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SMUGGLING: TOBACCO MANUFACTURERS
DEFEND THEIR POSITION '

Host: Reith Merrisen
Guess: Rob Parker, President of the-Caradiarn
Tabacco Manufac®urers' Council

Xeith Morrises: , Are tobaccs companies accomplices te
the crise of saugsling? «+s) Yestarday we sroke with 3
representative Srcn  an anti-tebaccs ccalitien and he made
some  provecative accusations agalinst Carcadian tobaccs
cmpanies. Sugrested that manufaciurers wera dumping their
products iz tle Inited States kmowing full well that these
cigarattes weculd reTurn te Canada as illegal cont=aband ia
those bcats thac crsss tke river In the middle of the night
with pecple toting gquns. FHe also sald the Industyy used
vailed threats iz end the governmment’'s sharc-lived tchacss
axzost tax whick was put on in resronse to the smugqclifng in
arder tc end the smuggling. The tax was then lifted and
tha szugyling resuned. We'rs joined 4in Cttawa by Rop
Parker,” Fresidezt of the Canadian Todacss Manufacturers'
Ccouncil. Good pmorning and thank you for coming in to
respond to these allegatisas, which indeed are very seriocus
where it camas tz the tobacco campanies. Are ycu able to
say and persuade us that Iit's fsua that the todacss
companies arg 32ersly, you know, cocllateral damage in this
whele scrry less?

Rsd Parker: The tadacco companles are sullering a
very serious list of harms from the smuggling situation,
Reith, and we want it gtopped. VYcu lisfed a number of the
accusatizns that xave besn nade by this anti-tobacso
ccalitien. Thers are a large nupbar of lnaccuraciss In the
report. I'm pot gez=a try and go tirough them all, but let
me make a csuple of things clear right off tke top. First
ef all, smuggling is a huge problsnm.

Nerzisen: Aza... yep.
Parkar: C€n a naticpal kasis, it's maybe three
cigarettss out cf ten, 30% of the market i1s contrabard. Ia

Quebec it's cver double that, bLetveez 60 and 70%.
Secendly, panufacturers In Canada Rave Deen exzorting
increasizg ameunts to tie United States and a significant
portion of that sozes back to Canada as cantratand.

(inandidla: bcot: srmaking at once)

 MeorTzisen: v .scmething like 95% of ik,
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Parker: Nowhers near 95%.
Marrison: Kow much then?
Parxar: But a significant portion of it.
Morrison: All righe.
Parxsr: Cartainly over 30% of what is exported
winds up JIn the cantraband gaads. JProbakly two-thirds eor

11:07 T416 442 3872 RBE 10TE FLOOR <= DENHAY

bettar of total] conirsband is originally made by Canadian
pagufactursrs, but with respect, that's not cznsing the
smuggled narket. What's causing It is taxes, a huge tax
imbalance betwsen Canada and the United Statas, a policy
eriginally propesed by the same groups that make up tha
ccslition you interviewed yesterday.

Morrisea: Yep... vap.

Parker: . And pushed by them srecisaly for the
Furpose of & rapid rate of decline in smoking.

Xorrisen: Memm,

Parxes: What it's caused is a rapid rate of

decline in legal purchases. It hasn't changed the Jual
decline in smaii:‘gpgsat's been with us for over :zm%a .

MozTison: Well now I know that the tobaccs
companies would love to ba able to be a part of a noa-
szuggling operation. The tobacco companies are datermined
tc cbey the law like every other Canadian, s¢ why don't the
tobaccs companies sinply stop selling cigarsttes into
the... intoc that :;xafazt market when thsy koecw they're gcana
csne back as econ and?

pParker: The ansver's sititing right Rers beside
me on this desk. I told you earlier that about 30% of
contraband comas from  nop~Canadian sousces. IZ the
Canadian conpanies either valuntarily stop shipping ts tha
U.S. or had an export tax imposad on tham thart made the:m
stcp, as was tha case before, smugglers weuld turn to these
sources for 100%. Aand you might want tc take a lock at it.
These brands, this one, Potter's Light, which is a knock-
off brand made by indians...

Moxrisean: Rignt.

Parker: ...specifically Ifor the smuggled
market, showed up in scuthern Ontaric asleven days after tha
exvors tax went on 1t In 1992. D.X.s is arother cne. It's
a2 knock-of? of DuMaurier Ring Size. Hera's Rothmans, but
that's not Canadian Rothmans.
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MezTison: Right.
Parker: This cne‘s made iz the U.X. and was
bought by smugglers. :
¥orvisen: Okay.
Farker: Canadizn Crown Is 20t Canadian
tobaces.
MozTison: I... I get your peint ard I understand
wkat... what you'rs saying...
7arzkez: Well...
Mozzisen: The thing that I dan't...

