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1 EXECUTIVE SUMMARY 

Frost & Sullivan’s strategic analysis of cigarette and cigarette packaging market in the PRC delves 

into the following: 

- A market analysis and forecast of cigarette market in the PRC; 

- A market analysis and forecast of cigarette packaging market in the PRC; 

- An overview of the competitive landscape of cigarette packaging market in the PRC. 

According to Frost & Sullivan, the PRC produced around 3,000.0 thousand MT of tobacco leaves in 

2011. It was the largest tobacco producer in the world in 2011, representing around 40.5% of the 

global tobacco leaf production. It was also the largest tobacco-consuming country in 2011, 

accounting for 39.2% of total global tobacco consumption. 

In 2011, the annual cigarette production volume in the PRC reached 49.5 million cases. It is likely to 

reach 56.6 million cases in 2016 at a CAGR of 2.9% from 2011 to 2016. The gross industrial output 

value of cigarette manufacturing in the PRC is anticipated to grow from RMB676.7 billion in 2011 to 

RMB1,401.8 billion in 2016, representing a CAGR of 15.7%. 

By the end of 2011, the production capacity and production volume of cigarette packaging market in 

the PRC reached 76.6 and 54.0 million cases, respectively. The production volume of cigarette 

packages is estimated to reach 62.6 million cases in 2016 at a CAGR of 3.0% from 2011 to 2016. 

Meanwhile, the production capacity of cigarette packages is anticipated to reach 87.9 million cases 

by the end of 2016. With the growing demand of middle- and high-end cigarette packages and 

increasing cost of raw material, the sales value of cigarette packaging is likely to increase from 

RMB39.5 billion in 2011 to RMB59.8 billion in 2016 in the PRC, representing a CAGR of 8.7% 

during the forecast period. 
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By the end of 2011, the PRC had around 170 cigarette packaging manufacturers, and they have 

been located countrywide to serve the China National Tobacco Corporation (CNTC) in different 

provinces. The five leading cigarette packaging manufacturers, Shenzhen Jinjia Group Co., Ltd., 

Brilliant Circle Holdings International Limited, AMVIG Holdings Limited, Shantou Dongfeng Printing 

Co., Ltd., and Shanghai Tobacco Package Printing Co., Ltd., have accounted for 25.4% and 25.4% 

of the total market share in terms of production capacity and production volume in 2011, respectively. 

Brilliant Circle Holdings International Limited ranked the second in terms of both production capacity 

and production volume in the same year. 
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2 OVERVIEW OF THE PRC CIGARETTE MARKET 

2.1 GLOBAL MARKET OVERVIEW 

In 2011, driven by the development of the cigarette market in emerging countries, the global 

cigarette market still experienced a steady growth under the circumstance of global tobacco control. 

Increased health consciousness and tightening regulations, such as public smoking bans and 

taxation in many countries, restricted the development of cigarette market in developed countries in 

the past few years. In the contrast, driven by fast population growth and increasing disposable 

income, sustained positive sales volume growth of tobacco products, especially cigarette, took place 

year by year in emerging countries during the past few years. According to Frost & Sullivan, this 

trend is likely to maintain in the cigarette market of emerging countries. By 2011, the PRC had 

already become one of the leading cigarette markets worldwide. According to the Chinese 

Association of Tobacco Control, the total smoker in the PRC reached 320 million in 2011, with an 

increase of 20 million from 2009. 

Both global tobacco production and consumption increased steadily in 2011. There were about 100 

tobacco-producing countries worldwide, and the main producing countries are the PRC, India, Brazil, 

the United States, Turkey, Zimbabwe, and Malawi. The PRC was the world's largest tobacco 

producer and consumer in 2011. 

Chart 2.1 shows the percent of tobacco leaf production by region for the global tobacco market in 

2011. 
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Chart 2.1 

Tobacco Market: Percent of Tobacco Leaf Production by Region (Global), 2011 

 

Note: Others mainly include Turkey, Zimbabwe, Malawi, and so on; 

Source: Frost & Sullivan 

According to Frost & Sullivan, the total global tobacco leaf production reached 7.4 million MT by the 

end of 2011. The PRC took account of 40.5% of the total global tobacco leaf production, with 

production volume of 3.0 million MT. India, Brazil, United States, and EU ranked second to fifth 

place of world largest tobacco leaf production region. 

Chart 2.2 shows the percent of consumption by region for the global tobacco market in 2011. 
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Chart 2.2 

Tobacco Market: Percent of Consumption by Region (Global), 2011 

 

Note: Others mainly include Japan, Indonesia, Turkey, Pakistan, and so on; 

Source: Frost & Sullivan 

According to Frost & Sullivan analysis, the global tobacco consumption reached around 8.5 million 

MT in 2011. The PRC has also been the largest tobacco consumption country in 2011, accounted 

for 39.2% of total global tobacco consumption. It was followed by EU, India, Russia, the United 

States, and Brazil. Tobacco consumption is likely to grow further in emerging countries such as the 

PRC, India, and Brazil due to relatively fast economic and population growth. 

2.2 CIGARETTE PRODUCTION IN THE PRC 

Tobacco includes cigarettes, cigars and other tobacco products. In the PRC, cigarette is the major 

tobacco product. 

Chart 2.3 shows the cigarette production volume and gross industrial output value of cigarette 

manufacturing forecasts in the cigarette market in the PRC from 2004 to 2016. 
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Chart 2.3 

Cigarette Market: Cigarette Production Volume and Gross Industrial Output Value of Cigarette 

Manufacturing Forecasts (PRC), 2004-2016E 

 

Source: Data of 2004 to 2010 are from National Bureau of Statistics of China; 

Data of 2011 to 2016 are from Frost & Sullivan 

The cigarette production volume in the PRC increased from 37.5 million cases in 2004 to 48.9 

million cases in 2011, witnessed a CAGR of 3.9% during the same period. Frost & Sullivan 

anticipates that the PRC cigarette market is likely to maintain the steady growth in the future, as a 

result of population growth and rising living standard. According to Frost & Sullivan, the cigarette 

production volume in the PRC is expected to reach 56.6 million cases by the end of 2016, with a 

CAGR of 2.9% from 2011 to 2016. 

In line with the cigarette production volume, the gross industrial output value of cigarette 

manufacturing in the PRC increased to RMB676.7 billion in 2011, up from RMB258.5 billion in 2004, 

realized a CAGR of 14.7% between 2004 and 2011. The upgrading of both production structure and 

consumption structure has already taken place, due to the rapid growth of disposable income in the 

PRC. According to Frost & Sullivan, favorable forecast of disposable income growth in the PRC in 

the forecast period is likely to accelerate the structure upgrading of China’s cigarette market. The 
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demand of middle- and high-end cigarette products is expected to expand. As a result, the growth of 

the gross industrial output value of cigarette manufacturing in the PRC is anticipated to accelerate 

with a CAGR of 15.7% from 2011 to 2016. 

In 2011, Cigarette remained the position of the pillar industries in China, which has accounted for 

7.9% of national fiscal income in the same year. 

Chart 2.4 shows the tax and profit attributable to tobacco sector, as well as the tax and profit 

attributable to tobacco sector as percent of nation fiscal income in the PRC from 2004 to 2011. 

Chart 2.4 

Cigarette Market: Tax and Profit Attributable to Tobacco Sector, as well as Tax and Profit 

attributable to Tobacco Sector as Percent of Nation Fiscal Income (PRC), 2004-2011 

 

Source: Data of Tax and Profit Attributable to Tobacco Sector are from National Bureau of Statistics of China; 

Data of Tax and Profit Attributable to Tobacco Sector as % of National Fiscal Income are from Frost & Sullivan 

2.3 MARKET DRIVERS 

Figure 2-1 shows the market drivers ranked in order of impact for the PRC cigarette market from 

2012 to 2016. 
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Figure 2-1 

Cigarette Market: Market Drivers Ranked in Order of Impact (PRC), 2012E-2016E 

Driver 1-2 Years 3-5 Years 

Economic and disposable income growth High High 

Rising population and urbanization process High High 

Increasing social activities High High 

Industry consolidation supported by the PRC Government High Medium 

Reducing tar content of cigarettes Low Medium 

Source: Frost & Sullivan 

Economic and Disposable Income Growth 

China maintained strong growth in both nominal GDP and disposable income even under the 

financial crisis and this trend is expected to continue in the future. On one hand, stable economic 

environment is the fundamental of the development of the cigarette market in the PRC. On the other 

hand, the increase in disposable income is likely to further accelerate the upgrading of consumption 

structure of cigarettes in the PRC. Consumers are likely to be able to afford cigarettes with higher 

price. 

Rising Population and Urbanization Process 

The PRC has the world’s largest population. According to National Bureau of Statistics of China, the 

total population in the PRC reached 1,347.4 million in 2011. According to International Monetary 

Fund’s estimation in April 2012, the population is likely to reach 1,382.2 million in 2016, a net 

increase of around 34.8 million. Continuous growth in the population is likely to result in the increase 

in smoking population in the PRC. 

The rapid economic development of the PRC had resulted in an influx of migrants from rural to 

urban, and hence a continuous increase on urban population in the PRC. The proportion taken up 

by the urban population from the total population had also been augmenting. According to National 

Bureau of Statistics of China, the urbanization rate reached 51.3% in 2011. Frost & Sullivan 

estimates that the trend is likely to continue till 2016, and the PRC’s urban population is expected to 
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reach 840.7 million by 2016, with urbanization rate of 60.8%. Rising urban population is expected to 

boom the demand of middle- and high-end cigarettes. 

Increasing Social Activities 

Cigarettes are used as the most common social means in business culture. Also, it is Chinese 

tradition to serve cigarettes along with snacks in social activities or to give cigarettes as wedding 

gifts. With the rapid economic growth and living standards improvements in the PRC, more social 

activities, especially business banquets and weddings parties, are likely to be held in the future. 

