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RED FLAG RAISED OVER
MALAYSIA’'S TOBACCO INDUSTRY

tial revenues, Last year, the total

i duty evaded by the illicit
activity was estimated to reach
almost RM48 b
excess of the RM3 hillion Oxford
Economics forecast that the
ermment &
that year

MALAYS'A’S ILLI C IT AVERAGE PACK PRICE"
TOBACCO TRADE

ILLICIT SECTOR MARKET SHARE

far in

qov

s supposed to collect

Excise hike Since the excise hike. d that cigarette

s6% 59%

of 2 ! 3% A
u‘Twln’wloit 4I_0°= 52% .am (99 5% increase in illegal:
introduced e overall cigarette RM4.50
% consumption Pote Collings A
36% 34% 32% e ) in cigarett
0 decrease In 15.1 billion h equates to over 2.9
legal cigarette sales
ut that the RMS.1 billion ir
| PERCENTAGE ILLICIT INCIDENCE quarters of the RME.B billior
({TOP FIVE COUNTRIES, 2018
44
1 Panama UAE
|
i 1 59%

2015 | 2016

2013

LOST TAXES IN 2018

.9&'\ RM331 million of unpaid sales taxes

e
)
+ RM4.8 billion of unpaid excise duty (o AR "SELLING CONTRABAND CIGARETTES
b iy COULD LEAD TO MORE SERIOUS
of of CRIMINAL ACTIVITIES'
M5.1 billion of taxes evaded in total total tax  indirect tax Dat 5 and former
receipts receipts

more t

re corrupt, This is

Erik Stoel
since 2013
Alkhbar also noted that t

sales of
5N Cic 2 nupg:

An Oxford Economics study commissioned by Britis 36
b barder protection v

American T on 1 arette con it 3 k - ia) Bhd managing
fram direct ays the i

are mostly

ley e hovering betws 6% ar ernment to set 1

) 5 { in sales valume
2013 to 2015, but breached the 50% level for the first time in a " any and i

ITI Interna

2016 wk 5 heir Malay manufacty
Since then, illicit tobacco cos has accounted for in some 600 jobs lost ([ i
an hall of the entire tol t The factories made a comhbined contribution to the  Philip Marri

ther from 56% in to 59% last year. This  economy of RMB31 million that year, and generated tax
98 million 20-stick packs. revenues of RMI6]1 million  all of which has been lost

Pete Collings, director of economic impact consulting for with their closure, Also presen
Europe and the Middle East at Oxford Ex and the auth Both companies had cited that it would be more eco-  Development F
of the "The economics nomical to import cigarettes into the country than operate  Charon Wardini M
repart, blames the “shock” factories that had previously produced cigarettes for both  not be focused on the |

equals around

up managing director
0 said the bigger issue shou

" Incr

2015 for the spike in aysia’s illicit tobacco trade as many  export and domestic consumption ettes, but on to coum |
smokers turn to the illegal market. Collings concurs, noting that the iilicit tobacco trade He noted that the increase in excise duty from cigarettes

“In 2015, the excise duty levied on 1,000 cigarettes rose  diminishes the country’s attractiveness to international s indirectly promoting illegal activities |
from ) to RM400. At the same time, an ad valorem duty  investment and discourages legitimate business operations. David Lum, the Criminal [nvestigations Attaché of the |
of 20% on the factory price was dropped,” he tells The Edge He also paints out that today, illicit tobacco trade has US Inter Revenue Service [IRS) hased at the US Cansu-
in an interview become an endemic problem in Malaysia late General Hong Kang, said that while selli ontraband

There are two factors driving the sales of illegal cigarettes, “Ni ta indicates that smuggled contraband or  cigarettes may be considered a "petty crime”, it could lead
says Collings. illicit whites cigarettes produced legally abroad for the  to more serious criminal activities. |

“The easy availability of illegal tobacco from neighbouring  purpose of selling in the illicit Malaysian market ac- "While people see this as a petty crime, the money |
countries is or early threequarters of all illegal cigarettes  counted for nearly three-quarters of the illicit market in - gener 0 tes
found in Malaysia come from Vietnam, Indonesia and the 2018, The rest are kreteks (tobacce clove cigarettes) i £
Philippine ins and legal cigarettes carrying fake tax stamps,” he says ling of contraband ciga

Another driver, he says, is the affordability level of legal on the wris indering 1

to illegal alternatives. One simple measure  ILLICIT TRADE COSTING THE COUNTRY BILLIONS threatens that integ |

that the rising illegal  proceeds from these illegal activities go into the financial
e has also deprived the government of substan-  system,” he added

Ity is the proportion of daily household income  The Oxford Economics study reveal
£ to purchase a pack of cigarettes. igarettes

Powered by: &@isentia



