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2016/17 has seen many changes affect the UK tobacco industry 
and market, most notably the full implementation of several 
aspects of the European Union’s Tobacco Products Directive (TPD) 
on 20th May 2017. The TMA expects this to have a significant 
impact by boosting the trade in illicit tobacco and damaging the 
burgeoning e-cigarette market; affecting consumers, retailers  
and taxpayers.

The year in context:  
A changing tobacco market

Delivering in a  
year of change

The TMA is the trade association that represents the UK tobacco 
industry. Our members, British American Tobacco UK, Gallaher 
Ltd (a member of the Japan Tobacco International group) and 
Imperial Tobacco, are world-class international companies. 
2016/17 has been a year of major change for the 
UK industry thanks to the full implementation 
of what we believe to be excessive legislative 
measures, most notably, the introduction of plain 
packaging and the ban on small packs of tobacco. 
These measures threaten to increase the scale of 
the illicit tobacco trade.

Across the country the tobacco industry  
supports thousands of jobs directly and indirectly, 
invests millions of pounds in local economies, and 
provides up to £12 billion annually to HM Treasury  
in tax revenue.
Source: TMA estimate 

TMA member companies are at the forefront 
of developing and delivering potentially harm 
reducing technologies including products such  
as e-cigarettes.

We work with a host of charities and community 
groups to tackle issues around smoking  
related litter. 

The industry is also committed to working with 
retailers on schemes to prevent the under-age sale 
of tobacco and has comprehensive country-wide 
programmes in place. 

The key elements of TPD include: 
E-cigarettes have been restricted.
The TMA expects restrictions on advertising, tank 
sizes and nicotine concentration to reduce the 
likelihood of people quitting smoking in favour  
of e-cigarettes.

Packs of fewer than 20 cigarettes and hand  
rolling tobacco of less than 30 grams have been 
banned. Flavoured tobacco (e.g. menthol) is also 
being banned. 
In the first year, the small pack ban is expected to 
cost HM Treasury £2.1 billion of lost tax and retailers 
£1.5 billion of lost revenue as higher out of pocket 
expenses push consumers to the illicit market.
Source: Oxford Economics, 2016

Plain packaging has come into force.

In France and Australia plain packaging was 
accompanied by an increase in overall tobacco 
consumption. In Australia the sale of counterfeit 
cigarettes rose by 154%.
Source: KPMG, 2013, Illicit tobacco in Australia

In 2017, taxes were raised again and a minimum 
excise tax was introduced in the UK. The link 
between high tobacco taxes and the growing  
illicit market is well understood. 

The last year has also seen 
much uncertainty associated 
with the UK’s decision to leave 

the European Union. We believe 
that there are both risks and 

opportunities associated with Brexit.

Despite these changes the  
UK tobacco industry continues 
to deliver.

This document sets out the 
contributions that the UK 
tobacco industry makes to the 
economy and communities 
across the country.

OF LOST TAX TO 
COST THE TREASURY

LOST REVENUE 
FOR RETAILERS

BILLION
£2.1

BILLION
£1.5

INCREASE IN THE SALE OF 
COUNTERFEIT CIGARETTES AFTER 
PLAIN PACKS WERE INTRODUCED

154%
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An industry that delivers: 
Potential reduced risk 

Despite the changes over the last year, the UK tobacco industry 
continues to deliver. It is at the forefront of the development  
of potentially less harmful next generation products such as 
e-cigarettes. The development of this cutting edge technology  
is a major UK success story for consumers. 

The fact that tobacco manufacturers are involved in the 
e-cigarette sector should be seen as good news. TMA members 
possess considerable expertise, resources and capacity for 
research which enables them to contribute to the overall 
development of the e-cigarette category. 

