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1. INTRODUCTION

1.1 On  2  June  2015,  the  Panel  on  Health  Services  (Panel) invited interested
parties to give views on “Legislative proposals to strengthen tobacco control”
(LC Paper No. CB(2)1456/14-15(07))(Proposal) at a special meeting on
Monday, 6 July 2015, at 4:30 pm in Conference Room 1 of the Legislative
Council Complex.

1.2 Japan Tobacco (Hong Kong) Limited (JTHK) wishes to register its strong
opposition to the following elements of the Proposal:  larger health warnings
on cigarette packs and prohibiting the import and sale of electronic cigarettes
in Hong Kong.  Given the seriousness of the issues,  JTHK requests that  it  is
granted an audience of at least 15 minutes before the Panel.

The existing Hong Kong requirements on the size of health warnings

1.3 The size of health warnings on cigarette packs in Hong Kong is governed by
the Smoking (Public Health) Ordinance (Cap. 371).  Section 18(2) provides
that, “the Secretary may by order in the Gazette prescribe all or any of the
following matters –

(a)  the form (including specifications) of…

(ii) any health warning; and

(iii) any indication of tar and nicotine yields;

(b)  the manner in which any of the matters referred to in paragraph
(a) is to be displayed.”

1.4 The Smoking (Public Health) (Notices) Order (Cap. 371B) provides, in
paragraph 3(6), that: “the Chinese or English version of the health warning
and indication of tar and nicotine yields shall be of a size that covers at least
50% of the area of the surface on which that version appears.”

1.5 JTHK notes that the existing 50% health warning requirement was adopted in
2006 without the Panel having any meaningful debate on the subject of the
size of the health warnings.1  Indeed, in 2006, the Department of Health
produced no scientific or statistical evidence to justify those larger health
warnings proposal, relying instead merely on 7 selective examples of health
warnings from other countries which were produced in response to a question
about the form of pictorial warnings, not their size.2  It is clear that the issue of
the size of health warnings was not debated or analysed in any meaningful
way in 2006.

1  The Department of Health proposed 50% health warnings, amongst a range of tobacco control
measures, in January 2005 (CB(2)535/04-05(03)).  The Panel on Health Services held three debates
on the suite of measures, and only one paragraph of the minutes records any discussion of the size of
warnings (10 January 2005, LC. CB(2)838/04-05, para 30).

2  The Administration produced one paper on seven countries’ health warnings in response to one
question raised in the Bills Committee (CB(2)1428/05-06(04)).
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1.6 Examples of the current packaging of JTHK’s world-renowned brands that are
sold in Hong Kong are set out below:

The Department of Health’s Proposal

1.7 The  Proposal  was  first  presented  to  the  Panel  on  18  May 2015 by  Professor
Sophia Chan, Under Secretary of the Food and Health Bureau.  The
Department of Health has proposed 3 additional tobacco control measures:
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(a) Enlarging health warnings, and repositioning tar and nicotine yield
information, on cigarette packets:

(i) to increase the size of pictorial health warnings on tobacco
packaging from the existing 50% to 85% of the front and back
of packaging;

(ii) to reposition tar and nicotine yield information from its current
position within the 50% health warning to the side panel of
cigarette packs;

(iii) to increase the number of forms of health warning from six to
twelve; and

(iv) to add a quit-line number and replace the health warning
message “HKSAR GOVERNMENT WARNING” to “Tobacco
kills up to half of its users”;

(b) Designating bus interchange facilities at tunnel portal areas as “no
smoking areas”; and

(c) Prohibiting the import, manufacture, sale, distribution and advertising
of “electronic cigarettes”.

1.8 JTHK  sets  out  below  the  reasons  for  its  opposition  to  increasing  the  size  of
health warnings and the prohibiting of electronic cigarettes.
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2. EXECUTIVE SUMMARY

The process to date has been flawed

· The process by which the Department of Health has arrived at the Proposal falls
manifestly short of best practice and fundamental requirements of due process: no prior
consultation has been conducted; no evidence presented; no apparent evaluation of
alternatives and no apparent assessment of costs, benefits and impacts.

There is no need or justification to increase the size of health warnings in Hong Kong

· Hong Kong is already compliant with the Framework Convention on Tobacco
Control’s (FCTC) obligation to mandate 30% health warnings on tobacco packaging.
The People’s Republic of China has stated this compliance many times.  There is no
FCTC obligation to increase the size of health warnings.

· Hong Kong has one of the lowest rates of smoking prevalence in the world.  No one
has  questioned  that  there  is  already  a  high  level  of  awareness  of  the  health  risks  of
smoking amongst today’s public in Hong Kong.

Larger health warnings will not change smoking behaviour

· Packaging has legitimate and important roles for manufacturers (to distinguish their
products), for existing adult smokers (to receive information and choose products) and
for competition and trade.  Assumptions that tobacco packaging is a reason for smoking
initiation and/or that larger warnings will change smoking behaviour, are simply wrong
and are not supported by science or the Government’s own Thematic Household
Survey data.

· The evidence in Hong Kong, and internationally, on smoking behaviour demonstrates
that larger health warnings will not enhance awareness of the health risks of smoking or
change smoking behaviour.  That has been confirmed by a senior US Court of Appeal
when reviewing the evidence on larger health warnings.

Serious and substantial impact on commercial and legal rights

· With only 15% of the front and back of cigarette packs available for trade marks and
branding, the Proposal will harm communication and competition.

· There  are  serious  and  significant  questions  as  to  the  legality  of  the  Proposal.   It
breaches rights under the Trade Marks Ordinance (Cap. 559)(TMO) and the Basic Law,
notably as regards the right to property (Art 105) and freedom of expression (Art 27).

· The international law implications undermine Hong Kong’s status as a free trade hub
and create substantial legal exposure, including under the WTO agreements and
bilateral investment treaties.

There are less restrictive, more targeted and proportionate alternatives that the
Department of Health should consider to achieve legitimate public policy objectives,
including off-pack communications and strengthening measures to prevent minors from
accessing tobacco products.

There is no basis for a ban of electronic cigarettes; reasonable and proportionate regulation
is a more appropriate response.
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3. PROCEDURAL UNFAIRNESS OF THE PROPOSAL

3.1 JTHK’s position is clear: tobacco products carry risks to health, and
appropriate and proportionate regulation of the industry is both necessary and
right.   JTHK  shares  a  common  goal  with  regulators:  everyone  should  be
appropriately informed about the health risks of smoking.

3.2 No one has questioned that there is already a high level of awareness of the
health risks of smoking amongst today’s public.  Nevertheless, JTHK supports
the continued provision of information to consumers about the health risks of
smoking  in  order  to  ensure  that  smokers  continue  to  be  reminded  of  those
risks.

3.3 Effective communication of the risks of smoking can and should be achieved
without having a disproportionate impact on legitimate competition,
intellectual property rights and freedom of expression.  In that regard,
manufacturers compete for their share of the legal tobacco market.  Adults
who  choose  to  smoke  are  entitled  to  be  treated  fairly,  and  have  the  right  to
choose and purchase the products they prefer.

