, from discussions with Trade, at an
average of HK $ 1,000 per hawker or retailer per month (the
values of the advertising ranges from between HK$ 100 and
HKS$ 6000 to each retailer/hawker). Thus for Hawkers the
total revenue impact could be around HK$ 7.2 million per
annum (around 7% of their revenue), and for retailers as much
as HK$ 120 million per annum (around 1% of their revenue).
This impact could be reduced if alternative sources of revenue
are identified, although it is understood from communication
with both the advertising industry and hawkers that Tobacco
companies might pay up to 10% more for advertising space (as
they have few choices elsewhere) and that few other
companies approach them to advertise.
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Option D1.1 - Legislative Amendments to Remove Current Exemptions for Hawkers and
Small Retailers

Loss of tobacco sales for Hawkers and Small Retailers. Itis
possible that Hawkers and Small Retailers might lose some
percentage of their tobacco trade from not being able to
advertise. Given that most smokers know where they can buy
cigarettes it is estimated that this loss will be minimal (say 5%
of total tobacco sales). In addition discussions with the Trade
suggest that their profit from the sales of tobacco are small.

Loss of tobacco revenue for advertising firms. It has not been
possible to obtain details of the total amount of money tobacco
firms are currently spending on advertising with advertising
firms and related industries. For the purpose of this study it
has been estimated that approximately HK$ 7.5 million is
spent on advertising agents (and related industries) with the
majority of money going to printers (I .

Non-recurring Costs Removing current advertising from hawker stalls and small
retailers. Estimates vary considerably on the magnitude of
these costs, ranging from virtually nothing (for the removal of
poster adverts) to several thousand dollars (for the removal,
replacement or re-decorating of custom designed stalls and
shop-fronts). For the purpose of this assessment it is assumed
that the average costs is HK$ 1,000 for hawkers and HK$ 5,000
for small retailers. Thus the total cost for Hawkers could be
HK$600,000 and for Small Retailers HK$ 50 million. Itis
acknowledged that for some retailers and hawkers the costs
are likely to be substantially higher due to the major
renovation work required - this is examined in the
affordability analysis (see Section 6.6).

Benefits Reduced uptake of smoking by non-smokers, particularly the
young, resulting in reduced health costs and increased

productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Other Costs Government costs in monitoring and enforcing the ban.

(1) Based on the cost of printing a poster (HK$ 200), the average number of posters per retailer (3) and the percentage of
advertising money that goes to the printer (80%).

ENVIRONMENTAL RESOURCES MANAGEMENT BUSINESS AND SERVICES PROMOTION UNIT

45



Table 5.11 Option D1.2: Legislative Amendments to Limit the Size of Price Boards and

Price Markers

Option C1.2 - Legislative Amendment to Limits Size of Price Board and Price Marker

Impacted Business(es)/
Stakeholders

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

Cigarette retail trade and manufacturers. It is understood
that the majority of price boards and price markers are
provided by tobacco manufacturers to retailers. The exception
appears to be Duty Free shops in the airport where they
produce a number of their own price boards and markers. The
1999 Annual Survey of Wholesale, Retail and Import and
Export Trades, Restaurants and Hotels (Census and Statistics
Department) suggest that there are around 15,800
establishments selling ‘Food, alcoholic drinks and tobacco’.
Information from tobacco manufactures suggest that the
majority of these are selling tobacco products. Assuming that
75% of these are selling tobacco products then this same
survey suggests that the turnover of this sector could be as
much HK$ 35.4 million and they could employ around 42,800
people.

None

Replacing current price boards and markers. No
information exists on how many price boards and markers
would have to be replaced but assuming that 2000 price
boards and markers require replacement and the cost of
replacing them is HK$500 (estimated conservatively as
limited information is available on actual costs) then the total
cost could be as much HK$ 1 million

Reduced uptake of smoking by non-smokers, particularly
the young, resulting in reduced health costs and increased

productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs in monitoring and enforcing the ban

Table 5.12 Option D1.3: Legislative Amendments to Limit Sale of Tobacco Products in
Association with Other Products

Option D1.3 - Legislative Amendment to Limits Sale of Tobacco Products in Association

with Other Products

Impacted Business(es)/ Stakeholders =~ Tobacco Industry. See Box 4.1 for details of the

Recurring Costs

Non-recurring Costs

tobacco industry. They will be impacted as they will
not be able to promote their products.

