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AbsTrACT
background Licensing of tobacco retailers has been 
proposed as a mechanism to encourage retailers 
to stop selling tobacco. However, previous studies 
of tobacco licensing and/or of retailers who have 
stopped selling have been restricted to one legislative 
environment. This study examines patterns of tobacco 
retailing across three legislative environments with 
three different licensing schemes (an annual fee- based 
licence, a zero- cost, one- off notification scheme and 
no notification/licensing scheme).
Method A telephone survey was conducted of 2928 
potential tobacco retailers who could personally 
choose whether or not to sell tobacco (rather than the 
decision being made at a head office).
results Unexpectedly, the annual licence fee to sell 
tobacco was not significantly associated with a lower 
rate of selling tobacco or a higher rate of stopping. 
After allowing for other factors, probability of selling, 
stopping selling and reported importance of tobacco 
sales varied across outlet types (p<0.001 for all 
three outcomes), and according to the remoteness of 
the retailer (p<0.001, p trend=0.041 and p=0.025 
respectively).
Conclusion A fee of $A286 was not associated with 
a lower rate of selling, or a higher rate of stopping. The 
effect of licensing on retailer numbers will presumably 
be greater for higher licence fees, but will also depend 
on the perceived importance of tobacco sales to the 
retailer. In turn, importance of tobacco sales appears 
to depend on market factors, including proximity to 
major urban centres and low- cost competitors. A 
higher licence fee is likely to have a larger effect on 
discouraging retailers from selling.

InTrOduCTIOn
Permitting ‘widespread sales of the single most 
deadly consumer product in history’ has recently 
been summed up as ‘a public health failure that 
must be addressed’.1 Although the quote is recent, 
the ongoing health problems caused by tobacco 
have resulted in discussion of a tobacco ‘endgame’ 
since 2010.2 3 There is no consensus, however, 
on whether new policies are needed to achieve 
variously defined endgame goals.1 4 However, 
many authors have suggested that licensing of 
tobacco retailers and/or zoning restrictions for 
tobacco sales provide a variety of mechanisms for 
reducing tobacco consumption, and thus moving 
towards an endgame for tobacco.5–7 A licence to 
sell tobacco with an annual fee appears to result 
in some retailers stopping selling,8 particularly 
if there is a sharp increase in the annual fee.9 

A licensing system also enables density- based 
and/or proximity- based caps on new tobacco 
retailing licences, preventing new licences being 
issued based on proximity to other retailers or 
near schools, and thus (presumably) leading 
to a reduction in the number of retailers when 
existing stores decide to give up their permit.10 
Licensing also provides a mechanism for enforce-
ment of tobacco control regulation,7 something 
that is particularly important since retailers who 
do not comply with licensing regulations are 
more likely to violate regulations on tobacco 
display and sales.11

A licence fee can be one- off, as in Ireland, 
or renewable,7 and if set high enough, would 
encourage some retailers to abandon tobacco 
sales.6 An annual fee has the advantage that it is 
likely to trigger a re- evaluation of the decision to 
sell tobacco each year when the licence fee is due, 
potentially overcoming what appears to be retailer 
inertia encouraging continued sales, even if the 
profit from tobacco sales is perceived to be low.12 
For example, one study of alcohol- licensed outlets 
in New South Wales (NSW) Australia (where there 
is no tobacco licence fee) found that more outlets 
rated tobacco sales as ‘unimportant’ (a rating of 
1–3 on a 7 point scale) than ‘important’ (a rating 
of 5–7), but most continue to sell.13