3.4 JTHK supports tobacco control measures that meet internationally accepted
principles of Better Regulation.3  The  principles  promote  high-quality
regulation which is consistent, promotes innovation and is compatible with
competition, trade and investment principles.  Any such regulation must be
necessary and appropriate to achieve a clearly identified policy objective, be
evidence-based, targeted and proportionate.

3.5 Drawing together these principles (which are subscribed to by Hong Kong), as
well as the protections afforded by the common law and natural justice, the
Financial Secretary set out in the “Be the smart regulator” programme4 certain
practical applications of these principles for decision-making that are, in
JTHK’s view, of universal and current relevance:5

“1. Plan
o all direct and indirect costs fully understood

o alternatives to regulation meticulously evaluated

2. Consult

o open and inclusive consultation
o regulatory impact assessment undertaken”

3  As defined by the Organisation for Economic Co-operation and Development (OECD) and endorsed
by  numerous  organizations  such  as  the  World  Bank  and  APEC  (Asia  Pacific  Economic
Cooperation).

4  Economic Analysis and Business Facilitation Unit, 2007.
5 R v. Home Secretary, ex parte Doody [1994] 1 AC 531: Lord Mustill noted that “where an Act of

Parliament confers an administrative power there is a presumption that it will be exercised in a
manner which is fair in all the circumstances.  The standards of fairness are not immutable. They
may change with the passage of time, both in the general and in their application to decisions of a
particular type.”
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3.6 The Financial Secretary set out detailed explanations of the requirements
regarding consultation.  These identify the procedural and substantive steps
that should have already been taken by the Department of Health:

“Open and inclusive consultation

o start early – before proposals are developed

o consult widely – include the views of industry, professionals,
academics and the community

o use quantitative (surveys) and qualitative (interviews, focus groups,
etc) techniques to gain a full understanding of different views

o provide easy access (typically Internet-based) to consultation papers,
regulatory impact assessments, etc

o explain rationale for positive and negative decisions before they are
taken”

3.7 The Department of Health had sought to proceed to exercise delegated
statutory powers seemingly without any form of consultation or engagement
with relevant stakeholders, or following due process.

3.8 JTHK welcomes the opportunity to present written and oral submissions, and
is grateful to the Panel for having arranged the deputation at this point in the
procedure.

3.9 The  Proposal  fails  to  respect  basic  principles  of  good  governance  and  due
process, in a manner that leaves JTHK substantially prejudiced by the
procedure.  For example, as regards the proposal to increase the size of health
warnings:

(a) the Proposal does not identify the nature and scale of the specific
“problem” which the proposed regulation seeks to address.  The
proposal simply refers to the FCTC and its non-binding guidelines,
without any indication as to why there is a need in Hong Kong for the
proposed measure;

(b) the  Proposal  fails  to  identify  any  objectives  for  increasing  the  size  of
health warnings;

(c) there is no indication in the Proposal that the Department of Health has
conducted any analysis of all direct and indirect costs associated with
its Proposal, nor examined alternatives; and

(d) contrary to the principle that there must be clear and reliable evidence
to support the Proposal, no evidence – and specifically no evidence
relevant to Hong Kong – has been presented by the Department of
Health to justify the increase in the size of health warnings.

3.10 In the light of the very significant issues raised in this submission (and the
manifest lack of evaluation of the evidence base and alternatives when the
current 50% health warnings were introduced in 2006), fairness in the
circumstances requires that, as a minimum, the Department of Health should
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conduct a thorough cost/benefit analysis of available options to achieve clearly
stated objectives to meet an articulated “problem”.  A full assessment is
necessary.  Adequate time should be spent to engage with all stakeholders, and
all relevant Government departments (as many government departments’
policies are affected) once the details of the proposal, and the underlying
evidence, have been made available by the Department of Health.

3.11 If the Panel considers (which JTHK does not, for the reasons explained below)
that there is a need in Hong Kong to consider additional measures regarding
health warnings or an electronic cigarette prohibition, then the procedural
“short cuts” of the current Proposal should be reversed, and appropriate
procedures followed before any amendment order is tabled with LegCo.

3.12 Similarly, given the paucity of information provided to date by the Department
of Health, JTHK has already written to the Panel to express its concern that, if
the Department of Health only comes forward with further reasons and
evidence as part of this deputation process, all stakeholders should be granted
adequate additional time both to consider those materials and to present their
views on them to the Panel.   To proceed otherwise would be to undermine a
fundamental notion of stakeholder consultation, namely knowing the basis of
the proposal on which consultation is being sought.

3.13 JTHK is confident that, if appropriate procedures are followed, none of the
existing elements of the Proposal, as currently formulated, would remain.
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4. LARGER HEALTH WARNINGS

4.1 The Proposal is to increase the size of pictorial health warnings on tobacco
packaging from the existing 50%, to 85%, of the front and back of packaging.
In addition, tar and nicotine yield information would be repositioned from its
current position within the 50% health warning to the side panel of cigarette
packs.  Lastly, the Department of Health has proposed to increase the number
of forms of health warning from six to twelve, showing various new images to
appear on cigarette packs.

4.2 Whilst the Department of Health may – within limits imposed by the Basic
Law  –  propose  changes  to  the  content  of  the  health  warnings,  JTHK  is
fundamentally opposed to the increase in the size of the health warning on the
front and back of cigarette packs, and the repositioning of the tar and nicotine
yield information.  Larger health warnings are unnecessary, unjustified and
disproportionate.  Increasing the size of health warnings will neither enhance
awareness of the health risks of smoking nor change the behaviour of smokers.

No identified need or justification for larger health warnings in Hong Kong

4.3 The Department of Health has not identified in the Proposal any valid need for
larger health warnings in Hong Kong.  Hong Kong already has pictorial
warnings that cover 50% of the front and back of cigarette packets.

4.4 JTHK notes the following points which are relevant in this regard:

(a) Smoking prevalence in Hong Kong in 2012 was 10.7% (for those aged
15 or above).6  This has been acknowledged by the Department of
Health to be the lowest rate recorded since 1982.  It is also lower than
the  prevalence  rate  of  all  20  of  the  OECD  countries  (in  2012)7 and
“one of the lowest rates in the world”.8

(b) No one has ever questioned that there is already a high level of
awareness of the health risks of smoking amongst today’s public in
Hong Kong.

(i) The Department of Health itself referred in the Proposal to the
“general publicity, health education, announcements of public
interest, campaigns, and mobile phone-based application” that
have been undertaken over the years.

(ii) Education about the health risks of smoking is included in the
curricula prepared by the Curriculum Development Council for
both primary and secondary school students in Hong Kong.9

6  Thematic Household Survey Report No. 53, Census and Statistics Department, 8 November 2013.
7 https://data.oecd.org/healthrisk/daily-smokers.htm
8  South China Morning Post, 8 April 2015
9  For example:  (1) Primary:   Core elements of Strand 1 of the General Studies for Primary Schools

Curriculum Guide (Primary 1 – Primary 6) include “say “NO” to…smoking”.  An example thematic
approach is provided.  For primary 5, one of the units includes “Smoking and health” as its content.
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4.5 Hong Kong has for many years been involved with the OECD, particularly as
regards issues of international trade and financial regulation.  The table below
shows that Hong Kong’s existing health warning requirement is already more
stringent than most OECD countries’ current regulations.  In addition, Hong
Kong’s health warnings are already larger than the 30% health warnings
required in Mainland China.