Reduction in sales of tobacco products. Impossible
to say what this amendment on its own will achieve
in terms of overall smoking reduction and hence
financial impact.

None
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Option D1.3 - Legislative Amendment to Limits Sale of Tobacco Products in Association

with Other Products

Benefits

Other Costs

Reduced uptake of smoking by non-smokers,
particularly the young, resulting in reduced health
costs and increased productivity.

Fires, and consequent damage to people and
property might also fall with reduced levels of
smoking.

Government costs in monitoring and enforcing the
ban

Table 5.13 Option D1.4: Legislative Amendments to Prevent Use of Tobacco Brand

Names in Sponsorship

Option D1.4 - Legislative Amendment to Prevent Use of Tobacco Brand Names in

Sponsorship

Impacted Business(es)/
Stakeholders

Receivers of Tobacco Sponsorship. It is unknown exactly
how much sponsorship will be effected by this amendment
and the amendment is primarily one of wording. No
information has been provided to suggest that tobacco
companies will stop sponsoring events entirely - indeed it is
understood that the proposed amendment will allow for
tobacco company sponsorship to continue (but not tobacco
brand sponsorship - although the impact of brand extension
may be an issue due to the number of tobacco brand name
products that are not tobacco products). Indeed, depending
on how exactly the legislation is worded events such as The
Salem Open Tennis Competition could continue (although
promotional material may have to be worded slightly
differently) as it is a recognised brand name of a tennis
tournament. It is possible that the amount of advertising
associated with the event might fall, although again this is
doubtful as the sponsorship of such events requires
advertising to generate sufficient return/ public interest.

Tourism and related industries. If a major sporting or other
tobacco sponsored event does not take place (as an alternative
sponsor can not be found) then it is possible that some tourists
will not travel to Hong Kong, impacting on the retail, hotel,
restaurant, entertainment and tour operator sectors.

Advertising Industry. There are around 3,470 advertising or
related services in Hong Kong, employing some 13,700
people, with a gross turnover of HK$ 14,209 million. A
fraction of these and related industries (mainly printing) will
be involved in the development , printing and distribution of
advertising for tobacco sponsored events.
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Option D1.4 - Legislative Amendment to Prevent Use of Tobacco Brand Names in
Sponsorship

Recurring Costs Loss of sponsorship value for events currently sponsored
by tobacco brands. It is difficult to estimate the level of this
impact as it is unclear whether the proposed amendments
will actually stop any sponsorship and little information
exists on the amount of tobacco brand sponsorship in Hong
Kong that would be impacted. For the purpose of this study
it is assumed that tobacco brand sponsorship of HK$ 50
million is prevented by the proposed amendment but
alternative sponsors are found (but not for the total value). It
is estimated that 60% of events find alternative sponsors in
the first year, and 95% in subsequent years.

Non-recurring Costs Loss of tourism revenue. For the purpose of the study it is
estimated that the loss of a major event(s) results in the loss
of 1,250 overseas visitors in the first year of implementation
of the study @ . Tt is assumed that a major event would be
replaced by an alternative event after the first year. This
assumption is based on experience of the previous
legislation limiting tobacco sponsorship in Hong Kong (eg
since the Marlboro Tennis Tournament ended other tennis
tournaments have now started in Hong Kong, such as the
SuperPower Cup and the Watson’s Water Challenge.
Another example on the Mainland is for the Chinese
National Football League, once sponsored by Marlboro and
now sponsored by Pepsi). The average per capita spend of
visitors to Hong Kong is HK$4,539 making the total loss to
the tourism sector around HK$5.7 million. Information
provided by the Hong Kong Tourism Board suggests that
the majority of this is spent on retail (50%) while the
remainder on hotels (26%), restaurants (14.5%),
entertainment (2%), tours (2%) and “other” (5.5%).