A licensing system for tobacco retailers there-
fore has many potential advantages, but to date, 
analyses of outlets that have stopped selling in 
the presence of a licensing system have been 
limited by being restricted to one legislative 
environment.9 10 12 Such studies, while making 
important contributions to the small body of 
research examining why retailers stop selling, do 
not permit generalisations to other geographical 
areas and/or legislative environments. An excep-
tion is a recent companion piece to this article, 
which focuses on qualitative results from the 
same data collection exercise as this study—a 
comparison of tobacco retailers across three 
different licensing schemes.8 This study extends 
previous research by providing what we believe 
is the first large- scale comparison of tobacco 
retailing in the different tobacco retailer licensing 
schemes of three separate legislative environ-
ments (states) of Australia, while statistically 
adjusting for a number of potential confounders. 
It is hoped that the research will provide insight 
for policy- makers and tobacco control advocates 
into how tobacco retailers are likely to respond 
to different licensing systems.
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MeThOd
sample
The study reports on a telephone survey of tobacco retailers 
conducted in August 2018 across three Australian states with 
different tobacco licensing schemes; NSW, the most populous 
state in Australia, which requires retailers to register before they 
can sell tobacco, but does not charge an annual fee14; Victoria, 
the second most populous state, which has no registration or 
licensing system, and Western Australia (WA), which has had an 
annual fee- based licensing system since 2007 (currently $A286, 
after six small increases since its inception).15 In all three states, 
retailers can lose the right to sell tobacco if they breach tobacco 
retailing legislation, though in practice, such a penalty appears to 
be very rare.16 As well as reflecting differences in licensing, the 
study was designed to reflect different types of tobacco retailers 
and different geographical and socioeconomic areas, with two 
important exceptions: first, outlets where the decision to sell 
is likely to be made at a head office level (ie, large supermar-
kets, chained 7- Eleven type stores and petrol (gas) stations, and 
any stores located within those petrol stations) were excluded. 
Second, alcohol licensed outlets were excluded in NSW, since 
they had previously been surveyed in a comparable study.13

Participants and methodology
The details of the study have been published elsewhere8 but 
key points are reproduced here for clarity. Potential partici-
pants were identified from lists of businesses obtained from 
data registry companies—illion (sic) for WA and Victoria, and 
Remington for NSW. Those lists included many businesses that 
would not typically sell tobacco (eg, wholesalers, importers and 
service businesses), so those types of businesses were excluded. 
Retailers remaining on the lists were called by a market research 
company, and a request made to speak with the manager or 
duty manager. Respondents were asked to describe their busi-
ness type, and interviews with excluded outlet types were 
terminated. The remaining participants were asked if they sold 
tobacco, and if not, if they had ever sold. Those still selling were 
asked additional questions, including the importance of tobacco 
sales to their business on a 7- point scale ranging from 1 (‘not 
at all important’) to 7 (‘very important’), the number of staff in 
the business and the distance to the nearest alternative cigarette 
retailer.

Since alcohol- licensed premises were excluded in NSW, and 
previous research has shown those outlets are most likely to stop 
selling,12 alcohol- licensed premises in other states were excluded 
from the analysis. (Including alcohol- licensed premises in the 
models would make comparisons of any unadjusted statistics 
(eg, means and proportions) across NSW and the other states 
difficult.) However, in order to test whether the exclusion of 
alcohol- licensed premises selectively biased the results, addi-
tional analyses were run including alcohol- licensed outlets in 
WA and Victoria. As expected, the proportion of outlets that had 
stopped selling was then higher (because alcohol- licensed outlets 
were more likely to stop selling), but otherwise the results were 
not materially different. (Additional analysis included in online 
supplementary tables 1-3).

statistical methods
Logistic regression was used to examine associations between 
the dichotomous outcomes: (1) selling tobacco (vs not currently 
selling) and (2) stopping selling tobacco (vs not stopping) and 
the following outlet characteristics: retailer type (convenience 
store/general store, grocery stores, fruit and vegetable stores, 

newsagent/post office), accommodation), socioeconomic status 
(SES) of location (quintiles of socioeconomic advantage/disad-
vantage score),17 remoteness of location18 (five categories) and 
state (NSW, Victoria and WA), with OR as effect measure. Linear 
regression was used to examine associations between reported 
importance of selling tobacco scores (the seller’s response on a 
scale from 1 to 7 of increasing importance) and the same outlet 
characteristics listed above, with differences in mean score as 
effect measure. Two additional variables asked only of current 
retailers—distance to the nearest alternative tobacco seller and 
number of staff employed at the outlet—were also included in 
the importance score analysis. Ordinal versions for those vari-
ables (where respondents had chosen an answer from a range) 
were coded with the left- hand cut- points (the minimum value 
from the selected range of values) and with ‘don’t know/can’t 
say’ responses coded as missing values. For each categorical 
independent variable (ie, the outlet characteristics), global tests 
of the null hypothesis of equal effects across categories were 
performed (with p values represented by the term ‘p value’ in 
tables) and we report ORs and 95% CIs for individual catego-
ries using dummy coding. In addition, tests for linear trends 
were performed by inclusion of continuous/ordinal versions of 
independent variables where appropriate (with p values repre-
sented by the term ‘p trend’ in tables). ‘Don’t know’/’can’t say’ 
responses were excluded as missing values in regression models 
but were included in the overall numbers and calculations of 
proportions. When testing for linear trends, interval scaled vari-
ables (number of staff, distance to nearest retailer) were coded 
ordinally and for variables that were not interval scaled (SES of 
location, remoteness of location), consecutive integers were used 
for coding.17 In post hoc supplementary analyses suggested by a 
reviewer, we refitted the regression models used to produce the 
main results (tables 1–3) using clustered robust standard errors 
with the cluster variable being the postcode of outlet location.18