TABLE OF CURRENT HEALTH WARNING SIZES IN OECD COUNTRIES AND HONG KONG10

Front/back of
pack warning size

Country

75/90 Australia≠

75/75 Canada≠

65/65 Turkey
30/100 Mexico
30/90 New Zealand

50/50 Hong Kong
Chile

35/50 Belgium*
Switzerland

32/45 Finland*
Ireland*
Luxemburg*

30/40 Austria* Italy*
Netherlands* Czech Republic*
Norway Denmark*
Poland* Estonia*
Portugal* France*
Slovakia* Germany*
Slovenia* Greece*
Spain* Hungary*
Sweden* Iceland*
United Kingdom*

30/30 Israel
Japan
South Korea$

0/0 United States of America (NB:  HW on side
panel)

http://www.edb.gov.hk/attachment/en/curriculum-development/cross-kla-studies/gs-
primary/gs_p_guide-eng_300dpi-final%20version.pdf.  (2) Secondary:   Unit  7.7  of  the  Science
(Secondary 1–3) syllabus covers the effects of smoking on our respiratory system.  One of the unit
objectives is that all students should “be able to evaluate the effects of smoking on health”.  The core
content includes “Smoking & health: passive smoking; diseases related to smoking, e.g. lung cancer
and heart disease”. http://cd1.edb.hkedcity.net/cd/science/is/sci_syllabus_S1to3_e.pdf. (3)
Secondary:  Module 5 of the Liberal Studies Curriculum and Assessment Guide (Secondary 4 – 6)
covers “the impact of smoking on our respiratory system”.
http://ls.edb.hkedcity.net/LSCms/file/web_v2/C_and_A_guide/201401/LS%20C&A%20Guide_upda
ted_e.pdf.

10  Only two countries have health warnings at, or larger than, the Proposal: Thailand (85/85) and Nepal
(90/90), neither of which are in the OECD.  Those warnings are both subject to legal challenges.
Neither country is obviously comparable to Hong Kong.
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≠ The legality of the Canadian measure mandating 75% health warnings is subject to pending legal
challenges before the national courts.  The Australian legislation (which introduced the larger health warnings and
plain packaging) is subject to challenges in the WTO dispute settlement procedure (Cases DS435, DS441, DS458
and DS467) and in investor-State arbitration under the Hong Kong/Australia bilateral investment treaty (Philip
Morris Asia Limited v. The Commonwealth of Australia, UNCITRAL, PCA Case No. 2012-12).
* From 20 May 2016, the EU Second Tobacco Products Directive (EU TPD2) will require that all tobacco
product packaging must carry a 65% health warning on the front and back surfaces of the packaging.  The legality
of the EU TPD2 is subject to at least three pending legal challenges before the European Court of Justice: C-
477/14 Pillbox 38 (UK) Ltd, C-358/14 Poland v European Parliament and Council, and C-547/14 Philip Morris
Brands
$ South Korea has passed an amendment to adopt 50% health warnings, effective from 23 December 2016.

4.6 The only purported basis identified in the Proposal for increasing the size of
health warnings in Hong Kong is the FCTC.  The FCTC is an international
convention adopted in 2003 under the auspices of the World Health
Organization, and has been ratified by China in 2005.  Article 11 of FCTC
addresses the packaging and labelling of tobacco products.  The most relevant
part provides as follows (emphasis added):

“1. Each Party shall, within a period of 3 years after the entry into force of
this Convention for that party, adopt and implement, in accordance
with its national law, effective measures to ensure that:…

(b) each unit packet and package of tobacco products, and any
outside packaging and labelling of such products, also carry
health warnings describing the harmful effects of tobacco use,
and may include other appropriate messages.  These warnings
and messages…(iv) should be 50% or more of the principal
display areas but shall be no less than 30% of the principal
display areas…”

4.7 The Conference of the Parties of the FCTC adopted “Guidelines for
implementation of Article 11” in 2008.  The Guidelines are non-binding.
Paragraph 12 of the Guidelines states, after repeating the texts of Article
11(1)(b):

“given the evidence that the effectiveness of health warnings and
messages increases with their size, Parties should consider using
health warnings and messages that cover more than 50% of the
principal display areas and aim to cover as much of the principal
display areas as possible.”

4.8 Three points demonstrate that the FCTC provides no basis on which the
Proposal should be taken forward:

(a) The People’s Republic of China has stated Hong Kong SAR to be
FCTC-compliant:   the Government of China has submitted 3 reports
to the Secretariat of the FCTC, pursuant to Article 21(1) of the FCTC,
on 14 April 2008, 6 July 2011 and 15 April 2014.  In all three reports,
the “Yes” boxes are ticked for whether Hong Kong has implemented
laws to ensure that (i) the health warnings occupy no less than 30% of
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the principal display areas; and (ii) the health warnings occupy 50% or
more of the principal display areas.  It is clear that there is no
obligation on Hong Kong, by virtue of the FCTC, to increase the size
of health warnings;

(b) the Guidelines are not binding – they are not part of the FCTC itself
and, as is stated expressly in their recitals, are not binding and are not
intended to increase the obligations of the Parties; and

(c) neither the FCTC nor the Guidelines cites any evidence.   The
Department of Health has, to date, presented no evidence to support its
proposal.  The Proposal refers, indirectly, to the evidence in the FCTC
Guidelines.  Those Guidelines do not set out that evidence.

4.9 The Department of Health manifestly failed to identify any need for an
increase in the size of health warnings, the “problem” that it seeks to address
or the objective that such an increase would achieve.

The Proposal ignores the fundamental role of tobacco packaging

4.10 The packaging of consumer goods, including tobacco products, enables
consumers to differentiate between available products.  Tobacco is a legal
product, and manufacturers compete among themselves for their share of the
legal tobacco market.   Smoking is an adult  choice,  and adults who choose to
smoke are entitled to be treated fairly, equally and have the right to choose and
buy the product they prefer.  The ability of manufacturers to distinguish their
products through packaging provides a key means by which existing adult
smokers are able to freely exercise economic rights of purchase.

4.11 Packaging is one of the essential and in this market one of the few remaining
components of non-price brand competition: it is the means by which adult
smokers identify, obtain information about and choose tobacco products,
easily and without confusion.  The branding and get up of packaging allows
manufacturers like JTHK to communicate and reinforce information, which
allows smokers: (i) to identify, distinguish and differentiate our products from
each other, and from our competitors’ products; (ii) differentiate between
different variants of a particular brand, and to compare across and within
brand  families;  (iii)  recognise  different  brands,  and  those  with  the
characteristics they prefer; and (iv) identify that a new product is on the
market (including through brand extensions).

4.12 Further, distinctive product packaging is fundamental to facilitate inter- and
intra-brand11 navigation  and  competition,  and  is  the  primary  tool  for
developing brand equity, innovation and non-price competition.  It is not, and
should not be, a simple vehicle for communicating government-mandated
health warnings.  Manufacturers and consumers must be able to identify and

11  Inter-brand is used in this document to refer to navigation and competition between different brands
of tobacco product (i.e. Winston and Camel) whereas intra-brand refers to navigation and
competition between members of the same brand family (i.e. Winston Classic or Winston Wild
Mint).
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distinguish products.  This is an essential function of packaging and trade
marks.

