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SUMMARY

Wonju is the first municipality in the Republic of Korea to
fund the Healthy City project through municipal revenues
from the local tobacco consumption tax. We investigated
the process of the local tobacco consumption tax being
approved as the main source of financing for the local
Healthy City project. We also examined the sustainability
and sufficiency of the funding by looking at the pricing
policies instituted for cigarettes, smoking prevalence,
cigarette consumption and revenues from local tobacco
consumption as well as the budgetary allocations among
programs in the city. The strong initiative of the mayor of
Wonju was one of the factors that enabled the earmarking
of the local tobacco consumption tax for the Healthy City

Wonju project. He consulted academic counselors and
persuaded the municipal government and the City
Council to approve the bill. Despite the increasing price
of cigarettes in Korea, adequate funding can be sustained
to cover the short-term and mid-term programs in Wonju
for at least 5 years of the mayor’s term, because the
smoking rate is persistently high. Analyzing the effects of
strong leadership on the part of local authorities and the
balance between revenues from the tobacco tax and the
prevalence of smoking in the face of anti-smoking policies
would be helpful for other countries and communities
interested in developing sustainable Healthy Cities
projects.
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INTRODUCTION

The World Health Organization (WHO)
initiated the Healthy Cities Project in Europe in
1986 to trial and implement strategies originally
outlined by the Ottawa Charter for Health
Promotion (WHO, 1986). The Healthy Cities
Project spread rapidly beyond Europe and has

been implemented in a number of municipali-
ties worldwide (Hancock, 1993). The Healthy
Cities approach is underpinned by the principles
of the WHO Health for All strategy (WHO
Regional Office for Europe, 1991) and the Rio
and Agenda 21 Principles for Sustainable
Development (United Nations, 1992). The
Healthy Cities project is regarded as an
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extraordinary accomplishment and a credit to
both WHO and cities taking part in the move-
ment (de Leeuw, 2009).

The Healthy Cities projects aim to create
and improve physical and social environments
and to expand community resources (Hancock
and Duhl, 1988). This is a multi-sector initiative,
integrating and addressing issues not only in the
areas of public health and medical services but
also in other sectors such as environment and
forestry, road traffic safety and industrial devel-
opment. One of the major challenges facing
Healthy Cities projects is how to secure sustain-
able sources of adequate funding. In Europe,
some Healthy Cities projects gradually became
independent and obtained competitive grants,
after receiving financial support from federal or
state governments in their initial phases (Twiss
et al., 2000; Baum et al., 2006).

In the Republic of Korea, the first Healthy
Cities project was launched in Kwachon in 1998
(Kim, 2000). As of August 2010, there were 53
Healthy Cities in Korea (Alliance for Healthy
Cities, 2010). Many Korean Healthy Cities have
had substantial difficulty in generating sufficient
funds because existing health promotion pro-
grams at public health centers receive priority in
the budgetary process. However, this is not the
case for the Healthy City project in Wonju,
which is located in the center of the Korean
Peninsula and has a population of approximately
310 000. The Healthy City Wonju project, which
was launched in 2004 and is financed by munici-
pal revenues generated by a local tobacco con-
sumption tax, is the first case of its kind in this
country. Sin taxes could be a useful source for
funding other Healthy Cities project. It is impor-
tant for officials involved in other existing and
planned Healthy Cities projects to understand
how this financing was achieved and to examine
whether such funding would be adequate to
maintain the operation of the Healthy City
Wonju project in the long term.

Earmarked taxes on tobacco and alcohol
have been used to raise fund for health pro-
motion foundations in several countries. The
states of Arizona, California and Massachusetts
in the USA use tobacco taxes to finance pro-
jects that promote health (Limwattananon,
2006). A portion of national revenues from
tobacco consumption taxes has been allocated
to the health promotion fund in the Republic of
Korea since 1998 (Nam and Engelhardt, 2007).
A portion of the tobacco taxes is sent to the

central government and allocated to the general
education and health promotion fund in
Thailand (Limwattananon, 2006), this is a dedi-
cated tax from Thai Health (namely Thai
Health Promotion Foundation) (Hu et al., 1998;
The International Network of Health Promotion
Foundations, www.hp-foundation.net).