resulTs
response rate
After exclusion of the businesses described above that are not 
typical tobacco retailers, 7271 potential tobacco retailers 
remained on the calling list, of whom 2744 (37.8%) were not 
contactable. The remaining 4527 potential tobacco retailers 
were contacted and 3279 (72.4%) agreed to participate in 
the survey. Tobacco sell status could not be determined for 24 
retailers, which were therefore excluded. A further 327 were 
found to be a business type that is not a typical tobacco retailer 
(eg, wholesalers) and were also excluded. After also excluding 
alcohol- licensed outlets, the sample included 2140 retailers, 
including 646 current tobacco sellers (30.2% of outlets), 249 
former- sellers (11.6%) and 1245 never- sellers (58.2%). The 
sampling process is summarised in figure 1.

Analysis
Results for the logistic regression examining associations 
between outlet characteristics and (1) selling tobacco (vs not 
currently selling) are shown in table 1, and for (2) stopping 
selling tobacco (vs not stopping) in table 3, both with OR as 
effect measure. Results for the linear regression examining asso-
ciations between reported importance of selling tobacco scores 
and the same outlet characteristics, with the addition of the two 
additional variables asked only of current retailers—distance 
to the nearest alternative tobacco seller and number of staff 
employed at the outlet—are shown in table 3 (with differences 
in mean score as effect measure). Results using clustered robust 
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Table 1 Predictors of selling tobacco

Characteristic sellers n/n (%)

Or for current selling
(vs not current selling)

unadjusted Or Adjusted Orˆ

All retailers with known sell status 646/2140 (30.2)

Retailer type

  Convenience store/general store* 180/262 (68.7) ref. ref.

  Grocery stores, fruit and veg stores 259/453 (57.2) 0.61 (0.44 to 0.84) 0.73 (0.52 to 1.02)

  Newsagent/post office 191/450 (42.4) 0.34 (0.24 to 0.46) 0.35 (0.25 to 0.49)

  Accommodation 16/975 (1.6) 0.01 (0.00 to 0.01) 0.01 (0.00 to 0.01)

  P value <0.001 <0.001

Socioeconomic status (SES) of location

  1- Lowest SES 145/434 (33.4) ref. ref.

  2 163/585 (27.9) 0.77 (0.59 to 1.01) 0.80 (0.56 to 1.16)

  3 117/399 (29.3) 0.83 (0.62 to 1.11) 1.05 (0.70 to 1.58)

  4 95/330 (28.8) 0.81 (0.59 to 1.10) 1.19 (0.77 to 1.82)

  5- Highest SES 126/392 (32.1) 0.94 (0.71 to 1.26) 1.10 (0.73 to 1.66)

  P value 0.310 0.402

  P trend 0.903 0.290

Remoteness

  Major city 250/795 (31.4) ref. ref.

  Inner regional area 234/808 (29.0) 0.89 (0.72 to 1.10) 3.49 (2.52 to 4.85)

  Outer regional area 117/420 (27.9) 0.84 (0.65 to 1.09) 2.88 (1.93 to 4.29)

  Remote area 34/77 (44.2) 1.72 (1.07 to 2.77) 5.73 (2.67 to 12.30)

  Very remote 11/40 (27.5) 0.83 (0.41 to 1.68) 5.71 (1.60 to 20.44)

  P value 0.054 <0.001

  P trend 0.940 <0.001

State

  WA (Annual licence fee) 103/381 (27.0) ref. ref.

  VIC (no fee or listing requirement) 182/836 (21.8) 0.75 (0.57 to 0.99) 0.63 (0.42 to 0.94)

  NSW (one- off listing requirement) 361/923 (39.1) 1.73 (1.33 to 2.25) 0.86 (0.59 to 1.25)

  P value   <0.001 0.030

*Convenience store’ included outlets that self- described as a lunch bar, deli, milk car and corner shop.
NSW, New South Wales; VIC, Victoria; WA, Western Australia.

standard errors were practically the same as the original results 
obtained using ordinary standard errors (online supplementary 
tables 4-6).