Thus, cigarette demand from social activities is expected to increase. 

Industry Consolidation Supported by the PRC Government 

The market concentration of cigarette industry in the PRC is gradually increasing. The PRC 

Government proposed The Plan of Cigarette Industry Improvement (《烟草行业“卷烟上水平”总体

规划》), which encourages cigarette companies to enhance production of high-end cigarette brand 

and emphasize on brand building. The purpose of the plan is to improve the market size and 

structure of the cigarette market in the PRC by improving the competitiveness of the cigarette 

companies in the region. The PRC cigarette market is expected to grow under such stimulus, 

especially in the sales of high-end products. The market concentration is also anticipated to grow 

with further expected mergers and acquisitions. 

Reducing Tar Content of Cigarette 

The volume of tar content in the PRC cigarettes has been lowered gradually to reduce the harmful 

effects of smoking. The Plan of Cigarette Industry Improvement encourages cigarette companies to 

further strengthen the R&D and manufacturing of the cigarettes with low volume of tar content, thus, 

to reduce the average level of tar content of cigarette in China. According to Frost & Sullivan, by 

2016, the tar content of cigarette is expected to be lower than 10 mg per cigarette in the PRC. 
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2.4 REGULATORY ANALYSIS 

The Implementation Regulations of State Tobacco Monopoly Law 

In 1997, the Implementation Regulations of State Tobacco Monopoly Law (《中华人民共和国烟草专

卖法实施条例》) was enacted to exercise the tobacco monopoly administration. It empowers State 

Tobacco Monopoly Administration (STMA) to monitor the production, sales, transportation, import, 

export as well as economics and technology cooperation with overseas countries in relation to 

cigarettes in the PRC. STMA is also responsible for the cigarette pricing and the promulgation and 

enforcement of laws and policies relating to the PRC cigarette industry. The CNTC is under 

supervision of STMA and is responsible for monopoly of tobacco products and the operation of 

production, sales, materials, import, and export business in relation to tobacco products in the PRC. 

CNTC has supervised more than 150 cigarette manufacturers and allocated annual production 

quotas to the cigarette manufacturers according to their capacity, profitability, and sales in the 

previous year. The Implementation Regulations of State Tobacco Monopoly Law also stated that the 

packages of tobacco products would indicate the grade of tar content and the health-warning 

message. 

World Health Organization Framework Convention on Tobacco Control 

On October 11th, 2005, the PRC ratified the WHO Framework Convention on Tobacco Control 

(FCTC), an international treaty intended to reduce tobacco-related disease and death. Under the 

conditions of the FCTC, the PRC is required to completely ban cigarette promotion and sponsorship 

on radio, television, print media, and Internet within five years, as well as to prohibit tobacco 

companies from sponsoring international events or activities. The PRC has also resolved to ban all 

tobacco vending machines, as well as smoking in indoor work places, public areas, and public 

transportations. The ban was put into effect since January 9th, 2011. Parties of FCTC also required 

conducting price and tax measures to reduce the demand for tobacco. Besides, duty-free tobacco 
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should be banned or limited. In terms of the tobacco packaging, FCTC required that 30 to 50 

percent area of cigarette box is covered by the health-warning message, and misleading words such 

as “low tar” and “light” are forbidden. 

The Plan of Cigarette Industry Improvement 

In 2010, The Plan of Cigarette Industry Improvement (《烟草行业“卷烟上水平”总体规划》) was 

firstly announced by STMA at the 2010 National Tobacco Conference, which is aimed to improve 

the cigarette industry structure and to strengthen the competitiveness of the PRC cigarette 

companies against the international cigarette competitors. The plan has set improvement 

assignment and measures for the next five years from five perspectives, including brand 

development, raw material security, technology upgrade, marketing, and business management. 

From the brand development perspective, the aim is to enlarge brand size, enhance brand value, 

and reduce the harm of tobacco products. To enlarge the brand size, the plan set a five-year target 

to develop ten top brands with distinct characteristics, clear positioning, and high brand awareness 

in the international market. Among the ten top brands, two brands need to reach an annual 

production above 5 million cases, three brands need to reach an annual production above 3 million 

cases, and five brands need to reach an annual production above 2 million cases by 2015. To 

enhance the brand value, the plan is required to develop 12 brands with sales revenue of more than 

RMB40 billion, in which six brands need reach sales revenue of more than RMB60 billion and one 

brand need reach sales revenue of more than RMB100 billion. This is the "532", "461" strategy. 

In 2009, the average tar content of cigarettes in the PRC market was 12.2 mg per cigarette. To 

reduce the harm of cigarettes, the plan sets a target that the tar content in all cigarettes should be 

reduced to 10 mg or lower by 2015; the cigarettes with 8 mg tar content need to reach 8 million 

cases, and the cigarettes with 5 mg tar content need to reach 2 million cases. 

To secure the raw material supply, it is planned to develop 74 tobacco leaf plantation bases with 

high-quality tobacco leaf production and achieve modernized production in 2015. To improve the 
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cigarette companies’ competitiveness against international competitors, upgrading the cigarette 

production technologies and product innovation is necessary. Moreover, cigarette companies need 

to develop their brand awareness by innovative marketing and sales channels. A healthy business 

management system is necessary as well. 

Such a strategic industry development plan is anticipated to stimulate the industry consolidation of 

the PRC cigarette market, and the market structure tends to move forward to high-end brands. The 

production capacity of low-end brands tends to be consolidated and is likely to shift to high-end 

production. 

Law on the Protection of Minors, Law on Prevention of Juvenile Delinquency, and 

Advertising Law 

Besides the above industrial regulations, Law on the Protection of Minors (《未成年人保护法》), 

Law on Prevention of Juvenile Delinquency (《预防未成年人犯罪法》), and Advertising Law (《广告

法》) also have relevant regulations on cigarettes. According to Law on the Protection of Minors and 

Law on Prevention of Juvenile Delinquency, sale of tobacco to citizens under age 18 is not allowed, 

and smoking is forbidden in secondary schools, kindergartens, classrooms, dormitories, activity 

rooms, and other places where minors gather for activities. Moreover, according to the Advertising 

Law, tobacco advertising must be marked with "Smoking is harmful to health", and tobacco 

advertising in various waiting rooms, theatres, meeting halls, sports stadiums, and other public 

places are forbidden. 

2.5 REGIONAL ANALYSIS 

2.5.1 Major Cigarette Producing Regions in the PRC 

In 2011, Yunnan took leads among all cigarette-producing regions in the PRC, with 14.9% of total 

cigarette production volume in the PRC. 
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Chart 2.5 shows the percent of production volume by region in the PRC cigarette market in 2011. 

Chart 2.5 

Cigarette Market: Percent of Production Volume by Region (PRC), 2011 

 

Source: Frost & Sullivan 

Due to the abundant source of tobacco leaf, cigarette production companies are mainly 

concentrated in southwest regions in the PRC. Yunnan ranks the first in terms of cigarette 

production, followed by Hunan and Henan. These three major regions have produced over a quarter 

of the total cigarette production volume in the PRC in 2011. Other major cigarette-producing regions 

include Shandong, Hubei, Guangdong, Anhui, Guizhou, Jiangsu, and Sichuan. The top-ten 

producing regions held 63.8% of the total cigarette production volume in the PRC in 2011. 

2.5.2 Regional Major Cigarette Brands 

Figure 2-2 shows the regional major cigarette brands in major producing regions in the PRC 

cigarette market in 2011. 
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Figure 2-2 

Cigarette Market: Regional Major Cigarette Brands in Major Producing Regions (PRC), 2011 

Region Major Brand List 

Yunnan Yunyan (云烟) Hongtashan (红塔山) 

Hunan Furongwang (芙蓉王) Baisha (白沙) 

Henan Hongqiqu (红旗渠) Dihao (帝豪) 

Shandong Hatamen (哈德门) General (将军) 

Hubei Golden Dragon (红金龙) Huanghelou (黄鹤楼) 

Guangdong Double Happiness (双喜) Wuyeshen (五叶神) 

Anhui Huangshan (黄山) Red 3 Ring (红三环) 

Guizhou Huangguoshu (黄果树) Zunyi Brand (遵义) 

Jiangsu Nanjing (南京) Suyan (苏烟) 

Sichuan Pride (骄子) Tianxiaxiu (天下秀) 

Source: Frost & Sullivan 

In Yunnan, Yunyan (云烟) and Hongtashan (红塔山) are the two major brands. Both brands are very 

popular in the PRC, and Yunyan (云烟) is well known for its pure and mild taste. Furongwang (芙蓉

王) and Baisha (白沙) are the two core brands in Hunan. Huanghelou (黄鹤楼) is one of the key 

brands in Hubei, named after one of Hubei’s famous places of interest, Yellow Crane Tower. It is 

one of the high-end brands with high retail price, especially for its sub-brand “Huanghelou 1916”, 

due to its rare tobacco leaf raw material and hand-making process. The brand Double Happiness 

(双喜) in Guangdong and Huangshan (黄山) in Anhui are also among the most popular brands in the 

PRC cigarette market. 

2.6 INTRODUCTION TO CHINA NATIONAL TOBACCO CORPORATION 

CNTC is the economic entity under the supervision of STMA. It is responsible for monopoly of 

tobacco products and the operation of production, sales, materials, import, and export business in 

relation to tobacco products in the PRC. It was formed in January 1982 and has 18 subsidies, which 

supervised approximately 137 cigarette manufacturers by 2011; it allocates annual production 
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quotas to the cigarette manufacturers according to their capacity, profitability, and sales in the 

previous year. 

Figure 2-3 illustrates CNTC’s subsidies ranking by production volume and sales value in the PRC 

cigarette market in 2010 and 2011. 