They are increasingly popular – 2.9 million  
people used them in 2016, up from 1.8 million  
in 2014 and having been virtually non-existent  
just a few years ago.
Source: ONS, 2017

The tobacco industry invested tens of millions of 
pounds into research and development in 2015/16.
Source: TMA member companies

As a result, the UK 
is one of the largest 
e-cigarette markets 
in the world.
Source: Telegraph, 2015,  
Vaping takes off as e-cigarette 
sales break through $6bn

Reasons for using e-cigarettes

95% LESS HARMFUL  
THAN TRADITIONAL  
TOBACCO PRODUCTS

OF CURRENT 
E-CIGARETTE USERS  
DO SO TO HELP THEM 
QUIT TRADITIONAL 
TOBACCO PRODUCTS

ALMOST

50%

2.9m

2016

USERS
1.8m

2014

USERS

PERCEPTION THAT THEY ARE LESS 
HARMFUL THAN CIGARETTES

27%

OTHER REASONS
6%

AIDS TO STOP SMOKING
47%

NOVELTY
3%

RANGE OF DIFFERENT  
FLAVOURS AVAILABLE

5%

CAN BE USED INDOORS
4%

CHEAPER THAN  
TOBACCO PRODUCTS

8%

The drop in smoking prevalence over the 
last few years appears to be due to the 
emergence of potentially harm reducing 
technology such as e-cigarettes. The 
tobacco industry has played a critical  
role in developing these and putting them 
onto the market. This stands in direct 

The recent decline in smoking rates could be due to the rise in 
e-cigarette use.

contrast to the impact of the tranche of 
tobacco control measures implemented  
by successive governments over the  
last decade that have had minimal effect 
or indeed negative consequences such 
as making the problem of black market 
tobacco even worse.

This demonstrates the  
tobacco industry’s continued 
efforts to deliver less  
harmful nicotine devices  
and offer genuine choice  
for the consumer.

£ 
millionsSource: Public Health England, 2015

Source: ONS, 2017
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An industry that delivers: 
Tax revenues

An industry that delivers: 
Jobs

For comparison:

The tobacco industry contributes significant tax revenues to  
HM Treasury from which public services are funded.

The UK tobacco industry is a source of highly skilled employment 
and also supports a very large number of jobs in associated 
sectors such as retail, wholesale and logistics. Furthermore,  
TMA member companies are leading, award-winning 
organisations which support the future development of their 
employees to their and the wider economy’s benefit.

•  Tobacco duty contributions are greater than the  
revenues received from Capital Gains Tax.

•  £11.5 billion is roughly equivalent to the UK’s 
commitment to spend 0.7% of Gross National Income  
on Overseas Development Aid.
Source: TMA estimate

•  With £11.5 billion, you could pay the annual starting 
salaries of almost 100,000 police officers for five years.
Source: TMA Calculation

•  Many of these are highly skilled people with significant technical and scientific expertise particularly  
those in the UK’s world-leading field of harm reduction.

•  The industry indirectly supports the jobs of tens of thousands of people in the supply chain.
Source: TMA estimate

•  Tobacco industry employees and those whose jobs are supported by the industry pay a considerable 
amount of employment related taxes.

5,000
TOBACCO INDUSTRY  

EMPLOYS ALMOST

PEOPLE IN THE UK

A tax 
contribution  
of around 

2016/17
Source: TMA estimate

£11.5bn

THE TOBACCO INDUSTRY’S TAX CONTRIBUTION IS 
EQUIVALENT TO THE SUM THAT WOULD BE RAISED BY 
INCREASING THE BASIC RATE OF INCOME TAX BY 2.5 PENCE.
Source: TMA calculation

£9.0
BILLION

OF 
TOBACCO 
DUTY

OF VAT

£2.5
BILLION

1,000 1,000 1,000 1,000 1,000

+ 1p 1p

50+
scientists

One TMA member company has a UK-based 
facility where over 50 scientists are employed.