What characterises outlets that sell tobacco, compared to 
those that do not?
Table 1 shows the results of a logistic regression model exam-
ining differences in currently selling tobacco by outlets in the 
three states depending on outlet type, the SES of its postcode 
and its remoteness. There were significant differences in the like-
lihood of current selling depending on outlet type (p<0.001), 
with newsagents/post offices and accommodation outlets signifi-
cantly less likely to sell than convenience stores (the reference 
category). The likelihood of selling tended to be higher in more 
remote geographical areas (both p value and p trend <0.001). 
There was no difference in the probability of selling tobacco 
depending on the SES of the outlet’s postcode (p=0.402). 
Outlets in Victoria were significantly less likely to sell than in 
WA (OR=0.63 95% CI (0.42 to 0.94)). On raw percentages, 
outlets in NSW were more likely to sell than those in WA (39.1% 
in NSW vs 27.0% in WA). However, after allowing for other 
factors in the model, the probability of selling by NSW retailers 
was not significantly different from those in WA (adjusted 
OR=0.86 95% CI (0.59 to 1.25)).

What characterises outlets that stop selling tobacco?
Across the three states, 27.8% of outlets had stopped selling (see 
table 2), some within the previous year, and others more than 
10 years previously. Convenience and grocery- type stores were 
less likely to stop selling than other outlets (p<0.001), and the 
likelihood of outlets stopping selling tended to decrease with 
increasing remoteness (p trend=0.041). NSW outlets were 
significantly less likely to stop selling than Victorian outlets 
(p=0.003 for test of equality of NSW and Victoria OR esti-
mates). NSW outlets were also less likely to stop than WA, but 
the difference was not significant (Adjusted OR=0.74 95% CI 
(0.44 to 1.27)).

Which outlet types rate tobacco sales as most important?
The perceived importance of tobacco sales was not able to 
be factored into the models predicting which outlets sell and 
which have stopped selling, because outlets not currently selling 
were not asked about the importance of tobacco sales. A sepa-
rate model was therefore run to examine potential associations 
between self- reported importance of tobacco sales scores (ranging 
from 1 to 7, with higher scores indicating higher importance) 
for current tobacco retailers (see table 3). Consistent with the 
results for the outlets most likely to sell, and least likely to stop 
selling, convenience and grocery type stores rated tobacco sales 
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Table 2 Predictors of stopping selling tobacco

Characteristic

Or for ex- selling (vs current selling)

ex- sellers/ (current and ex- sellers) n/n (%) unadjusted Or Adjusted Orˆ

All retailers with known sell status 249/895 (27.8)

Retailer type

Convenience store/general store 22/202 (10.9) ref. ref.

  Grocery stores, fruit and veg stores 26/285 (9.1) 0.82 (0.45 to 1.49) 0.73 (0.40 to 1.34)

  Newsagent/post office 159/350 (45.4) 6.81 (4.17 to 11.12) 6.35 (3.86 to 10.45)

  Accommodation 42/58 (72.4) 21.48 (10.39 to 44.40) 23.27 (10.95 to 49.42)

  P value <0.001 <0.001

Socioeconomic status (SES) of location

  1- Lowest SES 44/189 (23.3) ref. ref.

  2 70/233 (30.0) 1.42 (0.91 to 2.19) 1.38 (0.83 to 2.29)

  3 41/158 (25.9) 1.15 (0.71 to 1.89) 0.96 (0.55 to 1.70)

  4 38/133 (28.6) 1.32 (0.80 to 2.18) 0.87 (0.47 to 1.64)

  5- Highest SES 56/182 (30.8) 1.46 (0.92 to 2.32) 0.89 (0.49 to 1.62)

  P value 0.464 0.473

  P trend 0.215 0.365

Remoteness

  Major city 119/369 (32.2) ref. ref.

  Inner regional area 77/311 (24.8) 0.69 (0.49 to 0.97) 0.52 (0.33 to 0.83)

  Outer regional area 43/160 (26.9) 0.77 (0.51 to 1.17) 0.68 (0.39 to 1.18)

  Remote area 8/42 (19.0) 0.49 (0.22 to 1.10) 0.48 (0.18 to 1.27)

  Very remote 2/13 (15.4) 0.38 (0.08 to 1.75) 0.26 (0.03 to 1.96)

  P value 0.107 0.058

  P trend 0.019 0.041

State

  WA (annual licence fee) 37/140 (26.4) ref. ref.