Figure 2-3 

Cigarette Market: CNTC’s Subsidies Ranking by Production Volume and Sales Value (PRC), 2010 

and 2011 

Rank CNTC Subsidies 
Production Volume 

(Million Cases) 
Sales Value 

(RMB Billion) 

  2011 2010 2011 2010 

1 CNTC Yunnan 7.82 7.62 147.84 119.70 

2 CNTC Industry Co. 4.35 4.19 53.09 44.42 

3 CNTC Hunan 3.63 3.51 81.93 66.75 

4 CNTC Henan 3.35 3.30 37.68 31.11 

5 CNTC Chuanyu 2.92 2.83 36.70 30.86 

6 CNTC Shandong 2.72 2.67 29.59 24.84 

7 CNTC Hubei 2.70 2.63 56.04 42.59 

8 Shanghai Cigarette 2.66 2.61 87.90 70.20 

9 CNTC Anhui 2.52 2.45 29.50 25.50 

10 CNTC Guizhou 2.45 2.39 28.93 23.46 

11 CNTC Guangdong 2.32 2.24 44.25 37.12 

12 CNTC Jiangsu 1.98 1.92 47.49 39.34 

13 CNTC Zhejiang 1.77 1.70 48.22 39.77 

14 CNTC Fujian 1.77 1.69 26.29 20.93 

15 CNTC Shaanxi 1.72 1.66 17.64 14.02 

16 CNTC Hebei 1.62 1.55 15.83 13.62 

17 CNTC Guangxi 1.48 1.43 16.30 13.77 

18 CNTC Jiangxi 1.17 1.12 12.60 11.01 

Source: Frost & Sullivan 

Among the 18 subsidies, CNTC Yunnan ranked the first in both production volume and sales value 

in 2011 and 2010. The production volume of CNTC Yunnan reached 7.82 million cases with sales 

value of RMB147.84 billion in 2011. Other top subsidies with higher production volume and sales 
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values are CNTC Industry Co., CNTC Hunan, CNTC Henan, and CNTC Chuanyu. Their production 

volume reached 4.35 million cases, 3.63 million cases, 3.35 million cases, and 2.92 million cases in 

2011, respectively. CNTC Industry Co. is a holding company, which controls Harbin Cigarette 

Factory, Yanji Cigarette Factory, Lanzhou Cigarette Factory, and Shenzhen Cigarette Factory. 

2.7 CIGARETTE CLASSIFICATION 

According to STMA, cigarettes in the PRC are divided into five categories based on the wholesale 

price without tax (cigarette manufacturer to CNTC) (不含税调拨价). 

Figure 2-4 shows the cigarette classification standard according to STMA in the PRC cigarette 

market of 2006 to 2009. 

Figure 2-4 

Cigarette Market: Cigarette Classification Standard (PRC), 2006 and 2009 

Tier 

Standard of Wholesale Price 
Without Tax (Cigarette 
Manufacturer to CNTC) 

Promulgated in May 2006 
(RMB/200 Cigarettes) 

Standard of Wholesale Price 
Without Tax (Cigarette 
Manufacturer to CNTC) 

Promulgated in May 2009  
(RMB/200 cigarettes) 

Tier 1 ≥ 100 (inclusive) ≥ 100 (inclusive) 

Tier 2 50 (inclusive)~100 70 (inclusive)~100 

Tier 3 30 (inclusive)~50 30 (inclusive)~70 

Tier 4 16.5 (inclusive)~30 16.5 (inclusive)~30 

Tier 5 0~16.5 0~16.5 

Source: STMA 

The classification standard promulgated in 2006 divided cigarette into five tiers in terms of wholesale 

price without tax (cigarette manufacturer to CNTC): from RMB0 to RMB16.5, from RMB16.5 

(inclusive) to RMB30, from RMB30 (inclusive) to RMB50, from RMB50 (inclusive) to RMB100, and 

above RMB100 (inclusive). The standard was revised by STMA in May 2009, where the price range 

of Tier 2 revised from RMB50 (inclusive) to RMB100 to RMB70 (inclusive) to RMB100. 
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Tier 1 cigarettes target the PRC luxury cigarette market. These are mainly bought for gifts and used 

in social events such as weddings and business banquet. Such a market in the PRC is very huge 

due to Chinese traditional cigarette culture. Tier 2 cigarettes’ target end users are the smokers with 

high disposable incomes, and Tier 3 cigarettes are mainly for middle-class consumers. These two 

markets are also likely to growth rapidly due to the increase in disposable incomes as a result of the 

strong GDP growth of the PRC. Tier 4 and Tier 5 cigarettes target consumers in lower tier cities or 

rural area. 

With the rapid rising living standard and purchasing power of the consumers in the PRC, the 

upgrading of both consumption and production structure in the PRC cigarette market is accelerating. 

Many Tier 4 and Tier 5 cigarette brands have been shaken out of the market or started to upgrade 

their product portfolio to target higher level of consumers. According to Frost & Sullivan, the 

cigarette classification standard in the PRC cigarette market is likely to be further revised soon. 

Chart 2.6 shows the sales volume by cigarette tier in the PRC cigarette market in 2010 and 2011. 

Chart 2.6 

Cigarette Market: Sales Volume by Cigarette Tier (PRC), 2010 and 2011 

 

Source: Frost & Sullivan 
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Chart 2.7 shows the sales value by cigarette tier in the PRC cigarette market in 2010 and 2011. 

Chart 2.7 

Cigarette Market: Sales Value by Cigarette Tier (PRC), 2010 and 2011 

 

Source: Frost & Sullivan 

Due to the accelerating of consumption structure upgrade, both sales volume and sales value of Tier 

4 and Tier 5 cigarettes have started to shrink since 2010. In 2010, Tier 4 cigarettes still held the 

largest share in terms of sales volume in the PRC in 2010. However it has been caught up by Tier 3 

cigarettes in 2011. For sales value, Tier 4 cigarettes ranked the third in the PRC, with value of 

RMB138.84 billion and RMB114.60 billion, respectively, in 2010 and 2011. Similarly to Tier 4 

cigarettes, both sales volume and sales value of Tier 5 cigarettes decreased sharply from 2010 to 

2011, and recorded at 6.41 million cases and RMB27.94 billion, respectively, in 2011. 

Tier 3 cigarettes led the PRC cigarette market in terms of both sales volume and sales value in 2011. 

As a result of consumption structure upgrading, Tier 3 cigarettes had taken place of Tier 4 cigarettes 

to hold the largest share of sales volume since 2011. Both sales volume and sales value showed 

strong growth from 2010 to 2011, and reached 18.66 million cases and RMB308.91 billion, 

respectively, by the end of 2011. 

204.21 

56.90 

231.19 

138.84 

37.86 

284.37 

82.05 

308.91 

114.60 

27.94 

0

50

100

150

200

250

300

350

Tier 1 Tier 2 Tier 3 Tier 4 Tier 5

Sa
le

s 
Va

lu
e 

(R
M

B 
Bi

lli
on

)

2010 2011



 

 
Strategic Analysis of the PRC Cigarette and Cigarette Packaging Market            19 
©Frost & Sullivan 2012 
 
 

Similarly to Tier 3 cigarettes, other middle- and high-end cigarettes, especially Tier 1 cigarettes also 

showed great increase since 2010. With the rapid increase of disposable income and the expansion 

of wealthy people in the PRC, great market potential of Tier 1 and Tier 2 cigarettes is releasing. Tier 

1 cigarettes had relatively less sales volume but had high sales value. Its sales volume in 2010 was 

4.59 million cases with a sales value of RMB204.21 billion. In 2011, the sales volume of Tier 1 

cigarettes was 6.20 million cases with a sales value of RMB284.37 billion. 

Tier 1 to 3 cigarettes have shown steady growth in both sales volume and sales value from 2010 to 

2011, whereas Tier 4 and Tier 5 cigarettes declined rapidly during the same period. After the 

revision of cigarette classification since May 2009, the price range of Tier 3 cigarettes has been 

increased, and further growth in Tier 3 cigarettes is expected in the future. Under The Plan of 

Cigarette Industry Improvement, Tier 1 and Tier 2 cigarette market have grown significantly since 

2010. 

Chart 2.8 shows the sales volume forecasts by cigarette tier in the PRC cigarette market in 2011 

and 2016. 
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Chart 2.8 

Cigarette Market: Sales Volume Forecasts by Cigarette Tier (PRC), 2011 and 2016E 

  

Source: Frost & Sullivan 

Under the stimulation of government policy on middle- and high-end cigarettes, as well as the 

continuous increase in disposable income of consumers in the PRC, the growth of Tier 1 to Tier 3 

cigarette market is accelerating in 2011. According to Frost & Sullivan, the growth trend of Tier 1 to 
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sales volume of Tier 1, Tier 2, and Tier 3 cigarettes are likely to reach 14.3%, 19.5%, and 11.0%, 
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further shrunk, as a result of consumption upgrading, with total market share less than 10.0% by the 

end of 2016. The PRC cigarette market is likely to be further consolidated as lower tier brands are 

likely to be shaken out of the market or be acquired by leading brands for product portfolio 

diversification. 

2.7.1 Value Chain Analysis 

Figure 2-5 shows value chain information of cigarette tiers in the PRC cigarette market in 2010. 
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Figure 2-5 

Cigarette Market: Value Chain Information of Cigarette Tiers (PRC), 2010 

Tier 

Wholesale Price 
with Tax (Cigarette 

Manufacturer to 
CNTC) (RMB/200 

Cigarettes) 

Wholesale Price 
(CNTC to 
Retailers) 
(RMB/200 

Cigarettes) 

Average 
Packaging 

Cost 
(RMB/200 

Cigarettes) 

Percentage of 
Packaging Cost 
Over Wholesale 
Price (CNTC to 

Retailers) 

Tier 1 173.5 255.2 9.6 3.8% 

Tier 2 94.5 124.7 4.2 3.4% 

Tier 3 54.5 73.8 3.0 4.1% 

Tier 4 30.9 40.3 1.2 3.0% 

Tier 5 17.3 20.8 1.2 5.7% 

Note: Wholesale price with tax (cigarette manufacturer to CNTC), (含税调拨价), refers to the wholesale price with tax 

that cigarettes manufacturer sell to CNTC; and wholesale price (CNTC to retailers), (批发价) in, refers to the wholesale 

price CNTC sell to retailers 

Source: Frost & Sullivan 

In 2010, the wholesale prices with tax (cigarette manufacturer to CNTC) for Tier 1, Tier 2, Tier 3, 

Tier 4, and Tier 5 were RMB173.5, RMB94.5, RMB54.5, RMB30.9, and RMB17.3, respectively. At 

the same period, the wholesale prices (CNTC to retailers) for these cigarette tiers were RMB255.2, 

RMB124.7, RMB73.8, RMB40.3, and RMB20.8, respectively. 