One of the major reasons for using tobacco
consumption tax for health promotion fund is
that smoking causes substantial problems
related to health. One hundred million deaths
were attributed to tobacco smoking worldwide
during the twentieth century, and most of them
occurred in developed countries. Tobacco
smoking is the second leading cause of death in
developed countries and in low-mortality devel-
oping countries, and it is the sixth leading cause
of death in high-mortality developing countries.
Tobacco smoking also accounts for a large
portion of the disease burden in developing
countries and is the fourth major contributor to
years of life lost in the world (WHO, 2005).

Rate price policies have been adopted in
some countries, where funds from tobacco taxes
are used for health promotion. Currently, a
number of countries in Asia and the Pacific
such as Fiji, French Polynesia, Malaysia,
Philippines and Vanuatu are considering the
use of tobacco tax as a way to increase funds
for health promotion activities (WPRO, 2003).
In Taiwan, starting 1 June 2009, the price of a
pack of cigarettes increased by 30 cents USD.
Thirty percent of the tobacco surcharge goes to
tobacco and cancer-control projects, health and
welfare programs for the disadvantaged, for
medical treatment of rare diseases and the
general improvement of the quality of medical
care in Taiwan (Bureau of Health Promotion
Department of Health, R.O.C., 2009). In
Thailand, countrywide research conducted in
2006 to evaluate the impact of increasing tobacco
taxes concluded that higher cigarette prices
encourage people to smoke less or even motivate
them to quit completely. This was found to be
especially true in the case of lower income people
(Thai Health Promotion Foundation, 2009,
http://en.thaihealth.or.th, 28 November 2009).

Several studies have documented reductions
in smoking rates after increases in tobacco con-
sumption taxes (Peterson et al., 1992; Hu and
Mao, 2002; SEA, 2006). The effective use of
tobacco taxes earmarked for health promotion
purposes has been well documented, particu-
larly for the establishment of national or
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statewide health promotion agencies
(Chaloupka et al., 2000; Slama, 2006). Taxing
tobacco consumption contributes to the creation
of knowledge, social movements and political
mobilization against smoking (Wasi, 2000;
Siwaraksa, 2005).

In the Republic of Korea, the smoking rate
among adult male dropped from 57.8% in 2004
to 43.1% in 2009 (MoHW, 2010).

Chaloupka et al. demonstrate that health pro-
motion through this tax funding brings about
improvement in health for the population
(Chaloupka et al., 2000). However, the ear-
marked Wonju tobacco tax is, as far as we
know, a world first in local government health
promotion funding.

There is increased recognition by the Healthy
Cities themselves (i.e. their communities, politi-
cal leadership and project operators) that
research will in fact support their projects, and
will not be a threat to the Healthy Cities activi-
ties (de Leeuw, 2003). Thus, it is important to
resolve the issue of project sustainability result-
ing from lack of financial resource by studying
alternative resources that can be used to
support Healthy Cities activities.

The objective of the present study is to
examine the events and factors that were
necessary to bring about the earmarking of the
local tobacco consumption tax for the Healthy
City Wonju project and to investigate the suffi-
ciency and sustainability of the funding source.

METHODS

The process involved in earmarking revenues
from the local tobacco consumption taxes for
Healthy City project is described to help foster
an understanding of the history of the Healthy
City Wonju project and to identify key factors
that led to the successful funding of that project.
Trends in the pricing policy of cigarettes and
their outcomes, including the prevalence of
smoking, sales of cigarettes and revenues from
the local tobacco consumption tax were analyzed
to determine how sufficient and sustainable such
taxes are as funding sources.

Data were obtained from general accounting
documents and other documents relating to the
collection of the tobacco consumption tax in
the Department of Tax, Wonju from 1995 to
2009. The budgeting of short-term and
mid-term programs was also analyzed to

discover how well the programs were covered
by this funding source.