Loss of advertising revenue for advertising and related
industries involved in the development, printing and
distribution of advertising for tobacco sponsored events.
For the purpose of this study we have assumed that the
value of advertising for tobacco sponsored events is HK$10
million (based on information supplied by AC Nielson the
market research firm) and that the proposed amendment
results in the loss of the this tobacco spend. This could be
due to the loss of one major event and/or several smaller
ones. However, we have assumed that 60% of this is
recovered in the first year and 100% thereafter from other
sponsors taking up the sponsorship.

Benefits Reduced uptake of smoking by non-smokers, particularly
young, resulting in reduced health costs and increased
productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

(1) 1,250 is based on the total number of admissions for the 2000 Salem Open (~10,000) and information from the Hong
Kong Tourism Board on the percentage of overseas visitors who travelled to Hong Kong solely for a major sporting event
(~25% for the Hong Kong Rugby Sevens) and the assumption that on average these visitors attended at least two days of
tennis.
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Option D1.4 - Legislative Amendment to Prevent Use of Tobacco Brand Names in
Sponsorship

Other Costs Government costs in monitoring and enforcing the ban

Table 5.14 Option D1.5: Legislative Amendments to Allow Health Warning to Contain
Pictorial and Graphic Contents

Option D1.5 - Legislative Amendments to Allow Health Warning to Contain Pictorial and
Graphic Contents

Impacted Business(es)/ Tobacco Manufacturers. In 2000 there were 3 establishments

Stakeholders manufacturing tobacco, employing some 430 staff in Hong
Kong. In 1999 the gross turnover of this sector was around
HK$2,900 million (it is understood that 2 manufacturing
facilities closed in 1999-2000 so the turnover in 2000 is likely to
be smaller but no data is available to date). In addition, there
are a number of firms who sell their products in Hong Kong but
do not manufacture them here (and hence will be classified as
either importers or wholesalers - see Box 4.1 for further details)
but will have a large number of employees working in Hong
Kong (not least because Hong Kong is used by multinationals as
a regional headquarters).

Recurring Costs It is impossible to say at this juncture what the costs will be -
for example, if the HWB requires black and white warnings
then the cost might be relatively small (depending on the
printing equipment of the firms), while the recurrent costs of
colour pictures and graphics would be significantly higher.

The financial implications to tobacco manufactures extend
beyond printing costs - additional rotations of graphics and
warnings also cause stock overhangs/write-offs and require
production stoppages.

Non-recurring Costs Additional printing equipment might be required depending
on the nature of HWB’s requirements for the warnings.

Benefits Reduced uptake of smoking by non-smokers, particularly the
young, resulting in reduced health costs and increased

productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Other Costs Government costs in monitoring and enforcing the ban

Option D2: Amend the Ordinance/Subsidiary Regulations so Tobacco
Advertising/Promotion is limited in Size and/or Content and/or Frequency

The following table presents the costs and benefits associated with amending
the Ordinance/Subsidiary Regulations so that:
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Table 5.15

e tobacco advertising is either required to carry larger warnings (eg 40% of
total area) and/ or are limited in size and/or content. This could include
the use of more graphic or pictorial warnings in line with those to be
developed for cigarette packets; and

e tobacco promotions are restricted in frequency, type and/or price of the
products that are sold together with tobacco products.

Option D2.1: Amend Subsidiary Regulations to the Ordinance to Increase the
Size of Warnings and/or Limit the Size of Advertising and/or Content

Option D2.1 - Amend Subsidiary Regulations to the Ordinance to Increase Size of
Warnings and/or Limit Size of Advertising and/or Content

Impacted Business(es)/ Hawker trade. Approximately 9,100 hawker license holders, of

Stakeholders which around 600 are likely to sell tobacco products (personal
communication with FEHD). Each license holder normally
employs between 1-3 staff. Based on a review of data on retailers
in Hong Kong (from Census and Statistic Department) the total
turnover of these 600 Hawkers could be as much as HK$430
million per annum.

