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LRM ID: RJP117

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

Washington, D.C. 20503-0001 Jb

Tuesday, August 5, 1997 0/
LEGISLATIVE REFERRAL MEMORANDUM ' 4(
TO: . Lepislay , '

on Offjcer - See Distribution below

FROM: JafieR. Forsgren (Tor) Assistant Direcior for Legistative Reference
OMB CONTACT: Robert J. Pellicci
PHONE: (202)395-4871 FAX: (202)395-6148
SUBJECT: COMMERCE Report on S1060 Worldwide Tobacco Disclosure Act of 1997
DEADLINE: NOON Wednesday, August 6, 1997
| o 3

in sccordance with OMB Circular A-19, OMB requests the views of your agency on the above
subject before advising on its relationship to the program of the President. Please advise us-if this
item will affect direct spending or receipts for purposes of the "Pay-As-You-Go™ provisions of Title
Xill of the Omnibus Budget Reconciliation Act of 1990. ' :

COMMENTS: Commerce Secretary Daley has promised Sen. Lautenberg a response by August 7th,
DISTRIBUTION LIST

AGENCIES:
5§2-HHS - Sondra S. Wallace - (202) 690-7760
128-US Trade Representative - Fred Montgomery - (202) 38/5-3475
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Barry T. Clendenin _ —
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Anne E. Tumlinson

Wendy A. Taylor . .
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Hugh T. Connelly

Louisa Koch .
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LRM ID: RJP117 SUBJECT: COMMERCE Report on S1060 Worldwide Tobacco Disclosure
Act of 1997

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANOUM

if your response to this request for views is short (8.g., concur/no commant), we prafer that you respond by
e-mall or by faxing us this response sheet. If the response ig short end you preter to call, please call the
branch-wide line shown below {NOT the analyst’s line) to leave @ message with a legislative assistant.

You may also respond by:
{1) calling the analyst/attorney’s direct linc (you will ba connected to voico mail if the analyst does not
answer); or :
(2) sending us @ memo or letter
Please include the LRM number shown above, and the subject shown below.

TO: Robart J. Pelliccl Phione: 3954871 Fpx: 395-6148
Office of Managoment and Budget
Branch-Wide Line (to roach legislative assistant): 395.7362

FROM: .. (Date)

{Name)

(Agency)

{Telephone)

The following is the raponse of our sgency to your request for views on the above-captionad subject:
_____ Concur
——_ No Objection
... No Comment

—__ See proposed edits on pages ____

—— - —

Other:

FAX RETURN of pages, attochod to this reponse sheet
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The Honorsable Frank Lautenberg
506 Hart Scnate Office Building
Washington, DC 20510-3002

The Honorable Ron Wyden
717 Hart Senate Office Building
Washington, DC 20510-3703

Dear Senators Lautenberg and Wyden:

Thank you (or your letter requesting the Administration’s views rogarding your bill, the
“Worldwide Lobacco Disclosure Act of 1997 (S. 1060). President Clinton has called for an
interagency review of the proposed tobacco settlement, including en examination of 8 wide range
of domestic and intemational policies and recommendations in this area. Since the review is
ongoing, the Administration is not in 8 position to comment on specific, related proposals prior to
the complction of the review. However, as this intoragency rovicw progressces, the Administration
will give s¢rious consideration to your proposals, and will follow developments conceming your
bill.

Sincerely,

William M. Daley
Secretary of Commerce
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- IN THE SENATE OF THE UNITED STATES

Mr. LAUTENBERG (for himself, Mx». WeDaN, Mr, DURBIN, ard Mr. H.»uca(
to

introduced the following bill; whinh was resd twics ard referred
Comraittee on

A BILL

To restrict the aotivitier of the United States with respeect
to foreign laws that regulate the warketing of tobacco
producta and to sulject cigarettes that are exported to
the same restrictions ou labeling as apply to the sals
or distribution of elgarettes in the United States.

Bs it enacted by the Senate gnd Howse of Represonta-
tives of the Undted States of America in Congress gssembled,
SECTIGN 1. SEORT TITLE,

This Act may be eited as the “Worldwide Toboooo
Disclosure Ast of 1987".
6BC. 8. DEFINITIONS.

In this Aot:

~ O WA B W R
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2
(1) OIGARBTTR—The tarm  ‘“‘cigarette”

nieans-—

(A) any roll of tobacco wrapped in paper
'or in any suhatance not dontaining tobaocco
which is to be burned,

(B) any roll of tobaoto wrapped in any
substance contalning tobasco which, because of
its appeavence, the type of tobasco used in the
filler, or its packaging and labcling is likely to
be offered to, or purchased by consunlers as a

~ cigarette deseribed in subparagraph (4),

(0) little oigars which are any roll of to-
bacao wrapped in leaf tobaceo or any substance
containing {obacco (other than any roll of to-
baceo which is a cigarette within the meaning
of subparagraph (A)) end as to which 1000
units weigh not more than 3 ponnds, and

(D) looss rolling tobasoco and papers ar
tubes usad to aantain such tobeceo.

(2) Doxesric GONCERN.—Tho torm “domeatic

aoncern’’ means—

(A) any individual who is & citiren, ne-
tional, or resident of the United Btates; snd
(B) eny corporation, partnership, assoeia-

tion, joint-stock company, business trust, unin-

~.3718

P. 5/12
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1 corporated orgupirstion, or sole propx'ietoi'nhip
2 which has its principal place of business in the
3 United States, or whioh is organized under the
4 laws of a State of the United Statas or a terri.
'_ 5 tory, possession, or commonwealth of the Unit-
6 ed States,
7 (8) NONDISCRIMINATORY LAW QR BEGULA-
8 TION.—The umﬁ “nondiscriminatory law nr regula-
9 tion"” maana a Jaw or regulation of a foreign country
10 that adheres to the principle of national {reatment
11 augd appliea no less favorable treatment 10 goods that
12 are imported ihto that country thap it applies to like
13 goods that are the product, growth, or manufasture
14 of that country.
13 (4) PacEAGE.—The term “packsge” means &
16 pack, box, carton, or other contminer of amy kind in
17 which cigarettes or uther tobacco products are of-
18 fered fol- sale, sold, or otherwise distributed to aus-
18 tomers.
20 (6) SALR OR DISTRIBUTION. The term ‘‘zale
21 or distributfon’ insludeg sampling or any uther dis-
22 tribution not for sule. |
23 (6) BwaTs,—The teru “‘Btate’ includes, ifx ad-
24 ditfon to the 50 Btates, the' District of Columbia,
25 Guain, the Commonwealth of Puerts Rico, the Com-

Role
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1 monweslth of the Northern Mariana Islends, the
2 Virgin lalands, American Samoa, the Republic of the
3 Marshall Islands, the Federated States of Microne-
4 sia, and the Republic of Palau.
5 (7) ToBACCO PRODUOT.—The term ‘‘tobacco
6 produet” meane—
7 (A) cigmrettes;
8 (B) little oigers;
9. (C) cigars as defined in ocotion 6703 of
10 the Internal Revonue Code of 1986;
11 (D) pipe wheo;
12 (B) loose rolling tobecco and papers used
13 to soutain S.\JL'.h tobaoco;
14 (F) products referred to &s spit iobaocco;
15 and |
16 (@) any other form of tobaceo intendsd for
17 huinan use or onnaumbtion.
18 (8) Uwnitep 87ATRS,—The terro ‘“United
19 States” includas the Btates and installations of the
20 Armed Foroes of the United Btates located outside
21 a State.

PU/1L
P.5718
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8EC. & RESTRIOTIONS ON NEGOTIATIONS REGARDING

PORBIGN LAWB BREGULATING TOBACOO
FRODUCTS,
No funda appropriatad by law may be used by any

1
2
3
4
S offioer, smployee, department, or aganqy of the United
6 btates— "

7 (1) to .seek, through negotiation or otherwiss,
8 the removal or rednction by any foreign country of
9 any nondiscriminatory law or regulation, or any pro-
10 posed nondiscriminatory law or regulation, in that
11 country that restricts the advertigivig, manufaotore,
12 packaging, {axation, sale, importation, lableliug, or

13 distribution of tobacco products; or

14 (2) W euwurage or promote the export, advar-
15 tiaing, manyfacture, sale, or distribution of twobaceo
16 products.

17 BEC. 4 CIGARDYTTE EXPOBT LABELING.

18 (a) LABELING RREQUIERMENTS RPOR EXPORT OF
19 CIGARRTTRS—

20 (1) IN aENERAL—It shall be unlawfal for any
21 domeati¢ coneern to export from the United Stetes,
22 or to sell or distribute in, or axport fram, any other

23 country, any cigarettes whose package doas not con-
24 tain a warning labe) that~-~
25 (A) cumplies with Federal labeling require-

20 ments for cigarettes manufactursd, imported, or
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packaged for sale or distribution within the
United States; and | |
(B) is in the primary language of the coun-
try in which the cigarettes ave inteaded for con-
sumaption.

(2) LABRLING PORMAT.—Federal labeling for-

mat requiremsnts shall apply to a warning label de- |
seribed in peragreph (1) in the same manner, and

to the same extent, as such requiremcnts apply to

cigarcttos manufactured, imported, or packaged for

sale or disirjbution within the United States.

(8) ROTATION OF LABRLING.—Iederal rofation
requirements for werning labels shall apply to &
warning label desoribed in paragraph (1) in the
game manper, and to the same extent, as guch re-
quirements apply to cigarettes manufastured, im-
ported, or packaged for sale or distributed within
the United Btates. |

(4) WAIVERS,~—

(A) In qunNgravL.—The President wmay
weive the lnbeihlg reguireinents reguired by this

Act for ojgarettes, if the cigarettes are exported

to & forsign country included in the list de-

saribed in subparagraph‘(B) and if that conntry
is the couhtry in which the cigarettes ars in-

.91
P.?r10 '
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tended for consumption. A walver under this

subparagraph shall be in effest prior to the ex-

portation of any cigarettes not in compliance

with the requirements of this section by & per-
son to a forsign country ineluded iu the ligt.

(B) LIRT OP EBLIGIBLE COUNTRIES FOR
WAITVER.—

(3)) IN GRNRRAL.—Not later than 90
days after the data of enactment of this
Ast, the Promident sholl develop and pub-
lish in the Federal Register s list of for-
elgn sountrier that have in effest require-
ments for the labeling of aigarette pask-
eges substantially similar to or mare strn-
gent than the requirements for labeling of
cigarette packages set forth in paragraphs
(1) through (3). The President shall use
the list to grant a waiver under subpara-
graph (A). |

(i1 UrpATE OF LIST.—The President
sholl— _ _

(I) update the list deseribed in
planse (1) to include & foraign country
on the list if‘ the country meets the
criteria described in clause (i), or to

P.10/12
P.971D
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H remove o foreign country from the list
2 if the ocountry fails to tneet the cri-
3 teria; and .
4 (I) publish the updated list in
S the Federal Register,
6 (b) PENALTIES —
7 (1) FINE.—Any person who violates the provi:
B sions of subssction (a) shall be finad not more than
9 $100,000 per day for aach such viclation. Any per-
10 son whp knowingly reexports from or transehipa
11 cigarettes through a foreigu country included in the
12 Ut desaribed in subssction (a)(4)(B) to avoid the re-
13 quirements of this Ast hell be fined not more than
14 $150,000 per day for each such occurrence. |
15 (2) INJUNCTION PROCKRDINGS.—The district
16 courts of the United States shall have jurisdietion,
17 for cause shown, to prevent and restrain violations
18 of subsection (8) upon the application of the Attor
19 ney General of the UInited Statea.
20 {0) REPRAL.—Bectivn 12 of the Fedaral Cigarctto
| 21 Laboling and Advertising Aot (J.S U.B.0. 1340) is re-
22 pealed.
23 (d) RRGULATORY AUTHORITY.—Not later thav 80

FROM: SCOTT, A.

24 days after the date of ennctrent of this Act, the President

P. 11/12
£.3/18
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1 chall pmmulgaté such regulations and orders as way Lo
2 necessary o carry out this section,
3 (e) EFRBCTIVR DATR.—The provisions of subssstions
4 (a) through (0) shall take effeot upon the effective date
S of the regulations promulgated underl,aubaeation (d).
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The U.S. & International Tobacco Trade: A Perspective

The U.S. is one of the largest tobacco producing and exporting countries in the
world. The value of the U.S. tobacco crop in 1995 was about $2.3 billion, or
2.7% of cash crops. The value of shipments by tobacco manufacturers was about
$33 billion. The value added in tobacco manufacturing — income earned by labor,
capital and other factors of production engaged in manufacturing - was about
$24.7 billion. Consumers spent $47.2 billion on tobacco products; this was about
1% of consumer expenditures.

From a global perspective, the U.S. produced 11% of the world’s tobacco and
accounted for approximately 13% of the tobacco that moved into international
trade in 1996. For 1994-96:

o U.S. exports of tobacco leaf have been between $1.3-1.4 billion annually.
Tobacco is produced by an estimated 124,000 farmers in the U.S. Almost
40% of the tobacco grown is exported, with a farm value of over $1 billion.
Exports of finished tobacco products have been between $5.0-5.3 billion per
year. Cigarettes are major tobacco export items, accounting for over 80% of
total tobacco exports. In 1996, 760 billion cigarettes were produced in the
U.S.; approximately one-third of these were exported (containing 50,000
tons of U.S.-grown tobacco with a farm value of over $200 million).

. Imports of tobacco leaf varies more widely: $692 million in ‘94, $555 million
in ‘95 and $1.1 billion in 1996. Some 35% of imports are of oriental-type
tobaccos primarily from Greece and Turkey and not grown in the U.S.
Imports of competing tobaccos - including those from major competitors
such as Brazil, Argentina, Zimbabwe and Malawi — are limited to about
150,000 tons by a tariff rate quota. Although the quota has not been filled
since becoming effective in September 1995, it is expected that most
suppliers will fill their portion of the quota in the future. Imports in excess of
the quota are assessed a 350% duty, though most of this can be drawn
back if the tobacco is included in cigarettes that are exported. U.S. imports
of finished product were only about $280 million in 1996.

The international tobacco trade is a major source of U.S. farm income and
contributed $5.3 billion to the U.S. balance of payments in 1996. However, there
has been a net long term trend downward in the U.S. share of global tobacco leaf
production and trade (the 1996 figures for production and trade are down from
20% and 30%, respectively, in 1970) as other major producing and exporting
countries have increased their output and exports of leaf tobacco.

o According to the WHO (1996), there are 1.1 billion smokers in the world -
about one-third of the world’s population aged 15 and over. The vast
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majority of these are in developing countries (800 million), and most are men
(700 million). In China (which prohibits the import of U.S. tobacco), there
are some 300 million smokers — about the same as in all the developed
countries combined. About one-third of regular smokers in developed
countries are women, compared to only about 1-in-8 in LDCs.

Despite a downward trend in global share of leaf production and trade, foreign
markets are growing - and are the major source of growth for the U.S. cigarette
industry.

International sales will continue to grow, despite the increasing tobacco control
efforts in the U.S., because there is increased access to markets that were
previously closed. Further international sales growth may come from increased per
capita consumption in developing countries as a consequence of higher disposable
incomes, more aggressive marketing and innovative packaging. However, many
countries, including developing countries, have regulations governing advertising
and the labeling of cigarette packages due to health considerations.

. 96% of all smokers live outside of the U.S. (though the U.S. accounts for
approximately 9.2% of global consumption), with Asia being the largest
market: China alone is estimated to account for 33% of all cigarettes
smoked. Asian countries have male smoking rates up to 70%, compared to
around 28% in the U.S.

As of 1993, according to WHO figures, most of the tobacco manufacturing
industry is controlled by a small number of state monopolies and multinational
corporations. The largest of these is China’s state industry which sold 1,700 billion
cigarettes — 31% of the global market, about the same as the three largest
multinationals combined. The U.S. is the second largest producer of cigarettes,
accounting for 13% produced (by count) in 1995.

While dominating the domestic markets, selling half of the cigarettes sold in the.
U.S., foreign sales (including exports) accounted for more than half of Phillip
Morris’ $68 billion in 1996 revenues, “primarily due to demand for cigarettes in
markets not as attuned to the health risks of smoking as the United States,”
according to the Journal of Commerce. A settlement leading to less domestic
smoking in the U.S. may result in greater export capacity, according to another
industry analyst, although this is downplayed by Philip Morris which notes that
some 75% of cigarette sales by volume already is exported and that “overseas
tobacco is ‘our star business.’” RJR, the second largest firm, with about a quarter
of the U.S. market, has about 40% of its net sales abroad.

Companies operating overseas also do not face the same obstacles and legal
liabilities — through product liability suits, with large contingency fees and punitive
damage awards, for example - faced in the U.S. Indeed, many countries are



dependent on the tobacco industry for employment and for tax revenue and are
therefore hesitant to act against smoking.

o In India, the world’s third largest producer and consumer of tobacco, tobacco
contributes 10 percent of the total revenue collected through excise duties;
some 6 million farmers and farm hands are engaged in the tobacco industry,
directly or indirectly.

Tobacco is also a major source of export revenue for several developing and
transition economy countries.

o Tobacco exports accounted for 64.1% of Malawi’s foreign exchange
earnings in 1993. Other top earners (by percentage) include Zimbabwe
(23.5%), Albania (7.2%) and Bulgaria (4.4%).

Tariff and non-tariff barriers (from state monopolies) and threats (e.g., to
intellectual property) continue to challenge U.S. tobacco companies in these
markets, however.

. China’s nearly 240% tariff on cigarette imports has helped to limit
- foreigners’ market share to between 4-6% - not counting sales through
Hong Kong and the considerable smuggling that takes place.

The negative health impacts of smoking are also global in nature. Tobacco use is a
major source of mortality outside of the United States: of the current 3 million
tobacco related deaths annually, 85% occur outside of the U.S. The World Health
Organization (WHO) predicts that the nhumber of deaths will increase to 10 million
per year worldwide by 2025, with 70% of these deaths occurring in developing
countries.

. The global burden of disease (in terms of premature death and disability)
attributable to tobacco, according to a World Bank/WHO report, is expected
to outweigh that caused by any single disease, with a 9% share of the total
disease burden by the year 2020.

The costs in terms of lost productivity and additional health care expenditures as a
consequence of smoking are substantial.

] Tobacco use is a major drain on the world’s financial resources, with a global
net loss of $200 billion/year, according to a World Bank estimate.

Much of this is borne by countries ill prepared to shoulder the cost.

July 9, 1997
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U.S. International Tobacco Policies: An Overview

Trade Policy

Current U.S. tobacco export policy is to not object to tobacco control interventions
by foreign governments, either existing or proposed, which are based on sound
public health principles and follow the principle of “national treatment,” that is, if
they are applied in a non-discriminatory manner to both imported and domestic
tobacco products. The U.S. trade policy coordination committee structure (TPRG
and TPSC), chaired by USTR, has involved the HHS and EPA since early in the
Clinton Administration to ensure that these health-oriented agencies are involved in
the determination and implementation of trade policy, including those relating to
tobacco products.

Staff of USTR and HHS have worked together to develop a statement of policy on
the appropriate relationship between the trade and health policy objectives in
addressing trade issues relating to U.S. tobacco and tobacco products. The
policy’'s thrust is that the U.S. treats as presumptively valid any foreign country’'s
non-discriminatory health policy measures intended to reduce tobacco consumption
that do not contravene either national treatment or “most favored nation” (MFN)
principles. USTR does not object,to foreign countries’ adoption or enforcement of
measures necessary to protect public health, including advertising and promotion
restrictions. However, USTR reserves the right to object to such measures when
they are discriminatory.

The Office of Consumer Goods (OCG) within the Department of Commerce
provides industry analysis to the tobacco industry and industry advocates within
the context of trade negotiations. OCG's industry analysis has focused on
determining the competitiveness of U.S. tobacco products in world markets. Most
efforts occurred during the 1980s in Section 301 actions during the negotiation of
market-opening trade agreements with Japan, Korea, Thailand and Taiwan. More
recent activities have focused on Taiwan’s accession to the WTO regarding the
privatization of Taiwan’s government-owned tobacco and wine monopoly. There
have been limited discussions about leaf tobacco in the context of the China market
access negotiations.

The Foreign Agricultural Service (FAS) of the Department of Agriculture collects,
compiles, analyzes and publishes information and data related to world production,
consumption and trade in tobacco. The information and analysis services other
USG agencies, the U.S. tobacco farming sector, industry, as well as other interests
(including the health sector). The world situation and outlook analysis is utilized in
the administration of the no-net-cost U.S. farm policy program concerning tobacco.
FAS is also involved in market access and other trade policy issues to assure U.S.
tobacco fair access to foreign markets, as well as issues concerning foreign access



to the U.S. market.

The State Department and the Department of Commerce, through our embassies
overseas, promote the adherence by other nations to bilateral and multilateral trade
rules and agreements to address issues around unfair treatment or discrimination by
a foreign government. A question that emerges is the discretion to defend U.S.
industry in tobacco trade negotiations and disputes. In negotiations with other
countries — regarding WTO accession, for example — tobacco may or may not be on
the list of items for possible tariff reduction. Tobacco could wind up on the table
during the course of negotiations even if U.S. policy was to ignore high tariffs or
non-tariff barriers to tobacco in trade negotiations.