The average packaging cost of Tier 1 cigarettes were RMB9.6 per 200 cigarettes in 2010, 3.8% over 

the wholesale price (CNTC to retailers). Tier 2 cigarettes’ average packaging cost was 3.4% over 

the wholesale price (CNTC to retailers) in 2010, which was RMB4.2 per 200 cigarettes. Tier 3 

cigarettes’ average packaging cost was RMB3.0 per 200 cigarettes in 2010, which was 4.1% over 

the wholesale price (CNTC to retailers). The average packaging cost for both Tier 4 and Tier 5 

cigarettes was RMB1.2 per 200 cigarettes in 2010, which was 3.0% and 5.7% over the wholesale 

price (CNTC to retailers), respectively. 

Figure 2-6 shows value chain information of cigarette tiers in the PRC cigarette market in 2011. 



 

 
Strategic Analysis of the PRC Cigarette and Cigarette Packaging Market            22 
©Frost & Sullivan 2012 
 
 

Figure 2-6 

Cigarette Market: Value Chain Information of Cigarette Tiers (PRC), 2011 

Tier 

Wholesale Price 
with Tax (Cigarette 

Manufacturer to 
CNTC) (RMB/200 

Cigarettes) 

Wholesale Price 
(CNTC to 
Retailers) 
(RMB/200 

Cigarettes) 

Average 
Packaging 

Cost 
(RMB/200 

Cigarettes) 

Percentage of 
Packaging Cost 
Over Wholesale 
Price (CNTC to 

Retailers) 

Tier 1 172.6 255.4 9.3 3.6% 

Tier 2 94.1 124.8 4.0 3.2% 

Tier 3 54.6 73.2 2.6 3.6% 

Tier 4 31.2 40.8 1.0 2.5% 

Tier 5 17.1 20.9 1.0 4.8% 

Note: Wholesale price with tax (cigarette manufacturer to CNTC), (含税调拨价), refers to the wholesale price with tax 

that cigarettes manufacturer sell to CNTC; and wholesale price (CNTC to retailers), (批发价) in, refers to the wholesale 

price CNTC sell to retailers 

Source: Frost & Sullivan 

In 2011, the wholesale prices with tax (cigarette manufacturer to CNTC) for Tier 1, Tier 2, Tier 3, 

Tier 4, and Tier 5 were RMB172.6, RMB94.1, RMB54.6, RMB31.2, and RMB17.1, respectively. At 

the same period, the wholesale prices (CNTC to retailers) for these cigarette tiers were RMB255.4, 

RMB124.8, RMB73.2, RMB40.8, and RMB20.9, respectively. 

The average packaging cost of Tier 1 cigarettes were RMB9.3 per 200 cigarettes in 2011, 3.6% over 

the wholesale price (CNTC to retailers). Tier 2 cigarettes’ average packaging cost was 3.2% over 

the wholesale price (CNTC to retailers) in 2011, which was RMB4.0 per 200 cigarettes. Tier 3 

cigarettes’ average packaging cost was RMB2.6 per 200 cigarettes in 2011, which was 3.6% over 

the wholesale price (CNTC to retailers). The average packaging cost for both Tier 4 and Tier 5 

cigarettes was RMB1.0 per 200 cigarettes in 2011, which was 2.5% and 4.8% over the wholesale 

price (CNTC to retailers), respectively. 

2.8 TOP PRC CIGARETTE BRANDS 

Figure 2-7 shows the top 15 brands ranked by sales value in the PRC cigarette market in 2010. 
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Figure 2-7 

Cigarette Market: Top 15 Brands Ranked by Sales Value (PRC), 2010 

Rank Brand 
Production 

Volume 
(Million 
Cases) 

Sales 
Value 
(RMB 

Billion) 

1 Chunghwa (中华) 0.76 51.07 

2 Hongtashan (红塔山) 2.89 43.55 

3 Baisha (白沙) 2.84 39.46 

4 Double Happiness (双喜) 2.11 36.09 

5 Yunyan (云烟) 1.76 35.04 

6 Furongwang (芙蓉王) 0.87 33.92 

7 Liqun (利群) 1.10 32.53 

8 Huanghelou (黄鹤楼) 0.69 24.60 

9 Golden Dragon (红金龙) 2.36 24.57 

10 Yuxi (玉溪) 0.71 23.32 

11 Honghe (红河) 2.21 21.57 

12 Huangshan (黄山) 1.65 21.15 

13 Seven Wolves (七匹狼) 1.42 20.11 

14 Nanjing (南京) 0.86 18.21 

15 Hongqiqu (红旗渠) 1.96 16.04 

Total of Top 15 24.20 441.21 

Total 47.51 669.00 

Share of Top 15 in Total 50.9% 66.0% 
Source: Frost & Sullivan 

Figure 2-8 shows the top 15 brands ranked by sales value in the PRC cigarette market in 2011. 
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Figure 2-8 

Cigarette Market: Top 15 Brands Ranked by Sales Value (PRC), 2011 

Rank Brand 
Production 

Volume 
(Million 
Cases) 

Sales 
Value 
(RMB 

Billion) 

1 Chunghwa (中华) 1.01 67.90 

2 Double Happiness (双喜) 3.08 57.13 

3 Hongtashan (红塔山) 3.10 56.42 

4 Yunyan (云烟) 2.39 51.89 

5 Baisha (白沙) 3.01 47.58 

6 Liqun (利群) 1.45 47.22 

7 Furongwang (芙蓉王) 1.16 45.30 

8 Huanghelou (黄鹤楼) 1.03 40.63 

9 Yuxi (玉溪) 1.07 34.02 

10 Golden Dragon (红金龙) 2.37 26.78 

11 Seven Wolves (七匹狼) 1.67 26.60 

12 Huangshan (黄山) 1.97 26.23 

13 Nanjing (南京) 1.23 25.66 

14 Honghe (红河) 2.09 22.90 

15 Jiaozi (娇子) 1.20 20.66 

Total of Top 15 27.84 596.93 

Total 48.95 817.87 

Share of Top 15 in Total 56.9% 73.0% 
Source: Frost & Sullivan 

Compared with the top 15 brands by sales value in 2010, this ranking has been reordered in 2011. 

This is mainly due to the consumption structure upgrading. Brands with middle- and high-end 

cigarette products portfolio experienced a rapid development in 2011, while lower end cigarette 

brands were losing the market share. In terms of sales value, Chunghwa, Double Happiness, and 

Hongtashan have been the top three brands in the PRC, with sales value of RMB67.90 billion, 

RMB57.13 billion, and RMB56.42 billion, respectively in 2011. In the same year, Hongtashan, 

Double Happiness, and Baisha were three major brands in terms of sales volume, each with sales 

value of over 3.0 million cases. 
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In between 2010 and 2011, the market further increased concentration in terms of both production 

volume and sales value. The total production volume of top 15 brands’ market share occupied 

56.9% of total PRC cigarette production in 2011, which was 6.0% higher than that in 2010. 

Meanwhile, top 15 brands’ total sales value reached RMB596.93 billion, which was 73.0% of the 

total cigarettes’ sales value in the PRC, up from 66.0% market share in 2010. 

Chart 2.9 shows the number of cigarette companies and brands in the PRC cigarette market from 

2000 to 2011. 

Chart 2.9 

Cigarettes Market: Number of Cigarette Companies and Brands (PRC), 2000-2011 

 

Source: Data for number of companies from 2000 to 2010 are from National Bureau of Statistics of China; 

Others are from Frost & Sullivan 

The number of cigarette companies and brands has declined rapidly over the past ten years. The 

number of cigarette companies in the PRC was reduced from 343 companies in 2000 to 137 

companies in 2011, with a negative CAGR of 8.0%. The number of cigarette brands in the PRC fell 

from 1,181 brands in 2000 to a mere 91 brands in 2011, with a negative CAGR of 20.8%. The PRC 

cigarette market was relatively more concentrated in 2011 compared to that in the last decade. 
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According to The Plan of Cigarette Industry Improvement announced at the 2011 National Tobacco 

Conference, further consolidation is expected to improve the competitiveness of the PRC cigarette 

companies in the international market. Therefore, industry consolidation is still anticipated as the 

major market trend in the next five years. Brand concentration is likely to increase, and outdated 

capacities are expected to be eliminated. More Tier 1 to Tier 3 cigarettes with high product quality 

and sound brand awareness are expected to be introduced in the market and hold higher market 

shares. Cigarette companies’ profitability is also anticipated to increase. Nevertheless, Tier 4 and 

Tier 5 cigarettes are not expected to disappear due to the existence of demand by low-income 

consumers. 
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3 OVERVIEW OF THE PRC CIGARETTE PACKAGING 

MARKET 

3.1 MARKET INTRODUCTION 

Cigarette packages are used by cigarette manufacturers during the process of packing of cigarettes. 

Cigarette package production is usually outsourced by cigarette manufacturers to packaging 

manufacturers in the PRC. In the PRC, cigarette packaging manufacturers only produce cigarette 

packages, but they do not pack cigarette into packets, boxes, and cases. Produced cigarette 

packages are delivered from the packaging factories to the factories of cigarette manufacturers 

where cigarettes are packed into packets, boxes, and cases. Cigarette manufacturers normally 

require the packaging manufacturers to produce about 10.0% more additional cigarette packages, in 

order to avoid the occurrence of accidents or mechanical disorder during the packing process. 