4.13 The Department of Health produced a graphic representation (below) of the
proposed new pack layout.  That representation, when scaled to the size of an
average cigarette pack (as has been done below) vividly demonstrates the tiny
area on the front and back of cigarette packs that will remain available to
manufacturers for the purpose of differentiating their products.

Larger health warnings are based on a fundamental mischaracterisation of the
role of packaging

4.14 The Department of Health appears to be proceeding on the basis of a
fundamental mischaracterisation of the role of packaging.

4.15 Larger health warnings are not based on, or consistent with, a credible and
scientifically rigorous understanding of smoking behaviour.  The Department
of Health appears to be proceeding on the incorrect assumption that tobacco
packaging is a reason for smoking initiation, and that the provision of
information about the health risks of smoking in larger formats on packaging
will change smoking behaviour.  These notions are wrong and are not
supported by science.

4.16 The need for, and likely effectiveness of, tobacco regulation can only be
properly and coherently assessed if it is informed by the best contemporary
science on the smoking behaviour of adults and minors.  In December 2010,
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Japan Tobacco International (JTI), the JT Group’s international tobacco
business, responded to the European Commission’s Consultation on possible
changes to the Tobacco Products Directive, which also addressed plain
packaging.12  Leading experts (notably Professors Steinberg,13 Dhar and
Nowlis14) prepared reports, which accompanied JTI’s submission, and which
gave their independent opinions, on the basis of contemporary scientific
thinking, on how the smoking behaviour of adults and minors should best be
understood.  In JTI’s opinion, it flows from these experts’ findings that:

(a) measures to reduce smoking among minors will only be effective if
they control minors’ ability to obtain tobacco products and remove
cigarettes from the social networks of teenagers.  Access-based
solutions take due account of the fact that minors are naturally more
prone to risk-taking behaviour than adults.  As Professor Steinberg
explains, decision-making during adolescence is characterised by a
heightened emphasis on rewards over risks; a tendency to focus on the
immediate, rather than longer term, consequences of a decision; a
susceptibility to peer influence; and weak self-regulation.  Minors are
well  aware  of  the  risks  of  smoking,  but  may  choose  to  experiment
anyway.  These factors, together, explain why a psychological profile
characterized by sensation-seeking, peer and family influence (i.e.
peers  and  family  members  who  smoke)  and  the  availability  of
cigarettes are the main risk factors for smoking.  Accordingly,
measures focussed on packaging are unlikely to be effective;15 and

(b) measures directed at adult smoking behaviour need to target adults’
decision-making at the point of consumption in order to be effective,
taking due account of the analysis that adults employ when making
decisions about risk.  They would also need to be more individualised
and to be positively framed, in the light of the triggers to smoking
behaviour.   Professors  Dhar  and  Nowlis  therefore  dismiss  the  likely
effectiveness of interventions that reflect the so-called “traditional
model” of consumer decision-making, which is based on the notion
that rational consumers will shift their smoking behaviour in
accordance with the evaluation of already-known information on the
health risks of smoking.16

4.17 These experts demonstrate, firstly, that packaging is not a factor in why adults
smoke and, secondly, that the notion that packaging is a reason for smoking by
minors or initiation is misconceived.  Enlarging health warnings in an attempt

12  JTI’s response is available at: http://www.jti.com/how-we-do-business/key-regulatory-submissions.
13  In respect of this issue of adult decision making, see Professor Laurence Steinberg’s report, entitled

“Adolescent Decision Making and the Prevention of Underage Smoking” dated 30 November 2010,
available at http://www.jti.com/how-we-do-business/key-regulatory-submissions.

14  In respect of this issue of adult decision making, see Professors Dhar and Nowlis’s report, entitled
“Report on Adult Consumer Behaviour and Decision-Making of Cigarette Smokers” dated 2
December 2010, available at http://www.jti.com/how-we-do-business/key-regulatory-submissions.

15  Professor Steinberg’s Report.
16  Professors Dhar and Nowlis’s Report.
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to change smoking behaviour is based on a fundamental mischaracterisation of
the role of packaging.

4.18 The Department of Health should already be keenly aware of this because of
the clear results of surveys conducted by the Hong Kong Government’s
Census  and  Statistics  Department.   The  Thematic  Household  Surveys17 have
never identified packaging as a reason for smoking initiation, whether by
youths or adults.  According to the Thematic Household Survey Report No. 53
(being the most recent available on this issue):

“Some 69.9% of those 645 000 daily cigarette smokers started smoking
cigarette because of “influence of friends” and 44.2%, “out of curiosity”.
Other commonly cited reasons included “influence of family members”
(15.4%), “necessity in social functions” (13.2%) and “refreshing one’s
mind” (10.8%).”18

4.19 In other words, the work of societal and peer influences as a causative factor
in smoking uptake by young people is acknowledged by the Government.  The
considerable body of evidence which exists on the reasons for smoking
initiation does not suggest any link between packaging and youth uptake.

4.20 It follows that, even if it were possible to increase the already high levels of
awareness through larger health warnings, it would not produce the desired
outcome of reduced initiation or increased quitting.

There is no reliable evidence that larger health warnings will change smoking
behaviour

4.21 The Department of Health has, to date, presented no evidence to  justify
increasing the size of the health warnings.  The burden lies on the Government
to justify any proposal to increase the size of health warnings, and it has
manifestly failed to do so.

4.22 JTHK believes that there is no reliable evidence that larger health warnings
would achieve public health objectives.  The Department of Health has failed
to take into account significant evidence that, in fact, increasing the size of
health warnings will not change the behaviour of smokers.

The Hong Kong experience enlarging health warnings

4.23 The Department of Health has failed to take into account direct and relevant
evidence from Hong Kong.  The Hong Kong Government has conducted
General Household Surveys since 1982 and Thematic Household Surveys
since 2000.  These surveys have sought to identify smoking prevalence rates
in Hong Kong, notably daily smokers aged 15 or above.

17  Thematic Household Survey Reports No. 53 (8 November 2013), No. 48 (24 August 2011), No. 36
(20 November 2008), No. 26 (29 August 2006), No. 16 (30 December 2003), No. 5 (30 August
2001). http://www.censtatd.gov.hk/home/index.jsp

18  Report  No.  53,  p  12.   NB:  percentages  can  exceed  100  due  to  multiple  possible  answers.   Other
reasons cited include: “out of curiosity; influence of family members; necessity in social functions;
refreshing one’s mind; influenced by public figures / artistes; influenced by TV programmes /
movies; killing time; easing tension; to look more mature / stylish”.
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4.24 The graph below sets out the results of those surveys for the percentage of
daily smokers.  The graph identifies the three dates on which health warnings
were increased in size:

(a) from 1 January 1994, the size was specified, for the first time, to
comprise 20% of the front and back of cigarette packets (the prior
mandated health warnings were of an unspecified size);

(b) from 16 July 2000, the size was specified as “50 mm x 24 mm” being
approximately 25–30% of the front and back of cigarette packs,
(depending on the physical size of the pack); and

(c) from 27 October 2007, the size was enlarged to 50%, with pictures, of
the front and back of cigarette packets.