Issues for discussion: Should U.S. trade policy be revised to limit further the
circumstances in which trade officials will take action to enhance market
access (e.g., tariff and non-tariff barriers) for tobacco and tobacco products?
Are there any legal constraints on the ability to do so? Would these
constraints, if any, be less significant were tobacco no longer legally traded
within the United States?

Export and Investment Promotion

The State Department and the Department of Commerce, through our embassies
overseas, in general are willing to intervene on behalf of any U.S. company,
including tobacco growers or cigarette manufacturers, to provide access to a
foreign government and in commercial advocacy efforts involving the industry.

Commerce is surveying its international offices to determine the extent to which
U.S. tobacco companies seek its services. The search has uncovered no
promotional activities for the U.S. tobacco industry and only limited instances of
advocacy on issues such as taxes, import restrictions and illegal imports. USDOC
General Counsel is not aware of any statutory, administrative or Departmental
restrictions on its assistance to the tobacco industry.

Tobacco is no longer included in market development and export credit programs
administered by the FAS. The Agriculture, Rural Development, Food and Drug
Administration and Related Agencies Appropriations Act of 1994 precludes the use
of funding made available to the FAS and the Office of the General Sales Manager
to promote sales of tobacco abroad; Foreign Market Development (FMD) and
Market Promotion Program (MPP) funding for tobacco had been limited to trade
servicing and technical assistance and did not include consumer promotion. No
GSM-102 Export Credit Guarantees have been allocated to tobacco since 1989 and
tobacco has not been sold under the PL-480 direct credit program since the early
1980s. Tobacco was never included in the Export Enhancement Program.
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Issue for discussion: The activities of U.S. Ambassadors and their Foreign and
Commercial Services staffs in commercial advocacy efforts involving the
tobacco industry should be consistent with U.S. Government treatment of
tobacco companies domestically. State proposes that guidelines be issued to
posts allowing Department of State and Department of Commerce
involvement in marketing and/or export promotion of tobacco and tobacco
products only to the extent that firms are engaged in activities that would be
permitted in the United States. These guidelines would only affect the
involvement of the U.S.. Government and not affect the tobacco companies’
rights and obligations to conform to the tobacco marketing and other health
regulations of the foreign government.

Export and Investment Financing

Export-import Bank support is available to assist in the export of tobacco and
tobacco related products - there are no explicit prohibitions on any of these
products. Ex-Im does not pick or distinguish the support it provides based on
industry sector, but rather responds to the demand for financing support from the
market that meet its criteria, i.e., that foreign credit risk prevents private lenders
from participating without Ex-Im assistance and/or USG assistance is needed to
neutralize financing offered by a foreign government.

Since January 1988, Ex-Im has provided support for tobacco and related products
through its short and medium-term export credit insurance programs. Specifically,
Ex-Im has offered support in a total of five transactions with a total value of only
$2.75 million, with the most recent authorization having occurred in 1992. Of
these transactions, three (valued at $1.75 million) involved the export sale of
tobacco curing and processing equipment; the other two probably supported some
tobacco products, though this is not clear from the exporter’s insurance policy
which referenced “food, wine, spirits and tobacco.”

The Overseas Private Investment Corporation (OPIC) reviews on a case-by case
basis proposed projects involving the growing or processing of tobacco. In
considering applications for OPIC support of such projects, OPIC considers the
public health and related economic consequences of tobacco consumption, as well
as the project-related developmental and U.S. economic effects. OPIC has not
assisted any projects involving the growing of tobacco or the processing of tobacco
products since this policy was articulated in the mid-1980s.

Issue for discussion: Explicitly including health and safety concerns into credit
support decisions, including the costs imposed by tobacco consumption, may
be appropriate. A broader prohibition of official support for tobacco and
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tobacco-related exports and investments might also be warranted, though
the practical benefit of such a prohibition would be minimal.

International Development Policy

The Foreign Assistance Appropriations Act, for several years, has included the
“Bumpers’ Amendment” [Section 513(b) in the 1997 Act] which generally prohibits
USAID from expending funds on programs which support the production of
agricultural commodities for export that could compete with U.S. agricultural
exports. USAID’s development programs, therefore, normally do not involve or
relate to tobacco production. '

(In Malawi, however, USAID has a program designed to develop policies which
could liberalize agricultural production and marketing, and thereby increase the
incomes of small-scale farms. Because tobacco is so important to the rural
economy of Malawi, this initiative (which received a special exception) could not do
much in the agricultural production arena without dealing in some way with that
crop.)

Issues for discussion: What are the policy issues raised by including tobacco and
tobacco products as eligible under the Generalized System of Preferences
(GSP)? How would their removal effect the Administration’s Africa
initiative? What is the trade-off between the economic development and
public health considerations?

Of the five multilateral development banks (MDBs), the World Bank has the most
comprehensive policy regarding the growing and sale of tobacco. Pursuant to the
policy adopted by its Board in 1992, the Bank will not lend directly for, invest in or
guarantee loans for tobacco production, processing or marketing; lend indirectly for
tobacco production activities; or finance imports of unmanufactured and
manufactured tobacco, tobacco processing machinery and equipment or related
services.

Exceptions may be allowed for countries that are heavily dependent on tobacco as
a source of income (especially poor farmer and farm workers) and foreign
exchange. The Bank’s policy is to help such countries to diversify away from
tobacco, and no exceptions have been granted in recent years. Of the regional
MDBs, the European Bank for Reconstruction and Development has a 1991
management policy that it will not finance investments in the tobacco industry or
.imports of tobacco. The African, Inter-American and Asian Development Banks do
not have formal policies on tobacco but, in practice, do not support the local
tobacco industry.

Issue for discussion: A more formal USG statement of policy regarding




tobacco-related development financing would clarify any policy ambiguities.
International Health Policy

The MDBs, through Treasury Department-led policy coordination and budgetary
support, are supportive of public health efforts to promote education and help
counter the effects of tobacco use. The State Department supports international
health and educational programs in the United Nations systems. The UN’s
Economic and Social Council will discuss this month strategies by which member
states can curtail smoking and other uses of tobacco.

o Through its International Organizations (ClO) account, State contributes over
$150 million annually to the regular budgets of the World Health
Organization (WHO) and the Pan American Health Organization (PAHO), both
of which have small tobacco education and research programs. Another
$1.7 million goes to the International Agency for Research on Cancer which
devotes a significant part of its activities to the connection between tobacco
and cancer. :

USAID’s international health focus is on maternal and child health but does not
include tobacco-related health programs. According to UNICEF, an estimated 300
million of today’s children and teen-agers will eventually die of tobacco-related
illness, a third of them in developing countries; the total is projected to rise
significantly, with the developing world’s share of deaths doubling within 30 years.

EPA is working to reduce the exposure to environmental tobacco smoke (ETS) of
infants and young children whose parents smoke, since they are most seriously
effected by this exposure.

o EPA’s 1992 risk assessment estimated that ETS exposure is responsible for
between 150-300,000 lower respiratory tract infections in infants and
children under 18 months of age annually in the U.S., while 200,000 to 1
million asthmatic children per year have their condition made worse by
exposure to ETS.

Coordination with the environment ministries of the Eight resulted in the recent
Denver Summit call for a reduction in children’s exposure to ETS. HHS provided
technical assistance to EPA as part of this initiative. HHS also provides technical
and scientific support to the WHO's Tobacco or Health Program through a
cooperative agreement with the Centers for Disease Control and Prevention (CDC).
This includes support for the core program components of the WHO Tobacco or
Health Plan of Action, 1996-2000.

. Currently, WHO invests approximately $1 million for tobacco control
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activities. In addition, HHS contributes $150,000 to WHO through a
CDC-cooperative agreement. -

HHS serves as the only WHO Collaborating Center for Tobacco designated for
North America and, in collaboration with WHO, is developing a global network of
clearinghouses on tobacco prevention and control that will include the six WHO
Regional Offices, the nine WHO Collaborating Centers on Tobacco or Health, other
WHO-related collaborating centers, tobacco-related clearinghouses, and other
electronic information systems. HHS is also involved in economic analyses of
tobacco use through the World Bank, and in promoting public health education
about the effects of tobacco use through UNICEF, the NIH-CDC-PAHO Secretariat
for Latin America and the Tobacco Control Commission of Africa; bilateral efforts
with Mexico, Poland, India, Russia, Canada and other nations; and through
participation in numerous conferences and symposia, including many involving
tobacco control and regulatory issues.

Issue for discussion: Some proceeds from a settlement could be used to promote
additional international health measures through the WHO, the MDBs and
other bilateral and multilateral fora.

Last month, HHS participated in a preparatory meeting which involved discussions
on formulating a consultative group to define and promote the objectives of an
International Framework Convention on Tobacco Control pursuant to a World
Health Assembly resolution adopted in May 1996. This resolution recognized that
tobacco, although controlled by various legislation and restrictions in many
countries, is produced, promoted and used legally in practically all parts of the
world. The purpose of the framework strategy is to encourage nations to adopt
comprehensive tobacco control policies to reduce the global incidence of premature
death and disability due to tobacco.

Issue for Discussion: While supportive of efforts in the UN system to limit the use
of tobacco, the U.S. abstained from the World Health Assembly resolution
authorizing the new convention (confident that it would pass anyway),
‘primarily because of fears that it would not be ratified by the Senate and that
resources devoted to its negotiation therefore would be wasted. As part of
the current policy review, the USG should reconsider the level of political
support given to this endeavor.

July 9, 1997
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On the streets of Manila, "jump boys" as young as 10 hop in and out of
traffic selling Marlboros and Lucky Strikes to passing motorists. In the discos
and coffee shops of Seoul, young Koreans light up foreign brands that a decade
ago were illegal to possess. Downtown Kiev has become the Ukrainian version of
Marlboro Country, with the gray socialist cityscape punctuated with colorful
billboards of cowboy sunsets and chiseled faces. And in Beijing, America's
biggest tobacco companies are competing for the right to launch cooperative
projects with the state-run tobacco monopoly in hopes of capturing a share of
the biggest potential market in the world.

Throughout the bustling cities of a newly prosperous Asia and the ruined
economies of the former Soviet Bloc, the American cigarette is king. It has
become a symbol of affluence and sophistication, a statement and an aspiration.

At home -- where the American tobacco industry is besieged by anti-smoking
activists, whistle-blowers, government regulators, grand juries and plaintiffs’
lawyers -- cigarette consumption has undergone a 15-year decline. Thanks to
foreign sales, however, the companies are making larger profits than ever
before.

But the industry did not launch its campaign for new overseas markets alone.
The Reagan and Bush administrations used their economic and political clout to
pry copen markets in Japan, South Korea, Taiwan, Thailand and China for American
cigarettes. At a time when one arm of the government was warning Americans about
the dangers of smoking, another was helping the industry recruit a new
generation of smokers abroad.

To this day, many U.S. officials see cigarette exports as strictly an issue
of free trade and economic fairness, while tobacco industry critics and public
health advocates consider it a moral question. Even the Clinton administration
finds itself torn: It is the most vocally anti-smoking administration in U.S.
history, yet it has been in the uncomfortable role of challenging or delaying
some anti-smoking efforts overseas.

At the same time, fledgling anti-smoking movements are rising up with support
from American activists, passing restrictions that in some cases are tougher
than those in the United States.
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Having exported its cigarette industry, the United States is now in effect
exporting its anti-smoking movement as well.

Just as the industry's overseas campaign has produced new smokers and new
profits, it has also produced new consequences. International epidemiologist
Richard Peto of Oxford University estimates that smoking is responsible for 3
million deaths per year worldwide; he projects that 30 years from now the number
will have reached 10 million, most of them in developing nations. In China
alone, Peto says 50 million people who are currently 18 or younger eventually
will die from smoking-related diseases. "In most countries, the worst is yet to
come, " he warned.

Asia is where tobacco's search for new horizons began and where the industry
came to rely most on Washington's help. U.S. officials in effect became the
industry's lawyers, agents and collaborators. Prominent politicians such as
Robert J. Dole, Jesse Helms, Dan Quayle and Al Gore played a role. "No matter
how this process spins itself out," George Griffin, commercial counselor at the
U.S. Embassy in Secul, told Matthew N. Winokur, public affairs manager of Philip
Morris Asia, in a "Dear Matt" letter in January 1986, "I want to emphasize that
the embassy and the various U.S. government agencies in Washington will keep the
interests of Philip Morris and the other American cigarette manufacturers in the
forefront of our daily concerns." .

U.S. officials not only insisted that Asian countries allow American
companies to sell cigarettes, they also demanded that the companies be allowed
to advertise, hold giveaway promotions and sponsor concerts and sports events in
what critics say was a blatant appeal to women and young pecple. They regularly
consulted with company representatives and relied upon the industry's arguments
and research. They ignored the protests of public health officials in the United
States and Asia who warned of the consequences of the market openings they
sought. Indeed, their constant slogan was that health factors were irrelevant.
This was, they insisted, solely an issue of free trade.

But then-Vice President Quayle suggested another motive when he told a North
Carolina farming audience in 1990 that the government also was seeking to help
the tobacco industry compensate for shrinking markets at home. "I don't think
it's any news to North Carolina tobacco farmers that the American public as a
whole is smoking less, " said Quayle. "We ought to think about the exports. We
ought to think about opening up markets, breaking down the barriers."

A handful of American health officials vigorously opposed the government's
campaign, yet were either stymied or ignored. "I feel the most shameful thing
this country did was to export disease, disability and death by selling our
cigarettes to the world," said former surgeon general C. Everett Koop. "What the
companies did was shocking, but even more appalling was the fact that our own
government helped make it possible."

Waging the War

Clayton Yeutter, an affable, high-octane Nebraska Republican with a wide
smile and serious political aspirations, came to the Office of the U.S. Trade
Representative in 1985 with a mission: to put a dent in the record U.S. trade
deficit by forcing foreign countries to lower their barriers against American
products.
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Yeutter (pronounced "Yi-ter") took office at a time when Washington was on
the verge of declaring a trade war against some of its staunchest allies in the
Far East. Asian tigers such as Japan, South Korea, Taiwan and Thailand were
running up huge trade surpluses with the United States on goods ranging from
T-shirts to computer chips to luxury sedans. The U.S. annual trade deficit in
1984 totaled a record $ 123 billion. Congressional Democrats proposed a 25
percent surcharge on products from Japan, Taiwan, South Korea and Brazil, while
the House and Senate overwhelmingly approved resclutions calling for retaliation
against Japan if it didn't increase its purchases of exports.

In heeding that warning, the Reagan administration turned to a small, elite
and little-known federal agency. The Office of the U.S. Trade Representative
(USTR) had only 164 permanent employees, but it enjoyed cabinet-level status and
a self-styled, half-joking, half-serious reputation as "the Jedi knights of the
trade world." Operating out of the four-story, Civil War-era Winder Building on
17th Street NW, USTR's staff was known for its dedication and aggressiveness.
Most staff members came from departments such as Commerce, State and
Agriculture, and they saw the trade rep's office as a place where they could
practice their craft free from the fetters of larger, more rigid bureaucracies.
They worked long hours and displayed a fierce loyalty to each other and the
agency they served.

In 1985 they got a new boss to match their mood. Yeutter had worked as a
deputy trade representative during the Ford administration, then went on to
become president of the Chicago Mercantile Exchange. He came back to Washington
with an eye toward using USTR as a launching pad for becoming a U.S. senator,
secretary of agriculture or even vice president, according to friends. Yeutter
was not a member of Ronald Reagan's inner circle, and he was eager to show the
president what he could do. "They told me they needed a high-energy person," he
recalled in an interview. "I told them I was ready to hit the ground running."

Yeutter knew that USTR had a weapon in its arsenal that was tailor-made for
softening up recalcitrant trading partners. Section 301 of the 1974 Trade Act
empowered USTR to launch a full-scale investigation of unfair trading practices
and required that Washington invoke retaliatory sanctions within a year if a
targeted government did not agree to change its ways. Launching a 301 was like
setting a time bomb: both sides could hear the clock ticking.

Yeutter had no trouble persuading the administration to allow him to use

Section 301 aggressively. "There was a lot of momentum for attempting something
new, " he said.

The U.S. tobacco industry had been trying for years to get a foothold in
these promising new Asian markets. In 1981 the big three -- Philip Morris Inc.,
R.J. Reynolds Tobacco Co. and Brown & Williamson -- had formed a trade group
called the U.S. Cigarette Export Association to pursue a joint industry-wide
policy on the issue. But the companies had felt frustrated during the first term
of the Reagan administration.

Japan, the West's second largest market for cigarettes, remained virtually
closed to American brands due to high tariffs and discriminatory distribution.
South Korean law effectively made it a crime to buy or sell a pack of foreign
cigarettes. Taiwan and Thailand remained tightly shut. All of these countries

u
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but Taiwan were signatories to the General Agreement on Tariffs and Trade, and
Taipei hoped to join soon. Yet each appeared to violate free trade principles.

"In international trade terms, it's really very rare that the issues are so
clear-cut and so blatant," recalled Owen C. Smith, a Philip Morris foreign
trade expert who serves as president of the association. "These countries were
sitting with published laws which on their face discriminated against American
preoducts. It was an untenable situation. . . . These were, frankly,
open-and-shut cases."

When Yeutter and his staff looked at the cigarette business in these
countries, they saw blatant hypocrisy. Each Asian government sought to justify
its ban on imported cigarettes in the name of public health, yet each had its
own protected, state-controlled tobacco monopoly that manufactured and sold
cigarettes -- and provided large amounts of tax revenue to the government. The
state companies' marketing techniques were in many ways just as cynical as those
of the American companies. In Taiwan, for example, the most popular state brand
was called Long Life. These were classic, state-run companies; bloated and
inefficient, they produced overpriced, low-quality and poorly marketed
cigarettes that could never compete with jazzier American brands in free
competition.

Health was simply a smoke screen, Yeutter quickly decided, raised by
recalcitrant foreign governments hooked on cigarette profits. "I would have had
no problem with Japan or Korea or Taiwan putting up genuine health
restrictions," he insisted. "But that's not what these governments were doing.
They were restricting trade, and it was just blatant."

What Yeutter didn't seem to appreciate was that the very flaws of the
state-run monopolies were exactly what a doctor might have ordered: Their high
price and poor quality had helped limit smoking mostly to older men who had the
money and taste for harsh, tar-heavy local brands. The monopolies seldom, if
ever, advertised and did not target the great untapped markets of women and
young people. Per capita sales remained low in every country except Japan. From
a public health standpoint, maintaining the monopolies was far preferable to
opening the gates to American companies with their milder blends and
state-of-the-art marketing.

"When the multinational companies penetrate a new country, they not only sell
U.S. cigarettes but they transform the entire market," said Gregory Connolly, a
veteran anti-smoking activist who heads the Massachusetts Tobacco Control
Program. "They transform how tobacco is presented, how it's advertised, how it's
promoted. And the result is the creation of new demand, especially among women
and young people."

Connolly, who traveled widely through Asia, documented how American companies
skirted advertising restrictions by sponsoring televised rock concerts and
sporting events, placing cigarette brands in movies and lending their brand
names to non-tobacco products such as clothing and sports gear. A Madonna
concert in Spain became a "Salem Madonna Concert" when televised in Hong Kong,
while the U.S. Open tennis tournament in New York became the "Salem Tennis Open"
in Malaysia. Tennis stars Pat Cash, Michael Chang, Jimmy Connors and John
McEnroe appeared in live matches in Malaysia sponsored by RJR.

"
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None of this troubled Yeutter and his trade warriors. They saw foreign
advertising restrictions as one more form of trade discrimination. The
interagency committee that advised Yeutter on the issue consisted of
representatives from State, Agriculture, Commerce, Labor and Treasury, but not
from Health and Human Services. There was no one with a public health or tobacco
control background to argue that there was a link between advertising and
health.

The companies convinced Yeutter t hat helping them sell cigarettes meant
helping American trade. They produced studies showing that aside from heavy
aviation parts, cigarettes were America's most successful manufactured export in
terms of the net balance of trade. They estimated that cigarette exports --
largely to Western Europe and Latin America -- accounted for 250,000 full-time
jobs in the United States and contributed more than $ 4 billion to the positive
side of the trade ledger.

The industry also turned up the political heat. In a January 1984 letter to
an official in the Commerce Department, Robert H. Bockman, then director of
corporate affairs for Philip Morris Asia, described trade barriers against his
company's products in South Korea. He then went on to discuss what he called
"the politics of tobacco in this election year. Attached please find a listing
of the 1980 election results in the major tobacco-growing areas in the United
States. You will note that the margin of victory for the president [Ronald
Reagan] was narrow in some key areas."

Jesse Helms (R-N.C.), who at the time chaired the Senate Agriculture
Committee, also intervened. In July 1986 Helms wrote to Japanese Prime Minister
Yasuhiro Nakasone congratulating him on his recent election victory and pointing
out that American cigarettes accounted for less than 2 percent of the Japanese
market. "Your friends in Congress will have a better chance to stem the tide of
anti-Japanese trade sentiment if and when they can cite tangible examples of
your doors being opened to American products," wrote Helms. "I urge that you
make a commitment to establish a timetable for allowing U.S. cigarettes a
specific share of your market. May I suggest a goal of 20 percent within the
next 18 months."

At Yeutter's urging, Reagan decided not to wait for a formal filing from the
industry against Japan. Instead, for the first time the White House filed three
301 complaints with USTR in September 1985, one of them against Japanese
restrictions on the sale of U.S. cigarettes.

