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Executive Summary (English)

The World Health Organization (WHO) is actively working to regulate tobacco use and reduce its
harmful effects on public health. The Framework Convention on Tobacco Control (FCTC) has created a
global treaty that provides comprehensive measures to reduce tobacco consumption and its associated
health risks. The FCTC is responsible for increasing taxes on tobacco products, regulating content,
controlling illicit trade, enforcing bans on advertising, promotion and sponsorship, warning of dangers,
monitoring tobacco use and the effectiveness of tobacco control policies, and preventing secondhand
smoke. there is. Korea is also making efforts to implement the FCTC Convention. First, through an
increase in the National Health Promotion Charge, one of the taxes imposed on tobacco, the National
Health Promotion Fund was secured to strengthen the tobacco control policy, and smoking cessation
support for smokers and smoking prevention were promoted and smoking cessation support services were
expanded. Second, in order to inform the health hazards of cigarettes, warning pictures and warning
phrases are obligatory on cigarette packs, and are replaced and marked every two years. Third, non-
smoking areas were gradually expanded, and public facilities and some indoor areas were designated as
non-smoking areas. Fourth, a (No) Tobacco Campaign was promoted targeting the entire population to

establish a culture in which smoking prevention is taken for granted.

The purpose of this study is to analyze the causes of the growth of the tobacco industry despite the
limitations of domestic and foreign health regulatory policies through secondary literature research and a
reality-based case study for problem-solving. Therefore, the liquor industry, a similar industry, is
instructing strategies to successfully respond to domestic and foreign health regulatory policies. For the
secondary literature study, statistical data from the National Statistical Office and KT&G's newspapers,
magazines, reports, business reports, internal consulting data, and industry statistics from 2005 to 2021

were searched for and major strategies were analyzed.

Through case studies, we found that KT&G responded to the crisis of strengthening domestic and
international health regulations through new product development, corporate image restoration strategies,
overseas expansion, and agreements with government agencies. We suggest that mainstream companies
apply a similar approach. As a result of investigating KT&G's case, the following successful strategies
were derived. First, it focused on expanding its business in countries with less stringent tobacco
regulations. Breakthroughs were found by entering the emerging markets of Asia, Africa and Latin
America. Second, through R&D, new markets were pioneered through investment in new products such
as smokeless cigarettes and electronic cigarettes, which are less regulated. Third, in order to create

innovative tobacco products that meet consumer needs while complying with regulations, we invested in



research and development to develop low-risk products that are less harmful to health than conventional
cigarettes. Finally, corporate social responsibility practices have been improved to align with the
government's public health objectives. For example, they have invested in programs that encourage
quitting or educate consumers about the harmful effects of smoking. In summary, tobacco control poses
challenges but creates opportunities for growth as the company focuses on new markets, diversifies its

products, invests in research and development and improves corporate social responsibility practices.

The crisis in the alcohol industry is similar to that faced by the tobacco industry due to tightening
health regulations. Although the products are different, KT&G's successful strategy was applied to
compare and analyze in terms of strengthening health regulations to derive a strategy to overcome the

crisis in the liquor industry.

The liquor industry must develop a proactive strategy to respond to changes in health regulatory policy.
First, liqguor companies should carefully study the regulations and policies in force to analyze their
potential business impact and develop plans accordingly. Second, liquor companies must communicate
with stakeholders, including regulators, legislators, public health advocates and customers, to understand
their concerns and perspectives. This will give businesses insight into how to meet consumer demand
while remaining compliant. Third, the impact of health regulatory policies should be mitigated through
product diversification. Develop low-alcohol or no-alcohol products to appeal to consumers looking for
healthier options. Diversification can also help the company appeal to a wider range of consumers and
reduce its reliance on traditional alcohol products. Fourth, liquor companies should work to promote a
culture of responsible drinking through marketing campaigns, educational programs, and partnerships
with public health agencies. This helps companies position themselves as responsible corporate citizens
and builds a positive brand image. Fifth, use e-commerce and social media to reach consumers and
promote products. Digital channels allow you to target specific consumer segments and deliver
personalized experiences. Sixth, it must adapt to changing consumer preferences. As interest in health
increases, consumer preference for alcohol is also changing. Liquor companies must adapt to these

changing preferences by developing products that meet consumer needs and trends.