4.25 It is clear that the rate of decline in tobacco prevalence was not affected by
increasing the size of health warnings.  As increases to 20%, to 25–30% and to
50% did not change smoking behaviour; there is no basis for believing that the
latest proposal will change smoking behaviour either.

The international experience enlarging health warnings

4.26 The evidence that increasing the size of health warnings has not caused a
change in smoking behaviour in Hong Kong is consistent with other
international evidence.

(a) A judgment in 2012 of a senior US Federal Court of Appeal – which
examined the evidence presented by the US Food and Drug
Administration (FDA) for the proposed introduction of 50% pictorial
health warnings – found that there is not a “shred of evidence” that



Page 17

pictorial health warnings reduce smoking and that evidence advanced
by the  US Government  to  support  the  case  for  enlarged  and  pictorial
warnings was “mere speculation and conjecture”.19  The  Court  noted
that “The RIA [regulatory impact assessment] estimated the new
warnings would reduce U.S. smoking rates by a mere 0.088% … a
number the FDA concedes is “in general not statistically
distinguishable from zero.””  In March 2013, the US FDA decided not
to appeal this judgment and has instead taken its proposals back to the
drawing board.20

(b) The Canadian Wave Surveys demonstrate that the larger pictorial
warnings do not enhance awareness of the health risks of smoking or
change the behaviour of smokers.  Cross-sectional wave survey
evidence was collected in Canada before and after health warnings
increased in size from 25% to 50% (with pictures) in 2001.21

(i) Daily consumption among continuing regular smokers, both
adult and youth, showed no decline between 2000 and 2002.
Notwithstanding what the subjects of the surveys said about the
would-be effectiveness of larger pictorial health warnings at
encouraging them to smoke less, this does not translate into
actual reported behaviour.22

(ii) Professors Dhar and Nowlis state, with regard to Wave 5: “This
survey shows that cigarette consumption, for either those who
smoke every day or those who smoke on occasion, was not
affected by the new health warnings, at least as of July 2002.
This survey also shows that neither quit attempts, number of
times tried to quit, nor potential quitters were influenced by
these new health warnings.  This is a very important finding,
because it provides useful evidence, using a more appropriate
methodology, that the proposed changes to the health warning
messages are not likely to be effective.  This finding was
confirmed by another study (Gospodinov and Irvine 2004),
which found that the Canadian warnings had no effect on

19 RJ Reynolds Tobacco Company v Food and Drug Administration US Court of Appeals, District of
Columbia Circuit, 24 August 2012 at p 25 and p 26, available at
http://www.cadc.uscourts.gov/internet/opinions.nsf/4C0311C78EB11C5785257A64004EBFB5/$file
/11-5332-1391191.pdf,  by  which  the  FDA’s  rule  was  declared  unconstitutional.   The  Court  of
Appeals for the Sixth Circuit upheld the constitutionality of the FDA’s proposed rule (Disc. Tobacco
City & Lottery, Inc v United States).

20  See statement of Dr. Howard K. Koh, Assistant Secretary for Health, U.S. Department of Health and
Human Services, available at http://www.hhs.gov/ash/news/20130318.html.

21  Surveys by Environics Research Group Limited, “The Health Effects of Tobacco Health warnings on
Cigarette Packages”, Wave 1 to Wave 13 Surveys of Adults and Adult Smokers and Surveys of
Youth, 2001-2007.  Canada was the first country in the world to introduce pictorial health warnings
covering 50% of the principal display surfaces of the pack.

22  Ibid., Wave 13, Survey of Adults and Adult Smokers, pages 5-6; Survey  of Youth, page 6.
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smoking prevalence, nor a statistically significant effect on the
amount smoked at a high confidence level.”23

(iii) Likewise, the larger pictorial warnings were not successful at
getting more smokers actually to attempt to quit.  Environics
concludes  that  “there have been no significant changes since
the November-December 2000 baseline survey in the
proportion that stopped smoking for at least 24 hours at least
once in the past year”.24

There has, of course, been a decline in overall prevalence of smoking
in Canada since the beginning of the decade, as indicated by the
Canadian Wave Surveys.  But, it is impossible to attribute any
identifiable portion of the decline to the larger size of the warnings.

(c) A further Canadian study25 undertook an econometric analysis
comparing tobacco consumption in Canada over the last six months of
2000 and the first half of 2001.  The authors were of the view that such
a measure as health warnings introduced on January 1, 2001, would
have  an  effect,  if  any,  in  the  very  near  term.   The  study  showed that
none of the decline observed in the first half of 2001 could be
attributed to the new warnings.

(d) Research by Dr Evans, Dr Satchachai and Dr McEwin on whether
larger health warnings reduced smoking prevalence in Thailand
found, using econometric analysis, that increasing the size of the health
warnings from 33% to 50% in 2005 did not reduce smoking
prevalence.  There was already an ongoing decreasing trend in
smoking rates from 2001.  The actual smoking rates primarily
remained on their trend lines, despite the introduction of significantly
larger health warnings in 2005.  In other words, the introduction of
larger health warnings did not accelerate the decrease in the smoking
rate.

The same research identified that Government-supported Global Adult
Tobacco Survey26 in Thailand found that “the prevalence of current
tobacco smoking did not show a statistically significant change
between 2009 and 2011, among men, women and overall”, even
though Thailand implemented larger health warnings (from 50% to
55%) in 2010.

4.27 In short, available evidence demonstrates that increasing the size of health
warnings did not enhance awareness of the health risks of smoking or change
smoking behaviour.

23  Professors Dhar and Nowlis’s Report, paragraph 6.15.
24  Wave 13, Survey of Adults and Adult Smokers, page 7; Survey of Youth, page 7.
25  N. Gospodinov and I.J. Irvine, “Global Health Warnings on Tobacco Packaging: Evidence from the

Canadian Experiment”, Topics in Economic analysis & Policy, 2004, Volume 4, Issue 1.
26 http://www.who.int/tobacco/surveillance/survey/gats/thailand/en/
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An unreasonable interference with JTHK’s commercial rights and lawful
market activity

4.28 The Proposal interferes disproportionately with JTHK’s commercial rights as
a manufacturer/distributor of a legal product, competing in a legitimate
market.

(a) Unjustified limitation on trade marks.  Increasing the size of health
warnings will only serve to further restrict legal products’ packaging
and impair the value of their trade marks and brands.  Larger health
warnings impair the substance of those rights, the goodwill associated
with its trade marks and the value of JTHK’s brands.

If the Proposal is advanced, certain of the Japan Tobacco Group’s trade
marks, notably distinctive non-word elements, cannot be used as
registered,  or  currently  used,  in  the  remaining  15%  of  the  front  and
back of cigarette packs.  Trade marks will need to be re-designed, re-
shaped, re-proportioned and/or re-arranged to such an extent that it
risks altering their distinctive character; for some, there may simply be
insufficient  space  to  display  one  or  more  distinctive  elements  of  the
mark on the front or back of the pack such that the distinctive character
of the mark could be irreparably impaired.27

(b) Unjustified limitation on the ability to communicate with
consumers, and on consumers’ rights to product choice, fair
competition and product information.