  VIC (no fee or listing requirement) 96/278 (34.5) 1.47 (0.94 to 2.30) 1.31 (0.75 to 2.28)

  NSW (one- off listing requirement) 116/477 (24.3) 0.89 (0.58 to 1.38) 0.74 (0.44 to 1.27)

  P value   0.010 0.013

NSW, New South Wales; VIC, Victoria; WA, Western Australia.

as more important than newsagents/post offices (adjusted mean 
difference=−1.75 95% CI(−2.14 to to 1.36)) and accommoda-
tion outlets (adjusted mean difference=−2.25 95% CI(−3.16 to 
to 1.35)). Importance scores tended to be lower with increasing 
remoteness of the retailer (p trend=0.028). No other retailer 
characteristics were associated with importance scores. Notable, 
however, is that while the mean importance score for all outlets 
was 4.8 (95%CI (4.6 to 4.9), some outlet types (Newsagents/
post offices and accommodation outlets) rated tobacco sales 
below the midpoint of 4 on the 7- point importance scale.

dIsCussIOn
The results show clear differences between outlet types in the 
likelihood of selling, stopping selling and the reported impor-
tance of tobacco sales for the outlets. Compared with other 
outlet types, convenience and grocery type stores were more 
likely to sell tobacco, less likely to stop selling and rated tobacco 
sales as more important. Precise comparisons are difficult 
because of the different descriptions used for different types 
of retailers, but those results are consistent with the higher 
market share of convenience stores, which captured 11.7% 
of Australian tobacco sales in 2017, and small grocers, with a 
market share of 5.9%, compared with newsagents/tobacconist 
kiosks (with 0.9%), and ‘others’, with 1.2% of sales.19 Those 
numbers need to be interpreted in terms of the numbers of each 
types of outlets, with one NSW study finding that convenience/
grocery stores comprised 22.6% of tobacco retailers in the 

state, and newsagents only 9.8%.12 So the results show a logical 
pattern of tobacco retailing—outlets from a category of retailer 
with lower market share are likely to rate tobacco sales as less 
important, be less likely to sell, and more likely to stop selling if 
they sell. However, the probability of selling, of stopping selling 
and reported importance of tobacco sales were also associated 
with the remoteness of the outlet. That may be explained by 
fewer supermarkets and tobacconists—which dominate tobacco 
market share in Australia, probably because they tend to have 
lower prices20—being located in remote areas. That absence of 
key competitors would then mean that other tobacco retailers in 
those areas have less competition, make more sales, and so even 
though they rate tobacco sales as less important on average, they 
are less likely to stop selling.

In WA, where tobacco retailers need to pay an annual licence 
fee to sell tobacco, a lower proportion of retailers sold tobacco 
compared with NSW (with no licence fee), and WA retailers 
were more likely to stop selling than those in NSW (though 
neither difference was significant). However, analysis of the 
adjusted odds of selling suggests that the WA licence fee does 
not explain the difference: Victoria, with no licensing system, 
had the lowest proportion of tobacco retailers across the three 
states, and the highest proportion of ex- sellers. In NSW, after 
allowing for other factors, retailers were (like Victoria) actually 
less likely to sell than in WA (adjusted OR=0.86). Among those 
who had ever sold, NSW retailers were less likely to stop selling 
tobacco than retailers in WA (consistent with some effect due 
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Table 3 Mean importance and predictors of importance (on a scale from 1 (‘not at all important’) to 7 (‘very important’))

Characteristic n (%) Mean score (sd)

difference in mean importance scores
(95% CI)

unadjusted mean difference Adjusted mean difference*

All retailers with known sell status 646 (100.0) 4.79 (1.97)

Retailer type

  Convenience store/general store 180 (27.9) 5.23 (1.73) ref. ref.

  Grocery stores, fruit and veg stores 259 (40.1) 5.56 (1.55) 0.33 (0.00 to 0.66) 0.37 (0.00 to 0.74)

  Newsagent/post office 191 (29.6) 3.48 (1.94) −1.75 (-2.11 to -1.40) −1.75 (-2.14 to -1.36)

  Accommodation 16 (2.5) 2.88 (1.86) −2.36 (-3.25 to -1.47) −2.25 (-3.16 to -1.34)

  P value <0.001 <0.001

Socioeconomic status (SES) of location

  1- Lowest SES 145 (22.4) 4.97 (1.92) ref. ref.