Taken together, the liquor industry must actively respond to changes in health regulatory policies.
Position yourself for long-term success by understanding regulations, communicating with stakeholders,
diversifying your offerings, promoting a responsible drinking culture, embracing digital channels, and
mitigating the impact of regulatory change by adapting to changing consumer preferences. can be

trimmed
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<3 2 Measures relating to the reduction of demand for and supply of tobacco in Framework

Convention on Tobacco Control [2]>

Feature of the , .
convention Article Provision
Measures relating  Article 6 Price and tax measures to reduce the
to the reduction demand for tobacco
of demandfor  Aricle 7 Non-price measures to reduce the
tobacco demand for tobacco
Article 8 Protection from exposure to tobacco
smoke
Article 9 Regulation of the contents of tobacco
products
Article 10 Regulation of tobacco products
discolsures
Article 11 Packaging and labeling of tobacco
products
Article 12 Education, communication, training
and public education
Article 13 Tobacco advertising, promotion and
sponsorship
Article 14 Demand reduction measures
concerning tobacco dependence
and cessation
Measures relating  Article 15 lllicit trade in tobacco products
tcrf H_"E rEd“T“U? Article 16 Sales to and by minors
of the supply o _ . _
tobacto PPY Article 17 Provision of support for economically

viable alternative activities

Adapted from World Health Organization. WHO framework convention on to-
bacco control. Geneva: World Health Organization; 2003[2].
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£ guel slaaa FEaR Anel 132 3%, ol% mEw o FRdA gopE &
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U= 9&-8 3kof(Yoon, Seo., 2003).

Fefuket Al g Bl BAkl KT&GRE &<, ol&, ~¥ 2 fopelA 7] 23}
& shat glew o5 Fdl 71 ofwA st = ke ASHHoR shal g
THEE 2 AAFTHE T4 FUAR] KT&GE KGCAA AR 2] i, FYKGCRIA
ERETE, KGCIAEA ERTE S, KGCIs A E T & B &
o

cobEEl AA, FA, st sas, ¥d, $A A

gty BYgEedEIae egsta dok ey AR
=

of Rl o
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e
o

ol
=
N
o
£ 30
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oZ
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Ho of
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I

=
>
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Mo o>
2
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N
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A v JuisAbe] S 99 EE S giTel =EEHA Futh feudtelA v
s A Ee] $UE& xS viAY SFS s "X AFEIA A ARESs =99
A7) 1988 =l Hulj Al o] &3] AkE o] =2 e A tHOh, 2014, Joe, Oh.. 2009;
Rothman, 1991). 1988 =il HujAlE 71 o] 5 Hlulz] ofd FAEo] WUdwl oA v
=4 T SALE S v Y < =
& eholE, &1
sIAtg o2 Faish= A, oJAdo] AF o] goke kel AvjulE sk A T Ee A

49l vhAY kS FASFAKHAL 9, 2016).

] GujEAbe] BaAl= oln X miAY L thaA Guj3Abe] oln] miA
HAa A3 A FESE Y, Ax= 2 FAde Bofda Fd3 7R & =
Attt 2 A 2020 BAY AsE B kg
& TE

o= EelE A WAl e HRE

)
offf T
v}
)
o
>,
o2,

2329 ZlgelnA A A

<3E3> Tl u A, Fued AAE S FA

2020
ERa=nl S A=
A= AIEE 27 2 A
@ 0] Al () AS (H4)
A i =
ddlolel  Ad W] S SHE dHolH k4 4

i



A &4 3,523,149,521
A A 2,311,633,947
A 358,708,115
T 852,807,459
M= | 605,115,764
el | AL 204,592,867
o 153,676,999
AA 200,814,940
S 90,704,946
o 95,912,578
=4k 82,381,671
A& 16,698,333
737] 880,230,194
& 136,518,997
=5 127,259,294
= 176,635,396
A& 110,385,948
At 135,639,184
o 206,519,418
A 240,160,184
Al 59,902,808

420,186,501
286,873,150
43,019,166
90,294,185
40,697,068
21,031,861
11,690,592
29,670,974
4,435,972
11,752,175
6,606,750
2,032,870
126,817,567
21,581,968
16,687,687
27,397,486
38,090,157
17,600,826
13,524,382
23,635,356
6,932,810

13.5
14.2
13.6
11.8

7.2
11.5

8.2
17.3

51
14.0

8.7
13.9
16.8
18.8
15.1
18.4
52.7
14.9

7.0
10.9
13.1

54,594,847
31,624,847
2,590,496
20,379,504
83,797
9,071,085
426,066
1,801,014
7,732,273
814,188
229,973
121,804
12,857,606
1,121,543
1,021,567
960,603
12,698,261
1,785,635
1,705,322
1,801,044
363,066

-200,155,200
-139,509,080
-22,559,067
-38,087,053
-932,968
-9,213,530
-3,489,777
-16,798,161
1,943,136
-5,250,032
-2,068,006
-874,725
-66,397,722
-12,719,237
-8,920,415
-15,991,194
-31,268,422
-8,934,027
-4,290,889
-11,184,360
-3,764,871

