BB Ref. Ares(2024)5480912 - 29/07/2024



become established as a major category occupying one-third of the market, it is reasonable that the tax
burden should be the same as that for cigarettes.

Secondly, there is the impact on grower groups. JT (Japan Tobacco Inc.) buys all of Japan’s
homegrown tobacco, however heat-not-burn tobacco only uses one-tenth of the amount of domestic
grown tobacco leaves that cigarettes do. As such, speeding up the decline in cigarettes through tax
hikes (increasing heat-not-burn tobacco consumption) will be a tremendous blow to tobacco farmers.
The third factor is the status of retailers that sell heat-not-burn tobacco. According to a study by the
Japan Tobacconist Federation and JT, the ratio of cigarettes vs. heat-not-burn tobacco sold by each
convenience store (which account for 38% of all tobacco product retailers) is 62% and 38%,
respectively. In contrast, the ratio of cigarettes vs. heat-not-burn tobacco sold by each general tobacco
retailers (which account for 42% of all tobacco product retailers) is 86% and 14%, respectively. These

figures show that general tobacco retailers still rely heavily on cigarette sales.

Decision

A tax increase on cigarettes at this point in time would further accelerate growth of heat-not-burn
tobacco sales and have an enormous impact on small and medium retailers and domestic leaf tobacco.
It can be said that both groups made the aforementioned painful decision under the premise that a tax

mcrease in the next period was simply “unavoidable.”