According to the USTR log of the case, U.S. officials presented a lengthy
questionnaire at their opening session with Japanese trade representatives,
demanding detailed data on the Japanese market. Meanwhile, other U.S.
bureaucrats began drawing up lists of products for possible retaliation -- all
part of what one negotiator called the "ratcheting-up process."

Japanese negotiators hung tough over the course of 14 sessions. Joseph A.
Massey, who was in charge of trade negotiations with Japan, recalled they argued
that Japan Tobacco, the state-run cigarette monopoly, was too inefficient to
withstand U.S. competition, and that in any case the Americans should continue
the previous long-standing practice of giving Japan an indefinite time period to
comply.
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Massey recalled one other unusual aspect of the negotiation: Industry
representatives from both sides sat in on bargaining sessions. "The Japanese
insisted that Japan Tobacco should be in the room," he said. "We said, 'If
that's the case, there needs to be parallelism.' . . . They did not sit at the
table. They sat quietly along the back wall." :

Finally in late September 1986, a year after the 301 complaint was filed,
Yeutter received a phone call at his McLean home late one evening from Japanese
Finance Minister Kiichi Miyazawa. The minister wanted more time, but Yeutter was
unrelenting. He recalls telling Miyazawa that the completed retaliation
documents were to be forwarded to the White House the following day. "I said,
'I'm sorry, Mr. Minister, but your government has run out of time,' " Yeutter
recalled.

Within days the Japanese capitulated, signing an agreement allowing in
American-made cigarettes. By giving in on such a politically well-connected
product as cigarettes, Japanese commentators said, Tokyo hoped to buy time on
other trade issues. It was, commented the Asahi Shimbun newspaper, a "blood
offering."

And so Japan was transformed into a battleground for the world's biggest
tobacco companies. Philip Morris aimed at Japanese women with Virginia Slims;
Japan Tobacco fought back with Misty, a thin, mild-blended cigarette. When RJR
wooed young smokers with Joe Camel, JT countered with Dean, named after fabled
actor James Dean. Cigarettes became the second most-advertised product on
television in Tokyo -- up from 40th just a year earlier.

Today, imported brands control 21 percent of the Japanese market and earn
more than $ 7 billion in annual sales. Female smoking is at an all-time high,
according to Japan Tobacco's surveys, and one study showed female college
freshmen four times more likely to smoke than their mothers.

Yeutter and his colleagues insisted they had done nothing for tobacco they
would not have done for any other industry. But the fact remained that at a time
when the United States could not overcome Japan's resistance on a brocad range of
exports -- from beef to cars to supercomputers -- U.S. cigarettes flourished,
thanks to the perseverance of the trade warriors.

Into South Korea

The next target was South Korea, which had a $§ 1.7 billion domestic tobacco
market. The U.S. tobacco industry filed a 301 complaint against Seoul in January
1988, and USTR initiated its investigation a month later. South Korea's state
cigarette monopoly had done little advertising over the years, and a few months
before the 301 case, the Seoul government had formally outlawed cigarette ads.
But the United States insisted on defining "fair access" as including the right
to advertise.

Even before the formal complaint was filed, tobacco state lawmakers and their
allies had supported opening South Korea's market. Senators Dole (R-Kan.) and
Helms and 14 others -- including Gore, then a senator from Tennessee -- wrote to
South Korean President Chun Doo Hwan in July 1987 demanding that tobacco
companies be allowed "the right to import and distribute without discriminatory
taxes and duties, as well as the right to advertise and promote their products.'
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The companies did their own work as well. RJR hired former Reagan national
security adviser Richard Allen to lobby the government in Seoul and give the
company more influence than its corporate rivals. Philip Morris gave a $ 250,000
contract to former White House aide Michael Deaver, who hired two former USTR
officials and later obtained a $ 475,000 lobbying contract with the South Korean
government, according to testimony at his 1987 trial for perjury. (Deaver was
convicted of lying to Congress about his lobbying activities after he left the
White House.)

In May 1988 Seoul formally agreed to open its doors to American brands. The
deal allowed cigarette signs and promotions at shops, 120 pages of
advertisements in magazines and cigarette company sponsorship of social,
cultural and sporting events. Cigarettes quickly became one of the most heavily
advertised products in South Korea; from no advertising in 1986, American
tobacco companies spent $ 25 million in 1988. Student activists, anti-smoking
groups, the South Korean consumers' union and the local cigarette retail
association all staged protests against "tobacco imperialism" and boycotted
American cigarettes, and the companies accused the state cigarette monopoly of
constant violations of the agreement. Still, within a year, American companies
had captured 6 percent of the market.

USTR also made fast work of Taiwan. On the heels of the Japanese agreement,
Taiwan had agreed in October 1985 to liberalize barriers to wine, beer and
cigarettes. But a year passed and the market remained effectively closed. Reagan
then ordered Yeutter to propose "proportional countermeasures," while U.S.
officials threatened to oppose Taiwan's application for membership in GATT.

"Since Taiwan wasn't a GATT member, we were not under GATT constraints," said
a senior USTR negotiator. "I hate to say it, but you can do whatever you want
with Taiwan and Taiwan knows it. They're much more vulnerable than other
countries."

Six weeks after Reagan's order, Taiwan folded. "The atmosphere in the
negotiations was very bad for us," recalled Chien-Shien Wang, then deputy
minister of commerce, who was Taiwan's chief negotiator. "We were told the U.S.
had lost patience with us and was about to put us on the 301 list. So we had no
choice but to agree."

While some USTR officials now concede they were uneasy about using their
power on behalf of America's most controversial industry, they say they had no
choice.

"For us it was an issue of, it's a U.S. product and it deserves fair market
access, " said Robert Cassidy, the current assistant U.S. trade representative
for Asia and the Pacific. "There are lots of products people here might prefer
not to pursue -- I myself didn't much like exporting machines to manufacture
bullets. But that's not the issue. The issue was, is this discriminatory
treatment or not?"

Following the agreement, consumption of imported cigarettes in Taiwan soared.
According to one industry trade journal, foreign brands went from 1 percent of
annual cigarette sales to more than 20 percent in less than two years, while
state-manufactured brands declined accordingly. RJR sponsored a dance at a
Taipei disco popular with teenagers and offered free admission for five empty
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packs of Winstons. Studies by Taiwanese public health specialist Ted Chen, now a
professor at Tulane University Medical Center, tracked a steadily rising rate of
smoking among high schoolers.

The Anti-Smoking Crusade

The 301 cases were a boon to the industry. The Boston-based National Bureau
of Ecconomic Research estimated in a recent report that sales of American
cigarettes were 600 percent higher in the targeted countries in 1991 than they
would have been without U.S. intervention. In 1990, after he became secretary of
agriculture, Yeutter told a news conference, "I just saw the figures on tobacco

exports here a few days ago and, my, have they turned out to be a marvelous
success story."

The tobacco companies insist that the government's efforts merely allowed
them to gain a fair share of existing markets. But the National Bureau projected
that American entry pushed up average cigarette consumption per capita by nearly
10 percent in the targeted countries. The report said fiercer price competition
and sophisticated advertising campaigns had stimulated the increase.

Then-surgeon general Koop, a fierce critic of the industry, first heard about
the 301s when he visited the Japanese Health Ministry during a swing through the
Far East in the mid-1980s. "They greeted me with, 'What are you trying to do for
us? We will never be able to pay the medical bill,' " he recalled. "I had no
idea what they were talking about."

Koop soon found out that USTR was, in his words, "trading Marlboros for
Toyotas." But it took several years for anti-smoking activists to become
mobilized. In 1988 Koop attempted to hold a hearing on cigarette exports in his
Interagency Committee on Smoking and Health, but said he was advised a few days
before that the Reagan White House wanted him to drop the subject and uninvite

witnesses such as Judith Mackay, a prominent anti-smoking activist from Hong
Kong.

Koop refused. Officials from State and Commerce who had agreed to appear
suddenly withdrew, but Mackay and a parade of critics testified. She accused the
United States of waging "a new Opium War" against Asia, an allusion to Britain's
19th-century effort to force China to allow trade of the addictive drug.

When Yeutter learned of the criticism, he wrote to Koop to defend his record.
"T have never smoked, have no desire to do so and believe this addiction to be a
terrible human tragedy," he told Koop. "However, what we are about in our trade
relationships is something entirely different."

Koop found Yeutter's letter unconvincing. "I'm a firm believer in the
difference between a moral compromise and a political compromise," Koop said in
a recent interview. "I suppose Yeutter can say he was just doing his job, but
when you really are exporting death and disease to the Third World, that's a
moral compromise that I would never make."

During congressional hearings on the trade issue in May 1990, the
government's sole witness was Sandra Kristoff, then assistant trade
representative for Asia and the Pacific, who had negotiated the agreements with
South Korea and Taiwan and who vigorously defended USTR's role. She mocked the
idea of taking into account health issues in trade policy matters, saying such
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considerations might result in banning trade in cholesterol-laden cookies "or
hormones in red meat. . . . U.S. trade policy is not in the business of picking
winners or losers in terms of products."

After the hearing, two lobbyists for Philip Morris wrote a memo to their boss
praising her testimony. "The best witness we had was USTR Representative Sandy

Kristoff . . .," they wrote. "She was tremendously effective." Kristoff, who now
serves on the staff of the National Security Council, declined to be
interviewed.

Eyeing New Markets

When anti-smoking activist Gregory Connolly toured Asia in 1988 he was
astonished by how entrenched American cigarettes already had become. In Taipei
he discovered 17 billboards advertising foreign cigarettes within sight of a
local high school. In Bangkok he was shown student notebooks decorated with the
Marlboro logo. In Manila he took photographs of jump boys huddling in an alley
smoking Marlboros. Afterward, he protested to Filipino health activist Phyllis
Tabla: "You've got to do something about this!"

Her reply: "Don't lecture us! It's not us! It's you!"

Philip Morris was so delighted with the success of the 301 cases that when
Yeutter left USTR in 1989 to become secretary of agriculture in the Bush
administration, the company threw a celebration in his honor at the Decatur Club
here. When critics raised questions about the reception, Yeutter told the Senate
Agriculture Committee: "It's unfortunate that when people try to say thank you,
it becomes a potential conflict of interest issue, but that's the way the world
is these days."

Looking back, Yeutter said he now feels the reception was a mistake. "Philip
Morris shouldn't have done it," he said. "They were simply trying to be
gracious. . . . It simply was not good judgment on their part. And in retrospect
I probably should have done more to discourage it."

Today Yeutter practices international trade law from a corner office at Hogan
& Hartson, Washington's largest law firm. He also sits on the board of
British-American Tobacco (BAT), the British-based tobacco conglomerate that owns
Brown & Williamson, the Louisville-based cigarette manufacturer that was one of ’
the participants in the 30l1s. He insists he has not changed his mind about the
dangers of smoking. But cigarettes remain a legal product, and, he says, BAT is
an excellent, well-run company that he is proud to serve.

When Yeutter moved to Agriculture, incoming President Bush appointed Carla
Hills, a highly regarded lawyer and former housing and urban development
secretary, to succeed him at USTR. One canny political pro replaced another. And
USTR set its sights on opening more cigarette markets in Asia.

Next on the agenda was Thailand.
Conditions there were similar to those in Japan, South Korea and Taiwan: a
very promising market in a country undergoing explosive economic growth; a

state-run monopoly; tight restrictions on imported cigarettes; an advertising
ban purportedly based on health claims.
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After their success in Japan, South Korea and Taiwan, officials were highly
optimistic about Thailand.

The Thai Finance Ministry already was holding discussions about opening its
market.

Thailand, both U.S. officials and industry representatives agreed, would be
easy.

Only they were wrong. As they were about to find out, in pressing on into
Thailand, Washington and the industry had gone a country too far.

Research librarian Mary Lou White contributed to this report.

ABOUT THIS SERIES

This series of stories -- based on reporting in Bangkok, Beijing, Boston,
Hong Kong, Kiev, New York, Taipei and Washington -- focuses on American
tobacco's watershed move overseas. It is based on interviews with many of the
principals, government records and memos from the files of the U.S. government
and the tobacco industry, some of which have never been disclosed before.

Today: How the industry enlisted the Reagan and Bush administrations to break
open closed monopoly markets in Asia.

Monday: How one little country, Thailand, unexpectedly fought back and set
off a backlash that helped create a growing tobacco control movement in Asia.

Tuesday: How the companies have set their sights on the ruined economies of
the former East Bloc, where they have brought millions of investment dollars and
a take-charge enthusiasm to societies as starved for optimism as they are for
cash. :

Wednesday: How China with its 300 million smokers has become the supreme
battleground between the industry and the anti-smoking movement.

GRAPHIC: Photo, michael williamson; Illustration ; Photo, U.S. CIGARETTES BREAK
INTO ASIAN MARKETS At a time when one arm of the U.S. government was constantly
warning Americans about the dangers of smoking, and cigarette consumption
declined, another arm was helping American tobacco companies open Asian markets.
Officials claimed that only protective trade policies were at issue, not the
health consequences of enticing thousands of Asians to smoke American
cigarettes. As cigarette consumption in the United States declined, American
exports grew steadily. The World Health Organization estimates that 1.1 billion
people smoke, about one-third of the global population aged 15 and older.
Estimated number of smokers in millions: Developed countries Men 200 Women 100
Developing countries Men 700 Women 100 Leading international brands In billions
of cigarettes sold* outside the American market in 1994. Marlboro (Philip
Morris) 260 Mild Seven (Japan Tobacco) 127 Winston (R.J. Reynolds) 54 L&M
(Philip Morris) 40 Camel (R.J. Reynolds) 36 Benson & Hedges (PM/British American
Tobacco/AB)} 31 Gaulloise (Gaulloise) 31 Bond Street (Philip Morris) 27 SE555
(British American Tobacco) 25 Philip Morris (Philip Morris) 25 *Some of the U.S.
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brands are manufactured abroad. TARGETS OF AMERICAN CIGARETTE EXPORTS IN THE
1980s China S. Korea Japan Taiwan Thailand SOURCES: USDA, WHO, Philip Morris
Clothing and other paraphernalia that advertise U.S. cigarette brands are
symbols of sophistication and affluence throughout the newly opened markets in
Asia. Galloping market: A worker puts finishing touches on a giant billboard
advertising Marlboro cigarettes in Hong Kong. Trafficking in tobacco: A "jump
boy" prepares to hop into the street and try to sell packs of cigarettes to
passing drivers and pedestrians in Manila.
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Two years after the decision in the Thailand case, the Clinton administration
came into office promising a new approach to cigarette trade disputes: :
Washington no longer would go to bat automatically for the American tobacco
industry, or stand in the way of foreign governments imposing genuine health
restrictions on cigarettes.

The point man for the new policy was Clinton's trade representative, Mickey
Kantor. A California lawyer who had worked on tobacco litigation and whose firm
had represented Philip Morris Inc., Kantor came to office determined to
demonstrate his independence from the industry. "We will not challenge the
health-based regulations of other countries as [they] were challenged in the
past concerning tobacco products," he declared early on. *

But the old policy has proven more resilient and the administration more
ambivalent than public health activists had hoped. And in the case of a
controversial tobacco control law introduced in Thailand after the GATT ruling,
U.S. officials took the side of the industry -- a stand diametrically opposed to
that of the government's chief anti-smoking official.

In 1992 the Thai government enacted an ingredients-disclosure law that
requires tobacco companies to divulge the contents of their products. Its
purpose was to alert Thai smokers to possibly harmful additives that companies
use to boost flavor and, according to critics, increase the effect of addictive
nicotine.

Thai public health activists such as Prakit Vateesatokit and Hatai Chitanondh
have demanded since then that the companies disclose ingredients by brand -- and
Thailand's cabinet finally approved their proposal two months ago. But the
industry has waged an intense lobbying campaign against the measure, arguing
that such a detailed disclosure to the Thai government would fall almost
immediately into the hands of the Thai state tobacco monopoly, which could then
create its own versions of the American brands. Instead, the industry has
insisted on submitting only companywide lists of ingredients, as is required in
the United States.

The U.S. Embassy in Bangkok sided with the companies. "The chances of the
list being kept confidential are almost nil," cone diplomat said earlier this
year.
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In September 1993, at the industry's behest, David E. Lambertson, the U.S.
ambassador to Thailand, informed the Thai public health minister in a letter
that "the recipe of ingredients for a cigarette brand represents extremely
valuable intellectual property" and pleaded with him to accept a compromise
stipulating disclosure by company. And last year the embassy's economic
counselor forwarded to the Thai Council of State a 15-page report from Philip
Morris challenging the regulation.

But while the embassy was urging Bangkok to adopt the looser U.S. standard,
the director of the U.S. Office on Smoking and Health was advising Thai
officials to stick to their more stringent one. "We would recommend that you not
use the current U.S. law as an example in drafting regulations," Michael Eriksen
advised his Thai counterpart in an August 1992 letter. Eriksen said U.S. law was
"insufficient for any meaningful analysis of the health effects" of the
ingredients and suggested that Thailand instead adopt a far more stringent
disclosure rule used in Canada.

Kantor appeared to side with the companies, telling the National Journal in
October 1995 that the administration was prepared to protect their intellectual
property rights. But U.S. trade officials now contend the embassy went too far
in opposing the ingredient disclosure proposal and say they are only seeking
more information from Bangkok about the proposal.

"The embassy made a mistake in taking upon itself to interpret a fairly
complex agreement," said a senior trade official, who requested his name not be
used. "At this point we've told the embassy that while we want them to monitor
the situation, we don't want them advocating on this issue." ’

The confusion over ingredients disclosure illustrates the difficulty that
even an avowedly anti-smoking administration has in dealing with cigarette trade
issues. "Our position . . . is that we will not intervene in any countries where
there are legitimate and nondiscriminatory health standards in place," said
Philip Ziegler, spokesman for the trade representative's office. "At the same
time, we do still have a legal obligation to intervene in any country where U.S.
products are being discriminated against."

Public health advocates had hoped that any contradictions in the U.S.
position would be reconciled by a special interagency group set up in 1993 to
review tobacco trade policy. Its white paper was supposed to be completed by
summer 1994 but never appeared. "We realized that essentially what was coming
out of that discussion was nothing different than what had already been
enunciated as the policy of this administration," said the senior trade
official.

Supporters of tobacco control are not satisfied with that explanation. "We'd
still like to see a clear and unequivocal statement of support for making health
a priority in tobacco trade policy," said John Bloom, a longtime activist for
the Center for Tobacco-Free Kids.

Anti-smoking advocates also would like to see the Clinton administration
release Japan, South Korea and Taiwan from cigarette trade agreements they made
under pressure of trade sanctions during the presidencies of Ronald Reagan and
George Bush. U.S. trade officials eased conditions on South Korea last year, but
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only after hard-fought, year-long negotiations. "These agreements violate our
sovereignty and have made it harder for us to get good tobacco control measures
in our countries," said David Yen, a Taiwanese public health activist.

Commercial officers in U.S. embassies abroad say they have been advised to be
less aggressive in helping tobacco companies expand overseas and ordered not to
promote American cigarettes. But there are no written rules governing how far
they should go in handling requests from the industry. "Different attaches have
different approaches," said Kenneth Howland, director of the Agriculture
Department's Tobacco, Cotton and Seeds Division and a former embassy staffer.
"There are no clear guidelines."

In opening markets in Eastern Europe since the fall of communism, the
industry has not sought the intervention of U.S. trade officials the way it did
in Asia in the 1980s. Nonetheless, anti-smoking activists contend embassies
still often side with the companies. Alfred H. Moses, the U.S. ambassador to
Romania, drew complaints when he attended the copening of a new R.J. Reynolds
plant in Bucharest two years ago and declared, "I'm sure that Camel and the
other splendid products of the R.J. Reynolds Co. will prosper in Romania."

Witold Zatonski, a Polish cancer specialist who is the unofficial leader of
the tobacco control movement in Eastern Europe, said anti-smoking conferences
dispatched letters to Presidents Bush and Clinton pleading for support but
received no reply. The U.S. ambassador to Poland has declined invitations to
attend news conferences held by Zatonski and his colleagues.

"I feel strongly that the United States has only helped Philip Morris but has
never really helped us," Zatonski said in an interview. "At the least, we would

like to see President Clinton have the same policy for Polish children that he
has for American children."

The companies themselves decline to criticize the administration, even though
they are at odds with the White House over domestic tobacco issues.

"American trade policy has not changed in this arena," said Owen C. Smith,
general counsel and vice president of Philip Morris and a longtime specialist in

tobacco trade issues. "The United States has always been very clear -- in all of
the administrations -- that it will not tolerate other countries discriminating
against U.S. exports in any industry. That is our policy today. . . . It was the

policy of the previous administration [and] the administration before that."
LANGUAGE: ENGLISH
COUNTRY: THAILAND;
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The first thing Prakit Vateesatokit noticed were the billboards. The broad
cowboy vistas and the chiseled features of the Marlboro Man sprouted suddenly in
the summer of 1985 along the main highway to Bangkok International Airport,
followed a few months later by full-color ads in Thai newspapers and magazines.

More disconcerting were the T-shirts, kites, baseball caps and school
notebooks that began appearing with the Marlboro trademark. Philip Morris Inc.
denied making or distributing these items and accused pirates of stealing the
company logo. -But it seemed to Prakit, a doctor and a leader of Thailand's
fledgling anti-smoking movement, that someone was targeting children
specifically to familiarize them with the brand.

