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Open Letter to the Financial Secretary, Hong Kong SAR Government

Raise the Tobacco Tax Substantially to Realize the Government’s 7.8%
Smoking Prevalence Goal and Increase Government Revenue

Smoking is the second leading risk factor for global disease and is directly
associated with cancer and chronic diseases. According to the World Health
Organization (WHO), tobacco use annually causes over 8 million deaths
worldwide, nearly 1.3 million of which are non-smokers exposed to secondhand
smoke. In Hong Kong, smoking not only causes nearly 7,000 deaths each year
(including almost 700 non-smokers who are exposed to secondhand smoke), but
also significant healthcare expenditure and productivity losses of about HK$5.6
billion annually. In 2019, the Hospital Authority estimated that the incidence of
chronic diseases is projected to increase by 50% in the next 20 years to 3 million
people in 2039. Therefore, implementing and continuously strengthening
effective tobacco control measures is crucial for reducing the incidence of
diseases and deaths among citizens and alleviating the burden on healthcare
resources.

The smoking prevalence in Hong Kong is one of the lowest in the world, at 9.5%
in 2021. This is one of the key factors contributing to Hong Kong’s world-leading
longevity. To prevent the smoking prevalence from rebounding and to minimise
the threat to public health, tobacco control efforts must not slow down. We are
pleased that further reducing the smoking prevalence is set as one of Hong Kong
SAR Government’s key performance indicators and with the Government’s
determination to reduce tobacco use demonstrated in the past year. The Financial
Secretary announced an approximate 31.5% increase in the tobacco tax in
February 2023; the Health Bureau conducted a “Vibrant, Healthy and Tobacco-
free Hong Kong” Public Consultation on Tobacco Control Strategies from July to
September 2023; the Chief Executive proposed in the 2023 Policy Address
launching the next-phase tobacco control initiatives within 2024 to reach the goal
of reducing the smoking prevalence to 7.8% by 2025, as set out in “Toward 2025:
Strategy and Action Plan to Prevent and Control Non-communicable Diseases in
Hong Kong” and achieve the targets of the WHO’s Sustainable Development Goal
3 to ensure healthy lives and promote well-being for all. The WHO recommends
raising the tobacco tax as the single most effective tobacco control measure, which
motivates smoking cessation and prevents smoking initiation among young
people, with minimal implementation cost. A significant increase in the tobacco
tax and annual increases should be prioritized in the next phase of tobacco control
Initiatives to meet the target in less than two years.

The tobacco tax rate in Hong Kong is still behind the WHO standard, and
there is room for a substantial increase in cigarette price.

1



The WHO suggests that the tobacco tax should be at least 75% of the retail price.
Over 40 countries, including Australia, Brazil and Thailand, have already reached
the recommended tax level. Although the tobacco tax rate was increased by about
31.5% in Hong Kong in 2023, it accounts for only about 64.3% of the retail price
and is still below the WHO recommendation. Whether tax was increased or frozen
in the last decade, tobacco companies raised the cigarette retail price six times,
including an increase of about HK$4 after the announcement of the tax increase
last year. This shows that there is room for an increase in cigarette price. The
Government should raise the tobacco tax rate significantly in the coming year to
meet the WHO standard and maximize its effectiveness in encouraging smokers
to quit.

A substantial tax increase is necessary to encourage smoking cessation, and
the effective cigarette price should be HK$100 per pack.

Despite a tobacco tax increase last year, the Hong Kong Council on Smoking and
Health’s (COSH) Tobacco Control Policy-related Survey 2023 found that 68.4%
of respondents supported an increase in the following year. Over one-third of
smokers (33.6%) said that if the tobacco retail price increases, they will either quit
smoking or reduce smoking by half. They opined that the cigarette retail price
should be set at a median price of HK$100 and a mean price of HK$140.

Within one week after the announcement of the tobacco tax increase in February
2023, the number of calls to the Department of Health’s Integrated Smoking
Cessation Hotline doubled. The cumulative number of calls from March to
October 2023 increased by over 1,700 compared to the same period in 2022,
representing an increase of nearly 30%. In addition, COSH interviewed over 1,100
smokers from June to October 2023 and found 41.2% of them had increased
intention to quit, and 32.8% had reduced smoking after the tax increase in
February 2023. In FY2014-15, in contrast, the impact of the mild tax increase
(11.7%) on smoking cessation was insignificant, with an increase of only 1% in
the annual number of calls recorded. This shows that a substantial increase in the
tobacco tax can more effectively motivate smokers to quit and hence reduce the
prevalence of smoking.

The tobacco tax is a poverty-relief policy and has a positive impact on public
finances.

The World Bank concluded that tobacco tax can increase smoking cessation and
reduce tobacco consumption among lower-income households, and have long-
term fiscal benefits, due to productivity enhancement, and reduced living costs
and medical expenses (more details in Annex A). Forty-three countries have
strategically allocated tobacco tax revenue to support tobacco control and/or their
healthcare system. If a similar mechanism is adopted in Hong Kong, the tobacco
tax revenue can be allocated to support primary healthcare, and social welfare and
relief, benefiting the well-being of the grassroots. According to the 2023-24
Budget, the estimated revenue collected from the tobacco tax is about HK$9.4
billion. According to an analysis performed by Dr Hana ROSS, a world-renowned
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expert in tobacco-control economics, if the tax rate is increased by 75% in
FY2024-25, the tax revenue will increase to HK$14.6 billion. The additional
HK$5.2 billion revenue could fully support the existing poverty relief, and
medical and tobacco-control schemes.