Many consumers are ready to pay a premium to purchase goods
bearing a trade mark that they associate with a guarantee of quality.
Increasing the size of health warnings will only serve to reduce the
value of JTHK’s premium brands.  The Proposal would reduce JTHK’s
ability to convey the premium characteristics of its products to existing
adult smokers, thereby damaging the brand identity of its products and
the  associated  goodwill.   The  Proposal  restricts  JTHK’s  ability  to
communicate freely the origin, quality and consistency of its brands
with adult smokers using information and branding on the front and
back of its cigarette packs.

(c) Distortion of free and fair competition.  The Proposal will reduce the
ability of JTHK to compete with other, better known, brands in the
market.  Existing adult smokers will be less able to distinguish each
JTHK product on the basis of trade dress, branding and intellectual
property.   Whilst  JTHK  will  continue  to  be  able  to  use  a  limited
number of trade dress and design features, the ability to distinguish its

27  Under the TMO, a “trade mark” must be capable of distinguishing the goods or services of one
undertaking from those of other undertakings.  Courts in Hong Kong have recognised that the
essential function of a trade mark is to guarantee the commercial origin of the goods or services in
question, by enabling a consumer, without any possibility of confusion, to distinguish the trade mark
owner’s goods or services from those of a different commercial origin.
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products from each other and from competitor products will be
materially impaired.

On account of the likelihood that existing adult smokers will be less
willing to pay for a premium product if they are unable to identify and
distinguish it as such, existing adult smokers are less likely to purchase
such products in favour of less expensive brands.  This so-called
“down-trading” from premium products to mid-price or value brands
will result in damage to JTHK’s brands and business, and benefit
notably the better known brands and the lower priced brands in the
market.

(d) Reduced ability to launch new products and evolve brands.  Trade
dress of a cigarette pack is key in enabling JTHK effectively to change
other  elements  of  branding  over  time.   The  Proposal  would  also
materially impair JTHK’s ability to launch new products in Hong
Kong (other than on the basis of price), whether new brands or new
brand variants, incorporating innovations or providing additional
choice  for  existing  adult  smokers.   With  only  15%  of  the  front  and
back of cigarette packs by which consumers can identify and
distinguish the origin and quality of the product, it would be
significantly harder for JTHK to demonstrate that:

(i) the new brand has particular characteristics, innovations or
features; or

(ii) in particular, that it is a premium product.

Larger health warnings harm the Japan Tobacco Group’s legal rights

4.29 The Japan Tobacco Group has invested very substantially in its intellectual
property rights, brands and products to compete with products available to
existing adult smokers.  This investment is reflected in the strong equity of its
brands, which are worth billions of US dollars.

4.30 The Japan Tobacco Group owns a broad range of sophisticated intellectual
property rights in relation to the packaging of its tobacco products.  Its
portfolio of registered trade marks in Hong Kong take a variety of forms
including word marks, devices or design marks, both alone and claimed as
composite marks comprising word and device elements, including composite
marks displayed on cigarette packs that claim the shape of the pack as an
element of the trade mark.  Extensive efforts are taken to protect such rights
by way of a rolling programme of trade mark registrations, oppositions,
renewals and enforcement actions.

4.31 The Proposal’s larger health warnings will limit the space left for
manufacturers’ trade marks and branding to such a critical extent as to harm



Page 21

legal rights that are protected, in particular, by the Basic Law (e.g. freedom of
expression and the right to property) and the TMO.28

4.32 The  power  conferred  on  the  Department  of  Health  by  section  18  of  the
Smoking (Public Health) Ordinance, in respect of the form and content of
health warnings on tobacco products, cannot be exercised in an arbitrary
manner, which would be the case, if the Proposals are not supported by good
evidence that they are likely to have effect.  Indeed, the evidence so far, as
seen by experts, is that they would not.

4.33 Further,  the  Department  of  Health’s  power  under  section  18  of  the  Smoking
(Public Health) Ordinance cannot be exercised in a manner which contravenes
or is inconsistent with the Basic Law or the TMO.

4.34 Article 6 of the Basic Law protects the ownership of property, including
intellectual property.  Serious issues are raised under Article 105 of the Basic
Law, in Chapter 5 on the Economy, which protects against the expropriation,
deprivation or limitation on the economically viable use of property.   Article
105 provides:

“The Hong Kong Special Administrative Region shall, in accordance with
law, protect the right of individuals and legal persons to the acquisition,
use, disposal and inheritance of property and their right to compensation
for lawful deprivation of their property.

Such compensation shall correspond to the real value of the property
concerned at the time and shall be freely convertible and paid without
undue delay.

The ownership of enterprises and the investments from outside the Region
shall be protected by law.”

4.35 Under the Proposal and against the background of the existing regulatory
measures in Hong Kong on tobacco control, certain of Japan Tobacco Group’s
trade marks would be left without any meaningful alternative use and/or
without any reasonably economically viable use, amounting to an unjustified
limitation and unlawful (de facto) deprivation of property in the absence of
compensation, in breach of Article 105.

4.36 The limitation on JTHK’s ability to communicate also engages the freedom of
expression protected under Article 27 of the Basic Law.  Expression
encompasses the imparting (by tobacco manufacturers) and the receiving (by
consumers) of materials intending to convey information, including
commercial speech and use of intellectual property.  It is one of the essential
foundations of a democratic society, and the necessity for any restrictions must
be convincingly established.  Article 27 provides:

28  For example, under the TMO, the Proposal may render certain trade marks revocable for non-use
within three years, and the Japan Tobacco Group may over time lose the ability to maintain the
enhanced protection available to its trade marks as well-known trade marks.
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“Hong Kong residents shall have freedom of speech, of the press and of
publication; freedom of association, of assembly, of procession and of
demonstration; and the right and freedom to form and join trade unions,
and to strike.”

4.37 In the absence of any meaningful justification advanced in the Proposal, JTHK
considers that the necessity – or indeed the appropriateness or proportionality
– of larger health warnings have not been convincingly established.

4.38 The Proposal therefore raises serious and significant issues under the Basic
Law.

International law protections

4.39 The Japan Tobacco Group’s rights are also protected by relevant international
commitments including the World Trade Organisation Agreements on Trade-
related Aspects of Intellectual Property Rights (“TRIPS”), the Agreement on
Technical Barriers to Trade (“TBT”), and the World Intellectual Property
Organisation’s Paris Convention for the Protection of Intellectual Property
(“Paris Convention”).

4.40 Of particular relevance is, firstly, Article 20 of TRIPS, which provides that:

“The use of a trademark in the course of trade shall not be unjustifiably
encumbered by special requirements, such as use with another trademark,
use in a special form or use in a manner detrimental to its capability to
distinguish the goods or services of one undertaking from those of other
undertakings.”

4.41 In  order  to  prevent  trade  distortion,  Article  20  of  TRIPS  limits  WTO
Members’ ability to impose certain special requirements on the use of a trade
mark.  It protects trade marks from unjustifiable encumbrances by
requirements such as use in a special form or in a manner detrimental to the
trade mark’s capacity to distinguish products.  TRIPS Article 20 also protects
against the ultimate encumbrance, namely a requirement that prevents using
the trade mark on the product.