All of it was a bit strange because Thailand's rules effectively banned the
import of foreign cigarettes, and the only American brands available for sale
were either in the duty-free shop at the airport or smuggled packs sold under
the table by small-time street vendors. Then, in March 1989, Prakit learned to
his surprise that after three years of secret talks, the Thai Finance Ministry
was on the verge of approving a deal with the U.S. Trade Representative's Office
that would open the country's markets to American brands. American tobacco was
poised to enter a new and thriving market.

What Prakit witnessed was the beginning of a full-scale assault. Just as they
had in three other promising Asian markets, the U.S. big three cigarette
companies -- Philip Morris, R.J. Reynolds and Brown & Williamson -- had targeted
Thailand and enlisted Washington's help in prying it open for their products. '
Following a carefully planned strategy, they started by softening the Thai
market with advertisements and sponsorships, then applied U.S. government
pressure and the threat of trade retaliation as stipulated by Section 301 of the
U.S. Trade Act. After previous'successes in Japan, South Korea and Taiwan, the
companies were anticipating another triumph. Owen C. Smith, a Philip Morris
executive who spearheaded the industry's campaign, said the companies hoped to
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ring up at least $ 150 million in cigarette sales from Thailand within a few
years. _ )

It did not happen. Instead, a handful of determined Thai health officials and
doctors resisted the assault and rolled it back. Led by Prakit and fellow
physician Hatai Chitanondh, a senior official in the Thai Public Health
Ministry, the counterattack was aided by anti-smoking activists from other
parts of Asia and from the United States. Invoking Thai nationalist sentiment
and economic self-interest, they enlisted the support of the government and the
state-run tobacco monopoly. They got themselves appointed to the official
delegations that fought U.S. trade demands and pleaded Thailand's case before
the World Trade Organization (WTO) in Geneva. There they made an impassioned
health argument that won acceptance by the panel.

Technically speaking, the tobacco industry won. The Geneva panel agreed that
Thailand's ban on imported cigarettes violated the General Agreement on Tariffs

and Trade (GATT), and Bangkok voluntarily lifted the ban on foreign brands in
1990.

But in practical terms, Thailand won an enormous victory. Today it boasts
some of the strongest anti-smoking laws in the world. And imported cigarettes
still account for less than 3 percent of the legal Thai market, a far cry from

the 25 percent anticipated by U.S. firms. Big Tobacco's dreams for Thailand
never came true.

Thailand's resistance campaign played a crucial role in creating the
anti-smoking movements that are taking root today throughout Asia. Countries as
diverse as China, Japan, Taiwan, Mongolia and South Korea are adopting tough
tobacco control laws that restrict advertising and sales of cigarettes, although
sales for the most part are still increasing. And the Thai case also led to the

first break in solidarity between U.S. trade officials and American cigarette
exporters.

Still, Asian public health activists contend that even under the Clinton
administration Washington remains a reluctant ally of the tobacco industry when
it comes to foreign markets (see story on Page Al5). In recent years, U.S.
officials retarded efforts to ban cigarette advertising in Taiwan and South
Korea and opposed Thailand's attempt to require manufacturers to disclose the
ingredients they use in their brands.

Despite the progress the anti-smoking movement has made in Asia, the tobacco
industry still predicts its sales will increase through the turn of the century
on much of the continent. Public health activists say they are up against not
just American companies but a socioceconomic wave of modernization, urbanization
and growing affluence that has given Asian women and young people more
independence, more money and more impetus to smoke. In many ways, activists are

struggling against history. But it was in Thailand that health advocates proved
Big Tobacco was not infallible.

"I don't think the companies expected any real opposition," said Judith
Mackay, a Hong Kong-based anti-smoking campaigner. "They thought they could come
in and have a free ride. But in the end the 301 cases [cases threatening trade
retaliation under the U.S. Trade Act's Section 301] probably did quite a lot of

good because they galvanized people. They united people in Asia in outrage. And
Thailand was the key."
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The Campaign Begins

Prakit Vateesatokit was 45 years old in 1989, a man with a quick, wide grin
and long, jet-black hair that made him look far younger. But the smile was
deceptive. Behind it was a deep reservoir of anger and disgust, all of it
focused on one subject: the damage done to the human lung by the act of smoking.

Trained in Bangkok and at the New Jersey College of Medicine in Newark,
Prakit specialized in chest and lung diseases, chairing the department of
medicine at Ramathibodi Hospital and medical school here and operating his own
private practice as well. Most of his patients were heavy smokers, many of them
suffering from chronic emphysema, a slow ticket to the grave. Each night Prakit
would go home to his wife and three sons for dinner, then drive to nearby
Hyathai Hospital to look in on his stricken patients.

"With lung cancer at least they go quickly," he said as he toured the
hospital on a steamy Bangkok night recently. "But most of my patients stay in
the hospital for years and years on the ventilator, and they die very, very
slowly. There came a point when I began to feel it was all very stupid, very
unnecessary, and that my work as a doctor trying to help these people was
totally useless."

In the early 1980s, Prakit became involved in Thailand's fledgling tobacco
control movement. He helped push public efforts to require health warnings on
cigarette packs and restrict smoking in public places. But when the Ramathibodi
medical school dean asked him to organize a new anti-smoking campaign in 1986,
he was reluctant.

"I had worked in tobacco control on and off for 10 years and nothing much had
happened, " he recalled. "But my dean said this time it will be different. He
said I'd get a secretary and some funding. He would not allow me to say no."

Prakit's new office opened its doors at a pivotal moment. The U.S. Cigarette
Export Association -- which represents the three largest American tobacco
companies -- was pressing the U.S. government to turn its attention to Thailand.
The Royal Kingdom operated a typical, state-protected cigarette industry.
Lurking behind high tariff walls, the Thai Tobacco Monopoly was run directly by
the Finance Ministry, and its profits and revenues provided a substantial part
of the government's annual budget.

The monopoly did not have to advertise or work hard for market share --
indeed, in 1988 at the urging of Prakit's organization, the government banned
all advertising of tobacco products. More than 60 percent of Thai men and just 6
percent of Thai women smoked. They were in effect a captive market. There was a
substantial black market in Marlboros and other foreign brands, but the state
monopoly dominated.

For Smith, a veteran trade lawyer for Philip Morris who served as president
of the export association, Thailand was an irresistible target. In 1985 the
country began a remarkable decade of double-digit economic growth that remains
among the world's highest. American franchises such as McDonald's,
Baskin-Robbins and Radio Shack all established beachheads. Still, their products
were a drop in the trade bucket. Thailand, with its cheap textiles, jewelry,
processed food and electronic components, had a $ 2 billion annual trade surplus
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with the United States. And the Americans were keen to get some of it back.

Smith saw a sleepy, bloated state tobacco monopoly ripe for challenge. As it .
had in the past, his association turned to the Office of the U.S. Trade
Representative (USTR) for help. Thailand "didn't have a case and they didn't
have any justification" for keeping out American cigarettes, he said.

In March 1989, Hatai, then deputy permanent secretary in the Thai Public
Health Ministry, was tipped off by a friend in the Finance Ministry about an
impending deal with U.S. officials. Hatai, who was trained as a neurologist, had
developed a hatred of tobacco in his job as a public health official. Hatai's
cabinet minister was away in London, but rather than wait, he decided to act on
his own, denouncing "tobacco colonialism" at a news conference. Within days,
Prakit and other anti-smoking activists had joined in protest, along with
tobacco farmers and cigarette factory workers.

Bowing to pressure, the finance minister put the deal on hold. Shortly after,
Smith's association filed an unfair trade practices complaint with USTR. In the
petition, the companies demanded the right to import, sell and distribute
cigarettes in Thailand. They also insisted that Bangkok lift its advertising ban
so they could promote their. products "in order to overcome years of exclusion
from the market." The petition said the ad ban was motivated not by health
considerations but by a need "to put imported products at a competitive
disadvantage." Smith held a news conference in Washington at which he lumped

Thailand with Syria and Iran as the only three noncommunist countries that
banned U.S. imports.

Carla Hills agreed with Smith's argument. Like her predecessor, Clayton
Yeutter, the new head of USTR was a nonsmoker; indeed, one of her first acts was
to declare the Winder Building, USTR's Civil War-era headquarters on 17th Street
NW, a no-smoking zone. But Hills believed that Thailand was shutting out foreign
cigarettes merely to shelter its own state-run monopoly. Her stance was endorsed
by a coalition of tobacco and farm state senators in a letter signed by Jesse
Helms, Robert J. Dole, Al Gore and 16 others.

"I do believe there are health problems with cigarettes, but I'm not [the
Food and Drug Administration]," Hills said in a recent interview. "My job was to
enforce statutory requirements for USTR and remove trade barriers. Any market
that wants to declare a ban against cigarettes, that's great, but countries that

have their own industries should treat foreign companies no different than
domestic ones." :

In April 1989 Hills accepted the case under Section 301, a provision that
gave Thailand a year to comply or face retaliatory sanctions. USTR officials
quickly began drawing up lists of Thai products to target. Spokesmen for those
products -- jewelry, textiles, furniture and processed food -- met with Thai
trade officials to plead for a peaceful resolution. But a phalanx of Thai public
health officials and representatives of the tobacco monopoly, in an
opportunistic marriage of interests, stood fast in opposition. The Bangkok
government, which two years earlier had been forced to resign over trade issues,
was not prepared to defy this coalition.

A Veteran Joins the Fight

A few weeks after the complaint was filed, Prakit traveled to Taiwan to

7P LEDSNEXS @ LEXSNEXIS @) LEXIS-NEXIS

-&A member of the Reed Elsevier plc group -&A member of the Reed Elsevier plc group &A member of the Reed Elsevier ple group



Page 21
The Washington Post, November 18, 1996

attend the first meeting of the Asia-Pacific Association for Control of Tobacco.
There he met a number of veteran anti-smoking activists for the first time,
including Gregory Connolly, head of the Massachusetts Tobacco Control Program
and a representative of the American Public Health Association, who had become
an avowed enemy of the tobacco industry after his sister died of lung cancer.

Connolly listened to Prakit describe Thailand's struggles with the 301
complaint and pleaded with him to hang tough. "Whatever you do," he told Prakit,
"don't let the Americans in. They'll launch an incredible advertising campaign,
and they'll get Thai women and children to smoke."

Under Connolly's tutelage, Prakit received a crash course in the
international politics of tobacco. Soon the lone fax machine at Ramathibodi
Hospital was humming with newspaper articles, reports and ideas. Connolly
persuaded Prakit to apply to USTR for a public hearing, something the agency had
not held in any previous 301 case. Connolly alsoc helped form a Thailand task
force in Washington that included representatives of various American
anti-smoking groups, which began pressuring USTR for the hearing.

Prakit used personal connections with the Commerce Ministry to get himself
appointed to the official Thai delegation for the first session with USTR
negotiators in late July 1989. Although Peter Collins, the head of the U.S.
delegation, insisted in his opening remarks that the issue was strictly a matter
of trade, not health, he reluctantly agreed to allow Prakit to participate.

The atmosphere was tense. The USTR delegation was so afraid of public
protests that Collins insisted on holding the sessions in the town of Pattyar, a
two-hour drive from Bangkok, and Thai officials say he refused to allow local
television crews to film the opening of the meeting. At the first session, USTR
asked a series of questions on how the state tobacco monopoly was run and how
taxes were collected. Then Prakit gave a history of the Thai anti-smoking
movement and the cigarette ad ban.

Prakit was not informed of later negotiating sessions, and a Thai official
told him that the USTR team had insisted he be dropped from the delegation. At
around this time he also stopped receiving invitations to attend social events
at the U.S. Embassy in Bangkok.

A few weeks later, Prakit received a letter from USTR granting a public
hearing and inviting him to appear. Connolly was delighted. He saw the hearings
as a golden opportunity for the anti-smoking movement to make its case. But
Prakit was terrified at the notion of being interrogated by lawyers in public.
"In Thailand the patient never sues," he said. "The whole idea of a public
hearing was very scary to me."

The hearing, held in September 1989, was a turning point. Hills and USTR,
usually lauded in the press, suddenly found themselves portrayed as handmaidens
of Big Tobacco. No USTR witnesses appeared at the session. Instead the agency
was defended by Philip Morris's Smith and a handful of tobacco state lawmakers.
They were opposed by a parade of advocates from every major American public
health group as well as former surgeon general C. Everett Koop and congressional
critics. "It is my firm belief that America's dark secret of cigarette promotion
overseas cannot survive in the sunshine of public scrutiny," testified Rep.
Chester G. Atkins (D-Mass.).

@ EXSNEXS @ LEXISNEXIS @) LEXISINEXIS

'&A member of the Reed Elsevier plc group &A member of the Reed Elsevier plc group -&A member of the Reed Elsevier plc group



Page 22
The Washington Post, November 18, 1996

Prakit testified that the Thai government was opposing imported cigarettes
not merely at the bidding of the state tobacco monopoly. Using slides and

reading a text in English, he sought to convince the panel that an authentic
anti-smoking movement existed in Thailand.

Faced with growing pressure and working for George Bush, a president who
seemed less inclined than Ronald Reagan to go all out for tobacco, Hills broke
precedent. She suspended the 301 procedure and referred the Thailand case to the
WTO in Geneva for adjudication under the provisions of GATT.

Smith opposed the move -- he feared the process could be time-consuming and
knew the industry would have little or no leverage over the GATT hearing's
panel. In a pointed letter to USTR, Smith's association called Hills's decision

"unnecessary, unprecedented, unsuccessful and against the interests of United
States exporters."

Hills did not budge. "I believed that where you have an international rule
that governs trade you ought first to use it before you apply unilateral
sanctions," she recalled. It was the first clear break between Washington and
the tobacco industry on a cigarette trade issue.

Still, the industry saw no reason to panic. Article XI of GATT unequivocably
prohibited signatory countries from banning or discriminating against other
countries' products and gave the panel the power to order changes in
governmental policies. The United States argued that Thailand's import licensing
restrictions and discriminatory taxes amounted to an improper restraint of
trade. And because Thailand exported cigarettes elsewhere in Asia, the U.S.
brief dismissed the health argument as incongruous.

Prakit had never heard of GATT before Hills announced her decision. But he
and Hatai, his colleague, wrangled appointments to the official Thai delegation
in Geneva. In February 1990 they took an all-night flight from Bangkok. Prakit
had borrowed a copy of the GATT treaty from a friend, and when they arrived at
the Rome airport at 5 a.m. for a two-hour layover, he began reading. His tired
eyes were blurry, but he came upon a clause in the preamble that woke him up. It
summed up the reasons for the agreement: " . . . recognizing that their
relations in the field of trade and economic endeavor should be conducted with a
view to raising standards of living, ensuring full employment and
developing the full use of the resources of the world."

In other words, as he read it, the purpose of GATT was to promote health and
welfare. Yet cigarettes undermined both.

"I think we've got something to argue," he told the leader of the delegation.

The U.S. delegation had not enlisted a health expert for its team; instead,
it marshaled the tobacco industry's standard arguments -- claiming, for example,
that American cigarettes were healthier than Thai products because they
contained less tar.

Connolly, serving as an expert witness for the World Health Organization,
replied, "It's like jumping from the 10th floor versus the seventh floor. At the
end, all cigarettes, in any way, shape or form, will eventually kill you."
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In November 1990 the GATT panel concluded that Thailand's failure to allow
imported cigarettes was indeed a clear violation of Article XI. At the same
time, however, the panel ruled that smoking constituted such a serious health
risk that Thailand justifiably could restrict cigarette sales and ban
advertising, as long as it applied the rules equally to both domestics and
imports. The health testimony proved decisive: The panel's report included four
pages of Connolly's testimony virtually verbatim.

Hills and USTR declared the GATT decision a victory. But they also quietly
dropped their demand that Thailand allow cigarette ads. The two governments
reached an agreement two days before the Nov. 25 deadline set by the 301
complaint.

Prakit and Hatai were advised in advance by friends in the Commerce Ministry
to prepare a new tobacco control law to cushion the public health impact. With
help from Connolly and other American activists, they drafted one of the world's
strictest anti-smoking codes.

The Tobacco Products Control Act bans all cigarettp advertising, as well as
sales to young people. No cigarette promotions or free samples are allowed.
Cigarette packs must prominently display one of 10 health warnings. Another
provision requires companies to disclose to the Public Health Ministry the -
ingredients and additives in each of their brands.

A second law, the Non-Smokers Health Protection Act, bans smoking in most
public places. In effect, the new laws meant that while American tobacco
companies were allowed to enter Thailand, they were denied the tools they
traditionally use to attract new customers.

Smith was philosophical about the outcome of the Thailand case. "It's a
little bit like making sausage," he said in a recent interview. "No result of a
trade negotiation is likely to be perfect."

Hatai still wages a one-man campaign against new incursions. When Japan
Tobacco introduced cigarette cartons and packs with pictures of Thai Buddhist
shrines, Hatai led a protest at the Japanese Embassy. The shrine photos quickly
were withdrawn. Hatai personally patrols restaurants and tobacco shops,
confiscating ashtrays, napkins and anything else that displays the trademarks
and logos of cigarette brands.

Nonetheless, Hatai has a folder full of charts and statistics suggesting that
after a decade of fervent tobacco control efforts, smoking is increasing among
Thai teenagers. "I still don't think we are winning this war," he said.

"It's not like fighting tuberculosis. There you know if you have a good
antibiotic you have won more than half the battle. But in tobacco control
there's no antibiotic. Once you have the tobacco companies inside your country,
you have to fight them all the way and all the time. It never ends," Hatai
added.

Thailand's success reverberated throughout Asia.

Asian Backlash
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Led by a handful of activists in each country, the anti-smoking movement
began to push for higher tobacco taxes, warning labels on cigarette packs,
disclosure of tar and nicotine data, as well as restrictions on cigarette
advertising and promotion, sales to young people and smoking in public places.
By 1995, 33 of 35 Asian countries had tobacco control laws on their books,
according to Mackay, the Hong Kong-based anti-smoking campaigner.

Those laws were prompted not just by health concerns but by a sense of
righteous Asian nationalism. According to a widespread conviction, the United
States and Europe were seeking to inflict death and addiction on Asia in a
replay of the opium wars of the 19th century.

"America has given us so many good things over the years," said David Yen, a
Taiwanese businessman who founded the John Tung Foundation in Taipei after his '
own brush with cancer cost him a lung and caused him to quit his two-pack-a-day
habit. "We think it's a pity that with so many wonderful products to sell, you
have insisted on pushing disease instead."

Japan, South Korea and Taiwan all had signed binding 301 agreements with the
United States that not only allowed American brands into their markets but
permitted certain forms of advertising and set tax limits. Now they pressed for
Washington's consent in amending the pacts. But U.S. trade officials again sided

with the industry, delaying or defeating tobacco control measures in all three
countries.

For example, when Taiwanese health officials sought a total advertising ban
to counteract an alarming increase in high school smoking rates after American
brands entered the country in 1988, USTR officials objected. Reciting the
industry's arguments, U.S. officials argued that such a ban would not reduce
cigarette consumption and did not qualify as a health measure. Officials also
again raised the threat of opposing Taiwan's application to join GATT. The

proposed ban has since been bottled up by pro-tobacco forces in the Taiwanese
parliament.

While Asia remains a market of great promise for international tobacco
companies, their growth is being challenged at every step by increasingly
aggressive and self-assured tobacco control campaigners. By contrast, there is
another region where public health movements are frail and where governments are

not just willing but desperately eager for the industry, its brands and its
money.

With the fall of the Soviet Union and the collapse of communism, Eastern
Europe put out the welcome mat for Western products, technology and investment
capital. While other Western companies hung back, wary of the risks involved in
entering the ruined economic landscape, the tobacco industry moved swiftly and
boldly through the newly opened door.

GRAPHIC: Photo, glenn frankel; Illustration, The Washington Post, ABOUT THIS
SERIES This series of stories -- based on reporting in Bangkok, Beijing, Boston,
Hong Kong, Kiev, New York, Taipei and Washington -- focuses on American
tobacco's watershed move overseas. It is based on interviews with many of the
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principals, government records and memos from the files of the U.S. government
and the tobacco industry, some of which have never been disclosed before.
Sunday: How the industry enlisted the Reagan and Bush administrations to break
open closed monopoly markets in Asia. Today: How one little country, Thailand,
unexpectedly fought back and set off a backlash that helped create a growing
tobacco control movement in Asia. Tuesday: How the companies have set their
sights on the ruined economies of the former Eastern Bloc, where they have
brought millions of investment dollars and a take-charge enthusiasm to societies
as starved for optimism as they are for cash. Wednesday: How China, with its
300 million smokers, has become the supreme battleground between the industry
and the anti-smoking movement. ASIA'S SMOKERS DEVELOPMENT OF CIGARETTE
CONSUMPTION IN ASIA over the past two decades, ranked in order of fastest
increase CIGARETTES SMOKED PER PERSON AGE 15 OR OLDER 1970-72 1980-82 cigarettes
*rank cigarettes *rank per year per year Country China 730 72 1,290 56 Indonesia
500 83 950 72 South Korea 2,370 20 2,750 15 Bangladesh 510 81 630 82 India 1,010
62 1,310 55 Japan 2,950 12 3,430 5 Thailand 810 69 1,080 66 Malaysia 1,400 42
2,050 30 Philippines 2,010 27 2,190 27 Singapore 2,510 17 2,550 20 1990-92
places move
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In the summer of 1990, the Soviet Union's terminal economic crisis descended
upon the product that many Russians considered their most irreplaceable:
cigarettes. Faced with mass shortages of Soviet-made brands, angry smokers in
Moscow, Leningrad, Kiev and other Soviet cities staged the protests that became
known as the tobacco rebellion. A desperate President Mikhail Gorbachev fired
the minister in charge of the industry and pleaded with the West for help.