  2 163 (25.2) 4.89 (2.05) −0.08 (-0.52 to 0.36) −0.07 (-0.47 to 0.32)

  3 117 (18.1) 4.61 (1.99) −0.37 (-0.85 to 0.12) −0.35 (-0.79 to 0.08)

  4 95 (14.7) 4.82 (1.94) −0.15 (-0.66 to 0.36) −0.27 (-0.76 to 0.22)

  5- Highest SES 126 (19.5) 4.59 (1.92) −0.39 (-0.86 to 0.09) −0.41 (-0.90 to 0.09)

  P value 0.393 0.378

  P trend 0.095 0.069

Remoteness

  Major city 250 (38.7) 4.85 (1.95) ref. ref.

  Inner regional area 234 (36.2) 4.63 (2.03) −0.22 (-0.57 to 0.13) −0.38 (-0.77 to 0.00)

  Outer regional area 117 (18.1) 5.04 (1.89) 0.19 (-0.24 to 0.63) −0.18 (-0.64 to 0.28)

  Remote area 34 (5.3) 4.38 (1.95) −0.47 (-1.17 to 0.24) −1.06 (-1.75 to -0.37)

  Very remote 11 (1.7) 5.36 (1.91) 0.52 (-0.67 to 1.71) −0.50 (-1.61 to 0.61)

  P value 0.174 0.025

  P trend 0.896 0.029

No of staff

  1 113 (17.5) 4.60 (2.01) ref. ref.

  2 206 (31.9) 4.69 (1.99) 0.09 (-0.36 to 0.54) 0.19 (-0.22 to 0.60)

  3–4 220 (34.1) 4.71 (1.98) 0.11 (-0.33 to 0.56) −0.19 (-0.62 to 0.24)

  5+ 106 (16.4) 5.31 (1.79) 0.71 (0.19 to 1.23) 0.02 (-0.50 to 0.54)

  Don’t know/can’t say 1 (0.2) 7.00 (0.00) n/a n/a

  P value 0.013 0.188

  P trend 0.013 0.651

Distance to nearest tobacco retailer

  Less than 100 m 235 (36.4) 4.39 (2.06) ref. ref.

  100–199 m 73 (11.3) 4.88 (1.96) 0.49 (-0.02 to 1.00) 0.48 (0.02 to 0.94)

  200–499 m 80 (12.4) 4.75 (1.96) 0.36 (-0.13 to 0.86) 0.27 (-0.18 to 0.71)

  500–999 m 65 (10.1) 4.92 (1.91) 0.54 (0.00 to 1.07) 0.06 (-0.43 to 0.55)

  1000 m (1 km) or more 190 (29.4) 5.18 (1.79) 0.80 (0.42 to 1.17) 0.24 (-0.14 to 0.61)

  Don’t know/can’t say 3 (0.5) 7.00 (0.00) n/a n/a

  P value 0.001 0.262

  P trend <0.001 0.517

State

  WA (annual licence fee) 103 (15.9) 5.10 (1.71) ref. ref.

  VIC (no fee or listing requirement) 182 (28.2) 4.75 (2.01) −0.35 (-0.83 to 0.13) −0.38 (-0.84 to 0.09)

  NSW (one- off listing requirement) 361 (55.9) 4.72 (2.01) −0.38 (-0.81 to 0.05) −0.28 (-0.71 to 0.15)

  P value     0.150 0.280

n/a, not applicable; NSW, New South Wales; VIC, Victoria; WA, Western Australia.

to a licence fee), but the difference was not significant. There is 
certainly other evidence that an annual licence fee encourages 
some retailers to stop selling,8 9 so these unexpected results may 
be due to different levels of population density across the states: 
at 2 529 875 km2, WA is more than 11 times the land area size 
of Victoria (at 227 416 km2),21 despite having only 39.8% of its 
population (2.62 million in WA vs 6.57 in Victoria).22 Consis-
tent with that lower average population density, Victoria has 

no retailers in areas classified as very remote, and only seven 
retailers in areas classified as remote. NSW falls between the 
other two states in size (at 3.52 times Victoria’s land area size,21 
and the largest population, with 1.2 times Victoria’s population 
size).22 Although the analysis allowed for remoteness of the loca-
tion of the retailer, it is likely that the remoteness measure did 
not adequately capture those geographical differences across the 
states. For example, with Victoria having only seven retailers 
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Figure 1 Flow diagram showing outlet sampling process. NSW, New 
South Wale; WA, Western Australia.