Source: TMA industry survey
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An industry that delivers:  
Combatting the illicit trade

The illicit trade in tobacco is a significant problem in the UK.  
It undermines tax revenues and legitimate business as well as 
bringing crime into the community.

In 2015/16, £2.4 billion of tax was lost to the illicit tobacco trade. This is money that 
could have been spent on important public services like police officers, or local 
government services such as social care or street maintenance.

The industry and the TMA take the illicit trade of tobacco 
products very seriously and as a consequence support 
consumer and retailer protection initiatives.

CASE STUDY

Cheetham Hill

In the last year the tobacco industry played a considerable role 
in the disruption of the illicit tobacco trade in Cheetham Hill, 
Manchester, the ‘counterfeit capital’ of the UK. The industry 
delivered intelligence to enforcement agencies as part of a broader 
clampdown on illegal counterfeit goods. In total around £5m of 
counterfeit goods were seized and led to the closure of more than 
30 premises.

£5m

PUB

POLICE LINE DO NOT CROSS POLICE LINE DO NOT CROSS POLICE LINE DO NOT CROSS POLICE LINE DO NOT CROSS POLICE LINE DO NOT CROSS POLICE LINE DO NOT CROSS

HMRC referred to the good work 
undertaken by the tobacco industry in  
their Tackling Tobacco Smuggling Strategy.

The industry works with the Police,  
Trading Standards, HMRC and the 
Intellectual Property Office and others 
across the UK to tackle the illicit trade.

Anti-illicit trade survey
The TMA conducts an annual poll of  
12,000 smokers with input from HMRC  
and other government bodies to 
understand the illicit trade in the UK.

Track and Trace technology
The tobacco industry has developed  
the track and trace technology  
which allows enforcement  
to easily identify 
legitimate tobacco 
and its source.

Focussed intelligence groups
The TMA works with the Scottish  
Anti-Illicit Trade Group and the  
Northern Ireland Intellectual  
Property Crime Group and 
coordinates the Tobacco 
Security Forum to support the 
work of National Business Crime 
Solutions. These groups share insight  
into the illicit trade to aid the work of 
enforcement agencies.

Analysis and intelligence
In 2016, TMA member companies assisted 
HMRC with over 1,100 pieces of intelligence 
and responded to over 1,500 requests from 
enforcement agencies for assistance such  
as performing brand analysis.

Source: TMA member survey

Source: Manchester Evening 
News, January 2016

PUB

£2.4
BILLION OF 
TAX LOST

Source: HMRC, 2016
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BELFAST  
AIRPORT

EDINBURGH  
AIRPORT

GLASGOW  
AIRPORT

CARDIFF  
AIRPORT HEATHROW  

AIRPORT

STANSTED  
AIRPORT

DOVER  
PORT

FROM POLAND

As a responsible industry, tobacco manufacturers play a 
constructive role in the community to prevent those under  
the age of 18 from accessing tobacco products.
The TMA and its member companies operate several programmes aimed at tobacco retailers,  
those under the age of 18 and general awareness campaigns to achieve this aim.

An industry that delivers: 
Youth access prevention

No ID No Sale  
(NINS)

•  The NINS campaign was launched 
by the TMA in 2004 with the aim of 
increasing awareness of the minimum 
legal age for buying tobacco products.

•  Over this period TMA members’ 
sales forces have visited thousands 
of tobacco retailers to distribute 
campaign materials and point of  
sale signage.

Under Age Sales Ltd

•  Under Age Sales Ltd offers 
comprehensive and intensive support 
primarily to small independent 
retailers and is supported by the 
tobacco industry.

•  They provide advice about how to 
set up their systems and procedures 
to avoid illegal sales to children and 
young people.

•  Retailers are given advice on how 
to fulfil their role as gatekeepers to 
protect those under the age of 18.

Responsible Tobacco  
Retailing programme

•  The programme aims to identify 
retailers who are at risk of selling 
tobacco products to people under the 
age of 18 and offering them free of 
charge professional training to help 
them improve and reduce their risk.