Packex: . I think what pecple cught to
understand, Xeitk, is this: Jif spcking declizes, t:e whola
industxy understands that job losses ars going to follaw
it. A5 the markst declings, there're fever jobs all the
way ZIrom Cfarmers <ITight through to tke rstailer. Market
declines equals job declines. Somesody apparently has
gotten tha idea “that it nmight wark the other way around:
ir wa kill joka in Canada than pacple are gonna stop
amoking., It's zcnsensse.

Meorrisen: But wvait a minuta! If you're sayi.ng
we... we feed the exgort narkst that coxes back as illega
spuggled products ve're somehow cxsating jobs in Canada™ so
this is good, that tke tax that’'s lmpased by the govermment
is politically unpopular, therafore W¥e can suuggle
cigarectes to make up for it! I mean, Ve lhave... we Bhave a
government Jere that Is not going artar szugglers in a vay
that will stsp them, that is not going after tabacco
companies in a way tiat will say, “Look harsi You're doing
semething that is illegal, against every law that we have
rassod about tiis In tha last few years wiih imppunity~.
¥ow de pacpls get away with this? I don’t understand it.

Parxer: Smugglers get away with it becauss
there is a four thousand pile border, thers are hundreds eof
unmapned border crossings, police  autkorities have
regularly sajd publicly and ts autborities lav enforcement
alona will got stop . WNa'vae been tslling goversiments
for two years that stronger lav enforcecent was hel ,
but the sanly thing that would stop it permanently is a tax
sollback, haraenized zollback by faderal azd vincial
governments tsgetkher, to fake the profit cut of it for the
smugglaers. It's tke profit that's causizg the smuggling...

Xozrzisoea: May...naybe tha... Jayke the tax...
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g::kn:: «».and removing tke profit will stsp
X¢.
Merrison: Perbaps the tax increase that's bain

debatad ig the United States and ls expacted any tize wil
solve the problem. Do you think that will?

Pazksr: ¥o, bacause Zirst of all it wen’t come
any time. It kasxa't even been sant g the White Jocuse to
the HiIll. Cnca it gets there, e Chairman of tke
comaittee that's gonna eramine it has alrsady said it will
take a8 ysar at least for his committse to debate it, azd if
they passed it Soday, the size cf increase they'rs talking
about is 7.50 a cartsm. It's ot nearly enough to close a
ksttar than thi:t:z dollar priea gap betwaeen Camadian
tobacco and U.S. acca. I mean the problem is sinmply one
of bhow do you sStop smugyling, how do you shut it dewn, how
de you shut it down witlhout apother cpening, for example?

Morzison: = Well 1s not one way ¢f stopping
smuggling by taking the product, or at least the vast
majerity of the product, out of the smugglers' hands in the
riree place? I =mean, you're selling stuff directly t>
sople  who're smuggling it back into the ccuntry, and you
inav you are, sc why don‘t you stop?

Farxss: Kaith, just hang oz a minute. Ycu
said cur companiss are selling diractly tc smugglers? If
you have a single example of t, ana tance Of any cze
of the Canadian manufactursrs selling dirsctly to m{body
who's involved in smuggling I think you should prasent tke
infermation to tha authorities and nmake It public.
Ctharwise, I'll tell yeu that it‘'s flatly met true.

Morrison: Well, that'sg...
arker: Not ecnce, 8ot anywkers.
Morzisea: Absolutely, and you can get as upset

as you want abeut it, but you know damn well it's going to
tha smugglsrs one way or another. You...

Parxer: 0f course I do... of course I kaow
it's gutting ints the hands of smugglers, three or four
sales down the chain. The point I'm ing to maks it that
the manufacturers can't stsp that. Thers is no wug they
can stop It. A1l of thosa sales in the U.S. ars legal.
The only illegal part of tbe chain is the final puschaser
who brihgs it across the border, and if thay can't buy the

oduct Zrom a Capadian nanufacturer, they’'ll zuy it in
g;land er tdey'll buy it in Hong Xong or they'll buy it ia

Socusch America and they'll smuggle that in. The
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manuZacturers cculd be good guys...
Norzisoa: Yeah.
PazXar: aad vatc.h all of this... eut of?
volun...voluntarily -xpam the O.S., watch 20% of the
markst or nmars go into forai hands and not one single
thing would Rappan to stop dmuggling.
Morrisem: Okay, thapk yeu. I... I snjoyed thas
conversatiocn.
Pazkaz: So dia I.
Morrisen: T2ank you for being with us this
ParXes: Thank you.
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