What this paper adds

 ► There is increasing interest in the use of tobacco retailer 
licensing as a strategy to move towards a tobacco ‘endgame’, 
whether defined as no legal tobacco sales or smoking 
prevalence close to zero.

 ► However, there is only very limited evidence examining the 
importance of tobacco sales to retailers, why some stop 
selling, and how licensing could contribute to lower tobacco 
sales.

 ► In what we believe is the first large- scale study of tobacco 
retailing under very different licensing schemes, we show 
that an annual licence fee to sell tobacco of less than $A300 
may result in some retailers deciding to stop selling tobacco, 
but a licence fee at that level appears to be less important 
than other factors (eg, outlet type, perceived importance of 
tobacco sales and proximity to competitors) in the decision 
to sell.

in very remote areas and none in remote areas, and the second 
highest population spread across the smallest area of the three 
states, the state is likely to have a much higher percentage of 
the population living closer to an urban centre. Urban centres 
will almost certainly contain a supermarket and/or tobacconist 
which, on average, both sell tobacco at lower prices that other 
outlets.20 Proximity to lower- priced competitors will result in 
other retailers making less money from tobacco sales, so a higher 
percentage of those other outlets are likely to stop selling. In 
contrast in NSW, despite having a smaller land area than WA, 
like WA, there are remote and very remote regions where there 
are less likely to be supermarkets, and so in the absence of an 
annual licence fee, retailers are more likely to persist in selling 
tobacco even, in the face of low sales. So the results are consistent 
with a competitive disadvantage for small retailers in less remote 
areas where they are more likely to be exposed to lower- cost 
competitors, and thus more likely to stop selling. Conversely, in 
more remote areas, small retailers are less likely to face low- cost 
competition, and thus less likely to stop selling. That explanation 
is supported by market share figures which show an increase in 
the tobacco market share of supermarkets and tobacconists, and 
a decrease in all other store- based retailers.19 So when they can, 
Australian smokers appear to be increasingly buying from lower 
cost retailers, possibly driven by steep annual tax increases in the 
price of tobacco driving smokers to the (average) lower- priced 
outlets of supermarkets and tobacconists.23 That behaviour 
would then contribute to the higher exit from the market of 

small retailers in Victoria due to their greater exposure to those 
lower- cost retailers.

It is possible that the WA annual fee encourages some retailers 
to stop selling, consistent with the (non- significant) higher rate 
of stopping selling relative to NSW and with what they report 
themselves.8 However, with a licence fee of only $A286, and 
likely low competition in remote and very remote areas, many 
continue to sell. So at that level of licence fee, factors such as 
population density and the resultant differences in lower- priced 
competitors appear to be more important in whether retailers 
continue to sell.

COnClusIOn
Rational businesses are likely to make supply and stocking deci-
sions based on projected customer demand, so as the smoking 
rate continues to fall, more retailers are likely to stop selling 
tobacco if the profit becomes insufficient to justify sales. Some 
may stop selling due to concerns about the health problems 
associated with tobacco,24 25 although one systematic analysis of 
retailers who had stopped selling in NSW suggests that only a 
tiny percentage of retailers stop selling due to health concerns; 
in that study, only one retailer—who had just bought the busi-
ness—decided to stop selling tobacco due to health concerns.12 
Instead, many retailers appear to continue to sell, even if profits 
are low, due to what appears to be inertia, unless there is some 
change to the environment that triggers a re- evaluation of the 
advantages and disadvantages of selling.12 An annual fee- based 
licensing scheme can provide such a trigger. However, any deter-
rent to sell from an annual licence fee will also be tempered, or 
conversely increased, by the size of the fee and by geographical 
and market factors, such as actual and perceived competition and 
profitability. So the study suggests that the effect of licence fees 
on the number of tobacco retailers is likely to depend on multiple 
factors, and provides a warning that tobacco licensing cannot be 
expected to have an equivalent effect in areas with very different 
retail markets. Over time, as the number of smokers decreases, 
and the demand for, and profitability of, tobacco sales decreases, 
more retailers are likely to stop selling. An annual licensing fee is 
likely to hasten that decision, though these results suggests that 
to have a significant effect on the number of retailers, the fee 
would need to be higher than the one currently charged in WA.
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