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Dear Susie

Feedback on the draft report for the Evaluation of Tobacco Excise Increases as a
Contributor to Smokefree 2025

Thank you for the draft report provided to us on Friday 14 September and for your presentation
on Friday 21 September. The comments below reflect those that you have heard over the past
week, including from officials during last Friday’s discussion.

Our main concern is that the report must directly address the questions set out in the CSO for
the sub-populations of interest to the Government. While we are also interested in the broader
insights you have gained into potential tobacco control initiatives, our primary use of your
findings will be to report to Ministers on what impact the excise increases have had, and are
likely to have in future, for Maori (and specifically for Maori women), Pasifika, young people and
low-income earners (measured by deprivation).

We would like you to pull together the findings across the various inputs to address these
questions. We consider that the quantitative aspects of the work could be given more
prominence and would like you to be courageous in making calls as to whether the policy is
working for these groups and whether we would expect to see it work into the future.

More specific feedback is set out below.
Ministry of Health

Based on the draft report, we have some concerns about the quality of the literature review and
data analysis. Detailed comments are attached in tables 1 and 2.

| noted your comments on Friday that much of this was covered in the work, but is not visible in
the final report. Where this is the case, we consider that it would be helpful to readers if you
were to be explicit about what you have not included and why.

The Treasury

The report mentions targeted interventions without really referring to international examples
(some of the recommendations are too broad eg, education and awareness).

Some recommendations on stockpiling provisions would be helpful (again looking at
international best practise eg, average inventory levels).



From our discussion on the interaction between tobacco and alcohol consumption, some cross
correlation / elasticities would be helpful to explain the substitution or complementary nature of
other goods that are consumed in relative proximity to tobacco.

Customs NZ

We note that in respect of the illicit market, EY’s evaluation sought to address the following
objectives (specified at pg17):

1. determine unintended societal consequences of increasing the tobacco excise such as
increased robberies and illicit trade

2. explore the likely future trajectory of these consequences with further increase in tobacco
excise.

We note in the literature review (at pages 35-36) the conclusions of the IARC review in respect
of illicit markets for tobacco, that there is:

o sufficient evidence to show that tax avoidance and tax evasion reduce but do not eliminate
the public health and revenue impact of tobacco tax increases

e strong evidence to show that a coordinated set of interventions that includes international
collaborations, strengthened tax administration, increased enforcement and swift, severe
penalties reduces illicit trade in tobacco products.

The illicit market in New Zealand

We agree with EY’s conclusion that past studies of the illicit market in New Zealand have
weaknesses. By world standards the share of the total New Zealand market made up of illicit
supply is small.

However, we do not agree with the report’s conclusion that there is no evidence that the illicit
market is growing. Customs accepts there are limitations in the data which make it hard to draw
hard conclusions. However, our view is that there is some evidence that the illicit market is
growing (off a low base). An indicator of this is that the gap between seizures of commercial-
scale amounts is shortening. Customs agrees that the evidence is not sufficient to say what that
growth rate is.

Future trajectory of the illicit market in New Zealand

Customs notes that the report makes no observations at all about the likely future trajectory of
the illicit market as EY were asked to do in the project brief. This is a major shortcoming of the
report.

Tobacco has several characteristics that indicate an ongoing high risk from a border protection
and government revenue perspective:

e high prices in relation to the source price due to different taxation treatments
e readily available in low cost counties

e easily transportable across international borders

e sizable potential home market.

The profits to be made mean there is every incentive for criminals to service the market. The
risk is likely to remain high even if the proportion of smokers in New Zealand falls with future
increases in excise (ie, there is a risk of growing the illicit market if there proves to be a
“persistent hard-core” of smokers who are determined to smoke and are willing to engage with
an illicit market).
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We would ask that EY draw a conclusion about the future trajectory of the illicit market. We note
that through the focus groups EY learned about consumer attitude to the illicit market and the
ease with which some are able to purchase illicitly (pg 123). From this, the New Zealand data on
the illicit market, and the overseas literature review, we think EY should at least comment on
questions such as:

e Are smokers prepared to engage with an illicit market; are smokers actively seeking illicit
supply?

e Are there any particular interventions to counter the illicit market that need to be
strengthened in the New Zealand context such as increased enforcement or higher
penalties for illicit supply/trading?

e Given the estimates of the health benefits into the future, is there a level that the illicit
market would reach where you could argue that the government’s smokefree objectives
would be measurably endangered? How likely is this?

Other agencies

As of this afternoon (Monday 24 September), | have received no other feedback but am
expecting comments from the Health Promotion Agency. | will forward these as soon as | can.

| have thoroughly enjoyed working with you over the past few months and look forward to
receiving the final report.

Yours sincerely

7

Jane Chambers
Manager, Tobacco Control Programme
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