•  None of these retailers have broken 
the law but are being helped to fulfil 
their responsibilities to protect children 
under the age of 18.

•  In its first year, the programme led  
to a national improvement of 19.6% 
and is continuing to be rolled out 
across the country.
Source: RTR Annual Report, 2015

CitizenCard

•  The TMA co-founded and continues to 
support CitizenCard, the UK’s largest 
proof of age ID card provider which has 
issued over 2 million cards.
source: Citizencard

•  These cards contain the Home Office 
endorsed ‘PASS’ hologram and those 
suitable for adults over the age of 
18 also displays the logos of the 
police, security industry and Trading 
Standards.

•  This allows retailers to easily verify 
the age of the individual buying age-
restricted products and provides an 
easily accessible identification method 
for individuals around the age of 18.

To help combat smuggling the TMA is campaigning in ports 
and airports in the UK to remind travellers of the laws around 
bringing tobacco products back to the UK from abroad. This 
focuses on their personal import limits and the need to pay 
excise duty if they wish to sell the tobacco on.
This year the TMA will have campaigned at the 
ports and airports in Dover, Heathrow, Stansted, 
Cardiff, Edinburgh, Glasgow and Belfast.

More recently there has been an increase in 
illegal tobacco entering the UK from parts of 
Eastern Europe. Therefore, the TMA is expanding 
the campaign by promoting its anti-illicit trade 
message in Poznan airport and on international 
coach routes from Poland to the UK through 
on-board materials. The TMA is also targeting 
Lithuanian, Romanian and Polish website owner/
operators who serve communities in the UK to 
ensure that illegal tobacco is not promoted online.

Case study:  
Ports campaign
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An industry that delivers: 
Working with local authorities

 
An industry that delivers: 
Working with charities

The tobacco industry supports a range of private and  
public organisations to deliver goals such as cleaner streets. 

The TMA has worked with environmental campaigners, 
Hubbub, and has helped to support its campaigns to  
reduce the impact of smoking related litter.

CASE STUDY

Working with South Holland District Council

The TMA has been working with South Holland 
District Council (SHDC) since 2015 in supporting 
efforts to tackle smoking related litter, as part of 
the council’s Pride in South Holland Campaign.

The campaign which was formed in 2015 
has several goals:
1. To spark community pride in the area.

2.  To change behaviours so that the area 
could be enjoyed now and in years to 
come.

3.  To highlight areas which require extra 
attention in terms of cleansing and 
education on the impact of behaviour.

Utilising TMA support the council has 
undertaken a number of measures:

•  A glutton machine (an outdoor vacuum 
cleaner) has been procured which has made 
effective and efficient work of cleansing all 
areas with large amounts of small litter.

•  A specific Pride in South Holland Officer has 
been deployed in the area to engage with 
businesses, householders, residents and 
shoppers to inform them of the campaign  
and proactively seek to change behaviours.

A positive impact:

•  Initial feedback from the public was positive 
as they have welcomed the deployment of a 
dedicated pride officer.

•  Key target areas are cleaner and increasingly 
free of small litter.

The partnership  
is endorsed by  
leader of SHDC,
Cllr Lord Porter, 
Chairman  
of the Local 
Government 
Association

Fact Box
Research has highlighted that many 
smokers do not see used cigarette butts 
as litter, believing they will just get 
‘washed away’ or worry that throwing 
them in litter bins may cause the 
contents to catch on fire.
Source: South Holland District Council

In April 2017, the Government published its new litter strategy recognising that there was a 
role for public bodies and the tobacco industry to work together to tackle tobacco related 
litter despite Defra having excluding the industry from the development of the strategy. 

The Ballot Bin
•  The TMA supported the development  

and launch of an innovative voting bin  
where smokers can discard their smoking 
related litter.