Small Retailers. While no statistics exist on how many small
retailers fall within the exemption data from the 1998 Annual
Survey of Wholesale, Retail and Import and Export Trades,
Restaurants and Hotels (Census and Statistics Department)
suggest that there are around 13,191 establishments selling ‘Food,
alcoholic drinks and tobacco” with 5 staff or less and that the average
number of persons engaged in these establishments is less than 2.
While it not possible to say how many of these establishments are
employing two or less staff (given the availability of data) this
survey provides us with an indication of the average earnings of
these small retailers (just over HK$715,000 per annum).
Discussions with tobacco manufacturers in Hong Kong suggests
that at least 10,000 premises are displaying tobacco advertising
suggesting that the turnover of this sector could be as much HK$
7,150 million and they could engage up to 20,000 people
(although the number employed could be less than this and this
could include a double count with Hawkers as Tobacco
companies do not distinguish between them).

Advertising Industry. There are around 3,470 advertising or
related services in Hong Kong, employing some 13,700 people,
with a gross turnover of HK$ 14,209 million. A fraction of these
and related industries (mainly printing) will be involved in the
development , printing and distribution of tobacco advertising.

Recurring Costs None
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Option D2.1 - Amend Subsidiary Regulations to the Ordinance to Increase Size of
Warnings and/or Limit Size of Advertising and/or Content

Non-recurring Costs

Benefits

Other Costs

Amending/changing current advertising from hawker stalls
and small retailers. Estimates vary considerably on the
magnitude of these costs, ranging from virtually nothing (for the
removal of poster adverts) to several thousand dollars (for the
removal, replacement or re-decorating of custom designed stalls
and shop-fronts). For the purpose of this assessment it is
assumed that the average costs is HK$ 1,000 for hawkers and
HKS$ 5,000 for small retailers. It is acknowledged that for some
retailers and hawkers the costs are likely to be substantially
higher if major renovation work is required.

Costs to tobacco firms of amending advertisements. Likely that
the cost will be equivalent to the current cost associated with
tobacco advertising (eg approximately HK$ 7.5 million).

Reduced uptake of smoking by non-smokers, particularly the
young, resulting in reduced health costs and increased
productivity.

Additional revenue to advertising and related industries from
redesigning the advertising.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs in monitoring and enforcing the ban

Table 5.16 Option D2.2: Legislative Amendments to Limit Tobacco Promotions
(frequency, type and/or price of the products that are sold together with

tobacco products)

Option D2.2 - Legislative Amendment to Limit Tobacco Promotions

Impacted Business(es)/ Stakeholders ~ Tobacco Industry. See Box 4.1 for details of the

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

tobacco industry. They will be impacted as they will
not be able to promote their products.

Reduction in sales of tobacco products. Impossible
to say what this amendment on its own will achieve
in terms of overall smoking reduction and hence
financial impact.

None

Reduced uptake of smoking by non-smokers,
particularly the young, resulting in reduced health
costs and increased productivity.

Fires, and consequent damage to people and
property might also fall with reduced levels of
smoking.

Government costs in monitoring and enforcing the
ban
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Table 5.17

Option D3 Issue strict guidelines on the size and/or content and/or frequency of
tobacco advertising and promotion, with the threat of further regulatory amendments

The following tables presents the costs and benefits associated with issuing

strict guidelines:

¢ on the size and/or content of tobacco advertising by Hawkers and Small
Retailers, with the threat of further regulatory amendments to remove the
current exemptions for Hawkers and Small Retailers if these guidelines are

not followed;

¢ on the size of price boards and price markers with the threat of future
regulation if these guidelines are not followed;

¢ on the frequency, type and/ or price of tobacco promotions; and

¢ on the type and content of tobacco brand sponsorship.

Option D3.1: Issue strict guidelines on the size and/or content of tobacco
advertising by Hawkers and Small Retailers, with the threat of further
regulatory amendments

Option D3.1 - Issue strict guidelines on the size and/or content of tobacco advertising by
Hawkers and Small Retailers, with the threat of further regulatory amendments

Impacted Business(es)/
Stakeholders

Recurring Costs

Hawker trade. Approximately 9,100 hawker license holders, of
which around 600 are likely to sell tobacco products (personal
communication with FEHD). Each license holder normally
employs between 1-3 staff. Based on a review of data on retailers
in Hong Kong (from Census and Statistic Department) the total
turnover of these 600 Hawkers could be as much as HK$430
million per annum.

