—

Australian Experience

From Global Leader to Global Failure in Tobacco
Control

Theo Foukkare

A
CEO, AACS - “I\‘CS



A World Leader in Tobacco Control

Australia has led the world in tobacco control policy & harm reduction for a long period
of time through the implementation of:

o Plain Packaging (2012)

o Full Colour Health Warnings & Now Health Warnings on each Stick Filter
o Marketing & Promotion Bans

o In Store Display Bans

o Outdoor smoking restrictions

o Age restricted access

o Excise Policies (2010 — 2025)

o Doctor & Pharmaceutical only model for Vaping Products (2020 — 2026)
o Bans on Flavours & Pack Sizes (25’s, 30’s, 40’s & 50’s) (July 2025)




Until the Market Became too Appealing to

Crime Groups

— Opinion

How a $10 billion tobacc PI’OfItS
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tax became a
smuggler’s jackpot

Our tobacco policies haven’t made it more expensive to smoke
and led to a state-sponsored boom in organised crime.

Chris Richardson Economist

EXCLUSIVE
Mark Buttler
JonKaila

Crime gang profit from illicit
cigarettes and vapes is now
outstripping what_syndicates
make from the top five drugs in
Australia combined.

The outlaw sector raked in a
reported $10bn for illicit smokes
in 2024, and the annual figure s
rising steeply every year.

Dominance of organised
crime figures such as Kazem
Tlamad is such that they now
have a market share pushing
towards 50 per cent — equal to
that of all legal sellers across
the country — compared to
39.4 per cent last year.

The Australian Criminal In-
telligence Commission’s
(ACIC) most recent wastewa-
ter report showed 22.2 tonnes
of cocaine, meth, heroin,
MDMA and eznnabis was con-
sumed in Australia over a year

That amount represented an
estimated  street value of
$103bn.

“Thevalue of the markets for
these five drugs based an con-
sumption during the relevant
period was in excess of
$103bn,” acting chief executive
of ACIC Matthew Rippon
wrote.

“Together, these figures
underline the size of the black
economy that relates to illicit
drug markets.”

But now the illicit tobacco
and vape industry is rapidly
overtaking that huge drug
market

For decades drugs have been
the mainstay of Australia’s big-
gest organised crime groups,
but the more recent experience
shows a massive shift towards
tobacco, a situation that is the
unintended  consequence  of
several factors.

HIGH taxes on legal smokes
have sent smokers en masse to
the pirate retailers, who are
often selling at one-third the
price of their competitors.
THEIR profit margins are ex-
traordinary because of the pit-

tance paid for a product that is
later blatantly sold from shops
at huge mark-ups

II' than 1 per cent of sea
cargo is checked and crime
gangs only need one in every
30 containers to get through to
make a profit.

THOSE busted smuggling il-
legal tobacco are punished for
exciseavoidance, which carries
far lighter sentences than drug
trafficking

The situation has led to
many retailers opting out of
selling cigarettes because they
are utterly uncompetitive
against the 1000 shaps in Vic
toria — more stores than Wool-
worths and Coles combined —
that have sprung up in recent
years brazenly selling the il-
legal goods.

“The federal government
has helped put these danger-
ous criminals on Australia’s
rich list by continuing to jack
up tobacco excise - they're
handing them customers and
boosting their profits to insane
record highs,” Theo Foukkare,
chief executive of the Austra-
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lian Association of Con-
venience Stores, said.

“Retailers are playing by the
rules while the dodgy shop
next door is selling tax-free, il-
licit tobacco at a third of the
cost and there’s bugger all en-
forcement.

“There’s minimal threat of

jail time so they keep selling

tax-free, illicit tobacco and
Aussie adults who choose to

TAX COLLECTED BY

$8.7bn
$8.5bn (forecast)

selling legal tobacco becomes
too costly and too dangerous,
retailers walk away.”

The latest is Narre Warren
North IGA owner Marco Cia-
varella. The Herald Sun re-
vealed he had pulled cigarettes
from his shelves after multiple
attacks in which young thieves
stole $17,000in smokes.

Fred Harrison, chief execu-
tiveof Ritchie,said the growth

from them.

“Maximum profit and next
tono punishment makes these
rich-list crims even richer.”

Other store owners have
quit because of the danger of
robberies by gangs of young
armed offenders who have
been hitting suburban outlets
in recent years.

Master Grocers  Australia
chiel executive Martin Stirling
said this was opening the door
forthe et syndicates

ofillicit
“Over the past l(w ‘months,
illicit (tobaceo) has nearly dou-
bled in sales and is continuing
togrow ata rapid rate,” he said
“Government inaction is cer-
ainly not helping us and my
concern is the lawlessness that
is now confronting Australia.
allow the sale of illegal
tebacco and vapes to continue
and grow, then what is next? [
do not know of anether indus-
try where and il-
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more dramatically and their
passive approach seems to be
endorsing the validity of these
products.”

An industry expert said the
situation ‘isn't misfortune, it's

“Retailers are being pushed
tothe brink:violent crime, staff
safety concerns, and insurance
and security eosts are making
legal tobacco less viable by the
day.” Mr Stirling said. “When

licit product has been allowed
to thrive as the tobacco and
vape industry has,

“It just does not make sense
that government and authori-
ties have not tackled this issue

Mhe explosion of violence,
g crime, lost revenue and
worsening health outcomes
aren't accidents, theyre the di-
rect result of government fail-
ure," they said.

THE AUSTRALIAN®
‘Bad policy: How sky-high
tobacco taxes sparked a
$5bn black market inferno

They’re calling it the ‘worst example of bad policy in the world’. A deadly
tax stalemate has s parked a health and crime crisis, featuring cheap cigare-
ttes, violent turf wars, firebombings and a burgeoning black market.