•  A pilot scheme took place on London’s  
Villiers Street and the bin has been shown  
to cut tobacco litter by almost 50%.
Source: Hubbub

•  The bins have been incredibly popular  
with over 600 sold in 17 different countries in 
less than a year and an Instagram post about 
the ballot bin received almost 35,000 ‘likes.’
Source: Hubbub

For Fish’s Sake (FFS)
•  The TMA is proud to support Hubbub’s latest 

campaign to highlight that 300 tonnes of 
rubbish are removed from the Thames  
every year.
Source: Hubbub

•  Examples of campaign activity include 
deploying innovative voting bins and painted 
over gutter grates to highlight the impact  
of littering.

-50%

BALLOT BIN

34,999  
LIKES
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Looking back: The unintended 
consequences of regulation

The TMA supports proportionate regulation. However, the TMA 
believes that too often in the past, regulation has not been 
properly thought through and tends to have many unintended 
negative consequences.

The Government should adopt a sensible, independent  
evidence based approach.

Government policy

Government policy

The unintended consequences of regulation

The unintended consequences of regulation

Plain packaging

Prison smoking ban

Tobacco duty escalator

Smoking bans in  
private vehicles

The ban on small packs 

•  Plain packs make it significantly easier to counterfeit cigarettes 
and as a consequence threatens to grow the illicit trade. 

•  In Australia, when they mandated plain packs, there was a  
large rise in counterfeit cigarettes1.

•  In both France and Australia, the introduction of plain packaging 
was accompanied by an increase in tobacco consumption2.

•  An independent review of 51 studies found no evidence 
that plain packs acted to prevent youth-uptake – the chief 
justification why the measure was introduced in the UK3.

•  A ban on smoking in prisons is in the process of being 
implemented in the UK.

•  Prisons which trialled this reported that it probably caused 
violence and increased use of new psychoactive substances5.

•  When a similar policy was introduced in Australia it led  
to prisons riots and millions of dollars worth of damage6.

•  The Royal United Services Institute has said: “This policy of 
high taxation has the unintended yet inevitable consequence 
of generating an illicit market that generates substantial 
profits for sellers”4.

•  By boosting the black market, high taxes mean that there  
is less money to spend on important public services such  
as policing and defence.

•  A smoking ban in private cars where children  
are present has been introduced in Scotland 
(having been in force in England and Wales) 
and is being consulted on in Northern Ireland. 

•  Adults smoking should treat others with due 
consideration but this ban is a significant 
extension of the state into private life.

•  Moreover, the ban has thus far proved  
almost impossible to police with just one 
person having been referred to the police  
for breaking the law7.

•  The implementation of several aspects of the tobacco products 
directive was on 20th May 2017. Research commissioned by 
the TMA from Oxford Economics shows that this will be likely 
to boost the illicit trade to the detriment of taxpayers, retailers 
and consumers.

PLAIN PACKAGING PLAIN PACKAGING PLAIN PACKAGING

PLAIN PACKAGING PLAIN PACKAGING PLAIN PACKAGING

PLAIN PACKAGING

PLAIN PACKAGING

1. Source: KPMG, 2013, Illicit tobacco in Australia.
2. Sources: Reuters, 2014, Australia tobacco sales edge up despite  

plain packaging – industry & Thelocal.fr, 2017, Smoking on the  
rise in France despite rollout of plain packaging.

3. Source: Cochrane Review, 2017.
4. Source: RUSI, 2014, On tap.
5. Sources: HMP Channing Woods, Annual Report 2015/16 &  

HMP Dartmoor, Annual Report, 2015/16.
6. Source: BBC, July 2015, Smoking ban under spotlight after  

Melbourne prison riot.
7. Source: Press Association, November 2016.
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Given the range of legislation changes implemented this 
year the Government needs to properly assess the effect 
it is having before introducing further regulation. 58% of 
people agree that this is the correct course of action  
whilst 61% believe that the Government’s policies to 
reduce smoking have gone far enough or too far.
Source: Populus, 2016.