The production capacity and production volume of cigarette packaging market in the PRC reached 

76.6 and 54.0 million cases, respectively, by 2011. The PRC cigarette market ranked first in terms of 

both production volume and consumption volume in 2011 in the world. Cigarette markets in 

developed regions experienced a negative growth rate in the past few years by the strong 

enactment of tobacco control policies. However, PRC’s cigarette market still experienced a stable 

growth in the past, and this trend is likely to remain in the future. Hence, the cigarette packaging 

market in the PRC is anticipated to have a steady growth from 2011 to 2016 at a CAGR of 3.0% in 

terms of production volume. 

The sales value of the cigarette packaging market in the PRC increased from RMB24.3 billion in 

2004 to RMB39.5 billion in 2011, with a CAGR of 7.2% during that period. The growth of sales value 

of the PRC cigarette packaging market is likely to accelerate as a result of upgrading of product 

structure, with a CAGR of 8.7% from 2011 to 2016. 
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Leading cigarette packaging manufacturers in the PRC is likely to strengthen the capability of R&D 

on manufacturing technologies to achieve environment protection, anti-counterfeit, as well as reduce 

production cost. Due to the upgrading of product structure, cigarette packaging manufacturers are 

likely to place stronger emphasis on the innovation of design, thus to secure the cooperation with 

middle- and high-end cigarette brands. 

3.2 PRODUCTION CHAIN OVERVIEW 

3.2.1 Technology Introduction 

The production process of cigarette packaging in the PRC is divided into three phases, namely pre-

press (印前), printing (印刷), and post-press (印后). 

Chart 3.1 shows the technical process of cigarette packaging in the PRC cigarette packaging market 

in 2011. 
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Chart 3.1 

Cigarette Packaging Market: Technical Process of Cigarette Packaging (PRC), 2011 

 

Source: Frost & Sullivan 

Pre-press Process 

Package design (包装设计) and printing plate making (印板制作) are involved in the pre-press 

process. The design capability in the PRC cigarette packaging market achieved great improvements 

in recent years. Leading participants normally have a strong team of talented designers. Designed 

images and texts are put on the printing plate through photomechanical, photochemical, and laser 

technology. In different printing methods, the printing plates are made of different materials, 

including metal, plastic, and rubber. 

Printing Process 

Printing is the most complicated phase. There are three printing methods involved in this segment, 

namely gravure printing (凹印), offset printing (胶印), and flexographic printing (柔印). The use of 
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methods depends on the requirements of the clients. Both single method and the combination of 

different methods can be used for the production of cigarette packages. 

Gravure Printing: Gravure printing is a printing method in which ink is transferred from printing plate 

with images and texts to the printing material. The printing plate is made of small depressions in the 

surface. The cells are filled with ink when the printing plate is dipped into the ink tube. The excess 

ink is scraped off the surface of the printing plate. A rubber-covered roller then presses paper onto 

the surface of the plate and the images and texts are printed on the surface of the printing materials. 

Offset Printing: In this printing method, inked images and texts are first transferred from a plate to a 

rubber blanket, serving as an intermediate carrier, and then the images and texts are reprinted on 

the relevant printing materials. This method uses the repulsion feature of oil and water. 

Flexographic Printing: Flexographic printing is a printing method, which provides high printing speed 

and quality. It is basically an updated version of letterpress that can be used for printing on almost 

any type of materials including plastic, metallic films, cellophane, and paper. 

Post-press Process 

The major post-press processes are hot boil stamping (烫金), screen printing (丝印), and embossing 

(击凸). Normally, middle- and high-end cigarette packages have more post-press processes than 

low-end ones. Testing became a key process in the production of cigarette package after the issuing 

of environmental protection-related regulations and rules. 

Hot Boil Stamping: Hot boil stamping makes bronze-like images, and texts are applied to the printing 

materials under the force of hot boil stamping plate. 

Embossing: Embossing makes patterns or figures to emboss on the surface of printing materials 

under the force of embossing plate. 
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Screening Printing: Screen printing uses a woven mesh to support an ink-blocking stencil. The 

attached stencil forms open areas of mesh that transfer ink or other printable materials, which can 

be pressed through the mesh as a sharp-edged image onto a printing materials. 

3.2.2 Equipment Introduction 

There are many types of equipment involved in the processes of pre-press, printing, and post-press. 

Pre-press Equipment 

Figure 3-1 shows the major pre-press equipment involved in the cigarette packaging process in the 

PRC cigarette packaging market in 2011. 

Figure 3-1 

Cigarette Packaging Market: Pre-Press Equipment Involved in Cigarette Packaging Process (PRC), 

2011 

Equipment Application 

Digital Proofer 
(数码打样机) 

Digital proofer offers a fast method of internal product prediction. A digital 
proofer attached to the scanner can determine if images are scanned 
correctly, reducing rescans.  

Computer-to-
Plate Device 
(CTP 制版机) 

Computer-to-plate device provides imaging technology in printing process. 
In this technology, an image created in a desktop publishing application is 
put directly onto a printing plate.  

Source: Frost & Sullivan 

Printing Equipment 

Figure 3-2 shows the major printing equipment involved in the cigarette packaging process in the 

PRC cigarette packaging market in 2011. 
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Figure 3-2 

Cigarette Packaging Market: Printing Equipment Involved in Cigarette Packaging Process (PRC), 

2011 

Equipment Application 

Gravure Printing 
Press 

(凹印机) 

Gravure printing press provides products with superb colors and excellent 
gloss. However, the cost of the printing plate used in this printing method is 
high as it is made of copper. Hence, gravure printing press is widely used 
for long, huge quantity, and high-quality printing runs. 

Offset Printing 
Press 

(胶印机) 

Offset printing press provides products with excellent colors. Compared with 
gravure printing press, the cost of the printing plate for offset printing is low. 
Hence, it is normally applied in low-volume production, such as packages 
for the newly established cigarette brands. 

Flexographic 
Printing Press 

(柔印机) 

Flexographic printing press is widely used in the production of labels. 

Source: Frost & Sullivan 

Post-press Equipment 

Figure 3-3 shows the major post-press equipment involved in the cigarette packaging process in the 

PRC cigarette packaging market in 2011. 
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Figure 3-3 

Cigarette Packaging Market: Post-press Equipment Involved in the Cigarette Packaging Process 

(PRC), 2011 

Equipment Application 

Hot Boil 
Stamping 
Machine 
(烫金机) 

Hot boil stamping is widely applied to the middle- and high-end brands as 
they normally have more strict requirements on the outlook of their 
packages. 

Screening 
Printing Press 

(丝印机) 

Screen printing press is widely used to produce the labels of middle- and 
high-end brands. 

Embossing Press
(击凸机) 

Embossing press is widely applied to the middle- and high-end brands. 

Source: Frost & Sullivan 

3.3 REGULATORY ANALYSIS 

Requirements for Design of Cigarette Package (《烟草包装设计要求》) 

In 2008, the State Tobacco Monopoly Administration released the Requirements for Design of 

Cigarette Package, which stipulated the requirements of cigarette pack design including the 

structure, shape, images and texts, and raw materials. According to the Requirements for Design of 

Cigarette Package, cigarette packaging manufacturers are recommended to use environment-

friendly raw materials instead of the traditional ones. Cigarette packaging manufacturers are 

proposed to reduce the cost of cigarette package to reduce the waste of paper and other sources. 

The Requirements for Design of Cigarette Package aims at regulating the package design and 

promotes environment-friendly cigarette package. 

Tolerance Values of Volatile Organic Compounds in Cigarette Carton and Packet Packaging 

Papers (《卷烟条与盒包装纸中挥发性有机化合物的限量》) 

The Tolerance Values of Volatile Organic Compounds in Cigarette Carton and Packet Packaging 

Papers took effect on July 1st, 2008. The law aims to reduce the volatile organic compounds 
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emissions from the cigarette package’s surface coatings. After the enactment of the law, the 

cigarette packaging manufacturers are establishing labs and testing departments to detect the 

amount of volatile organic compounds emissions from the products. In general, the law is likely to 

encourage the use of environment-friendly raw materials in the cigarette packaging market. 

Regulation on Cigarette Package Labeling within the Territories of the People’s Republic of 

China (《中华人民共和国境内卷烟包装标识的规定》) 

Regulation on Cigarette Package Labelling within the Territories of the People’s Republic of China 

was issued in 2007. The use of misleading slogans, such as Healthy and Low Harmful, are 

prohibited on the cigarette packages as per the regulation. Besides, warning labels are required to 

cover 30 percent of the pack, in Chinese on the front and English on the back. Cigarette companies 

are allowed to design their own labels as long as they meet the minimum requirements. This 

regulation pushes the development of design capability in the cigarette packaging market in the 

PRC. 

3.4 MARKET DYNAMICS 

3.4.1 Market Drivers 

Figure 3-4 shows the market drivers ranked in order of impact for the PRC cigarette packaging 

market from 2012 to 2016. 
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Figure 3-4 

Cigarette Packaging Market: Market Drivers Ranked in Order of Impact (PRC), 2012E-2016E 

Driver 1-2 Years 3-5 Years 

Stable expansion of the PRC cigarette market High High 

Impact of cigarette consumption upgrade High Medium 

Trend of industry consolidation High Medium 

Stronger R&D capability Medium High 

Increasing environmental consciousness Medium Medium 

Source: Frost & Sullivan 

Stable Expansion of the PRC Cigarette Market 

The cigarette packaging market is strongly driven by the increasing demand of cigarette in the PRC. 