Enter the Tobacco Wars

300+ firebombings, 3 murders, threats, violence, standover tactics
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Why the Crisis & Surge in Crime?

Tobacco Control Policy is Broken

*There is a correlation between frequent &
excessive increases in the tobacco excise and a
surge in illegal tobacco trade.

*In 2010, the rate of tobacco excise applied to
one cigarette stick was 26 cents.

*ln 2026, it is $1.54 per stick
* Today the average pack of legal cigarettes is
between $40 - 50 vs an illegal pack at anywhere

between S7 - S15

*Vaping is prescription only & NGP banned

Estimated components of the price of 20
factory-made cigarettes, Australia, March

Retail mark-up Manufacturer GST Excise

o o 10,31,8%

Premium FMC brand

Retail mark-up  Manufacturer GST Excise

Budget FMC brand
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Convenience Retail Hit Hard

From 40.6% of in store sales now down to 17% - lost $2.5 billion over 5 years

The nation’s peak body for convemence stores has declared a lmpaCt Of illegal tObaCCO On StOI'e SaleS

$2bn collapse in legal tobacco sales, saying the Albanese

government’s “ludicrous” reforms have handed the . .
- Retail Sales === Change % vs Prior Year
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Killing the corner store:
$2bn lost to black ' market ;

tobacco
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THE AUSTRALIAN

Source: the Australian Association of Convenience Stores

Change % vs Prior Year



Legal Tobacco Consumption in Freefall

Total tobacco consumption, 2013-14 to 2024-25 (kgs, millions)
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While lllegal Consumption Explodes

Latest estimate by Govt is 60-70% of tobacco consumption is illegal

Figure 5-2: lllicit tobacco as a proportion of total tobacco consumption in Australia
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Vaping Incidence Surges

Around 8% of adult population is 1.7 million users

Vaping Incidence in Australia among 18+ population

Source: Roy Morgan Vaping Incidence Report December 2024
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Nicotine Usage same level as 12 years ago

Adult Smokers at 12%, Nicotine Vaping at 7.5%

Trended Smoking Incidence - Australians 18+

,
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Source: Roy Morgan Single Source Australia: January 2014 - June 2025, Base: Australians aged 18+, n = approx. 60,000 for a 12m period. FMC =
Factory Made Cigarettes. RYO = Roll Your Own. Total Nicotine includes FMC, RYO, vapes (from Feb 2018), pipe & cigar. Total lllegal = lllegal FMC &
illegal loose tobacco. Note: minor modifications to our vaping/e-cigarette question were made to reflect the changing landscape in Feb 2020
and Aug 2023, The Jul 24 — Jun 25 time period includes overlapping data with Jan — Dec 24 time period.



Policy Failure in 2 Charts
High of $16b in excise down to $5b per annum

Forecast to decrease to $2b by 2029

Taxing times for smokers Higher tobacco taxes, lower receipts

I Tobacco excise per 20-pack of cigarettes (§) Federal revenue from tobacco excise by financial year ($bn)

30.00 Budget estimates from 2025 \
15
25.00

The tobacco excise now acccounts for
20.00 about 70% of the price of a packet of
cigarettes

15.00

10.00
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rdian graphic. Source: Data.gov.au, ATO




What's Being Done to Address This?

$1 billion spent over last 5 years, illegal market has almost doubled

Division of Responsibilities Minimum Standard Anti lllicit State Framework Model

lllicit Tobacco & E-cigarette Commissioner

Coordinates the whole-of-government response, incl,
coordination between federal and state/territory levels

FEDERAL STATES &
GOVERNMENT TERRITORIES

O  Excise Policy N :
;.\ freasiny] ﬁ Penalties

Penalties +$1 million / custodial sentences

Landlord complicity + Landlord Lease Termination Powers

Explicit police powers to search & seize without warrant

Dedicated Enforcement Body outside of Health

Border Controls Legislative ‘Fit & Proper’ retail licensing Model

(ABF/Home Affairs) Frameworks

Domestic
. Good i
x Growing (ATO) (=] Eﬁ:ce:lr‘cement

Closure Orders — 3 month Short Term, 12 Month Long Term




State/Territory

NSW

VIC

QLb

SA

WA

TAS

ACT

NT

Licensing Regime

[ Fit & Proper

[ Fit & Proper

[ Fit & Proper

[ Fit & Proper

i Partial

[ Licensing

[« Licensing

1 Developing

Police Powers

[ Full Powers

[ Search Powers

[ Full Powers

[ Full Powers

1 Limited

1 Limited

[ Search Powers

} Limited

Penalties

[ >51M

[ >51M

4 >51M

4 >51M

i Moderate

1 Low

1 Low

1 Low

Retail Enforcement

[ Dedicated and

funded enforcement

Body (Health)
i Limited

[ Dedicated and

funded enforcement

Body (Health)
[ Dedicated and

funded enforcement

Body (not Health)

) Limited

i Limited

. Limited

. Limited

Landlord Liability
& Termination

i Partial

3¢ Not Included

[ Included

[ Included

> Not Included

3¢ Not Included

¢ Not Included

>C Not Included

Closure Orders

[ 3 &12 months

1 Limited

(4 3 &12 months

[4 3 &12 months

> Not Available

3¢ Not Available

3¢ Not Available

>{ Not Available

Model Alignment

In Progress

In Progress

In Progress

_ Best Practice

@ Needs Reform

@ Needs Reform

@ Needs Reform

@ Needs Reform



The Path Forward

AACS continues to advocate our 5 point plan

1. Reduce Excise on Tobacco by 50% to 2018 level
2. Regulate Vaping & NGP products for retail

3. Single Legislative Framework

4. Single Enforcement Body

5. Closure of Online Websites selling D2C
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