TMA position How the Government can help

Allow the full 
potential of 
e-cigarettes to  
be developed

•  Oppose any further restrictions on e-cigarettes.

•  Create a business environment that supports investment  
in research and development.

•  Reverse the restrictions placed on e-cigarettes by the Tobacco 
Products Directive.

Contribute towards 
clean streets

•  Clarify that local authorities can work with the  
industry in tackling litter.

Defend personal 
freedom

•  Oppose further illiberal smoking bans where  
there is no clear benefit.

Looking forward: What would 
pragmatic policy look like? 

The TMA supports proportionate and evidence-based 
regulation that is based on sound principles – such as the ban 
on proxy purchases of tobacco and e-cigarettes for use by 
those who are under-age. Below are some areas of concern 
to the industry and how we believe the government can help 
for the mutual benefit of the government, consumers, retailers 
and the industry.

PUB

TMA position How the Government can help

Fight illicit trade

Strengthen youth 
access prevention

Protect small 
retailers

•  Ensure that new sanctions for tobacco duty evasion are 
introduced and powerfully enforced.

•  Recognise that the primary cause of the rise in illicit trade  
is the policy of aggressive tax hikes.

•  Scrap the tobacco duty escalator policy.

•  Support the industry to deploy their track and trace  
technology.

•  Review health education in schools on issues such as smoking, 
sugar consumption, alcohol, gambling and drug use.

•  Improve parents’ access to information on age-restricted 
products such as tobacco and alcohol.

•  Oppose any form of licensing scheme.

•  Support for a light touch ‘free’ retailer registration scheme

•  Provide retailers with comprehensive guidance on the sale  
of age-restricted products.

•  Provide more resources for local Trading Standards teams.

18
UNDER
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TMA position How the Government can act

Ensure tariff-free 
trade

Ensure the industry 
has freedom to 
hire skilled foreign 
labour

•  The Government should negotiate a free trade deal with the EU.

•  In the event that one is not achieved the government should 
not introduce tariffs on tobacco products.

•  Tariffs are used to protect domestic industries and this is not 
relevant to the tobacco sector.

•  The industry already pays far more in tax than tobacco 
consumption related issues cost taxpayers.

•  It could risk increasing the illicit trade due to rising out  
of pocket costs.

•  The industry and particularly the development of next 
generation products relies on the ability of TMA member 
companies to hire skilled labour irrespective of geography.

What would pragmatic 
Brexit policy look like? 

The UK has chosen to leave the EU and Brexit creates 
opportunities for the Government to crack down  
on the growing illicit market and to repeal damaging 
legislation. However, there are also risks that it could  
hinder the development of e-cigarettes and grow the  
illicit tobacco market.    

The TMA has the following recommendations for the 
Government over Brexit.

TMA position How the Government can act

Repeal the bans  
on small packs

Introduce fixed 
limits on personal 
tobacco imports

Repeal the 
restrictions on 
e-cigarettes

Repeal plain 
packaging law

Smooth customs 
processes

•  The small packs ban will lead to higher illicit trade and cross 
border shopping due to the higher out of pocket cost of tobacco. 
This will cost retailers revenue and HM Treasury tax, it should be 
scrapped.

•  Many people take advantage of the current laws to smuggle 
tobacco into the UK from EU member states

•  The government should introduce fixed limits on tobacco 
imports, as is the case for products from outside the EU, which 
would clarify the law and cut down on this smuggling.

•  Restrictions on e-cigarette advertising, tank size and fluid 
strength are likely to stop some people from switching from 
traditional tobacco to less harmful e-cigarettes and should  
be repealed.

•  As packs become easier and cheaper to to counterfeit, plain 
packaging laws will likely lead to higher illicit trade and so 
should be scrapped.

•  The government should ensure that there are no impediments  
to the customs systems as we leave the EU.
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