RESULTS

Funding the Healthy City Wonju project
with the tobacco consumption tax

In the beginning of 2004, the mayor of Wonju
announced a plan to initiate the Healthy City
Wonju project. Wonju joined the WHO
Alliance for Healthy Cities of the Western
Pacific Region in June 2004, becoming one of
its founding members. The mayor of Wonju
declared the Charter of Healthy City Wonju on
7 April 2005. A team was appointed in the
Division of Health, Sports and Knowledge
Industry of the municipal government to
oversee the systematic operation of the project.
The team, consisting of three members from the
municipal government and one from the Wonju
public health center, produced a priority list of
40 programs through discussions with 11
researchers from universities and 18 public offi-
cials employed at a public health center or
municipal government (Table 1).

To finance the Healthy City Wonju project,
the mayor asked for advice from academics
who were members of Wonju Healthy City
Steering Committee. They proposed earmark-
ing the local tobacco consumption tax for the
project, and the mayor launched strong initiat-
ives to develop support for this strategy. He
instructed the local government to develop a
resourcing agenda and submitted it to the City
Council for legislative approval. In October
2005, the City Council passed the bill allocat-
ing all revenues from the tobacco consumption
tax to the Healthy City Wonju project for the
following 5 years. This amounted to USD 16
million in fiscal year 2006. This financing is
guaranteed for the 5 years of the mayor’s
term.

Sustainability of funding with the tobacco
consumption tax

The tobacco consumption tax had been a
national tax until it became a city and county
tax in January 1989. Retailers and importers of
tobacco products are obliged to pay the tax,
which is based on the sales of tobacco within a
city or county, to the division of tax
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administration under the provisions of the
Tobacco Monopoly Act (Ministry of Finance
and Economy, 2006).

To reduce one of the highest smoking rates
among the member countries of the

Organization for Economic Cooperation and
Development (OECD, 2006a; OECD, 2006b),
the Korean government has gradually increased
the per-pack price of cigarettes since 1994. The
price of one of the most popular national

Table 1: Budget of mid-term programs of the Healthy City Wonju project in 2007–2010 (unit: billion won)

Goals Programs Annual budget

2007 2008 2009 2010

1. Health promotion Life style improvements 0.5 0.6 0.6 1.8
Expanding life style improvement 0.1 1 0.8 0.9
Nutritional improvements 0.5 0.5 0.7 0.7
Smoke-free zones 0.1 0.1 0.1 0.2
Bicycle paths 1.5 1.5 1.5 —
Increased exercise facilities 0.6 0.6 0.6 0.6
Community health promotion plan 0.95 — — 0.1
Reducing unequal access to health-care 0.5 0.5 0.5 1
Operating target group and life phase specific health

promotion programs
0.15 0.2 0.2 0.2

Developing settings-based health promotion programs
(e.g. in workplaces, hospitals and schools)

0.1 0.1 0.1 0.1

Managing chronic disease programs 0.5 0.5 0.5 0.5
Sub-total 5.5 5.6 5.6 6.1

2. Healthy environments Community education programs 0.2 0.2 0.2 0.3
Prevention of accidents 1 1 1 1
Healthy City Day in Wonju 0.1 0.1 0.1 0.1
Building a Healthy Cities database 0.35 — — —
Development of a monitoring and evaluation system 0.2 — — —
Green city project 0.2 0.1 0.2 0.2
Developing an environmentally friendly green eco-city 1.2 1.5 1.5 1.5
Clean water supply 1.3 1.8 2.1 1.9
Improvements of housing (improving the housing

policies)
0.2 — — —

Monitoring and evaluation system 0.15 — — 0.1
PR office for the Healthy Cities project 0.1 0.3 — —

Sub-total 5 5 5.1 5.1
3. Identifying solutions to

health-care-related problems
Survey for the elderly and the disabled 0.1 — — —

Developing an information dissemination programe 0.2 0.1 0.2 —
Financial programs to solve priority problems 0.5 0.8 0.8 0.7
Supportive policies for the poor 1 1 1 1.1
Prevention plan for communicable diseases 0.1 — — —
Increased accessibility to health-care 0.5 0.55 0.6 0.6
Support for rare or chronic diseases 0.5 0.5 0.5 0.5
Continuous information dissemination 0.15 0.15 — —
Health maintenance programs for foreigners 0.15 0.15 0.2 0.2
Free health examination for low-income families 0.6 0.55 0.4 0.3