4) BHAFA E KT&GY $7] S8 A

KT&G2| 2021 &S 5% 22849 ¢, 9d¢lo]o)& 1%3,3849 ¢S 7|=35tH wjd A
Ha A NS 715 vk HE 597 Gl ES el 284%E Ul Ha 7]
A AARS] doloE 20% Hrtl 2 HAS Holal vk KT&G7F eHE Al A4S
T A olfrE AR WA ol sfe] wele] 3 e MA@l At
Aol wh=A &g ddy AR wjEAddo] L olfrolth WFA A S 9
3 KT&GE H-o3] ojnA] /s 98 viAlE S 53] Aty ~x=, Fddes &
ofell A &A1 FUH 7N Fss FAHA VIGelvAE MdetE e w=9e g Uk g
FETHEE 9 de5TE3] T4 T KT&GE KGCAASAFZ Z a1, FUFKGC
Qe At TRE e, KGCAAs Al = - e, KGCAMEA T 5 B 2X= 98 &

gsta glek.
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-78.6
-81.5
-89.7
-65.1
-91.8
-50.4
-89.1
-90.3

33.6
-86.6
-90.0
-87.8
-83.8
-91.9
-89.7
-94.3
-71.1
-83.3
-71.6
-86.1
-91.2



12

50,00

40,00

e

0

0

<¥5>KT&G T4 A

<#4>KT&G T8 AFaE

3L

T k"l:ll'

IFRS(MZ) 2019/12 2020/12 2021/12 2022/06

o =4 49,632 50,553 52,284 28,201 24,862 13.4
OH £ & 3} 20,886 21,271 23,502 13,648 10,868 25.6
HEZ0|2 28,746 29,282 28,782 14,552 13,994 4.0
i H| 2l 2l H| B 14,950 14,551 15,398 7,945 7,618 4.3
a0 13,796 14,732 13,384 6,606 6,376 3.6
HHo|U(LEINF) 13,796 14,732 13,384 6,606 6,376 3.6
RSl 967 1,177 788 538 379 42.1
S8#5t @ 138 132 319 473 104 352.6
JIEb @ 1,059 2,894 1,884 2,653 784 238.4
7EHIE @ 1,007 2,664 1,450 710 312 127.3
47| H SERMIG U ZBHEY @ 15 41 109 148 -9 ExEs
HIT A & A0l 14,602 16,049 14,396 8,762 7,112 23.2
HOolHH 2 4,230 4,385 4,154 2,682 1,999 34.2
H&EHo| 2 10,372 11,664 10,241 6,080 5.114 18.9
oS oy 53 -524 -58 76 HEEE
=R ] 10,372 11,716 9,718 6,022 5,190 16.0

T FF 0] 10,350 11,717 9,773 6,036 5,219 15.7

HI A W E 202 22 -1 -55 -14 29 HAAE

o = = 2= o I B A& = [ AR ZH O 5 O o =)

obx HAl, FA, witeens, vd, A AY T U z2a8s 79, 298t
= AlA t} HIES =378 O o3 (<3} 5 o o] ARA 2 E
= AAvtE BEEstdeeits &9t Ak e ARYES Adunive S8 20
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KT&GS] &2 ] 57.1%, 4k 25.1%, 54t 12.9%, 71EF 4.9%= °F Auk o]ito] nj&
S dfollA FEata vk Bl WS¢ AES B KT&GE A=F w8 A H-f&o] 64%
of Gat= AAAA FLd ZIgoelth -Ehet= 1988 @l Al Jislar 2 Y
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KE7> A SF%54(2021~22020). A P2 A

a9 S+=AI(20 020 (49 - %)

ex 2011 2012 | 2013 2014 2015 2016 2017 2018 2019 2020

& | 60.6 | 57.9 | 60.1 | 60.0 | 60.6 | 61.9 | 62.1 | 60.6 | 60.8 | 58.9
HUBFBY | GXt | 776 | 735 | 753 | 744 | 752 | 753 | 740 | 705 | 73.4 | 70.2
OX} | 442 | 429 | 45.7 | 464 | 465 | 489 | 505 | 51.2 | 484 | 478

A | 141 | 139 | 125 | 135 | 133 | 13.8 | 142 | 147 | 126 | 141
IYEUSF8Y | 84 | 232 | 218 | 19.7 | 20.7 | 208 | 21.2 | 21.0 | 208 | 186 | 21.6

Ot | 49 | 60 | 54 | 66 | 58 | 63 | 7.2 | 84 | 65 | 63

T | 389 | 379|373 |375| 387|393 | 390 | 389 | 387 | 384

YURS/ | @A | 568 | 53.3 | 53.2 | 63.0 | 54.1 | 53.5 | 62.7 | 50.8 | 52.6 | 51.9

OXt | 22.1 | 229 | 21.9 | 225 | 23.2 | 25.0 | 25.0 | 26.9 | 24.7 | 24.7
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