By the end of 2011, the total production volume and sales volume of cigarette in the PRC reached 

48.9 million cases and 48.3 million cases, respectively. The cigarette market in the PRC 

experienced a stable growth from 2004 to 2011. Due to the Chinese traditional cigarette culture and 

increasing purchasing power, the steady growth of both cigarette production and consumption in the 

PRC are anticipated to continue in the future. The cigarette market in the PRC is likely to become 

one of the few markets in the world with positive growth rate in the future. 

Impact of Cigarette Consumption Upgrade 

The sustainable growth in annual disposable income of households accelerates the cigarette 

consumption. The sales volume of Tier 1, Tier 2, and Tier 3 cigarettes are likely to experience a 

strong growth in the forecast period, whereas the sales volume of Tier 4 and Tier 5 cigarettes are 

expected to drop during the same period. Compared with low-end cigarette brands, middle- and 

high-end brands normally have higher requirements on design, raw materials, quality, and so on, 

which in turn leads to higher cost of cigarette packaging. Thus, the increase of middle- and high-end 

cigarette market is likely to drive the sales value of the cigarette packaging market in the PRC in the 

next five years. 

Trend of Industry Consolidation 
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The trend industry consolidation level of the PRC cigarette packaging market is expected to 

continue in the future, due to the stronger competitive advantage of leading participants. Small 

participants with weak competitive advantage are likely to be shaken out of the market or acquired 

by leading participants. Industry consolidation brings positive effects to the improvements of overall 

utilization rate, as well as the overall product quality of cigarette packages. Scale-production brings 

cigarette packaging manufacturers stronger bargaining power during the raw material purchase, 

thus to lower the production cost. 

Stronger R&D Capability 

As a result of continuous R&D investments, the manufacturing technology of cigarette packaging is 

improving. The improvements mainly focus on the anti-counterfeit technology and environmental 

protection technology. Anti-counterfeit technologies aim to increase protection for cigarette brands 

and consumers. For example, forgery-proof ink and pigment is developed by adding a special 

fluorescence compound. New environment-friendly raw materials and manufacturing technologies 

are developed to reduce the emission of VOC and other harmful chemicals. Improvements in 

manufacturing technology are expected to further enhance the competitive advantages of the 

cigarette packaging market in the PRC. 

Besides, leading cigarette packaging manufacturers have placed stronger emphasis on the design 

of products. With the continuous upgrading of product structure in the PRC cigarette market, middle- 

and high-end brands are likely to strengthen the cooperation with cigarette packaging manufacturers 

with strong design capability. 

Increasing Environmental Consciousness 

In recent years, both consumers and the market participants in the PRC showed significant interest 

in the environment continuously. The demand for green packaging products experienced a 

substantial increase in the past. As a result, both government and the market participants realized 

the importance to develop the environment-friendly cigarette package. 
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In this situation, the Tolerance Values of Volatile Organic Compounds in Cigarette Carton and 

Packet Packaging Papers (《卷烟条与盒包装纸中挥发性有机化合物的限量》) took effect on July 

1st, 2008. The law aims to reduce the volatile organic compounds emissions from the cigarette 

package’s surface coatings. 

Many environment-friendly raw materials are developed and applied by cigarette packaging 

manufacturers. For example, aluminum metalized paper is widely used as inner shell at present. 

Cigarette packaging manufacturers are expected to invest more on developing environment-friendly 

raw materials and manufacturing technologies. 

3.4.2 Market Restraints 

Figure 3-5 shows the market restraints ranked in order of impact for the PRC cigarette packaging 

market from 2012 to 2016. 

Figure 3-5 

Cigarette Packaging Market: Market Restraints Ranked in Order of Impact (PRC), 2012E-2016E 

Restraint 1-2 Years 3-5 Years 

Strengthening the cigarette control measures by the PRC 
government 

High High 

Rising cost of production Medium Medium 

appearance of graphic warning labels on the pack of cigarette Low Medium 

Source: Frost & Sullivan 

Strengthening the Cigarette Control Measures by the PRC Government 

The PRC joined the WHO's Framework Convention on Tobacco Control in 2006 and pledged to 

make all public places smoking-free zones in January 2011. However, both cigarette production and 

consumption in the PRC grew at a stable rate in the past. The number of smokers in the PRC 

increased as well. The PRC Government admits that the country has failed to reduce the use of 

tobacco products because of weak regulations. As a result of the pressure from WHO and other 
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anti-smoking organizations, the PRC Government is likely to strengthen the cigarette control 

measures in the future. 

Rising Cost of Production 

The production cost of cigarette packages increased steadily during the past, and this trend is 

expected to maintain in the future. The cost of raw materials, including ink, printing paper, and 

others, are likely to increase in the future, due to the inflation in the PRC and high oil price. Besides, 

the cost of labor is also likely to keep increasing in the future. Although cigarette packaging industry 

in the PRC enjoyed a high degree of mechanization, leading participants still have employed over a 

thousand employees. 

Appearance of Graphic Warning Labels on the Pack of Cigarette 

The United States first mandated the use of warning labels stating Cigarettes may be hazardous to 

your health in 1965. Till date, more than 30 countries have introduced similar labels. A new 

campaign is launched recently by the World Health Organization. As part of this campaign, larger 

graphic warning labels, such as corpses, cancer patients, and diseased lungs, are likely to take up 

half of the pack of cigarette. The governments of the United States and Europe have already 

planned for warning images on each pack of cigarette sold in western countries. Compared with the 

images on the pack of cigarette sold in western countries, the image on the package of domestic 

cigarette is still attractive to the consumers. 

3.5 MARKET SIZING AND FORECASTS 

The production volume of cigarette packaging market in the PRC represented a stable growth rate 

from 2004 to 2011, and it is expected to keep growing during the forecast period. 

Chart 3.2 shows the production volume forecasts in the PRC cigarette packaging market from 2004 

to 2016. 



 

 
Strategic Analysis of the PRC Cigarette and Cigarette Packaging Market            39 
©Frost & Sullivan 2012 
 
 

Chart 3.2 

Cigarette Packaging Market: Production Volume Forecasts (PRC), 2004-2016E 

 

Source: Frost & Sullivan 

The production volume of the cigarette packages increased from 41.2 million cases in 2004 to 54.0 

million in 2011, representing a CAGR of 3.9% during that period. Mainly driven by the stable 

increase of cigarettes production, production volume of cigarette package is likely to reach 62.6 

million cases in 2016, at a CAGR of 3.0% from 2011 to 2016. 

With the increasing demand of cigarette packages in the PRC, production capacity of the cigarette 

package increased continuously from 2004 to 2011 to fulfill the total demand. This trend is likely to 

remain in the future. 

Chart 3.3 shows the production capacity forecasts in the PRC cigarette packaging market from 2004 

to 2016. 
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Chart 3.3 

Cigarette Packaging Market: Production Capacity Forecasts (PRC), 2004-2016E 

 

Source: Frost & Sullivan 

The production capacity was 59.1 million cases in 2004 and expanded to 76.6 million cases in 2011, 

at a CAGR of 3.8%. The production capacity is estimated to grow at a CAGR of 2.8% from 2011 to 

2016, and reach 87.9 million cases by the end of 2016. On one hand, with the development of 

manufacturing technology in the PRC cigarette packaging market, old production capacity is likely to 

be replaced by the latest manufacturing equipment gradually in the future. On the other hand, with 

the rising industry consolidation, the overall utilization rate of the PRC cigarette packaging market is 

anticipated to enhance in the forecast period. 

In line with the sales volume of the cigarette packaging market in the PRC, the sales value also 

enjoyed a steady growth in the past, and this trend is expected to maintain in the forecast period. 

Chart 3.4 shows the sales value forecasts in the PRC cigarette packaging market from 2004 to 

2016. 
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Chart 3.4 

Cigarette Packaging Market: Sales Value Forecasts (PRC), 2004-2016E 

 

Source: Frost & Sullivan 

Driven by the continuous growth of production volume of cigarette packages, as well as the average 

production cost in the PRC, the sales value of the PRC cigarette packaging market experienced a 

steady growth in the past few years, up from RMB24.3 billion in 2004 to RMB39.5 billion in 2011, 

with a CAGR of 7.2% during the same period. The growth of sales value of the cigarette packaging 

market in the PRC started accelerating in 2009. Driven by the strong expansion of the middle- and 

high-end cigarette market, the demand for high-qualified cigarette packages started to surge in 

2009. 

Due to the further upgrading of product structure in the PRC cigarette packaging market, the sales 

value of the cigarette packages is likely achieve a higher growth than in the past. According to Frost 

& Sullivan, the sales value of cigarette packages is likely to reach RMB59.8 billion in 2016 at a 

CAGR of 8.7% from 2011 to 2016. To be noticed, in technical view, increasing production volume of 

middle- and high-end cigarette packages is likely to help the manufacturers to lower the production 

cost. 
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3.6 COMPETITIVE LANDSCAPE ANALYSIS 

3.6.1 Introduction 

Around 170 cigarette packaging manufacturers were present in the PRC by the end of 2011, and 

they have been located countrywide to serve the CNTC in different provinces. Major market 

participants with annual capacity of 2.0 million or more cases in the PRC are located in developed 

provinces and Tier 1 cities, such as Guangdong, Shanghai, and Shenzhen. These leading market 

participants normally own plants throughout the country. 

In the PRC, cigarette package is the embodiment of quality to a cigarette brand. Any flaw in the 

cigarette packages may cause serious damages to the reputation of a particular brand of cigarettes. 

Therefore, cigarette manufacturers in the PRC are likely to keep using the same manufacturing 

technology for the supply of cigarette packages for a particular brand of cigarettes to avoid any 

quality problems resulting from the change of the technology and printing equipment. 