To the rescue rode Philip Morris and R.J. Reynolds.

In return for cash and barter goods, the American tobacco giants agreed to
deliver 34 billion cigarettes -- the single biggest export order in their
history. The crisis abated, and Gorbachev and the old order helped buy
themselves an extra year in power. And the companies achieved an important
foothold in a vast market that for decades had kept them tightly restricted or
had shut them out altogether.

Since then, the American companies and their European counterparts have swept
across Eastern Europe and the republics of the shattered Soviet Union, buying up
failing state-owned enterprises and ancient factories, launching mass
advertising campaigns and asserting broad influence over new governments and
political leaders. In the process, they have laid the foundation for a
Western-owned tobacco industry in a vast market that may someday surpass the
shrinking markets of the United States and Western Europe.

Big Tobacco's entry into Ukraine, one of the largest former communist
markets, is in many ways typical. While other Western industries hung back,
scared off by Ukraine's formidable bureaucracy, chaotic laws and unstable
currency, Philip Morris Inc., R.J. Reynolds Tobacco Co. and Reemtsma, the giant
German tobacco conglomerate, moved in quickly, buying up shares in the new
nation's five largest cigarette factories and capturing 75 percent of its
manufacturing capacity.

Their billboards became a regular feature of Kiev's urban landscape, and they
launched advertising campaigns that provided much of the revenue that kept the
state-run broadcast industry afloat. And when the country's small but active
anti-smoking movement persuaded parliament to pass a ban on tobacco ads, the
industry responded with a well-financed lobbying campaign that recently
overturned the ban.
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The results are visible throughout Ukraine: Billboards for the Marlboro Man
and the rugged Lucky Strike motorcyclist are back; ads for American brands
again dominate the country's coffee shops and trolley cars, and the brands'
brightly painted logos adorn posters, T-shirts and shopping bags. And while the.
companies have yet to see the kind of profits that would justify their vast
investment in Ukraine, they have great hopes for the future. "It's risky

but the potential is huge," said Ronnie Lindquist, general director of Reynolds
in Ukraine.

When the tobacco companies went to the thriving but closed markets of East
Asia in the 1980s, they went as invaders, using the full weight of the U.S.
government and the threat of trade sanctions as a weapon to force their way in.
But as their 1990 Soviet rescue mission illustrates, they went to the ruined
economies of the former Soviet empire as self-styled liberators and capitalist
pioneers, bringing hundreds of millions of investment dollars, advanced
technology and a dynamic, take-charge enthusiasm to societies that are as
starved for optimism as they are for cash.

"We have enormous opportunities to use the tobacco industry as a powerful
force for improving the economic and social well-being of this part of the
world," said James W. Johnston, then chairman of Reynolds, in a Moscow speech
last year that captured the spirit the industry is trying to project.

Opponents see it very differently. Public health officials contend the
industry is preying upon a set of supine and vulnerable societies still
recovering from the collapse of the Soviet empire, selling a product that kills
more people than any other in the world. These critics argue that the companies
are using their advertising and marketing skills to addict a new generation of
young people while riding roughshod over the fledgling tobacco control movements
that are struggling to take root throughout the region.

"They are very clever, very powerful, very intelligent and very experienced,
and we are a very small group without any money," said Witold Zatonski, a Polish

cancer specilalist who has emerged as the unofficial leader of Eastern Europe's
anti-smoking movement.

The American tobacco industry operates abroad in many different forms. In
Asia, its point men were lawyers wielding legal briefs to force open restricted
markets. In Eastern Europe, fast-talking entrepreneurs spearheaded a mass buying
spree in the early 1990s. And in Kiev, the industry's newest agent is a young
Ukrainian American advertising executive from Chicago who engineered its victory
over the tobacco ad ban. While the companies hailed their campaign as a triumph
for freedom of speech, its success illustrates the power that the industry and
its allied advertising agencies and financial consultants wield in new economies
eager for their money and susceptible to their influence.

World's Greatest Smokers

No one smokes more cigarettes per capita than East European men -- and no one
has higher rates of tobacco-related ailments, such as lung cancer and
respiratory disease. Ukraine and the other states of the former Soviet Bloc
constitute the second largest tobacco market in the world after China -- 40
percent larger than the U.S. market.
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For more than three decades, American companies sought a foothold in the
region's cigarette trade through cooperative agreements and other arrangements,
but Communist governments kept them small, constricted and under tight state
control. When the Berlin Wall came down in 1989, however, the companies were
free at last to make their move.

Philip Morris led the way, committing more than $ 1 billion to acquire plants
in the region.

The industry as a whole -- including Philip Morris, Reynclds, Reemtsma and
British-American Tobacco, the British parent of American cigarette maker Brown &
Williamson -- made commitments exceeding $ 2 billion. That sum made the tobacco
industry by far the largest investor in the former Soviet Bloc. Five years ago,
Reynolds sold no cigarettes in the former Soviet republics; today, it sells 50
billion a year. i

When Philip Morris hired former British prime minister Margaret Thatcher as a
part-time consultant on a three-year contract reportedly worth $ 2 million, one
of her first tasks was to travel to Kazakstan to help persuade its leaders to
sell a major stake in its state tobacco company to Philip Morris. Analysts
project that within the next decade Western companies will gain control of the
entire East European cigarette market.

Ukraine's cash-strapped cigarette industry had virtually no experience in
dealing with Western firms. Still, local factories and the U.S. companies seemed
to jump into each others' arms. "The Ukrainian tobacco industry has a higher
share of privatized entities and foreign investment than any other sector of the
[Ukrainian] economy," the U.S. consulting firm Deloitte & Touche noted in a 1995
study. Foreign firms "are expected to invest more than $ 520 million" by 1999,
the study said.

When the foreign companies arrived, they were dismayed to find a ragged
collection of ancient brick factories with wheezing machinery that churned out
harsh, poor-quality cigarettes. The plants were "a real mess. . . . Nobody had
done any housekeeping" for years, Reynolds' Lindquist said. In many cases, "it
would have been more rational to put a bulldozer to [the existing plant] and
build a new, streamlined factory from the ground up."

Ukraine's legal code is in a similar state of disarray. Every aspect of
business is overshadowed by the murky legal environment of a country still
writing its most basic laws. Ukraine adopted a constitution only in July, and it
is still working on a new tax code.

"As a big company, we have to be law-abiding," said Lindquist, but as the
company makes business decisions, "nobody can tell us whether what we are doing
is legal or not."

American tobacco companies contend they are selling much more than a product.
Long before the collapse of Communist rule, millions of people in Eastern Europe
and the Soviet Union had grown weary of an existence that seemed grayer and
meaner than life in the West. As these societies join the world economy, it has
become possible to sell almost anything there that is perceived as representing
Western wealth and sophistication -- especially if it is American.
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"People assume that whatever comes from the West is better," said Miroslav
Matseikiv, a psychology professor in Kiev. Consumer goods produced domestically,
he added, "are associated with the failure of the Soviet system.™"

Advertising companies -- such as the Leo Burnett agency, which handles much
of Philip Morris's overseas advertising -- recognized the American advantage
early on. Marlboro's colorful billboards featuring dramatic sunsets and 0ld West
vistas soon dominated the gray, Soviet-era cityscapes and kiosks of Kiev and
other urban centers. Foreign cigarette brands became the leading advertisers on
Russian television and radio. Tobacco ad revenues maintained municipal transit
systems from St. Petersburg to Sofia, Bulgaria. In Bucharest, Reynolds provided

a year's supply of bulbs for traffic lights -- in exchange for permission to add
the Camel logo to each yellow light.

From the beginning, tobacco companies faced opposition from East European
public health officials. Poland -- and Zatonski, the cancer specialist -- have
led the way, with a comprehensive tobacco control program that includes strong
health warnings on cigarette packaging, bans on smoking in public places and
tough restrictions on advertising. But the companies are resisting Zatonski's
proposed next step -- heavy tax increases to cut cigarette consumption and fund
anti-tobacco education. "They are fighting us in every possible way," he said in
a telephone interview.

The most recent battle has been fought over advertising. The tobacco
companies argue that advertising is one of the most effective ways to present
their products in markets that state-owned monopolies dominated for decades. But
Zatonski and his supporters contend that the sophisticated advertising campaigns
also are designed to induce young people and women to smoke.

The ads introduced in Ukraine in the early 1990s "were artistically
beautiful, professionally photographed, like movies," recalled Vitaliy
Movchanyuk, director of the Ukrainian Health Ministry's public education
institute. "The Soviet Union never had such advertising. People are used to it

in the West. They have learned to sift through it for truth and lies. . . . But
our consumers are more psychologically vulnerable to being manipulated by slick
advertising."

Public health advocates campaigned successfully for advertising bans in
Russia, Poland and Bulgaria, but the bans often were ineffective. After the
Russian parliament banned ads from television, radio and billboards in 1993,
Russian media firms, desperate for cash, kept selling ads in defiance of the
law. The companies skirted a Polish ban by advertising brand names and logos
without mentioning cigarettes.

Still, Movchanyuk and his allies set out to push an advertising ban through
Ukraine's new government -- and the tobacco industry began mobilizing a campaign
to stop them.

In Legal Limbo

When Kalyna Hrushetsky arrived in Kiev in the spring of 1995, cigarette
billboards already were beginning to disappear from the city, due to a temporary
decree by President Leonid Kuchma. Her first mission was to find a way to get
them back up.
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Hrushetsky was just 26 when the Burnett agency sent her to open a Kiev
office, largely to manage the Philip Morris ad account. Her parents had fled
Ukraine after World War II, and she spoke fluent Ukrainian. "I was pretty young
to be a candidate to run an [overseas] office," Hrushetsky recalled. But her
language skills and high energy level helped her win the job.

Hrushetsky's parents would have preferred that she return to their homeland
as a missionary for the Ukrainian Orthodox Church, but she had no problem

defending her work. "Advertising does not encourage people to smoke, " she said,
echoing the industry's long-standing position. "It encourages them to try a
specific brand. . . . Ukrainians smoked heavily before we got here -- and those

were non-filters. We're moving them to a better product."

When she arrived, Hrushetsky was surprised to find that the young Ukrainians
who formed an embrycnic local advertising industry had given no thought to the
advertising ban. "I tried to explain that this was a big problem," she recalled,
"but I didn't get much response."

Kuchma's decree had left tobacco firms and their advertisers in legal limbo.
The ban did not define advertising, so tobacco firms avoided ads that referred
directly to cigarettes. Instead, they focused on trademark advertising,
emblazoning cigarette logos on T-shirts, cafe umbrellas -- even trolley cars.

Martin Nunn, a British business consultant working in Kiev for Reynolds,
sponsored gala parties organized by a Kiev fashion magazine called Looks
International. Reynolds made videotapes showing affluent, fashion-conscious
young sophisticates dancing, drinking champagne and smoking in a nightclub
adorned with Camel posters, featuring a skimpily clad Camel girls' dance group.
The state TV network, too poor to produce its own programs, gladly filled
evening broadcast hours with reruns of the parties -- with the Camel logo
prominently displayed.

To head off a legal ban, five foreign tobacco companies signed a voluntary
code of advertising conduct and offered it as the basis for an advertising law,
which the legislature -- called the Supreme Rada -- had begun considering. Among
other things, the code barred the broadcasting of tobacco commercials on
television before 10 p.m. and in movie theaters before 7 p.m., and outlawed
billboard ads less than 100 yards from schools.

They almost succeeded. After lobbying by the companies, the Rada gave
preliminary approval to a law that was "practically a translation of the
[voluntary] code," said Konstantin Kuznetsov, co-owner of Dialla Communications,
a leading Kiev ad firm.

But the Rada's action triggered a sharp response from tobacco opponents. The
Health Ministry contacted doctors, the Ukrainian Red Cross, the Afghan veterans'
committee and other groups concerned with health issues, encouraging them to
push for a tougher measure. Faced with powerful opposition, the legislature
enacted a stronger, mandatory ban in March.

As a result, Hrushetsky had no trouble persuading her Ukrainian colleagues to

go to work. They formed a coalition to lobby against the new law, and several
times a week she held standing-room-only meetings in her tiny office.
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"Hrushetsky, " Kuznetsov recalled, "was like a tornado."

She got Dialla and other firms to contribute billboard space and TV and radio
time to the campaign. The group contacted newspapers, which, fearful of losing
ad revenues, published articles criticizing the bill. The group prepared flyers
that Hrushetsky personally carted into the lobby of the Rada chambers to
distribute to legislators. They also lobbied aides to Kuchma, who soon sent the
bill back to the Rada.

One of the most effective lobbying tools was a slick information packet
produced by Philip Morris. A cover photo displayed the figure $ 400 million laid
out in crushed tobacco leaves. "That's the amount that Ukraine's economy will
lose in the next five years as the result of a ban on tobacco advertising," it
warned.

The estimate came from Deloitte & Touche, which had opened an office in Kiev
to advise Western firms trying to enter Ukraine's markets and produced a 40-page
report projecting the ban's economic cost to Ukraine.

The Philip Morris folder did not identify its sponsor. One of the documents
inside said it had been "prepared for the members of the Supreme Rada . . . by
the Association of Independent Advisors on the Question of Reviving the
Ukrainian Tobacco Sector." There was, in fact, no such association. Michael
Parsons, a spokesman for Philip Morris International in Lausanne, Switzerland,
later acknowledged the company's authorship.

The secretiveness of Philip Morris's lobbying was essential, said tobacco
industry and Rada officials. Many Ukrainian legislators, especially in the large
Communist and Socialist factions, retain Soviet-era suspicions of foreign
involvement in the country. Had they known of the company's role, they might
have sided with the anti-smoking forces, industry officials said.

In the end, the industry's opponents were outspent and outmaneuvered. The
Health Ministry distributed its own materials to lawmakers -- gray pages of
typewritten statistics -- but neither its data nor its presentation came close
to matching the work of Philip Morris, Deloitte & Touche and Hrushetsky's
advertising coalition, said Zoya Sharykova, a consultant to the Rada's committee
on mass media.

The $ 400 million estimate "played a great role in forming the advertising
law," said Volodymyr Rudiy, staff director of the Rada's health committee and a
proponent of the ban. "The legislators could see a concrete figure of what it
would cost" to ban tobacco advertising, he said, while proponents lacked the
funds to do their own counter-study, which might have demonstrated the health
costs associated with tobacco use.

On July 3, the Rada reversed its vote, scrapping the ad ban except for
television and radio. Within weeks, cigarette ads began sprouting again on signs
and billboards. "Now that we have this law -- boom!" said a triumphant
Hrushetsky, who was soon installed in a bigger office in downtown Kiev. "You're
going to see a lot of changes in this city."

The repeal of the ad ban may yet be seen as the high-water mark in the
tobacco industry's conquest of Eastern Europe. Even industry officials say they
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expect anti-smoking advocates to press a strong counterattack that, inevitably,
will impose the kinds of restrictions on smoking that are now commonplace in the
West. Still, company officials say they are confident that they have made
enormous, irreversible inroads into the East European market.

There remains one more market, however, that the industry is determined to
crack open. China is the elusive grand prize in the tobacco companies' world

campaign -- and in the anti-smoking movement's attempt to stop them. It is the
last -- and biggest -- battlefield.

Frankel reported from Washington and New York, Rupert from Kiev, Ukraine.

ABOUT THIS SERIES

This series of stories -- based on reporting in Bangkok, Beijing, Boston,
Hong Kong, Kiev, New York, Taipei and Washington -- focuses on American
tobacco's watershed move overseas. It is based on interviews with many of the
principals, government records and memos from the files of the U.S. government
and the tobacco industry, some of which have never been disclosed before.

Sunday: How the industry enlisted the Reagan and Bush administrations to
break open closed monopoly markets in Asia.

Monday: How one country, Thailand, unexpectedly fought back and set off a
backlash that helped create a growing tobacco control movement in Asia.

Today: How the companies have set their sights on the ruined economies of the
former Eastern Bloc, where they have brought millions of investment dollars and
a take-charge enthusiasm to societies as starved for optimism as they are for
cash.

Wednesday: How China, with its 300 million smokers, has become the supreme
battleground between the industry and the anti-smoking movement.

GRAPHIC: Photo, james rupert; Chart, The Washington Post, EAST EUROPEAN SMOKERS
(This chart was not available) Kalyna Hrushetsky opened an advertising office in
Kiev on behalf of client Philip Morris. West is best: With a juke box adding an
American flair, a billboard outside a Kiev metro station advertises: 'American
Pleasure, New Chesterfield.' A foothold in the region: Kiev residents line up to
buy American cigarettes at an outdoor wholesale market.
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HEADLINE: Smuggling a Burning Issue for China; Hong Kong Mafia, Tobacco
Executives Allegedly Colluded in Contraband

BYLINE: Glenn Frankel , Washington Post Staff Writer
DATELINE: HONG KONG

BODY:

Tommy Chui's black Porsche sat in its usual space in a Singapore parking
garage, but Chui himself did not arrive for work one morning in late March of
last year. He surfaced two days later -- literally -- his battered corpse
floating in a laundry bag in the harbor. From the water in his lungs,
investigators concluded he was still alive when his killers dumped him off
Clifford Pier.

The Chinese businessman had been due to appear as the star witness in a Hong
Kong criminal trial about a multimillion-dollar smuggling operation into China
that allegedly involved public corruption and organized crime. The product was
one of China's most profitable and tightly restricted imports: foreign
cigarettes.

Investigators say Chui was prepared to testify that a powerful triad gang --
the Chinese version of the Mafia -- had bribed customs officers and colluded
with one of the colony's largest shipping companies to divert cigarettes to the
black market in China. And they contend a crucial element in the smuggling
network -- the largest ever uncovered in the colony -- were four senior managers
of British-American Tobacco Co. (BAT) in Hong Kong, who investigators believe
arranged the purchases of millions of dollars of cigarettes with phony shipping
papers and manifests in return for payoffs. BAT has denied knowledge of the
scheme; all four managers have left Hong Kong and no longer work for the
company .

BAT and the tobacco industry's other multinational giants say they deplore
smuggling, and no one has accused them of direct involvement. But critics
contend the companies are prime beneficiaries of the illegal practice and do
little to prevent it. In a hard-to-crack market such as China, where the state
has imposed import quotas, punishingly high tariffs and other trade barriers to
keep out foreign cigarettes, smuggling has introduced Chinese smokers to foreign
brands at far lower prices than the government allows. Beijing officials
estimate they lose $ 1 billion per year in tax revenues -- more than 10 percent
of their current take -- to the black market.

"The companies lose nothing from smuggling," said anti-smoking campaigner
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Judith Mackay, who has served as an expert witness for the prosecution in the
Hong Kong case. "It helps make their products cheaper and it helps develop new
markets and brand loyalty."

Cigarette smuggling is one of the world's most commonplace and profitable
international crimes. The World Health Organization says 300 billion cigarettes
-- one-third of the total produced for export each year -- go missing somewhere
between the factory and the final destination.

"Smuggling happens in a lot of places in a lot of different ways," said WHO
researcher Neil Collishaw, author of a recent report on the practice. "But it
often seems to work to the benefit of multinational tobacco companies and
results in the weakening of state and local companies. Their taxed product has
to compete with untaxed product from the multinationals."

The companies say they have internal safeguards against smuggling and
cooperate with the authorities in investigating wrongdoing. But they contend
governments are largely to blame for setting taxes and import duties at such a
high level that they make smuggling profitable.

"The solution rests with governments," said David Bacon, head of corporate
communications for BAT in London, who denied the company benefited from the
practice. "With smuggling, we can't ensure consistent freshness or quality, we
have no control over marketing and distribution, and those things are very
important to us. We estimate the value of smuggling at anywhere from $ 10
[billion] to $ 20 billion a year, which is far too much of your product out of
your control."

Hong Kong has long served as a gateway for the Far East, and the main
international cigarette companies have established their regional headquarters
here. With its intricate web of piers and warehouses, police say it also has
been the launching point for much of the region's most lucrative smuggling
operations.

Chui was one of the founders and directors of Giant Island Ltd., a shipping
company that dealt exclusively with cigarettes and alcohol. Established in 1986,
it quickly became the leading distributor for BAT (Hong Kong) Ltd. But from the
beginning, Chui alleged to investigators, employees of Giant Island engaged in
smuggling to China and Taiwan in partnership with the Wo On Lok, one of China's
most notorious and influential triads.

According to trial testimony, Giant Island employees drafted phony shipping
papers for destinations such as Manila and Singapore. They dispatched loaded
ships from warehouses in Hong Kong that rendezvoused with small fishing boats in
the South China Sea. The boats, supplied by the triad, unloaded contraband
cigarettes and hauled them to the mainland. A second method was to load
contraband cigarettes into hollowed-out wooden pallets and deliver them
directly.

The alleged collusion of some of BAT's local managers was an important part
of the network, according to court testimony. They allegedly provided the
cigarettes and signed the shipping papers in return for substantial cash
payments that Chui claimed totaled more than $ 13 million. A Hong Kong
magistrate reviewing the case said Swiss bank records showed "very large sums"
had been paid by Giant Island to Jerry Lui, BAT's former commercial export
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director, between 1991 and 1993.