Small Retailers. While no statistics exist on how many small
retailers fall within the exemption data from the 1998 Annual
Survey of Wholesale, Retail and Import and Export Trades,
Restaurants and Hotels (Census and Statistics Department)
suggest that there are around 13,191 establishments selling ‘Food,
alcoholic drinks and tobacco” with 5 staff or less and that the average
number of persons engaged in these establishments is less than 2.
While it not possible to say how many of these establishments are
employing two or less staff (given the availability of data) this
survey provides us with an indication of the average earnings of
these small retailers (just over HK$715,000 per annum).
Discussions with tobacco manufacturers in Hong Kong suggests
that at least 10,000 premises are displaying tobacco advertising
suggesting that the turnover of this sector could be as much HK$
7,150 million and they could engage up to 20,000 people
(although the number employed could be less than this and this
could include a double count with Hawkers as Tobacco
companies do not distinguish between them).

Advertising Industry. There are around 3,470 advertising or
related services in Hong Kong, employing some 13,700 people,
with a gross turnover of HK$ 14,209 million. A fraction of these
and related industries (mainly printing) will be involved in the
development, printing and distribution of tobacco advertising.

None
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Option D3.1 - Issue strict guidelines on the size and/or content of tobacco advertising by
Hawkers and Small Retailers, with the threat of further regulatory amendments

Non-recurring Costs

Benefits

Other Costs

Amending/changing current advertising from hawker stalls
and small retailers. Estimates vary considerably on the
magnitude of these costs, ranging from virtually nothing (for the
removal of poster adverts) to several thousand dollars (for the
removal, replacement or re-decorating of custom designed stalls
and shop-fronts). For the purpose of this assessment it is
assumed that the average costs is HK$ 1,000 for hawkers and
HKS$ 5,000 for small retailers. Thus the total cost for Hawkers
could be HK$600,000 and for Small Retailers HK$ 50 million. It
is acknowledged that for some retailers and hawkers the costs
are likely to be substantially higher if major renovation work is
required.

Costs to tobacco firms of amending advertisements. Likely that
the cost will be equivalent to the current cost associated with
tobacco advertising (eg approximately HK$ 7.5 million).

Reduced uptake of smoking by non-smokers, particularly the
young, resulting in reduced health costs and increased
productivity.

Additional revenue to advertising and related industries from
redesigning the advertising.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs in designing and distributing guidelines and
subsequent monitoring of progress

Table 5.18 Option D3.2: Issue Strict Guidelines on the Size of Price Boards and Price

Markers

Option D3.2 - Guidelines on the Size of Price Boards and Markers

Impacted Business(es)/
Stakeholders

Recurring Costs

Cigarette retail trade and manufacturers. It is understood
that the majority of price boards and price markers are
provided by tobacco manufacturers to retailers. The exception
appears to be Duty Free shops in the airport where they
produce a number of their own price boards and markers. The
1999 Annual Survey of Wholesale, Retail and Import and
Export Trades, Restaurants and Hotels (Census and Statistics
Department) suggest that there are around 15,800
establishments selling “Food, alcoholic drinks and tobacco’.
Information from tobacco manufactures suggest that the
majority of these are selling tobacco products. Assuming that
75% of these are selling tobacco products then this same
survey suggests that the turnover of this sector could be as
much HK$ 35.4 million and they could employ around 42,800
people.

None
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Option D3.2 - Guidelines on the Size of Price Boards and Markers

Non-recurring Costs

Benefits

Other Costs

Replacing current price boards and markers. No
information exists on how many price boards and markers
would have to be replaced but assuming that 1000 price
boards and markers require replacement and the cost of
replacing them is HK$500 (estimated conservatively as
limited information is available on actual costs) then the total
cost could be as much HK$ 0.5 million.