Due to the development of manufacturing technologies, leading market participants in the PRC 

cigarette packaging market are replacing old production capacity by new manufacturing equipment 

to fulfil the increasing standards from middle- and high-end cigarette brands. Merge and acquisition 

activities are taking place more frequently by leading cigarette packaging manufacturers to 

strengthen the geographic coverage or diversify the products portfolio. It raises the consolidation of 

the cigarette packaging market in the PRC. Besides, leading market participants place stronger 

emphasis on R&D, product design, as well as corporate management, to further enhance their 

competitive advantage in this market. 

Figure 3-6 provides the competitive structure for the PRC cigarette packaging market in 2011. 
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Figure 3-6 

Cigarette Packaging Market: Competitive Structure (PRC), 2011 

Number of Participants 
in the Market 

Approximately 170 

Types of Participants Mainly private market participants 

End-user Group CNTC 

Source: Frost & Sullivan 

There are five leading market participants, each with an annual production capacity of 2.0 million 

cases or more in the PRC. 

Figure 3-7 provides the major manufacturers in the PRC cigarette packaging market in 2011. 

Figure 3-7 

Cigarette Packaging Market: Major Manufacturers (PRC), 2011 

Company Name 
Production Capacity

(Million Cases) 
Production Volume 

(Million Cases) 
Sales Value 

(RMB Billion) 

Jinjia 5.2 3.2 2.0 

BCH 5.0 3.3 2.6 

AMVIG 4.4 3.7 2.8 

Dongfeng 2.5 2.0 1.4 

STPPC 2.3 1.5 2.1 

Others 57.1 40.3 28.5 

Total 76.6 54.0 39.5 
Note: All the figures of Brilliant Circle Holdings International Limited are provided by the company itself; 

Figures of Brilliant Circle Holdings International Limited include its associated enterprise, Jinpeng; 

A company’s production volume / production capacity / sales value is calculated by adding the production volume / 

production capacity / sales value of each plant; 

Source: Frost & Sullivan 

Chart 3.5 shows the percent of production volume by major market participants in the PRC cigarette 

packaging market in 2011. 
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Chart 3.5 

Cigarette Packaging Market: Percent of Production Volume by Major Market Participants (PRC), 

2011 

 

Note: Above figure of Brilliant Circle Holdings International Limited is provided by the company itself; 

Above figure of Brilliant Circle Holdings International Limited includes its associated enterprise, Jinpeng; 

A company’s production volume is calculated by adding the production volume of each plant; 

Source: Frost & Sullivan 

In 2011, AMVIG was the largest cigarette packaging manufacturer in terms of production volume, 

with a share of 6.8% of the total cigarette package production volume in the PRC. BCH and Jinjia 

were ranked second and third, with market share of 6.1% and 5.9%, respectively, in the same year. 

Chart 3.6 shows the percent of production capacity by major market participants in the PRC 

cigarette packaging market in 2011. 

AMVIG
6.8% BCH

6.1% Jinjia
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2.8%Others
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Chart 3.6 

Cigarette Packaging Market: Percent of Production Capacity by Major Market Participants (PRC), 

2011 

 

Note: Above figure of Brilliant Circle Holdings International Limited is provided by the company itself; 

Above figure of Brilliant Circle Holdings International Limited includes its associated enterprise, Jinpeng; 

A company’s production capacity is calculated by adding the production capacity of each plant; 

Source: Frost & Sullivan 

Jinjia ranked first in terms of production capacity in the PRC cigarette packaging in 2011. Its 

production capacity in 2011 was 5.2 million cases, representing 6.8% of the production capacity of 

the PRC cigarette packaging market. BHC was ranked second, with a production capacity of 5.0 

million cases and representing 6.5% of the production capacity of the PRC cigarette packaging 

market. 

Chart 3.7 shows the percent of sales value by major market participants in the PRC cigarette 

packaging market in 2011. 
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Chart 3.7 

Cigarette Packaging Market: Percent of Sales Value by Major Market Participants (PRC), 2011 

 

Note: Above figure of Brilliant Circle Holdings International Limited is provided by the company itself; 

Above figure of Brilliant Circle Holdings International Limited includes its associated enterprise, Jinpeng; 

A company’s sales value is calculated by adding the sales value of each plant; 

Source: Frost & Sullivan 

AMVIG ranked first in terms of sales value in the PRC cigarette packaging in 2011. Its sales value in 

2011 was RMB2.8 billion, representing 7.0% of the sales value of the PRC cigarette packaging 

market. BHC was ranked second, with a sales value of RMB2.6 billion and representing 6.6% of the 

sales value of the PRC cigarette packaging market. 

3.6.2 Profiles of Key Market Participants 

Jinjia 

Shenzhen Jinjia Group Co., Ltd. was established in 1996 in Shenzhen and is listed on PRC A-share 

main board in December 2007. Jinjia owns six plants in the PRC, which are located in Shenzhen, 

Anhui, Yunnan, Guizhou, Zhejiang, and Jiangsu. In the past few years, Jinjia has focused on 

upgrading its manufacturing technologies and equipment to enhance the company’s overall 

competitive advantages in the PRC cigarette packaging market. By the end of 2011, Jinjia acquired 

two cigarette packaging manufacturing plants to further expand their production capacity and 

diversify the products portfolio. 

AMVIG
7.0% BCH

6.6% STPPC
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The company’s major clients include both domestic and foreign cigarette brands, such as Arte, 

Honghedao (红河道), Pride (娇子), Huangshan (黄山), Haorizi (好日子), Taishan (泰山). 

BCH 

Brilliant Circle Holdings International Limited was established in 1990 in Hong Kong. In 2011, BCH 

has established four cigarette packaging plants in Shenzhen, Hunan, Hubei, and Anhui, with a wide 

network in the PRC. In-depth cooperation with leading cigarette manufacturers is one of BCH’s key 

business strategies. Three of the four cigarette packaging plants have been set up as a joint venture 

model with local CNTC subsidies in three different provinces. BCH also takes lead in the innovation 

of design and manufacturing technologies. The company obtained many patents for the new 

manufacturing technologies in the last decade. 

In 2011, the company had an annual production capacity of 5.0 million cases of cigarette packages. 

BCH has established long-run relationship with cigarette manufacturers all over the country. The 

company has been the key cigarette package supplier for Baisha (白沙), Furongwang (芙蓉王, 

Hongtashan (红塔山), Double Happiness (双喜), Pride (娇子), Huangguoshu (黄果树), Huangshan 

(黄山), and others. In addition, BCH has also provided cigarette packages design service, and its 

design capability has been recognized by Chunghwa (中华) and some other famous cigarette 

brands in the PRC. 

AMVIG 

AMVIG Holdings Limited (AMVIG) was established in 1998 and was listed on the Main Board of the 

Hong Kong Stock Exchange in March 2004. By the end of 2011, AMVIG had six cigarette packaging 

plants in the PRC, which attains a broad geographical coverage in Beijing, Guangzhou, Zhejiang, 

Jiangsu, Yunnan, and Shandong, with about 2,400 staffs. Besides, AMVIG and its subsidiaries are 

engaged in the manufacturing of cigarette packaging paper and laser film, which are the major raw 

materials for cigarette packaging. 
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With their extensive network, AMVIG is able to effectively satisfy the needs of its clients throughout 

the PRC. The majority of AMVIG's clients are leading state-owned cigarette manufacturers in the 

PRC. AMVIG produces cigarette packages for Suyan (苏烟), Dahongying (大红鹰), Hongxiongshi 

(红雄狮), Liqun (利群), Haohe (红河), Nanjing (南京), Yipinmei (一品梅), Dafengshou (大丰收). 

AMVIG has implemented strict safety and environmental protection measures and has been 

focusing on promoting strong corporate governance practices to achieve the highest standards of 

transparency. 

Dongfeng 

Shantou Dongfeng Printing Co., Ltd. was established in Shantou in 1974, with more than 30-year 

history. The company has four cigarette packaging plants located in Guangdong, Guizhou, 

Heilongjiang, and Guangxi, with production capacity of 2.5 million cases in 2011. Dongfeng has 

been emphasizing on fostering a consciousness of environmental protection and energy 

conservation and is always committed to green environmental concepts of emission reduction. In the 

beginning of 2012, Dongfeng went public on PRC A-share main board. 

Dongfeng keeps introducing advanced manufacturing equipment and employs effective 

management to not only improve its production volume and product quality but also further reduce 

the pollution and the waste of resources. The key clients for Dongfeng are Tangsheng (唐盛), 

Lanzhou (兰州), Yunyan (云烟), Diamond (钻石), Huangguoshu (黄果树, Changbaishan (长白山), 

Haorizi (好日子), Zunyi (遵义). 

STPPC 

Shanghai Tobacco Package Printing Co., Ltd. appeared as the first cigarette packaging 

manufacturer in the PRC in 1928. The company is a subsidiary solely owned by Shanghai Cigarette, 

which is the only state-owned enterprise among the top-five market participants in the cigarette 

packaging market in the PRC. STPPC owned two plants in 2011, and both of them are located in 
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Shanghai. In 2011, STPPC had expanded their production capacity to fulfill the demand from the 

clients. 

The major clients of STPPC are cigarette brands under Shanghai Cigarette, such as Chunghwa (中

华), Red Double Happiness (红双喜), Shanghai (上海), Panda (熊猫). Both Panda and Chunghwa 

are leading cigarette brands in the PRC. 

3.7 RAW MATERIAL ANALYSIS 

3.7.1 Introduction 

The raw materials used in this industry are cigarette packaging paper (卷烟包装用纸), and printing 

ink (印刷油墨). Cigarette packaging paper accounted for near 60.0 percent of the total packaging 

cost. Carton board (白卡纸) and coated fine paper (铜版纸) are the most commonly used types of 

cigarette packaging paper. Carton board is widely used in the packages of middle- and high-end 

cigarette brands, as it has high performance in printing, hot boil stamping and other post-press 

processes. Compared with laminated paper (复合纸), carton board is regarded as environment-

friendly paper. Coated fine paper is normally used in the production of low-end cigarette packages. 

Restricted by the regression of the low-end cigarette market, the demand of coated fine paper is 

likely to decrease. 