Investigators eventually raided a local timber yard where officials in March
1994 seized 13 shipping containers of wooden pallets and aluminum doors with
12 million cigarettes hidden inside. Later that year officers arrested two of
Giant Island's directors, two timber yard operators, plus a customs official who
allegedly approved the phony shipping papers in return for payoffs. Giant Island
itself has not been charged.

Soon after the raid, Chui fled Hong Kong. Investigators tracked him to
Singapore and persuaded him to testify against his former partners. But despite
threats against his life, he refused their offer of protection, telling them he
felt safe in Singapore. It was a fatal miscalculation.

After his death, Hong Kong police issued arrest warrants for five suspects,
all of them known members of the Wo On Lok triad. Two of the five recently were
turned over to Hong Kong by the authorities in Beijing. They are being held on
murder charges.

Last December, Lui, the former BAT manager, was taken into custody by the FBI
at Logan Airport in Boston, where he had gone to visit a sick in-law. He has
denied guilt, contending he was engaged in legitimate business transactions, not
bribery, and is resisting extradition. Meanwhile, investigators say Giant Island
has closed its Hong Kong operation and relocated to Subic Bay in the
Philippines.
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SUBIECT: International Tobacco Issucs Meeting Follow-up

TO: Addressees (over)

General use 527

I would like to thank all of you who participated in today's meeting -- it was a helpful overview
of existing policies and practices, and raised some critical issues that warrant further discussion.

I would also like to reiterate the need to receive your agency’s input for the international issues
discussion paper by the end of the day Monday, July 7. A draft will be circulated for comments
and clearance prior to the opening of business on Wednesday with the expectation that a final
draft will be circulated by the end of that day to participants in the Thursday meeting.

Please do not hesitate to contact me (direct phone: 456-5363; fax: 456-5334) should you require

any clarification or guidance. Ilook forward to working with you.
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You are invited to participate in an inter-agency meeting focusing on international trade and
other policy issues pursuant to the Administration’s review of the proposed tobacco industry
settlement. Our goal will be to prepare a brief paper outlining international policy issues for use
by a Working Group to be chaircd by Dan Tarullo. (The Tarullo group will meet next week.)

In addition to a brief overview of the review process, topics to be addressed include:

1. Cutrent USG policies re: tobacco:
- trade & investment
-- health
-- economic development

2. The proposed settlement:
- international activities of the U.S. tobacco industry; export trends
- international policy implicatiouns of the proposed settlement
-- possible USG policy reponses

A brief organizational meeting will be held Wednesday, July 2 at 3:00 pm in Room 231 of the
OEOB. RSVP with the name of the person(s) that will be attending this meeting; those
requiring clearance into the White House complex should fax date of birth and Social Security
number to 456-9280 or 456-5334.

For further information, contact Sherman Boone at 456-5363.

TOTAL P.Q@2
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2. Global Tobaceo Production, Industry, and Trade
China is the world’s dominau( producer of unmanufactured tobacco. While tobacco is grown in
over 100 countries, the 25 leading produceis account for over 90% of global tobacco production.
Countries that import large atpunts o unmanufactured tobacco are usually major tobacco
manufacturing centers. Most of thetn. such as the United States, Germany, the Russian
Federation and Japan, are also major consumers of manufactured cigarettes. For many years

. United States was the world's leading: vxpeooter of unmanufactured tobacco. Howcver, by 1994,
it has been surpassed by Brazil und 7 :mbu:hwe. the two leading sources of internationally traded |
unmanufactured tobacco. Jusi five ¢oantes, Brazil, Zimbabwe, the United States, Turkey and
[taly, account for over half ot J4ll the »lobe exports of unmanufactured tobacco. China leads the
world in tobacco manufacturing. W :daw- e Uneted States, Japan, China and Germany accounts
for over half of global production. Some «t the major importers of cigarettes arc also major
consumers of cigarettes (such as Japan. Frunce and the Russian Federation). The United States is
a major cigarettc production center and the world’s leading exporter of manufactured cigarettes.
Two other major cigarette producers. Braril and China have sharply increased their cigarette
exports in recent years. China, the world's most populous country, is also the world’s leading
consumer of cigarettes. The world’s second most populous country, [ndia, ranks second globally
for total cigarette consumption (inclade use of unmanufactured cigarette, bidis)

Developed countries, particularly. the Unut:d States, earn the most money from tobacco exports.
v Malawi and Zimbabwe, are particulu:ly de pendant on tobaceo as a2 major source of all export
eamnings. The question of ecunon:ic ieper-dency on tobacco has been the subject of analysis in
the United Nations Conference on 1 made :ad Development.

It has been estimated that each additional 1010 tonues of tobacco produced will eventually result
\ in about 1000 deaths. The net vconorm: « iz of lobacco are negative: the costs associated with
weatment, mortality and disaility ¢+ .ced L wumates of economic benefit to producers and

consumers by at lcast $200bu « yoar One *tard of this loss is incurred by developing countries.
Currently it is estimated that £00m ¢ -ple +10he in developing countries, 50% of men and 10%

of women. Women and yourg pooy: . s eloping cowntries are being targeted as a growth
market for tobacco.
3 Federal Activities in Global Tobacco Control and Prevention

. CDC Cooperative Agreement with WHO’s Tobacco or Health Program

(Take from description in OSIH Progruss Review, also include $ of current agreement.)
The program components of the WHO Tobacee or Health (TOH) Plan of Action 1996-2000 are;
... - Promotion of the developnient and :trenythening of national and international tobacco control
~ programmes to prevent and reduce tonacee use,

o - Advocacy and Public information (.. proraote the concept of tobacco-free societies, and
- Develop a “Tobacco or health” research wud information center to collect, prepare and
disseminate valid information on tobacco or health epidemiology and on strategies to control
tobacco consumption.
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Health Status

Life expectarcy at birth, 1990-93 : 72,5 (males), 7.3 (Fenwics)
Infant mortality rate in 1 990595 : 9 per 1,000 Live birth.
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A nnd.rdmd snnual duth raie er 100 000 (early 1990s)
[schasmic heart disesse || Cerebrovasculu duuu“Ch\nu. Obetructive Pulmmu-y Diseass || Lung cancer All cancerel| All caasce
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Sodo-_-lieonunic Situation

. GNP per copita (USS), 199] : 32,340, Rea! GLOF per capua 1PPPY:. 199} 22,130
Average distribution of lobous force by secror 1990 - 20 \gncuitun. 1%, Industry 25%; Services 72%

Tobacco production, trade and indusury

_Afl'itll“llw In 1998, 277.630 hactarcs, (apy> oximatelv (1 | % o tatnl armble land). were used for growing tobacco, a slight ceduction from 278.430 hectares

" Production and Trade The USA is o langsst engle s igarmit. : qportung nalion in te world, cxporting up 1o 30% of i production. Froduction of
wMudbhmo mereasod from 663,416 tondes tn 10t " 744 toomes 10 1992, afier which it dechined lo 638,382 tonios in 1994. Exports incrensed
Eom 32).412 wnnes in 1990 to 366,526 in 1992, und ther el o | 792 tonnes 1 1994, while imports of unmanufacusrod tobscso stabilized around 10,000
toanes. kn 1993, Brazil mpl-cad the USA as the wirld's icaubiuy, exg Wt of unmanufartured tobscco. Dunng the early 1990s, cigareits production showed a onc
year drop to 661,00 million in 1993 (Average uf i 1990 17192 per . .t was 707,600 millioa per yew). By 1994, thit was beck wp o 725,600 million. Duramg tre
curly 1990s, sxporta of cigareties inorsased substantiddly (5 ar 163~ m:tlion i 1990 W 220.2 muilbion ia 1994) due primanly to opening of markets in Enstern
Enrope, Asia, and the former Soviat Unian. In 1991 cgmemtc a2 the L/SA sccounted for 23.5% of total exports in the world. Total cxport sarmings on
manufactured obacco wan USS 4,963 million (n 1999 Lap=nt earrsoy: (rom lbacoo leaf decreased from LSS 1,441 million in 1990 w USS 1,322 millica in
1993. Import cowis of tobacco increased from USS 669 muliion i 1990 10 USS 1,560 million in 1993, accounting for 0.2% of total mpurts, with e majanity
(USS 1,002 million) spent on wdacco leaf. Revenue denved f70mm tubaceo in 1990 included USS 42,000 miltion in retail sales and USS 10,000 million in taxes.

Tndustry In 1990, 49,000 persons were cruploved in tahasco masnitacturing, spproxamately 0.4% of the tota! fabour force,

" Tebacce cousumption

From 1970 to 1993, overnil consumption devreasad by 11 S%u. while rum 1970 o 1990, the average number of cigarettss amoked per day Juclined slightly for
.- boil men and women, (31.3¢0 20.7 par day and 17 61y 17.2 per da- +espactivaly) Overull, the percontags of perscns mmokiog 25 of morc cigasettes per day has
" declined anty sightly, from 23.3 to 22.9%. Betwoen 1970 and 195, gar usc doclingd frow 944 to 182 gms per male (age LB and older), chewing tobacco
. degroasad from 481 to 336 gms per male age 1¥ 2nd older. het ynuff u~r increased from 86 3 10 {32 grame per porson (Mien and Women). In 1994, an exligulsd
* 3,400 million roll-yowr-own cigareties were vonsumad

* 1 af3 | 06/26/97 16:30:55
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_‘coutaining 17 mg of tar. Nicatine yislds ranged fram 0.05 mg 1o | 7 g, with the oot popuias hrand yielding 1.2 mg of nicotine. In 1994, 9¥% of rmanufactured
v IWMM wore fitter-tipped.

Mlﬂvt colt of cigarettes Lo 1995, the avirage retad price ot a packst uf 20 cigareties ranged from US $1.73 to US $2.33. with an average of US $1.89.
b a l”l. the svoraga miztas of labour reyuired to purchase 20 cigarefics u the USA, af the avorage indurtsal wage, was 10 minutcs.
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Prevalence

Per adult u-‘-adon of cigaretins
MUY, ) [
b
¢
$on o a—
i,_....... R
T v W ise e e m
. ‘l‘u/NicotInnl!‘lmn In 1990, the tar yield of all brands of cigarettes ranged from 0.3 mg to 26 mg (averoging 12.5 mg.), with the mont popular brend 3
Natioosl -me' of porsons ags 18 and older from 1970 to 1995 repurt » decline in prevalenve (daily and occasiona) emokiog) a0ong men from 44.1%% o
27.7.1 %, snd among women, from 31.5 % o 22.5%, with ovarall picvalence of 25.7% m 1991. In 1993, daily smoking prevalencs among adults (age 184) was
22.4%, compared 16 32.3% in 1992, Ths raie of decline among women is lcss than for men, and the quit index for men 18 suhaantially higher than for women
(51.6 vs 44.T%). _
Tobacco use among population sub-groups i - pres. icuce of smokung is lowest umong those with the higheat cducatioan level. In 1993, unaking
prevalence among thoss with 18 or more yean of education was 11 * % soaspared to prevalonce af 36.8% ameog thoss with 9-11 yean of education. By race, f
mooking among aduit blacks i similar to whites 1 2% v 7% 4% in . 91), bowever, among high achoo) studerris, smoking prevaloncs is bighoot for both mate
and females umonp, white (non-Hispanic) tcuagen. folluwed by Hupaos. aud waa lowest among blacks. In 1991, 3% of physicians and 1 8% of registered
nwiey wooked. The provalence of smoking is genevully higher o the . utheastern 11§, %mlnl’nccoum than m other pasts of the country. Regardiess of
education. age. and race, smoking rates are haghest i rrhap - we (Current mnoking prevalence was haym among persons age |8 and above residing in
citios (3294) than in muburban arcas (23%) wid noametn i, « -«s [27%)

USa, CURRBNT CICARE TTR (PARL ¥+ 0 CCATIONAL)

INMOKENS , W9 +
Nersendage i)
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Agegen

A'e Patierns Almont 80% of aookeny bogin o emoke regularly ot {6 years and below. For thase age 12-17 years, smoking prevalencs declined from 25.0%

in 1974 w 10.8% in 19591, but the chasge in prevalence ¥inc: 1990 is nogligible. In 1992, 17.2% ol high schoot seniors smoked, but in 1993, this Gigure had risen

0 [9%. In 1991, provalence was highest in the 3344 age group amony mea (33.1%) and in the 25-34 age group amang Women (28 4%). It is lowest m the 63+ d
.. agopoup (15.1% Sor mom and 12.0% for worneu). The rats of change s greatemt acmoog those wn the 18-24 ugr group for en and in the 35-44 age group for r
. women. Dale from 3 1991 survoy of high school studems (grades 9 * 2 ) indicated that 19% of males (and only 1% of fezales) tised amakeless tabacco within the -
past erondle.
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Mortality from Tobacco Use

Lung cancer mortality is increasing steadily among women bul apper: to be lovelling off anony wen. Substantal dacreasos in ischemic hant dinsase morality
ratas for men arc noled sinos 1980 (more than 50%). 1t u esiumatsd tnet in 1995, eround 529,000 destlu ware altributable 1o smoking (34% of total martality ).
Amaong femalor, macking atiributablc martality us insddle age ( Vi-4% «carv) increaned from S% of all deaths ot teso ages in 1965 to 31% in 1995 An wstimatad
52% of s} oaoer dealhs among midkilcage males (3369 vews) .1 '] were due Lo smoking,

Lung Comer Matllly Tronds, 1960 - 1990 Seocking-stiliruinl regrdw of dasths pos your
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Yobacco Control Measures

- Control on Tobaceo Products A sumbe of govermmental wnd nosgovernmantal orgamizations ere sctively involved in trhacos itucs, and tobacco

cottrol contivuce to be the aubjvet of much dedate in the LIS All stat~s prohibit tha sale and disribution of abacce to minors (voder age 18), and as of 1994, cach
wale is requirad 1o actively enforos their minor' o laws. A rolating systam of four bealth wamniagy is raquired on all cigaretie packets and edvortisememis
(ncluding &t poisteofsale). Federal law profubiu advertiaing «f tobs: < o vin tzlevision and radio Soveral citics have passed laws prohibitiog the advertising of
aigarettos on biliboards.

- Cipuetts manufacturers arc required 10 sbinit & Jist af cigazetts addrivas W te Dopartment of Heslth and Human Services. In 1993, the Food and Drug
Adzoinustration (FDA) proposed resirictions on the saic, diaributiu; . wid marketing of micotine-coolaining 10bacco products io parson Under age 18. Since the
.carly 19501, there has been & roajor idorease in anti-smokay IMigatis ¢ ranging from & class acyon suit on behalf of cveryons who has ever boon addicted to
0iootine, to stafn govermmenis siteropting w0 recoup the medical cont - f weating pationts’ smoking-relaled ilincases. As of 1993, laaws cumprised an average of
30% of the petall price of ¢ garcties (with a range uf 20 to 4% {rom the lnwest 1o the highest slatc), while moat other developed countries' tnbasce taxcs arc in the
_cangs of 50% to B6% of the reteil price. A few statos have carmarked a portion of cigarotte tax revenues fr comprehonsive tobacco coatrol programs.

Protection for noo-smokers The 1993 repon by the US Envuonmeotal Protection Agency. classifysg passive smoke s o Class-A carcinogen hat boon
an twporast factor o presily stengibening US anti-smoking icgulalion Premdant Clinton ruied thal the White Houss waa to be smoke-fres. Policias of fedoral
agencies genevally restrict, but do wot han smoking in the workplace The General Services Administration has issued rogulstions on smoking in federal buildings.
and tha Deparenent of Health and Human Services has insued o {ola baa on amoking in it buldings. Smokjng has been banned in all military arees, and the
Lahowr Dopartucol is considering plans to unpiement s ban on smoking 1n all workpleces, cxcept in sepansialy ventilated enclosed arens. Smoking ls prohibited
on busos, on domestic lights and restrictions apply for rail service. Smoking is also probibited in facilities providing faderally fuoded childrens sorvices including
schools and daycare cemitres. Sevirs) states have passod ¢xtrenielv siin jent amoking regulatiom, whale some cities have virtually banned all emoking in publiv
placos. Musy losal poveraments bave passed lews prohibiting «mab . v < restaurasts aod workpluces

" Health education Many of the hoalta-onented NGC* tics & «aarty of masorials and information on the bazasds of smaking, and slso offer smoking
cessation clesses. The Amevican Cancer Society spomsnrs an annual “Ureat American Smoke-Out”. The Centers for Disease Cantro) and Prevestion has run mediu
campsigps 10 educsts the puhlic on the hazards of smoking and cxpruure to covironmental tobacco smoke, and is distibiting media campaigne developed by
Sites throughout the courry. The Amenican Medical Atsoviation ha- also taken a sirong position in support of increased tobacco cantrol.
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THE TOBACCO EPIDEMIC:
A GLOBAL PUBLIC HEALTH EMERGENCV

very ten seconds, another
person dies as a result of to-

bacco use. Tobacco products are es-
timated to have caused around 3 million
deathsa year in the early 1990s, and the

death toll is steadily increasing. Unless
current smoking trends are reversed, that figute is
expected to rise to 10 million deaths per year by

the 2020s or early 2030s, with 70% of those deaths
occurring in developing countries.! The global public
health community, through the World Health Assembly, has
expressed increasing concem about these alarming trends. From
1970 to 1995, the World Health Assembly adopted 14 resolutions
which, taken together, strongly urge Member States to implement
comprehensive tobacco control measures.

This report will provide a global overview of the varieties and quanticies
of tobacco products in use around the world, estimates of smoking prevalence
by country and by region, and trends in global tobacco consumption. The

‘economic impartance of tobacco industry and trade co the global economy

will also be discussed. Estimates of trends in tobacco mortality will be
presented. Finally. highlights of some current successes in tobacco control

policy will be exainined.

s
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TYPES OF
TOBACCO
PRODUCTS

By the end of the twentieth cen-
eury, manufaceured cigarectes have
come to be the predominant form
by which robacco is consumed
around the world. However, there
are many other methads by which
tobacco is consumed, and in some
regions, othe: forms predominate.
Someofthe majorformsoftabacco
products currently in use ave:

Smoking
tobacco
®Cigarettes
& Manufacrured and “roll-your-
own cigarerres” (robacco
wrapped in paper)
w Kreteks .
#Bidis (tobacco wrapped in 3
temburni [eaf)
@ Cigars (zit-cured and fecmented
tobaceos, witha tobacco wrapper)
® Briar, slate and clay pipes
M Water pipes

Smokeless

tobacco

m Chewing tobaccu (Plug, loose-
leaf and ewist)

# Pan (Bete! quid)

® Snuff (Nasal snuff (dry) and
oral snuff (moist})

B Othersmokeless tobaces products

Forfurther informationontypes of
tobaczo products and the history
of tobacco use, the reader is re-
ferred to publications of the Ineer-
national Agency fot Research on
Cancer™and other publications.**

In general, global sales data
are most complere for manufac-
tured cigurettes, and range from
incomplete to non-existent for
other tobacco products. Moreo-
ver, it is not a straightforward

matter to combine sales dara for
different robacco products 1o ar-
rive ac an overall index of to-
bacco consumption. It is not
surprising, therefore, that most
sources of tobacco consumption
stacistics concentrate on manu-
factured cigaretces. In chis reporr,
however, estimates have been
made of total cigarette consump-
tion, including manufactured
cigarertes, roll-your-owns, bidis
and kreteks. -

In the absence of reliable
data on the consumprion of all
the various forms of tobacco prod-
ucts, it is difficult to estimate to-
tal robacco consumpeion. It is
nevertheless possible to arrive at
an estimate of all non-cigaretre
tobacco consumption using a re-
sidual merhod of calculation.
From the WHO Tobacco or
Health dara base it has been esti-
mated chat the total number of
cigarettes consumed annwally in
the period 1990-92 was 6.05 x
10%. These consisted of about 0.73
x 10" bidis (average weight 0.25
g), 0.1 x10* wll-your-own ciga-
rectes (average weight 1 g) and
5.2x 10" manufactured cigarettes
and kreteks (average weighe, 0.75
to 1 g). [t is thus estimated that
theweight of cigarerres consumed
globally was 4.2 10 5.5 x 10° kilo-
grams. Toral annual global con-
sumption of ynmanufactured
tobacco (dry weighe) in the pe-
riod 1990 to 1992 was 6.5 x 10°
kilograms, which is estimaced to
have been distributed as follows:

All cigasertes: 4.2-5.5° (65.85%)"
Manufectured
cigarettes
and kreseks:  3.9-5.2° (60-80%)"
Bidis: 0." (3%)
Roll-yourowns: 01' (%)
All other tobacco

products: 1.0.2.3" (15.35%)"