Reduced uptake of smoking by non-smokers, particularly
the young, resulting in reduced health costs and increased

productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Government costs in monitoring and enforcing the ban

Table 5.19 Option D3.3: Issue Strict Guidelines to Limit Frequency, Content and/or
Price of Tobacco Promotions

Option D3.3 - Legislative Amendment to Limits Sale of Tobacco Products in Association

with Other Products

Impacted Business(es)/ Stakeholders =~ Tobacco Industry. See Box 4.1 for details of the

Recurring Costs

Non-recurring Costs

Benefits

Other Costs

tobacco industry. They will be impacted as they will
not be able to promote their products.

Reduction in sales of tobacco products. Impossible
to say what this option on its own will achieve in
terms of overall smoking reduction and hence have
a financial impact on the Trade.

None

Reduced uptake of smoking by non-smokers,
particularly the young, resulting in reduced health
costs and increased productivity.

Fires, and consequent damage to people and
property might also fall with reduced levels of
smoking.

Government costs in monitoring and enforcing the
ban
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Table 5.20 Option D3.4: Guidelines for the Content and Type of Tobacco Sponsorship

Option D3.4 - Legislative Amendment to Prevent Use of Tobacco Brand Names in
Sponsorship

Impacted Business(es)/ Receivers of Tobacco Sponsorship. Event organisers might
Stakeholders lose some sponsorship depending on the guidelines.

Tourism and related industries. If a major sporting or other
tobacco sponsored event does not take place (as an alternative
sponsor can not be found) then it is possible that some tourists
will not travel to Hong Kong, impacting on the retail, hotel,
restaurant, entertainment and tour operator sectors.

Advertising Industry. There are around 3,470 advertising or
related services in Hong Kong, employing some 13,700
people, with a gross turnover of HK$ 14,209 million. A
fraction of these and related industries (mainly printing) will
be involved in the development, printing and distribution of
advertising for tobacco sponsored events.

Recurring Costs Loss of sponsorship value for events currently sponsored
by tobacco brands. Difficult to estimate what the level of
this impact would be. For the purpose of this study it is
assumed that tobacco brand sponsorship of HK$ 30 million
is prevented by the proposed amendment but alternative
sponsors are found in (but not for the total value). Itis
estimated that 60% of events find alternative sponsors in the
first year, and 95% in subsequent years.

Non-recurring Costs Loss of tourism revenue. For the purpose of the study it is
estimated that the loss of a major event(s) results in the loss
of 1,000 visitors in the first year of implementation of the
study (80% of the figure used in Option D1.4 to illustrate the
fact that the guidelines would be targeted towards stopping
tobacco sponsorship of events that would attract significant
youth attention and/or be televised etc). It is assumed that a
major event(s) would be replaced by an alternative event
after the first year (eg the Marlboro Tennis Tournament has
now been replaced by the Women’s Super Power Cup and
the Chinese National Football League, again sponsored by
Marlboro is now sponsored by Pepsi). The average per
capita spend of visitors to Hong Kong is HK$4,539 making
the total loss to the tourism sector around HK$4.5 million.
This will be broken down among the various tourism related
sectors (see Table 5.13 for details).

Loss of advertising revenue for advertising and related
industries involved in the development, printing and
distribution of advertising for tobacco sponsored events.
For the purpose of this study we have assumed that the
value of advertising for tobacco sponsored events lost due to
this option is HK$8 million. However, we have assumed
that 60% of this is recovered in the first year and 100%
thereafter from other sponsors taking up the sponsorship.
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Option D3.4 - Legislative Amendment to Prevent Use of Tobacco Brand Names in
Sponsorship

Benefits Reduced uptake of smoking by non-smokers, particularly
young, resulting in reduced health costs and increased
productivity.

Fires, and consequent damage to people and property might
also fall with reduced levels of smoking.

Other Costs Government costs in monitoring and enforcing the ban
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6.1

6.2

6.2.1

6.2.2

IMPACT ANALYSIS

INTRODUCTION

This section looks at the revenue and economic impacts of the proposed
amendments as well as the various options outlined in the previous section.

APPROACH
Predicting the Future

An RIA seeks to predict the future impacts of various regulatory and non-
regulatory options on businesses and the economy as a whole. Clearly
predicting the future cannot be an 