Printing ink accounted for around 10.0% of total cigarette packaging cost. Forgery-proof ink and 

pigment have been applied by some of the leading manufacturers. The forgery-proof ink has been 

widely used in money printing and is still at a formative stage in the cigarette packaging market in 

the PRC. With the increase in focusing on the development of anti-counterfeit technologies, forgery-

proof ink is likely to be widely used in the future. 
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3.7.2 Price Trend Analysis 

Cigarette Packaging Paper 

Carton board and coated fine paper are the two most commonly used types of cigarette packaging 

paper. 

Chart 3.8 shows the price trends of the domestic and imported carton board in the PRC cigarette 

packaging market from 2004 to 2011. 

Chart 3.8 

Cigarette Packaging Market: Price Trends of the Domestic and Imported Carton Board (PRC), 2004-

2011 

 

Source: Frost & Sullivan 

The price of imported carton board increased with a stable annual growth rate, from RMB8,410.7 

per MT in 2004 to RMB9,553.3 per MT in 2011 at a CAGR of 1.8% during the same period. In 2005 

and 2006, the imported carton board market recorded a negative annual growth rate of 1.5% and 

2.5%, respectively. Since 2006, the imported carton board market stepped into a stable growth 

period. The annual growth rate reached 7.0% in 2010 from 1.0% in 2007. In 2011, the annual growth 

rate of imported carton board started to fall again with a negative growth rate of 1.2%. 
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Compared with the stable growth of imported carton board market, domestic carton board market 

fluctuated from 2004 to 2011. In 2009, the market experienced a double-digit negative growth rate of 

11.9%. However, the market recovered in the next year, with a dramatic growth rate of 16.1%. In 

2011, the annual growth rate slowed down again at 1.4%. Due to the increasing demand and 

inflation, the price of domestic carton board is anticipated to grow at a CAGR between 2.0% and 

5.0% in the following five years. Domestic carton board witnesses a stronger competitive advantage 

than imported carton board in terms of price. With the improvements on quality, the domestic carton 

board is likely to have a larger market share than imported carton board in the future. 

Chart 3.9 shows the price trends of the domestic coated fine paper in the PRC cigarette packaging 

market from 2004 to 2011. 

Chart 3.9 

Cigarette Packaging Market: Price Trends of the Domestic Coated Fine Paper (PRC), 2004-2011 

 

Source: Frost & Sullivan 
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experienced a strong growth of 20.0% in 2010 and fall again with a negative annual growth rate of 

7.2% in 2011, with price of RMB6,848.3. The price trend of coated fine paper is likely to increase 

slightly at a CAGR between 0 and 5.0% during the next five years, mainly due to rising consumption 

and inflation. 

Printing Ink 

Crude oil is the major raw material of the printing ink, and the price of printing ink is highly correlated 

to the price of crude oil. Since 1998, global crude oil prices have been increasing dramatically, until 

affected by the financial crisis. 

Chart 3.10 shows the price trends of the global crude oil market from 1988 to 2010. 

Chart 3.10 

Cigarette Packaging Market: Price Trends of the Global Crude Oil (Global), 1988-2011 

 

Note: Annual prices during 1988 and 2010 are calculated from daily data by taking an unweighted average of the daily 

closing spot prices FOB for a given product over the specified time period; 

Source: Energy Information Administration 
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the week ended 16 January 2009. As a result, the Organization of Petroleum Exporting Countries 

(OPEC) has adopted more effective measures to stabilize oil prices by controlling crude oil 

production. From June 2009 to December 2009, the oil price has remained around $70 to $80 per 

barrel. By the end of 2011, the price reached $100 again. Due to the rising cost of crude oil 

production and the favorable economic expectations in the long run, oil prices are not expected to 

fall. As a result of the aforementioned factors, crude oil price is likely to keep increasing between 

2012 and 2016. According to the International Energy Agency, the growth of crude oil price is likely 

to slow down in the future. 

Driven by the increase of crude oil price, the price of printing ink is likely to maintain a stable 

increase in the future. However, on one hand, according to the industrial expert interviews, the 

cigarette packaging manufacturers in the PRC have relatively strong bargaining power among the 

value chain of this industry. On the other hand, due to the improvement of manufacturing 

technologies, cheaper ink is likely to be adopted during the manufacturing process. Hence, the 

increase of printing oil price has weak impact to the manufacturers. 

3.8 INDUSTRY ENTRY BARRIERS 

Relationship with Clients 

Good client relationship is very important for the cigarette packaging industry in the PRC. The 

cigarette manufacturers in the PRC are more willing to provide large and stable orders to the 

cigarette packaging manufacturers that have already built a long-run relationship with them. That is 

mainly because that those cigarette packaging manufacturers are more familiar with unique 

customer requirements and have gained reliability from the clients through the long-term 

corporation. 

Manufacturing Technology and R&D Level 
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The cigarette packaging market has high technology barriers. The key trends of the manufacturing 

technology in this industry are anti-counterfeit technology and environmental protection technology. 

Compared with traditional printing technologies, these two technologies have much higher 

requirements in the areas, such as emission detecting system, research and development for anti-

counterfeit raw materials and environment-friendly raw materials, waste reduction and recycling 

system, and so on. These technologies set up a high entry barrier for new entrants in this industry. 

Large-scale Manufacturing Plants 

On one hand, The PRC cigarette market was relatively more concentrated in 2011 compared to that 

in the last decade, as the number of cigarette brands fell from 1,181 brands in 2000 to a mere 91 

brands in 2011. On the other hand, cigarette package is the embodiment of quality to a cigarette 

brand in the PRC. Any flaw in the cigarette packages may cause serious damages to the reputation 

of a particular brand of cigarettes. Therefore, cigarette manufacturers in the PRC prefer to cooperate 

with cigarette packaging manufacturers with large-scale manufacturing plants, thus, to secure the 

same quality level of packages for a particular cigarette brand. 

Large Amount of Investment 

The cigarette packaging market is generally a capital-intensive industry, which requires large 

amount of investment in both plant and equipment. With the increasing requirements and standards 

of the cigarette packages from the cigarette manufacturers, cigarette packaging manufacturers are 

required to have advanced internal quality control system. As environmental protection and energy 

conservation has become a key concern in the PRC, emission detecting system, energy saving 

system, and others are likely to be necessary in the future. 
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4 APPENDIX 

4.1 TERMS AND ABBREVIATIONS 

AMVIG - AMVIG Holdings Limited 

BCH - Brilliant Circle Holdings International Limited 

CAGR - Compound annual growth rate 

Case - In the PRC cigarette market, the production volume and sales volume is usually measured in 

‘case’ (大箱). One case of cigarette equals to 250 boxes (条) of cigarette or 2,500 packs (盒) or 

50,000 cigarettes 

CNTC - China National Tobacco Corporation 

Dongfeng - Shantou Dongfeng Printing Co., Ltd. 

FCTC - Framework Convention on Tobacco Control 

Jinjia - Shenzhen Jinjia Group Co., Ltd. 

MT - metric tonnes 

PRC - People's Republic of China 

R&D - research and development 

STMA - State Tobacco Monopoly Administration 

STPPC - Shanghai Tobacco Package Printing Co., Ltd. 

VOC - Volatile Organic Compounds 

WHO - World Health Organization 

WTI - West Texas Intermedium 
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4.2 LIMITATIONS IN SOURCE OF INFORMATION 

Interviews with end-users, venders and distributors are conducted to collect information for this 

report, based on a best-efforts basis. 

Frost & Sullivan will not be responsible for any information gaps where Interviewees have refused to 

divulge confidential data or figures. 

In instances where information is not available, figures based on similar indicators combined with 

Frost & Sullivan in-house analysis will be deployed to arrive at an estimate. 

Frost & Sullivan will state the information sources at the bottom right-hand corner of each slide for 

easy reference. 

4.3 NOTE TO NUMERIC CALCULATIONS 

Value and percentage figures in this report are all rounded. Figures may not add up to the 

respective totals owing to rounding. 

The base year is 2011. The historic period is from 2004 to 2010. The forecast period is from 2012 to 

2016. 

4.4 MARKET ENGINEERING METHODOLOGIES 

Frost & Sullivan is an independent global consulting firm, which was founded in 1961 in New York. It 

offers industry research and market strategies and provides growth consulting and corporate training. 

Its industry coverage in China includes automotive and transportation, chemicals, materials and food, 

commercial aviation, consumer products, energy and power systems, environment and building 

technologies, healthcare, industrial automation and electronics, industrial and machinery, and 

technology, media and telecom. 
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The Frost & Sullivan’s report includes information on the PRC cigarette market and the PRC 

cigarette packaging market. 

The market research process for this study has been undertaken through detailed primary research 

which involves discussing the status of the industry with leading industry participants and industry 

experts. Secondary research involved reviewing company reports, independent research reports 

and data based on Frost & Sullivan’s own research database. 

Projected data in the PRC were obtained from historical data analysis plotted against 

macroeconomic data as well as specific related industry drivers such as stable expansion of the 

PRC cigarette market, impact of cigarette consumption upgrade, trend of industry consolidation, 

stronger R&D capability, and increasing environmental consciousness. 

Frost & Sullivan’s report was compiled based on the below assumptions: 

 China’s economy is likely to maintain steady growth in the next decade; 

 China’s social, economic, and political environment is likely to remain stable in the forecast 

period, which ensures the stable development of the Chinese cigarette and cigarette 

packaging markets; 

 Market drivers such as economic and disposable income growth, rising population and 

urbanization process, increasing social activities, industry consolidation supported by the 

PRC Government, and reducing tar content of cigarettes; 

 Market drivers such as stable expansion of the PRC cigarette market, impact of cigarette 

consumption upgrade, trend of industry consolidation, stronger R&D capability, and 

increasing environmental consciousness are likely to stimulate the PRC cigarette packaging 

market further in the forecast period. 