All tobscco products: 6.5° (100%)°

2
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In view of the paucity of data on Table 1. Estimated number of smokars in the world
.. .| whbeceo products other than ciga- (early 19905, M = millions) '
B [l bt .
.| presented in the following seccions Roes __ Fomales Tote
“tofor 0 comumgEion of SIS, | | pvioged contles 20N 100N 1M
.| RYCs, bidis and kreteks. Itlshould Developheg comunies 700K 100N soN
| bekeptinmind, howaver,thatthese | | word M 20N 11000
| estimates do not account for a fur-
o] der 15% o 35% of global tobacco | | sorvs: WO estinemn
: mpdm;mm;ind\efom
ofwbaccoproductiotherchanciga- | 40y 1, be methodologically | reasomablyrelisbeglobalandregional
| vewes. Thisunder-escimadon s likely ]sm‘f\fwidmmbly tehabalean; utinmesvof smo‘I:.long prevalence
.| ™ be pardculacly selevanc in the | ooy i These surveys | besedondatafor87 counties, repre.-
+ | Meditesranean region, and Cenmmal | U representative of nacionsl | senting 85% cf the word's popula-
and Soudwm Asia, where these ! populations, orof a large segmentof | tion As move and more countries
Pd“.'ma'mm produccs are * thenational population. Theresuls 4|  adope the WHO recommendadons
in widespread use. | of these surveys have been used 1o | for stndardized survey procedures
_ consuwee regional and global esti- | andreporting, estimacesofglobal and
S M 0 K l H G ' marnes of smoking prevalence. nal smoking prevalence will
,! WHC guiddelines for conduct- | become more reliable.
PREVALENCE | i s o s e e
end charaurentsmokersbe further | Estimation methods
- Data sources classified & daily or occasional smok- | The escimated percentage of the
- { and quality ers, and that all duee categories be | adult population in each WHO
{ For many years, WHO has encour- | reported (daily, occasional and cuwr- | Region for which there are rea-
1 aged Member Scares o use standard- | rent{daily+ occasional)).Mostcoun | sonably reliable data on smoking
mmmwmﬁo&m uiaduzhvemﬁed:u;lptmlan prevalence is as follows:*
| elicit informadononsmokingpreva- | surveys have reported daily smoking,
- teca Guidelinesonsandardizedsur- | and chat isthe basic prevalence indi- | WHO Regioos (87/190) 1
veymethodswerefrstissuedin 19838 | cacor that has been used hare. In Aﬁf:u_n”'(“)m o
and then revised in 1987." In 1996,  inany cases, itwas notalways possible En erican 19/
these guidelines were epanded and | todistinguish between daily and cur- M(:dm 822) 62
updaced! In 3 growing number of | rent snoking based on available su- Eump:::\?m) -
cauntries, surveys of smoking preva- | vey reparts, Soone of the aveys | ¢ v el (5/10) 94
| lence ase being conducted, using | reporred here may therefore not be | oo s (1421 95
WHO recommendadons for snd- | striccly comparable with each ocher.
- andized survey Differences in sgvey methods, deft- | wod (877234)¢ a5
With theasisnce of WHO's | nitions and other biases may reduce | Mece developed
MermberStates, counryrepresenta- | cthe comparability of dara. " countries {34/54) 90
tives and Regional Offices, WHO Despite theselimitadions,alarge | Less developed
Headquartershasreceiveddawfrom | nuruber of counties have followed countries {53/180) 84
3 number of anoking prevalence | WH( recommendadons for sand-
surveys from around the world. Of | ardiz~dsurveyproceduresandreport- | With the exception of the WHO
thess,surveys fromB7counmries were | ing. Irhus thus beenpossible mprovide | African Region, survey tesults
i mcmwon 1990-1992 (in ilograms « I0°),
: : ﬂu um:'fm Sl “M:'h“’l‘ e f uneki dara over dhe eyl number uf eouAITISS in dhe Teson.
4 Dn-lunl atwln' a, ::lm:vu with :uialu:;:l::'m:‘?wmun::l? nrm«lv -:mlm ‘:“m\"m 'sf:: ‘:whl card {734 1o uml..e than
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YabYe 2.Dally smoking prevalence, men and women aged
15 and over, sslected regiors, early 1990¢
Men  Women
i) {
35 2
35 4
4 %
!} {
&0 §
42 N
v 7
60 i)
43 !
] 7
L) 3
M ]
4l ]
5 k|
0 U
7 12
v provcianes wintes b Alic: wre bosed on vy Rended information @ houkd be waed with cxtion (1 bt}
1 ** Lachias moation of Herfhers Ao, Western Asin aod the Ciare! Auiem Bepuiio of the lormar Sorint Urdon.
i : e

qumidable from countriesrep-

- 80%-95% of the toml
pogidlation. Apart from
egicH wnllp::l:edan

hly represencative of
# a whole. Within
n), average daily smok-
ivalence of the population
ks of age and over was first
nated - for both men and

: adult population of
v §bisve councries. The resulting
sweighted average smoking

apply to the enite reglon, in-
ud g those countries for which

smoking prevalence was not
known. Multiplication of these
estimated regional prevalences by
the regional adulepopulation aged
15 years and over yielded esti-
matesof the tocal nuraber of smok-
ers in each region.

For the African region, very
little survey informarion was avail-
able. Thetefore, a modified esti-
mation method was used.
Reasonably reliable national sur-
vey data ace available for 7 out of
the 46 countries in WHO's Afri-
can region, representing 33% of
the region’s total population aged
15 years of age and wver. Popula-
tion-weighted average prevalence
sstimates for chese few sounrmas
were 36% for men and 10% for
women. However, it s unlikely

- for women. These prevalence lev-

thatthesecountriesarerepresenta-
tive of smoking prevalence in the
1egion as a whole. Scattered local
sutveys, reports of per capica ciga-
rette consumption and other In-
formation suggest thar average
smoking prevalence for other
countsies in the African region is
lower than these estimates, possi-
bly as low as 25% for men and 1%

els were combimed with the esti-
mates for the countries where
smoking prevalence is better
known to yield che final popula-
tian-weighted smokingprevalence
estimnates reported here. Clearly,
smoking prevalence estimaces for
Africa are based on very limited
information, and should be used
with great caution.

Results
WHO estimares that there are
about 1.1thousand million smok-
ers in the warld, about one-third
of the global population aged 15
years and over (see Table 1). The
vast majority of these are in de-
velopingcounaies (800 million),
most of whom are men (700 mil-
lion). In China alone, there are
about 300 million smokers (90%
men, 10% women), about the
same number as in all developed
countries corbined. About one-
third of these regular smokers in
developed countries are women,
compared with only about  in 8
in the developing world.
Globally, icis estimated thar
47% of men and 12% of women
smoke (see Table 2). In che devel-
oped countries the comespond-
ing figures are 42% for men and
24% for women. In developing
coungries, available dara suggest
that about 48% of men and 7% of
women smoke. Table 2 also pro-
vides estimates of daily smoking
prevalence for each of the six

WHO regions and eight geo-

4
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Table 1. Estimated smoking prevalerce among men and wormen I5 years of age and over,
1 ~ by country, latest available year (ranked in order of male smaking prevalence)
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juplw: regions. Male smoking | countries with established mar- | mies (23%) and Latin American
"] ‘prevalence varies substantially | ket economies, male smoking | snd Caribbean countries (21%).
| sinong regions, from less than | prevalence averages 37%, com- | In all other regions, fewer than
1 30% in the Afican Region to | pared 0 60% in the formerly so- | 10% of women smoke.
1 60% in the Western Pacific Re- | cialist counuies of Central and In many counzies, people be-
gion (largely as a result ot male | Eaviem Europe. ginsmokingatyoungerand younger
| smoking prevalence béing 61% Smoking among women is | ages with the median age of inicia
in China, the largest country in | most prevalent in the formerly |} ton under 15 in many countries,
the region). Nor arc pacterms of | socialisccounmriesof Centraland | Moreover smokingisfrequentlyvery
malesmokingprevalence uniform | Easrem Europe (28%), countries | prevalent among younger people.
among developed countries. In | with esrablished market econo- | For example, in South Africa, over
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Figure 1. Number of cigarettes smoked per day
ver dailly smokar, by region \
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o can be expecosd

5 pzevulent.e esti-

*§ rorn tn Table 3, with prevalence
sepuntely for men and

the estimared prevalence levels
should be considered as approxi-
mate, given the problems of data
comparability and reliabilicy.
Theestimated number of ciga-
rettes smoked per day per daily
smoker for each WHO region and
various geagraphic regions isshown
in Figure 1. In general, fewer cige-
rettes aresmoked perday per smoker
in developing countries (14) than
in developed countries {22).
Among developed countries, the
highest rate of daily consumption
per smoker oc curs in countries with
escablished market economaies (24
cigarettes per day), while in the
formerly socialist countries of Eu-
rope, smokers smoke 17 cigarettes
pes day, on the average Among
regions, the number of cigarettes
smoked per smoker ranges from a
low of 10 per day in the African
Regiontoahighof | Sperdayinthe
American and European Regions.
The rate shown for all developed
countries, 22 cigareteas per smoker

perday, ishighee than in any single
WHO Region. This is because all
WHOregions include at leastsome
developing countries, where daily
consumption per smoker is usually
lower than in developed couneries.
However,developingcountries
can take lirde comfort from these
data. One of che characreristics of
whaccoaddittion is thattolerance
nicotine increases over dme. In re-
sponse, srokets increase their intake
and, to theextent that theycanafford
to, smoke more cigarettes per day In
many developing coungies, smoking
has only become very widespread in
recencyears. As large cohorsof young
smokers age, increases in daily con
sumptionofcigarettes per smokercan
be expecved. This mend owards in-
creasing daily consumption per
smokerwillbeaccelerated where eco-
nomic development successfully re-
sules in increased real disposable

pesonal income, unless there are &f-
fecrive tobacco conto! measures n

place © reduce demand.
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Table 4.Global and reagional estimates and trends in ccmump"en of olqnettn pur adult
15 years and over, 1970-72 to 1990-92 . .
. Ansod) % :
Ggarettes [ 197072 198003 lm-n
por adult 15 + . | RN T
197072 198082 193092 | 19s0-82 - isso | lm-n
1.0 Alrican Reghon SR | L7/ M ] . - 1.2 ’
}] Aewricon Regioa - 1% 2810 1900 43 ¥ R --'-l.S o
-4} fstom isiitorraners Reglon 700 . %40 930 29 Q|4
{ _mlqm oY 25w M0 | 06 Y
1% 1140 1230 'R s | b
Wastorn Pt lngkn 10 1610 2010 1 2 [ w.
| Mers developed comatries - \j7 2080 2980 259 TSV Y
Estublizhed morke economies 2910 3000 70 03 A8 ] 08
wconomies of Esrope U8 i X oM 14 42 oé
Loss doveluped caustries 840 1220 10 54 2.9
. Ching 70 1290 1900 57 3 .48
hﬁ 1010 1310 1310 2 0.4 1.5
Othes Al aed Mends 780 - N30 1190 2 0.5 it
- f- Widdls Eestem ausaant 950 130 1200 3 A 12
- SulbSeharon Arita 410 4% 500 13 82 19
1- lﬂhhlﬂw and the Caribbeon 1430 1540 1310 0y 14 04
1 Wertd 1410 1650 1660 ol 0.8
MMMi-lmdﬂnmt s (o0 )
o TO B AC C 0 revenue for a number of govem- | Estimatesofconsumptionwerebased
e mens. Therefore, manufacturers, | mainlyonthe comprehensive, and-
L CNSUMPTION goverments or boch have an in- | ardized set of data reported by the
R . centive o earefully monitor and | United (Sgsm Department of ﬂ
| record cigarette pio- | culcure (USDA) for manwfac
Estimation methods, duction, sales, import, and expary | cigaretee production and erade, sup-
data sources volumes. Hand-madecigarettesand | plemented whereverappropriate by
| and data quality bidis are less carcfully monitored, | information from the United Na-
.| Clgarertecansumprionperadule15 | but based on information available | rions Statistical Office (UNSO).
- yearsofageand overisan important | on consumption of bidis, manufac. | Daca from narional sources were
summary memsure of tobacco use. It | rured and hand-made cigarertes, an | prefecred when these were deemed
.| gives a good overali indicarion of | estimate of apparent rowl cigarerte | to be the most reliable. This meas-
"} howmucheobaccoiscurrentlycon- | consumption per person 15 yearsof | ure of apparent consumpeion is an
. | ‘sumed, and by inference, the rela- | ageandoverhasbeenpreparedbased | approximationoferue consumption
:f tive size of the future bunden of { on the following formula: because it does not take account of
*_-}--Mmddnd\tlmwlllbecaused seocks held by cigaretee truders,
1 bywbucco. Manufacturedcigaretres Ggarste consumplion par adult = wholesalers and ;_tmlers. This :‘:II
) 4 , bca inaccu when
o bact mandcnen s of, | | Memmemenan | o kock
* e an imporean source of taxation Populaion aged 15+ from one year to the mext.

7




.86/38/9"’_ @9:04 NO.S48 PO13-818
17:31 FR CDC

TO- 313015846777 P.13r22

TE&BACCE 1 LA

. gq}xtnmmmbldu Figure 2. Trends in per adult cigarette cansumption fn
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{ Takle 5. Estimated per capita consumption of cigarettes per adult IS years of age and oveyv,
solected countries, 1970-72 to 1990-92, ranked according to consumption In 1990-92
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Erent use of unmanufactured tobacco by
e manufacturers, 25 leading countries, 1994°
Mutri tontes Percert
of tobueco (dry weight) of world totsl
69 18 100.0
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| 667 146 9.4
C e 436535 63
- 190 060 2
167 381 3
. SRR 179 200 14
0 165706 24
o 152 500 12
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' 94 403 14
2318 ' 13
gt 052 13
87175 13
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i of Kores 73457 1.1
. 71840 1.0
nw 1.0
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55951 048
55059 08
51 500 08
L am 0.6
cilgd @ %8 06
s 9463 04
yok foa Rep. of Korso 38 500 0.4
6067 881 37.0
+part + prodhation - sxport - ndeg siocks
m;mdhhh-. Faraign Agriculierol Servies
Nts - count for smuggling. Whensupple-
and wade data sup- | mentary information wasavailable
Lnited Seates De- | from countries on the extent of
Agriculture were | cigarette smuggling, furcher adjust-
v sccuricy, validaced | mens have been made. Adjust-
riste, adjusted. | ments for smuggling improve the
i¥nceofwide- | quality of the consumpdon esti-
idg was of- | mates, but remain a source of po-
teadon for | renrial amor since estimaces of
dew. Where | smuggling can seldom be verified.
has correered | [ some countries, dury-free sales

and/or smugsgling were known ¢

be widespread and were prabably
the source of unreasonably high
estimatasof cigarette consumption,
butno informarion wasavailable to
carry out further adjusaments to
consumption data. In these cases,
data for these counrtries were ex-
cluded from comparative analyses.

Ina few cases, very large (over
4000) or very small (under 50) esti-
mates of apgual clgarette consump-
tion per adult resulred from these
indirect estimacionmethods. These

estmates were viewed as implausi- |

ble and have not been retained for
comparative analyses. In the ab-
sence of possible explanations such
avarmed conflict, smuggling, o sud-
den economic change, large year-
to-year changes in per adult
consumption (i.e. a change greater
than 250 cigaretres peradult in one
year) were adjusted using curve-
smoothing techniques.

When reported absolute pro-
duction and/ar import figures re-
mained constant for severml yean,
adjustments were made to ensure
thatconsumprionperadult was kept
constant. Because of an increasing
adule population in most courvries,
this generally resulted in an upward
adjustmentofrepored cigaretie pro-
ductonand/orimports. Wherethere
was reason to believe chat per adult
consumption may wall have de-
clined over the period in question,
this adjustment was not perfortned.

The effect of short-term rem-
poral fluctustions in per adult ciga-
rette consumption was minitized
by reporring three-year annual aver-
ages rather than yearly dava for this
indicator. Thus, three-year annual
average peradultcigarette consump-
tionare reportedhere for the periods
1970-72, 1980-82 and 1990-92.

Results

Global and regional estimates of
cigaretre consumption per adule
{5 years of age and over are given

ND.S48 PB15/018
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————




063097 B8S9:07 NO.S48 P@B16-018

P ‘32 FR CDC

P.lBr2e
—ra——

TO 813815946777

T@BACCB.;&":

.. - Figure 5. World unmanufactured tobacco and cigarette
' congumption, 1970-54 . '
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Table 4 for che perlod 1970-72

*1 0199092 for WHO regions and

economic development regions.

‘1. Cigurerre consumption has in-

, cressed in some regions and de-
..crensed in others. Over this

Y swency-yearperiod peradultcon-
.| sumption remained about the
.«| same in the European Region,
..'| deeressed in the American Re-
|- gion and increased in all other

- regions, mosc rapidly in the West-

'I: ‘et Pacific Region. Consumption
 ‘hasdecreased indeveloped coun-

‘t¥es since 1980-82, but this de-

1 %cvease has been counterbalanced”

r 8 comparable increase (1.4%

consumption remained steady at
abour 1650 cigarertes per adult
from 1980-82 o 1990-92.
Figure 2 demonstratesclear-
ly that che appatent stability in
global cigarecte consumption per
adult is composed of decreasing
consumption indeveloped coun-
tries, offset by increasing con-’
sumptionindevelopingcountries.
Increases in consumption have
beer: most rapid in China, the
wor ld’s most populous nation, ac-
counting for about 80% of the

¢ adultpapulacion of WHO's West-

ern Pacific Region. In China, es-
timaced per adulc consumption of
cigarettesincreased by 260% from
1970-72 w0 1990-92.

Despite these oppusice
trends in developed and develop-
ing countries, average per ndult
consymption in developed coun-
tries (2590in 1990-1992) renuwring
subseantially higher thon in Je-
velopingcountries (1410in t990-
91). Figure 3 shows that average
per adule consumption of ciga-
rettesindeveloped countrics with
established market econumies
rosesteadily fromaround 600 ciga-
retres per capita in 1920 to high
of over 3000 cigarettes per adulc
in the mid 1970s. Since then, che
rate has declined by about 16%.
Increases in cigarerte consump-
tion in developing countries in
the 1970s and 1980s mirror omi-
nously increases in cigarerte con-
sumption in indusrriulized
councries earlier in the twencieth
cencury. Moreover, the gap in per
adult cigarette consumption be-
rween developed and developing
countries is narrowing. Figure 4
shows thac in the early 1970s,
average cigarette consumption
per adult was 3.3 times higher in
developed countries than devel-
oping countries. By che early
1990s, chis racio had decreused to
1.8. If chis erend continucs, per
adult consumption in develuping
countries will exceed that of de-
veloped countriesshortlyafterthe
tumn of che century.

Trends in estimated per
aduleconsumption are compared
for 111 countriesin Table §. Only
countries for which per capita
consumpteion could be escimated
with a reasonable degree of reli-
abilicy have been retained for
this comparative analysis. Table
5 shows thar there has been a
dramacic shifc in the group of
countries with the highest races
of tobacco consumption overthe
petiod 1970-72 o 1990.92. In
the early 1970s consumption was
highest in Canada, Switzerland,

o db Rl L.
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i Table 4 for the period 1970-72
y$950-92 df:t VIIHO regions and
wanomic development regions.
Chjaretce consumption has in-
*otpmsed in some regions and de-
1-ereased in others. Over this
[ - ewenty-year period peradule con-
' sumption remained abour the
1 same in the European Region,
{-‘decressed in the American Re.
-and increased in all other
mgions, mostrapidly in the West-
‘den Pacific Region. Consumprion
| hasdecreased in developed coun-
{ -tries since 1980-82, bur this de-

| ctease has been counterbalanced
by a comparable increase {1.4%

tales. As o resule, global cigarecre

- peryear) in less developed coun- !

consumption remained steady at
about 1650 cigarettes per adult
from 1980-82 w0 1990-92.
Figure 2 demonstratesclear-
ly that the apparent seability in
global cigaretre consumption per
adule is composed of decreasing
consumption in developed coun-
tries, offser by increasing con-
sumption indeveloping councries.
Increases in consumption have
been most rapid in China, the
world's most populous nation, ac-
counting for about 80% of the
adule population of WHO's West.
em Pacific Region. In China, es-
timaced peradult consumption of
[ cigaretresincrensed by 2609 from

[ 1970-72 10 1990-92.

Despite these opposite
uends in developed and develop-
ing countries, average per adult
consumption in developed coun-
ties (259010 1990-1992) remains
substantially higher than in de.
veloping countries (1410in 1990-
92). Figure 3 shows chat average
per adult consumption of ciga-
retees in developed countries with
established marker economies
rose steadily fromaround 600 ciga-
retxes percapira in 1920 to s high
of over 3000 cigarettes per adule
in the mid 1970s. Since then, the
rate has declined by abour 16%.
Increases in cigarette consump-
tion in developing countries in
the 19705 and 19803 mirror omi-
nously increases in cigarerte con-
sumption in industrialized
countries earlier in the twentieth
century. Moareover, the gap in per
adult cigarette consumption be-
tween developed and developing
countries is narrowing. Figure 4
shows thar in the early 1970s,
average cigarette consumption
per adule was 3.3 rimes higher in
developed countries than devel.
oping countries. By the early
1990s, this ratio had decreased ro
1.8. If ¢this trend continues, per
aduleconsumption in developing
countries will exceed that of de-
veloped countries shortlyafter the
tum of the century.