Sub-total 3.8 3.8 3.7 3.4
4. Health industry development Hosting exhibitions related to health care 0.05 0.05 0.05 0.05

Hosting international Healthy Cities seminars 0.05 0.05 0.05 0.05
Establishing networks 0.1 0.05 0.05 0.05
Establishing the ‘Wonju future Healthy Cities forum’ 0.2 0.25 0.25 0.25
Developing the traditional medicine industry 0.5 0.5 0.5 0.5
Developing a biotechnology centred health-care industry 0.3 0.3 0.3 0.3
Developing an IT-centred health-care industry 0.2 0.2 0.2 0.2
Educational infrastructure 0.1 0.1 0.1 0.1

Sub-total 1.5 1.5 1.5 1.5
Total 15.8 15.9 15.9 16.1

Source: Wonju City.
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brands of cigarettes was recently raised by 25%
from 2000 Kwon (equivalent to USD 2.0 as of
April 2008) to 2500 Kwon (USD 2.5) in
December 2004. Consequently, annual sales of
cigarettes in Wonju decreased by 4% from 27
million packs in 2003 to 26 million packs in
2005 with a temporary hike in purchases before
the price increase. After that, annual sales of
cigarettes increased continuously. In 2009, 20
million packs were sold.

For one of the most popular national brands
of cigarettes, it is stipulated in Article 229 of
the local tax law that 641 Kwon (26%) out of
the price of 2500 Kwon per 20-cigarettes pack is
levied as the tobacco consumption tax and is
paid into local government revenue accounts
(Figure 1). The revenue from the tobacco con-
sumption tax in Wonju increased by 132% since
1995 to USD 22 million, comprising 20% of the
general tax revenue of the city in 2009
(Figure 2).

While the smoking rate in Wonju is decreas-
ing, the number of absolute smokers is increas-
ing in Wonju due to population influx,
increasing the floating population. We con-
cluded that tobacco products in Korea were
relatively inexpensive, this consideration was
factored into the decision-making process to
further increase the price with a similar phase
in 2005 and afterward. As expected, demand for
cigarettes was still price-inelastic and the
tobacco consumption tax generated adequate
revenues to sustain the Healthy City Programs

at USD 15–16 million per annum from 2006 to
2010.

Budgeting

In 2006, 66 programs in 11 fields were
implemented under the Healthy City Wonju
project with a budget of USD 15 million. The
areas of budget allocation were ‘education for
children and the youth’ (a quarter), ‘healthy
lifestyles (exercise, sobriety, non-smoking)’
(18%), ‘culture and welfare’ (17%) and ‘food
and nutrition’ (16%).

Wonju developed a mid-term plan from 2007
to 2010 with an annual budget of USD 16
million. This plan consists of 40 programs with
4 major goals: ‘health promotion’, ‘healthy
environments’, ‘identifying solutions to health-
care issues’ and ‘development of the health
industry’. Table 1 shows the budgetary allo-
cations to each program in the mid-term plan.
The priority areas of the Healthy City project
were ‘support for the elderly and the disabled’,
‘provision of free health checkups for low-
income families’, ‘supply of clean water’, and
‘improvement of access to health-care facilities’.
These priority areas were based on public
opinions obtained from a survey on public
health issues in Wonju. However, the allocation
of the budget by the City Council eventually
favored building infrastructure for safe clean
water and health-care facilities, giving them
higher budgets than popular priority areas.

Fig. 1: Allocation of taxes and charges from the price per pack of cigarettes. Source: Ministry of Health and
Welfare (2006), Tobacco Control Policy of the Republic of Korea.
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DISCUSSION

Dedicating the proceeds of tobacco taxes to
health-promoting activities is not a new idea,
and a number of countries and states have
adopted this strategy since 1980s (WHO, 2004).
The unique aspect of the Healthy City Wonju
project is that it is financed in a sustainable and
sufficient manner using all revenue from a local
tobacco consumption tax. To the best of our
knowledge, the financing of the Healthy City
project with local tobacco consumption tax rev-
enues is the first attempt of its kind in the
Western Pacific Region.