4.42 Secondly, Article 2.2 of the TBT provides:

“Members shall ensure that technical regulations are not prepared,
adopted or applied with a view to or with the effect of creating
unnecessary obstacles to international trade.  For this purpose, technical
regulations shall not be more trade-restrictive than necessary to fulfil a
legitimate objective, taking account of the risks non-fulfilment would
create.  Such legitimate objectives are, inter alia: national security
requirements; the prevention of deceptive practices; protection of human
health or safety, animal or plant life or health, or the environment.  In
assessing such risks, relevant elements of consideration are, inter alia:
available scientific and technical information related processing
technology or intended end-uses of products.”
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4.43 A measure increasing the size of health warnings constitutes “technical
regulations” under the TBT.  Technical regulations that have limiting effects
on the competitive opportunities of imported products are highly trade
restrictive.

4.44 In addition, quite separately, the Proposal engages various investment
protections under bilateral investment treaties.  Of the 17 treaties entered into
by Hong Kong, a relevant example is the bilateral investment treaty entered
into on 15 May 1997 between Hong Kong, China SAR, and Japan that
protects investors who make an investment, including in intellectual property
(see, in terms, Article 1(3)), in the other State.  The treaty contains notable
protections, including protection against unfair and inequitable treatment and
protection against unreasonable or discriminatory conduct (both Article 2(3))
and the right to compensation for the deprivation of investments (Article 5).

4.45 The Proposal therefore engages, and disregards, commercial and legal
implications for Hong Kong, and so risks reducing Hong Kong’s international
business reputation.  The Proposal also creates identifiable international
litigation risk for Hong Kong, both at the possible instance of third country
States (under the WTO disputes regime) and/or of investors (under the
investor-State arbitration mechanisms regularly included in Hong Kong’s
bilateral investment treaties).

Impact on illegal trade in tobacco products

4.46 JTHK is concerned that the Proposal risks facilitating and encouraging the
illegal  trade  in  tobacco  products.   Increasing  regulation  will  only  raise  the
costs to the legal tobacco industry and enhances the competitive advantage of
the illegal trade.  Smugglers operate across multiple borders and continents,
and quickly adapt their operations to take advantage of new opportunities that
result from changes in taxation and regulation.

4.47 The  Proposal  will  diminish  the  role  of  trade  marks  and  branding  and,  as
explained  above,  reduces  the  premium  value  of  JTHK’s  brands.   This
facilitates the task of counterfeiters (as there is less branding to copy on the
packaging and such branding uses sophisticated combinations of distinctive
colours) and increases the opportunity for contraband smugglers (to meet
consumers’ demand for premium packaging).

4.48 This, in turn, has negative consequences: on youth smoking (as illegal
cigarettes are more available to youth), which defeats any purpose of the
Proposal; on crime; on the public treasury; on the legal tobacco industry; and
on convenience stores and other legitimate retailers.

4.49 JTHK believes that the Proposal to increase the size of health warnings should
be examined critically from the perspective of the impact on illegal trade.
There is no indication that the Department of Health has considered this issue.
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JTHK’s Proposed Alternative Solutions

4.50 There are less restrictive, more targeted and proportionate alternative solutions
to achieve legitimate public policy objectives and to ensure that smokers
continue to be reminded of the health risks of smoking.

4.51 The Proposal includes changes to the content of the health warning messages.
The Department of Health should first examine whether their public policy
objectives can be achieved through changes to the content of health warnings
within the existing mandated space (50%) or through other communications
vehicles and points of communication, rather than seeking to increase the size
of health warnings.

4.52 In particular, off-pack communications:  the pack is not, and should not be, a
simple vehicle for communicating government-mandated health warnings.
Regulators cannot rely excessively on on-pack health warnings whilst
underutilising and failing adequately to consider other communication
vehicles, such as television, print media, newspapers, magazines and the
Internet.  Official research29 suggests that television is cited by today’s adult
consumers and minors as the main source of information on smoking and
health.  Minors also cite schools as a main source of information.  Print media,
newspapers and magazines and the Internet30 are also important sources of
information.   JTHK  believes  that  regulators  should  consider  a  mix  of
communications vehicles and points of communication, rather than relying on
the pack alone.

4.53 Furthermore, JTHK shares a common goal with regulators: minors should not
smoke and should not be able to obtain tobacco products.  To the extent that
the Department of Health’s motivation for the Proposal (which has not yet
been spelt out) is to prevent minors from smoking, it follows notably from
the Thematic Household Survey in Hong Kong and the work of Professor
Steinberg, referred to above, that measures will only be effective if they
control minors’ ability to obtain tobacco products and remove cigarettes from
the social networks of teenagers.

4.54 The Department of Health should examine and assess solutions that have been
adopted by other jurisdictions with the goal of reducing the prevalence of
smoking by minors and addressing the key methods by which minors access
tobacco products:

(a) more effective, targeted enforcement of the current regulatory regime;

(b) alternative legislative measures to tackle access by minors to tobacco
products, such as:

29  See, notably, Surveys by Environics Research Group Limited, “The Health Effects of Tobacco and
Health Warnings on Cigarette Package”, Wave 13, Survey of Adults and Adult Smokers (2008),
page 14; Survey  of Youth (2008), page 14.

30  The popularity of the internet as a source of information amongst minors on the risks associated with
smoking has also been identified in surveys.  See, notably, Elliott and Shanahan Research for the
Australian Department of Health, “Evaluation of the effectiveness of graphic health warnings on
tobacco products”, (2008), page 174.
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(i) penalising purchase of tobacco products by adults for minors
(often referred to as “proxy” purchasing); and

(ii) ‘negative licensing’ of retailers - retailers can be prohibited
from selling tobacco products if they repeatedly sell to minors;

(c) mandating or reinforcing retail access prevention measures, such as a
‘No ID No Sale’ programme and including youth access prevention
signage at point of sale;31 and

(d) renewing targeted public information campaigns to quickly and
effectively raise the awareness of tobacco control measures, such as
the proxy-purchasing offence and negative licensing regime.

4.55 JTHK considers that these alternative solutions (potentially amongst others,
depending on the objectives of the Department of Health, once identified)
should be examined and assessed before any further steps are taken to increase
the size of health warnings in Hong Kong.

31  See, for example, http://noidnosale.org/.
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5. PROHIBITION ON E-CIGARETTES

5.1 JTHK  is  fundamentally  opposed  to  a  ban  on  electronic  cigarettes.  It  is
disproportionate, unnecessary and an ineffective legislative response.  There is
no reliable evidence that supports prohibiting electronic cigarettes.  The
Proposal is manifestly inadequate; the Department of Health should enable an
informed public debate and ensure that there is adequate consultation before
inviting LegCo to take a position on this issue.

5.2 Electronic cigarettes are consumer products that provide an inhalable aerosol
by direct electrical heating of a liquid contained within the device or a
replaceable cartridge.  The liquid typically consists of a carrier, such as
propylene glycol or glycerol, and flavour compounds which on heating form a
visible aerosol.  Most electronic cigarette liquids also contain nicotine,
although nicotine-free liquids are available.  Electronic cigarettes differ from
tobacco products in that they do not contain tobacco.  They also differ from
medicinal  NRT  (nicotine  replacement  therapy)  products  in  that  they  do  not
make therapeutic claims (e.g. about smoking cessation).