Teends in estimated per
adultconsumption are compared
for111 countriesin Table 5. Only
countries for which per capita
consumption could be estimaced
with a reasonable degree of reli-
abilicy have been retained for
this comparative analysis. Table
S shows thac chere has been a
dramatic shift in the group of
countries with the highest rates
of tobaceo consumprion over the
period 1970-72 to 1990-92. In
the early 1970s consumption was
highest in Canada, Switzerland,

1"
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Table 7.Apparent consumption of manufactured N
cigarettes, 25 leading countries, 1994°
Mifions Percant
g Afen from above Roek Couatry of cgureties of world latal :
pectes per adult in WORLD 5203417 100.0
pelow that level by '
or i 1 Crine 1646028 4
2 Uned Sictes S8 N7 "
ol 3 Jopan 21 ggl ::2
g c of 4 Russian Fedsration 177 000 - 4
- w"‘,,' Rc,,,"“u,,,'m. 5 indonasi 142 Y]
: arectes pes 6 Germany 1814 28
7 107 109 YA
] folend 103 087 0
9 lic of Karea %4 300 19
10 9 531 19
N Tokey Wiy 18
12 Frepne 9113 17
13 United Kingdom 89 670 W7
H indio 86 530 17
15 thiipines 05360 16
16 Spoin 2% 14
17 Vcoine §0.000 15 |
M (oo 51 047 10 )
19 [ ) LYALH a9
20 Thtld sm 0y
thesame | | 71 Agerino 41300 08
0 perlod reach- 2 it vmn [}
n connes in 1994 23 South Ao 37685 0
R tu, both indicacors 4 Romanio 000 ! 07
.Huh changs from 1970 25 Pokisten ) 3146 07
maloalated s rates | | 431607 029
aluhms- .
of amavfadured Ogureies
* Production + iDperts - oporty
Soorcx: Unded Stres Dogartonend of Agricaitery, Fereign Agricalteral Secvica
rured tobacco products. For most | made upof a wide variery of other
ofthe petiod 197010 1994, manu- | tobaceo products.
factured cnguasuu accounted for
about 60% —-80% of tocal robacco :
consurption by weight (assum- TO BAC c 0 '{
ing 1 cigarerre =0.75 to | gram of
unmanufactured tobacco). As ‘ N D U ST RY !
shown earlier, bidisand roll-your- | Most of the global tobacco manu- I
. . i
own cigarettes account for about | facturing indusery is controlled
a further 5% of global robseco | by a small number of state mo-
consumption bv weight, withche | nopolies and multinarional cor-
remaining 15% to 35% being | porations. The largest of these is
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{ *utite B.lmpert costs of tobacco, 1993, selected countries, in thousands of USH, -
- vanked according to % of country's tatal fmport costs® .
: Other wasofactred  Unmasofactursd ~ impert costss % of such cowntry’s
Gigrattes  toboxce praducts foboe - clltebecss . toiel Import costs
260000 3000 240 W40 - K
76000 ' 3000 0o - - U3
186734 §550 k[ 1] 135482 .. 1R
11000 nws . 242
4655 102 ASH N 0§
509 - 5006 199
21000 30 560 51500 n
7128 ' 1\28 18
12 ] 17 502 0121 . 155
o 71200 . 700 7500 .15
. 1300 - 2500 3400 1%
- Cantvel Africen Republic (] 38 3817 124
gmanla 72000 16400 18430 1F]
. ibevio § 000 : {0 9400 119
ot 504 | 15 5197 105
%‘ 155% B 1812 143822 0.50
B $20 940 (R ¥s] awW 364876 0y
. Moot 62 582 1242 14084 77888 0.85
© Geime 8070 50 842 0.83
Turkay 048%4 93666 08560 082
Mourisonto 3500 ' 1300 4300 078
Ruion Fedwrwtion 268 338 1585 76645 347568 073
31600 10000 13400 on
m $000 $212 on
4696 300 5498 072
Seorey; Wurld henk, Mumen Oavelaproent Deportmant ’
the state monopoly in China, | Data sources purchase chis cured tobacco from
- whtichsold 1.7x 10" cigarentesin | Tobacco is gtown in over 100 | farmers, and subject the wobacco
lm 31% of the global marker, | councries and comesina number | to further drying and processing
sut the same marker share as | of varieties, including Virginia | for periods varying from a few
¢e largest multinational | flue-cured, burdley, Oriental and | months to two years. During this
> corporations combined. | others. After the tobacco is har- { time, moisture loss will reduce
, ehe seven largest multi- | vesced, mast varieties are subject | the weight of tobaceo by 8% to
dpabaccocorporationsac- | to an on-farm heat curing proc- 12% in most cases, and occasion-
or nearly 40% of global | e55. Depending on the variety, | ally by as much as 40%. It is then
sales! tobacco may be cured by piped | resold to tobacco manufacturers
eaders may wish to consult | warm aic (flue-cured), or it may for transformation i“““‘hi’“’"‘
ublications for thorough | be cured directly over an open, | Ucts as cigarettes, cigars, pipe to-
nalyes of the global cobaccoin- | slow-buming fire (fire-cured), or | bacco, and fine-cut robacco for
$* &isery *? The current report will | it may be lef in the sun to cure | foll-your-own cigarettes. Sales ro
: 1" be confined to presearation of a | (sun-cured). Salesoftobaccofrom | tabecco manufaceurersareknown
b!y indicators of the state of the farm after cuang are known L H dr_\'«u’et‘glu sales. Modern
| as farm-weight sales. Leaf dealers | manufacturing practices have

‘global tobacco industry.
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arnings fromn tobacco, 1993, selected countries, in thousands of US#,
omording to % of country’s total export earnings®
Other monvicrtered Usmancfoctered Export samings: % of each couniry’s
- Qigurattes _iebuces produds tobgeco ol tobacco  tote] export sarmings
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2000 975 0000 92915 846
15400 15 000 1Al
1 76 55651 mm 437
178 2500 4225 42
. 701 ~7m n
sam ] wm 388 891 yRE]
370 13000 16700 n
120313 1030 171 343 209
19317 n 697 002 890508 , 203
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42945 396 560 438 508 1.60
19 1702 s 12993 Ll
3000 3000 104 -
70 08 rrl] 6994 977 5% 096
1155 680 191359 55 407 1402 844 674
7680 100 1460 076
am - 58% “oy 076
700 545 145 075
1 948 24m 6 3% 075
2933930 6420 1321630 5261 980 0o
A4 954 134 842 s ni 0.68
B 11698 1172 048
1800 12536 1433 0.60
21 000 S84 26 687 05
. Omograndt Departrnct
ifiingeofsolracco | nerwork of data collection agents | 1994 on apparent use of tobacco
R¥Biairing proc- | inUnltedStatesmissionsandem- | leafby tobacco manufacturers (be-
; -use of global | bassiesaround the world, andde- | ginningstocks +impores + produc-

votes a good dea! of artention w
ensuring the timeliness and accu-
racy of dataon tobacco leafproduc-
tonandtrade. USDA dataon world
unmanufactured robaccoproduc-
tionand trade are comprehensive,
accurareand reliable formost coun-
tries. However, it should be noted
thae USDA estimates are subjeccto
revision for several years as data
reports from previous years are re-

| .ceived and finalized. Information

reported by the USDA forthe year

tion — exports —ending stocks) of
dry-weight unmanufactured to-
bacco is given in Tables 6 for 25
leading councries. Table 7 displays
corresponding informarion for 25
leading countriesonapparentcon-
sumption of cigarertes(producton
+import—exporss).

Based on information pro-
vided by countries to the World
Bankand the United Nations Sta-
ustical Office, the World Bank pub-
lishes information on che dollar
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value of unmanufactured end
manufacturedtobacco importsand
expory. Tables 8 and 9 display chis
" information for 25 leading robacco
limporcers and exporters.

1 Production and trade

5 is grown in over 100 coun-
" rios, the 25 leading producers ac-

. eount forover 90% of plobal whacco
- { production. Couptries that import
..._hmmuoimmuﬁcoaedw

: u:hu lheUm:edSutes.Gunmy.
.| theRussian Federationand Japanase
‘also major consumers of manufac-
tured cigarectes. Others, such as Bel-
gium and Singapore, are major
exporters of finished whacco prod-
uets. For many yeass, the United
Saves was the world’s leading ex-
.| poxner of unmarwfactured whecco.
o) Mowever, by 1994, it had been sur-
"] pessed by Bearil and Zimbsbwe, the
i+ - vwo Jeading souress of invernation-
' § -l wded unmarafactured wbacco
‘el the mid-1990s. Just five coun-
. s, Bewzdl, Zimbabwe, the United
1 Swmtes, Turkey and Ily, sccount for
i '_-amhdfofalldohlmcfm
" | been substantial recent growth in
-1 vobacco expores from Makawi and
|- Chira. By 1994, these couneries
'} . tively, among the wodd' leading ex-
' portens of unmanufactured mbacco.
There were nearly seven mil-
lien connes of unmanufacrured to-
bacco apparencly used by tobacco
| manufaceurers in 1994 (Table 6).
I As previowsly indicated, this is a
‘| reasonably good indicaror of final

% .+§ glebal wobacco consumption, be-

1 ctuse nearlyall thistobacco would
-be sold to consumers in the form of

Wmedmbacoommmabouc

one year of being processed by a
tobacco manufacturer. It is impor-
tant to note, however, thar the
apparent use by cobacco manufec-
turers shown for each country in
Teble 6 do nor indicare final con-
sumption, but anly the amount of
wobacco that was used in tobacco
man in thar country. At
the level of each country, final to-
bacco consumption will be further
influenced by imports and exports
of finished twbacco products. |

.China leads the world in to-
bacco marndaceuring, as shown in
Table 6. It is noteworthy that India
consumes 6.3% of the world's un-
manufactured tobacco, but only
1.79% of the manufactured cigaretres
{Table 7). This is a reflection of the
relative unpopularity of manufac-
tured cigarerves in [ndia, compared
o other tobacco products. Brazil,
the. world’s leading exporrer of un-
manufacrured leaf, has increased its
tobacco manufacturing capacity in
recent years, and now ranks eighth
among consumers of uumanufac-
tured robacco, accounting for 2.2%
of the world sotal. The 25 countries
listed in Table 6 transform over85%
of the world’s unmanufaceured to-
bacco supply into finished tobacco
produce.

Worldwide, about 5.5 x 10%
cigarettes were manufactured in
1994, with just four countries,
China, the Unitwed States, Japan
and Germany sccounting for aver
half of globul producdon. Soma of
the major importers of cigaretres
are 2lso major consumers of ciga-
rectes (such as Japan, France and
the Russian Federation). Others
are majorregional distributioncen-
tres thar re-export a large peccent-
age of the cigarertes they imporr.
As evidenced by the large number
of cigarettes they export; Hong
Kong, Singapore and the Nether-
lands are i this category. Ocher

countries, such as Germany and

the United Kingdom, are major
producers, importers, re-exporters
and congumers of cigarertes. The
United States is @ majoc cigareree
production centre and the world’s
leading experter of manufactured
cigarettes. Two other major ciga-
rette producers, Brazil and Ching,
have sharply increased their ciga-
rette exports in recent yean. In
1994, they ranked sixthand eighth,
respectively, among the world’s
leading exporters of manufaceured
clgarettes. In theory, world ciga-
rerze exporty should ﬂu‘l l"wul
mirs 8 small amount for mransit
tme. In practice, exports exceeded
impores by 282 000 million ciga-
rettes, representing 5% of global
cigarette production and 30% of
cigarettes in intemational rrade
Some of the likely causes and pos-
siblesolutionswthisextensiveciga-
rette smuggling problem are
discussed later in the Tokaaro Con-
ao! Measures section.

Apparent consumption of
mﬁweddmuaanmgd&e
25 leading consumer couneries is
given in Table 7. China, the world's
mose po county, is also the
world’s leading consumer of ciga-
verees. The worlds second most

pulous cauntry, India, ranks enly
fpo.;meenda for manufactured ciga-
consumption. However, when
thc mmmd 675 dhousand mil-
lion bidis consumed in India are
added o the 85 thousand million |
manufactured cigarerees, India
vanks second globally for toml ciga-
retre consumpdon.

Monetary value

of tobacco imports
and exports

Table 8 provides detailed informa-
tion on import costs for manufac-
rured and unmanufacrured cobaceo
for 25 leading tobacco importing
countries, ranked acconding o the
percentageof theirimporteastsspvnt

13
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* Cancars of the mouth, sasephagua, pheryns uad lasyrax o
. Future health effects T T
“ of eurrent smoking Tabh 12 Est vated psrcentage of all cancer deaths
. patterns du- "o srvuking, 1990
. Fased on available data end infor- " W ' Tota
vadon, itislikely thatwbaccowas | [ - - Nea _ Tiemes Ll
ecauscof aboutone millionadult ) -
‘caths in daveloping countris in Develcped ount -5 @ 10 ®
" e early 1990s. By the year 2000, .
. :«wbaccomayalready be causing two '~.p"*’h’ “auntnes i 4 ' "
* million deuths annually in tha de- | | ‘word
veloping world. However, due o y # f 0
-k of reliable data throughout Secv:e WG aricty xp o e x o, Y904, 3d Murray tod Lapas, I9H
- chotthedevelopingworld, chere | L. . . . ]

..« great uncertainey about these es-

- tauates: the ague morality from Worsty s o wrtaw. ! conswnpton in developing coun-
" ubacco wse in developing coun- | howesr i s o ab ke ! pes aver the last few decades. Un-
ries may be half of what is sug- | @used oy smabi. « el ¢ less 3 very large number of current
seated here,oritmaybeasmuchas | eounmrioc witl ros vube: woalle due | serckanmin davalapingeouneries quit
.wice this amount o i raviive . rage llgareree I sinwking n the next few yeass, ot
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Daveleped coumtrtes
“: -Estublished mesket economies
- Formerly sadiclist aganomies of Eviape

Poveloping countries
* Ching
Otber Asio and Herth Africa
. Sub-Saharon Africy
- Lotk America ond the (aribbean

Sovrer Moo o l, 1994 hor
Norray u'u:.,' 1% hmﬂwf:

unlesscthe hazards of tobacc . wee 1t

-developing countries can be dem- |
onstrated to be less than in e -

duserialized world, by the trn.c the
youngsmokersof today reas i -1 i
dleand olderages (bythe :.. v v
early 2030s), smoking will - . .
ing about 10 milliondeast. .
worldwide, 7 million of wi .+ wii
beindevelopingcounmies. The chuct

uncertainty about these predic fons

is not, on current oends, uAwther
they will occur, butexactly wierini
thefirst partofnextcencury, 2. ual
stoking-attributable mortadivy will
reach ten million. Only through
concerted global and nationJ! ac -
tion tostengthen tobacco crnereid

measures will this looming poine

healeh carastzophe beaverted
[t is imperative that & v},

demic of this probable magiuomle

be reliably monitored. In orler t)
do so, and to promote totacco
control measures in developing

countries, much more inforiatior:
is required about the hea'd- 1.

of smoking in developing - .
tries, and how chese arech.:+. .
To meet this need, WHO, o .
laboration with scientists ¢ I
ford University in the ' el

Kingdom has established 4 yiobul -

Table 13, Estimated r vbev - ¢

1
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T&BACCEHMM

iea - from tobacco 1n 1995, by region,
Men Wemen Torel
' 440 000 475 000 1915000
840 40y 375000 ) 215000
400 LU0 100 060 700 000
1 095 000 115 000 1210000
400 000 40 000 440 000
500000 40 000 $40 000
10 000 5000 95000
105 000 30000 135400
1535000 590 000 3125000

i actwk of prospective studies,
! mow m their early stages, (o exam-
wr 50 health effects of tobacco
cae ek Jeveloping countries.
Lo rare eeliable and detailed
v+ w100 on the health effects
S 6o Jeveloping coun-

: ,,bv; -uthbh' in rhe future
e ety of these prospec-
Ve o hes aile known,

o
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' TOBACCO
. CONTROL
| MEASURES

P Regrictions adopted
Pomv by Waorid Health
Sie T dly
om 1970 o 1993, the Werld
{ twale; Assembly adopeed four-
| reen rerolurions, all without dis-
’ senit, . favour of tobacco conerol
s -+ Several of the resolu-

- ! o comprehensive
sac - Lortrol programes and
die o in sarticulan 3 resolu-

- vee w5 rlin] isbaceo or Health,
wip L. o) D86 (WHAI9.14)%,
Lo lember Seates 13 consider

~

vooeesrehensive national to-

bacco control scrategy contain-
ing the following nine elements:

1.measures 1o ensure thar non-
smokers receive effective pro-
tection, to which they are
entitled, from involuntary ex-
posure to tobacco smoke, in en-
closedpublic places, restaurants,
wansport, and places of work
and entenainment.

2. measuies o promore absten-
tion from the use of tobacco 0
astoprotectchildren and young
people from becomingaddicted;

3.measures to ensure that a good
example is set in all health-
related premises and by all
health personnel;

4.measures leading to the pro-
gressive elimination of those so-
ciceconomic, behavioral, and
other incentives which main-
tasin and promote the use of
tobacco;

S.prominent health warnings,
which might include the state-
ment that tobacco is addictive,
on cigarerre packets, and con-
tainers of all cypes of robacco
products;

6.the establishment of pro-
grammes of education and pub-

P.B3-12
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lic information on tobacco and
health issues, including smok-
_ing cessation programmes, with
activeinvolvementofthehealth
professions and the media;
7.monitoring of trends in stok-
ing and other forms of tobacco
use, tobacco-related diseases,
-and effectiveness of national
smoking-concrol action;

":8.che promotion of viable eco-

nonic alternatives ro robacco
production, trade and taxation;

: 9.the establishment of a narional

" focal point to stimulate, sup-
. port, and coordinate all che

. above activities.

Elements one and four in chis
nine-irem list came in for special
attention again in 1990 when the
World Health Assembly passed
resolution No. 43.16," which

*~ urged all Member States:

1. to tmplement multisecroral

comprehensive tobacco con-
teol strategies which, ara mini-

" mum, contain the nine ele-

.. - amokeini
... closed publicplacesand public
& ansport, with special atren-

" ments outlined in Resolution
WHA 39.14;
2.¢o consider including in cheir
whbacco concrol strategies plans
© for legislation or other effective
measures at the appropriate gov-
emment level providing far:
a effective protectionfrominvol -
untary exposure to tobacco
laces, en-

" tion torisk groups such as preg-
- rantwomen and children;
b.progressive financial measures
aimed acdiscouraging the use
" of robacco;

' \.progressive restrictions and

concerted actions to elimi-

e eventually all direct and

. indirect advertising, promo-

_tionandsponsorshipconcemn-
_ing robacco.

le is NUPOITACT () e thar all
foutt. - 1415 ORI 31 :u«l{illg
ther. . citedatwve, <oreadopled
withe it dissert. indicaring a glo-
bal censensus in favoui of com-
prehensive t-ta. i cuntrol
measures.

Vieprte SuE Lonseasus,
many Senho rate. have expes
ricnced At iry ©o clfectively
impleicenung -recc:prehensive
tobacco conr:ol percins called
for by World Healu: Assembly
resolutions. Nevertheless, thece
are many outstandiig examples
from around the world of effec.
tive and imaginarive implemen-
tarion of elemeuts of comprehen-
sive tobacco contral policies and
programmes.

Many eleinenes of an effec-
tive compreher e tbaco Cone
mal poicvwll: onte v involve
somic G of ooisleove aetion,
whetke fn ke al adoptingor
amending law: 2 ulaconsor gov-
ernmer:t decres. These includer

" %
PR Y

Bprorectionfo. -hild: - rombe
coauz:g adde. wd te romacco;
Beftect,ve frorecnior © G nvol-
witan exposur -t ol e cosmoke,

@prom.nent heairth woihuyg on
tobax . produ.t pe. xagine;

W progressive ! runa . of to-
bacce advertuing:

B the use of financ il uwasures, such
ay higher tobaceo taxes, w dis-
courage tobacco consuimption.

Even micusures thacdo nocneces-
sarily require legislation o be ef-
fective, such wx establishing a
pagiona’ tobac: » conrr !t focat
poinr, maniror.y, Un 1abucco
epidem, imtiating booirh edu-
cation aswd promation avides,
and offenng wncking essation
progran:mes, are fequently man.
dated by legislation. A related
WHO publicacwer provides a
detailed analysi. inciuding e

' . s ""
T@gAC(%QJ,I

" gional summary @bles, of national

tobacco conerol legislation as it
existed in the early 1990s. The
following sections will highlight
effective ways of implementing
the main elements of a compre-
hensive tobacco control policy,
and then focys on examples of a
fewMember Statesthathave been
successful in implementing all or
most of the elements of acompre-
hensive tobacco connol strategy
called for by che World Health
Assembly.

Protecting children
from becoming
addicted to tobacco

In the early 1990s, about 25 coun-
tries had laws that prohibited the
sale of cigarettes to minors, with

| the age of prohibition varying

from 16 to 21 years of age. Re-
lated measures often include bans
ot testricrions on cigarecce sales
from vending machines, prohibi-
tions on sales of tobacco products
and smoking in schools, prohibit-
ing the offering of free samples of
tobacco produdes and prohibiting
the sales of single cigaretres. Un-
fortunately, even when such laws
exist, relarivelyfew countieshave
been successful in ensuring that
laws banaing the sale of ciga-
rettes to minors are respected.

However, that situation is
improving, and in a number of
local jurisdictions in several
countries, changes to penalty
scructures and enforcement tech-
niques have led to improvedcom-
pliance with these laws. The
followingelements have contrib-
uted ro this success:

B Fsablishing a minimum age of
purchase of 18 or older,

m Creating atobacco-sales licens-
ing system so that tobacco re-
wailers can be identified and

20
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