The mayor invested all tobacco taxes, USD
16 million, in the Healthy City project under
conditions set forth in legislation approved by
City Council. This is a good example of how
public policy aimed at promoting good health
can be formulated (cf. Ottawa Charter) and is
in accordance with the 2007 World Health Day
theme of WHO: ‘Invest in health, build a safer
future’.

The experiences of other Healthy Cities have
also shown the importance of leadership in sus-
tainable Healthy Cities activities (OECD,
2006a; OECD, 2006b). Reliance on the Wonju
mayor’s support and commitment, however,
implies that the sustainability of projects

depends on a city’s political circumstances. For
new Healthy City projects, it is therefore
necessary to plan adequate timelines for
implementation under current leadership, and it
will probably be necessary to reinitiate lobbying
efforts when new leaders take office. Therefore,
people who are in charge of Healthy City pro-
jects and supportive academics should immedi-
ately begin lobbying so as to secure unshakable
support for sustained financing.

City government revenue from the local
tobacco consumption tax in Wonju has been
shown to be stable with regard to the financing
of programs in the 5-year Healthy City project
(Wonju City, Healthy City Research Center,
2004). Tobacco consumption tax revenue is not
expected to decline quickly, because the increase
in revenue due to the rising price and tax rate on
cigarettes would offset the decline due to the
decrease in smoking. However, it is expected
that when the policies achieve significant
reductions in smoking, a long-term decreasing
trend would occur. The local tobacco consump-
tion tax is sustainable and sufficient as funding
source for the 5-year project of the Healthy City
Wonju project (Wonju City, Healthy City
Research Center, 2004).

Recent data showed that Wonju’s smoking
rate fell from 57.8% for males and 6.8% for

Fig. 2: Trends of prices per 20 pieces of cigarettes and revenues of tobacco consumption tax in real terms in
Wonju during 1995–2009. Source: Wonju City Division of Tax Administration; 1 billion Kwon is USD 1
million (24 April 2010).
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females in 2004 to 46.9% for males and 3.4%
for females in 2008 (Wonju City and Healthy
City Research Center, 2008). Such decreases
may not be entirely the result of the Healthy
City project, but it is believed that the project
had impacts. Among those were the creation of
smoke-free zones, community health promotion
plan, operating target group and life phase
specific health promotion programs and devel-
oping settings-based health promotion
programs.

The tobacco consumption tax rate in Wonju
is on the rise despite the rapid drop in smoking
rate. This trend is attributable to the fact that
the total smoking population has increased as
the number of city residents grew by 45 274
during the past decade. But discussions are cur-
rently under way to address the problem of sus-
taining the Healthy City project in the face of
falling tobacco consumption tax revenues.
These discussions are focusing on the possibility
of offsetting the drop in this revenue stream by
levying local sin taxes on sales of unhealthy
commodities (i.e. alcohol tax).

However, there are limitations to creating
health-promoting funds and resources in the
Republic of Korea. Most of the nation’s health
promotion programs are planned and executed
by public health centers, and allocating
budgets for the public health sector is difficult.
According to the OECD in 2007, in Korea,
the private sector spends significantly more for
health-care services than the public sector by a
ratio of 85:15 (OECD, 2007). Participation in
new public health fields through conducting
Healthy Cities projects can, in this regard, be
seen as a new kind of public health
movement.

Funding the Healthy City Wonju project with
local tobacco tax revenue has provided lessons
in how to finance other Healthy Cities projects,
particularly with regard to the role of local lea-
dership in earmarking the tobacco tax and the
sustainability of tobacco tax as a funding source
for the Healthy Cities projects in the Republic
of Korea. Strong leadership from local auth-
orities, in particular the mayor, was found to be
the most important element in securing tobacco
consumption tax revenues to fund the Healthy
Cities initiative.

It would be useful to broaden this discussion
to better reflect how this successful advocacy
was achieved, particularly in terms of profiling
health needs at the municipal level (beyond

getting residents to identify priority issues) and
mapping these to funding requirements. It
would also be useful to discuss whether there
was some projection of funding sufficiency
related to the anticipated decrease in smoking,
and what some of the expected outcomes might
be. Consideration of these implications would
be useful for cities and communities in the plan-
ning and development of sustainable and suc-
cessful Healthy Cities projects.
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