5.3 In Hong Kong, nicotine is characterized as a poison under the Pharmacy and
Poisons Ordinance and associated Regulations.  The wholesale and retail sale
of such electronic cigarettes requires various licences.  The Ordinance and
Regulations’ regime also imposes certain labelling requirements.  Also, if
electronic cigarettes are correctly defined as “pharmaceutical products”, they
cannot be imported unless under licence and subject to prior registration with
the  Pharmacy  and  Poisons  Board.   In  other  words,  Hong  Kong  has  a
regulatory regime for electronic cigarettes.

5.4 A report produced for the WHO and considered at the Sixth Conference of the
Parties  to  the  FCTC  (COP6)32 has recognised that electronic cigarettes are
“the subject of a public health dispute among bona fide tobacco-control
advocates.”  According to the report, while some experts consider that
electronic cigarettes may harm public health efforts to “denormalize”
smoking, other “experts suggest that in some smokers who have failed
treatment, have been intolerant to it or who refuse to use conventional
smoking cessation medication, the use of appropriately regulated ENDS may
have a role to play in supporting attempts to quit.”  The report was welcomed
by COP6, which did not require Parties to prohibit the sale of these products.33

Prominent organisations dedicated to tobacco control, such as Action on
Smoking and Health34 and the British Heart Foundation35, support the
appropriate regulation of electronic cigarettes but not their prohibition.

32  FCTC, Electronic nicotine delivery systems – Report by WHO, FCTC/COP/6/10 Rev. 1, 1 September
2014.  Available at: http://apps.who.int/gb/fctc/PDF/cop6/FCTC_COP6_10Rev1-en.pdf?ua=1

33  FCTC, Decision – FCTC/COP6(9) – Electronic nicotine delivery systems and electronic non-
nicotine delivery systems, 18 October 2014.  Available at:
http://apps.who.int/gb/fctc/PDF/cop6/FCTC_COP6(9)-en.pdf?ua=1

34  See ASH briefing, Electronic Cigarettes, November 2014.  Available at:
http://ash.org.uk/files/documents/ASH_715.pdf
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5.5 Both the US and European authorities have recently examined how electronic
cigarettes should be regulated, and neither has proposed prohibiting their sale.
For example, the EU TPD2 contains strict regulations on (among other things)
product quality, labelling, consumer information and advertising and
promotion, but permits the sale of electronic cigarettes in the EU provided that
these conditions are met.

5.6 The main drivers for the regulation of electronic cigarettes are recognised as
the  FCTC,  the  EU TPD2 and  the  FDA.   The  Panel  should  note  that  none  of
these organizations are calling for a ban on electronic cigarettes.

5.7 JTHK believes that electronic cigarettes should be legal for adults to purchase
and use.  Adults who choose to use electronic cigarettes are entitled to be
treated fairly, equally and have the right to choose and the ability to obtain the
products they prefer.  Regulation, rather than prohibition, is the most
appropriate policy.

5.8 JTHK supports the development of appropriate, targeted and proportionate
regulation for electronic cigarettes that meets internationally accepted
principles of Better Regulation.  We believe that:

(a) Adults should be free to choose whether they wish to use electronic
cigarettes and no one should use them without understanding the risks
associated with doing so.

(b) All marketed electronic cigarettes should comply with all relevant
regulations, such as those concerning consumer product safety,
electrical safety and consumer protection from misleading marketing
claims.  If anyone chooses to make a claim that their product can assist
with smoking cessation, their respective electronic cigarettes should be
regulated as medicinal products or medical devices, as for existing
medicinal NRT (Nicotine Replacement Therapies).

(c) Minors should not use electronic cigarettes and should not be able to
obtain these products.  Regulation of electronic cigarettes should aim
to keep electronic cigarettes out of the hands of minors and to remind
users of the risks associated with their use.

(d) Governments and regulators should avoid excessive regulation that
prevents adult consumers from choosing these products.

Negative consequences of a ban on electronic cigarettes
5.9 The introduction of a ban of electronic cigarettes will interfere with

manufacturers’ and retailers’ commercial rights (for instance, to property
and to trade), many of which are protected by national and international law,
as well as with adult electronic cigarette users’ ability to access electronic
cigarettes.

35  See British Heart Foundation, Policy Statement – Electronic Cigarettes.  Available at:
https://www.bhf.org.uk/~/media/files/publications/policy-documents/policy_statement_e-
cigarettes_for_sitecore.pdf
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5.10 A ban on electronic cigarettes effectively discriminates between different
legally available products for adult purchase.  A number of adults enjoy the
use of electronic cigarettes.  The proposed prohibition limits consumer choice
between legal products and creates unnecessary barriers to trade.  It
unjustifiably infringes fundamental legal rights to trade as protected by
international trade treaties, such as the TBT.

5.11 A prohibition of electronic cigarettes will increase opportunities for illegal
trade, as it will create a void that will be filled by new retail opportunities for
the criminal gangs behind the illegal market.  As can been seen from history,
prohibition increases opportunities for the illegal trade.  As with the
prohibition of alcohol in the US during the early 20th century, the continued
demand for alcohol was satisfied by unregulated and illegal product.  Such
products were often of poor quality, with consequent increased health risks
associated with their consumption.  With respect to tobacco products, similar
issues have arisen in Bhutan.  Following a ban on the sale of tobacco products,
Bhutan has a thriving illegal tobacco market.36

Better Regulation and the Precautionary Principle

5.12 An overly risk averse approach by regulators may drive them to resort to
unwarranted application of the precautionary principle.  The precautionary
principle means regulating for a threat of serious or irreversible harm, where
there is scientific uncertainty about the nature and the extent of the risk.  This
principle has to be applied with a view to encouraging innovation and further
scientific research and only to the extent necessary to prevent the threat.37

5.13 The main problem with a prohibition of electronic cigarettes is that it is
substantiated on the notion “prevention is better than the cure” and thus aims
to reduce the potential risks electronic cigarettes may pose on health without
having a clear assessment of these risks, their probability of occurrence and
possible effects.

5.14 Given that there is no reliable scientific evidence supporting a prohibition of
electronic cigarettes, and that prohibition would have a number of negative
effects (as described above), reasonable and proportionate regulation of
electronic cigarettes, after full public consultation and detailed study, is a more
appropriate response.

36  See: Givel, Michael S. “History of Bhutan’s prohibition of cigarette: Implications for neo-
prohibitionists and their critics”, International Journal of Drug Policy 22 (2011) 306–310.

37 See: WHO: The precautionary principle: protecting public health, the environment and the future of
our children, http://www.euro.who.int/__data/assets/pdf_file/0003/91173/E83079.pdf
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6. CONCLUSION

6.1 The Department of Health has not provided any reliable evidence or
justification that its Proposal to increase the size of health warnings is either
necessary in Hong Kong or would, in fact, change smoking behaviour.  Its
Proposals to ban electronic cigarettes are similarly misguided.

6.2 JTHK believes that the Proposal should not proceed.  The shortcuts in the
process should be avoided, and an appropriate and rigorous procedure should
be followed by the Department of Health so that impacts on intellectual
property rights, branding, competition and Hong Kong’s international
obligations are properly assessed, and less restrictive alternative measures to
achieve legitimate public policy objectives are properly considered.

6.3 JTHK welcomes the opportunity, at the deputation meeting, to share with the
Panel our views in more detail and our proposals based upon our experience.

Japan Tobacco (Hong Kong) Limited
23 June 2015