According to Dr Hana ROSS, assuming no change in other factors, the benefits of
the tax increase in 2023 will fade over time, and the smoking prevalence will
rebound in 2025 if there is no further tax increase or only a slight increase in the
inflation level in FY2024-25. If the tax rate is frozen, the real value of
Government's tobacco tax revenue will decline every year. However, if the tobacco
tax level is substantially increased by 75% to reach the WHO standard, the
smoking prevalence is expected to drop by 0.7 percentage point to 8.8% in 2024;
tax revenue is expected to increase by nearly 50% to over HK$14 billion; and
nearly 13,000 deaths due to smoking will be avoided (more details in Annex B).
The tobacco tax will have no financial implications to 90% of Hong Kong people,
but a positive impact on smokers and their families if they quit because of the tax
increase. A significant tobacco tax increase therefore would alleviate the
healthcare burden and benefit public finance.

No causal relationship with illicit cigarettes

The WHO reiterated that raising the tobacco tax is not the cause of illicit cigarettes.
The tobacco industry uses skewed and distorted information to exaggerate the
situation and misattributed that high cigarette prices lead low-income smokers to
switch to illicit cigarettes, with the aim of misleading the public and opposing the
tax policy. However, the industry’s actions revealed this argument as a fallacy
themselves. In Hong Kong, the industry marked up the cigarette retail price
several times despite the tax freeze in the past decade. The Hong Kong Customs
and Excise Department said in response to the tobacco tax increase in 2011, 2014
and 2023 that “there is no sign that the situation in respect of the illicit cigarette
market has deteriorated as a result of the increase in tobacco duty rates”, “no rising
trend in illicit cigarette activities was observed after the increase of tobacco duty”,
and they did not note “an obvious increase in smuggling activities related to illicit
cigarettes following the government’s move to increase the tobacco tax”.

In fact, raising the tobacco tax does not boost the illicit market, even in low- and
middle-income countries with greater sensitivity to cigarette prices. A well-
published study investigated the illicit cigarette trade before and after tax increases
in Georgia, Brazil, South Africa, Colombia, Mongolia, Gambia and Vietnam, and
concluded that the impact of tax increases on the illicit cigarette trade was minimal,
and that the underlying cause of the illicit cigarette trade was weak tax
administration, not the tax rate. The study also pointed out that the estimation of
illicit trade from the tobacco industry lacks reliability and transparency and is
intended to discourage governments from implementing tax increases by
exaggerating the situation and disparaging the effectiveness of the tobacco tax
(more details in Annex C). Moreover, the World Bank report “Confronting Illicit
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Tobacco Trade: A Global Review of Country Experiences” concluded that the
illicit tobacco trade has multiple causes, with tax administration being the most
important. The experience in the United Kingdom, Kenya and Georgia illustrates
that improving tobacco tax administration can successfully address the illicit
tobacco trade, resulting in increased tax revenues and reduced tobacco use.

Raising the tobacco tax is a low-cost, high-impact measure that is supported
by a diverse spectrum of society

COSH, in alliance with the medical profession, academia, the education and social
service sectors, parents, patients and smoking-cessation groups, etc, urges the Hong
Kong Government to promptly launch the next phase of tobacco-control initiatives,
with the primary goal of raising the tobacco tax by at least 75% in FY2024-25 to
reach the WHO standard. Subsequently, a mechanism for an annual increase should
be adopted to maintain the tax level and prevent its effectiveness from being eroded
by inflation. In addition to raising tobacco tax, all aspects of tobacco control should
be enhanced to accelerate the development of a tobacco-free society, achieving the
government target of reducing the smoking prevalence to 7.8% by 2025 and
constructing a “tobacco-free Hong Kong” in the long term.

To achieve the target in less than two years, the government must take immediate
and effective action to reduce over 100,000 smokers. It is imperative to
expeditiously initiate the next phase of tobacco-control measures
comprehensively. Compared to other tobacco control measures, substantially
raising the tobacco tax by at least 75% to the WHO standard requires low
implementation costs, with the fewest enforcement resources and shortest time for
legislation and implementation, while having the quickest and most significant
results. Regular and substantial tobacco tax increases are effective in motivating
smoking cessation and benefiting the society while an annual adjustment
according to the inflation rate is essential to maintain the effectiveness.

To sustainably move forward to achieving a tobacco-free Hong Kong, tobacco-
control efforts have to be stepped up and aligned with international trends. It is
crucial to develop a series of effective and aggressive tobacco control policies that
encourage more smokers to quit, discourage young people from starting smoking,
and protect citizens from hazard of smoking. Therefore, the Government should
also formulate a tobacco-free goal with a defined timeline. In addition to raising
the tobacco tax, the Government should expand the statutory smoke-free areas,
reduce the attractiveness and addictiveness of tobacco products, mandate plain
packaging, ban tobacco product displays at points of sale, place the legal onus on
venue managers for smoking offences, raise the legal tobacco sales age, implement
the smoke-free generation policy, tighten law enforcement, allocate more
resources for smoking cessation services and smoke-free education, and counter
tobacco industry interference with tobacco control policies. To achieve the current
tobacco control goal, we expect a substantial increase in the tobacco tax to be
implemented as a prioritized initiative of the next phase of tobacco control, and
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the abovementioned policies and the proposed measures in the Public Consultation
on Tobacco Control Strategies to be enacted in 2024. Looking ahead, our vision is
to achieve a tobacco-free Hong Kong at the earliest possible time to ensure
comprehensive protection for the public and our future generations.

This open letter is jointly submitted by the Hong Kong Council on Smoking and
Health and 102 co-signatories.
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