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Pipe Tobacco 8hould Not Be Included in the
Settlement Agreement

The Pipe Tobacco Council (PTC)

The PTC is the national trade organization of
manufacturers and importers of pipe tobacco. Its 12 members
represent 98% of the pipe tobacco sold in the United States.

Industry Position

The PTC and its members strongly oppose inclusion of
pipe tobacco in any legislation intended to discourage underage
youth from using tobacco products.

. children do not smoke pipes

. both the Food and Drug Administration (FDA) and the
State Attorneys General chose not to include pipe tobacco in
their tobacco efforts

. the industry is very small, in steep decline, and
would be greatly hurt by the costs implicit in the recent tobacco
Settlement Agreement.

. The industry has not been the subject of any product
liability or Medicaid lawsuits.

Background on the Pipe Tobacco Industry

1. Bales: Pipe tobacco sales in the United States have declined
85.4% since 1970. In 1970, an estimated 52 million pounds of
pipe tobacco were sold. By 1990, sales had fallen to 12.4
million pounds. 1In 1996, only 7.6 million pounds were sold. For
the first five months of 1997, sales are down another 9%. Pipe
tobacco sales at retail amount to approximately $140 million, or
about one quarter of 1% of the total $53.3 billion spent by
consumers on tobacco products in 1996.

2. Advertising: The pipe tobacco industry does virtually no
consumer advertising with the recent exception of a few
companies which advertise in Pipes and Tobaccos, a new consumer
publication aimed at smokers of luxury, high-end pipes.

3. Demographics: The best data of the pipe tobacco industry
indicates that the three million pipe smokers in the United
States account for a mere 3.3% of the total male population over
age 21. Nearly 90% of all pipe smokers are white males, and 50%
are over the age of 46. Sixty percent of pipe smokers are
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currently married, and roughly 50% attended college or received a
college degree. In terms of occupation, most pipe smokers are
employed in the clerical, sales and repair fields. Seventy
percent of pipe smokers earned less than $50,000 in 1994 -- 40%
earned less than $30,000.

4. Taxation: The federal excise tax on pipe tobacco is $0.675
per pound and brings the U.S. Treasury less than $5 million per
year, an amount which has been declining each year since the tax
was re-imposed in 1989. 1In addition, 42 states tax pipe tobacco
on an ad valorem basis, which means that as prices are increased,
more tax revenue is generated.

Pipe Tobacco Not Included in FDA Requlations or Tobacco
Settlement Agreement

The FDA, in its proposed 1995 tobacco regulations,
noted that "(t)he proposed rule would not apply to pipe tobacco
... because the agency does not currently have sufficient
evidence that these products are drug delivery devices under the
act. FDA has focused its investigation of its authority over
tobacco products on cigarettes and smokeless tobacco products,
and not on pipe tobacco..., because young people predominantly
use cigarettes and smokeless tobacco products." [Proposed Rule
S.897.1(a)] The FDA tobacco regulations, announced in August
1996, did not include or even mention pipe tobacco. Likewise,
the Settlement Agreement negotiated by the cigarette industry and
the state Attorneys General does not cover pipe tobacco.

The primary goal of the 1996 FDA tobacco regulations
and one of the stated reasons for the recent tobacco Settlement
Agreement was to reduce children’s access to tobacco. The FDA
correctly noted that regulating pipe tobacco would not impact
underage tobacco use because children don’t smoke pipes, and pipe
tobacco was not included in the Settlement Agreement negotiated
by the cigarette and smokeless tobacco industries and the state
Attorneys General. Many pipe smokers are elderly, retired and on
a fixed income. It would be unjustified and patently unfair to
make pipe tobacco consumers, who can least afford it, pay to
deter children from using other tobacco products.
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Large & Little Cigar Sales in the U.S.
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Little Cigar Sales in the U.S.
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Large Cigar Sales in the U.S.
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Consumer Expenditures
Cigarettes vs. Cigars
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Background Information on Cigar Use

1. Types of cigars: The federal government distinguishes between
"large cigars" and "little cigars". Little cigars weigh 3 pounds
or less per 1,000 while large cigars weigh more than 3 pounds per
1,000 cigars. Among large cigars there are two sub-categories:
premium and popular-priced.

A premium cigar is (1) made by hand, (2) consists of long-filler
tobacco (as opposed to the chopped up short filler tobacco used
in machine-made cigars), and (3) costs a minimum of $1.00 each.
Premium cigars represent only 6.3% of all cigars sold, but they
account for more than 40% of retail dollars spent on cigars.

It is this segment of the industry which has seen the most
dramatic growth and captured widespread media attention over
recent years.

2. 8ales:

. After three consecutive years of increases, 4.6 billion
cigars were sold in the United States in 1996. Yet, this
represents only 40% of the 11.2 billion cigars sold in 1973.

. While consumers spent slightly more than $1 billion on
cigars last year, this accounted for only 2.1% of the total $53.3
billion which the USDA estimates that consumers spent on all
tobacco products.

. little cigars: 1In 1996, about 1.5 billion little cigars
($80 million at retail) were sold in the United States. This was

about 35% of the 4.3 billion sold in 1973, the peak year.

. large cigars: Last year 3 billion large cigars were sold

in the U.S. This was only one-third of the 9 billion sold in
1964.

. premium cigars: The three-year growth in cigar
consumption can be attributable largely to the growth of the
imported, expensive, handmade (i.e., premium) cigars. Sales of
premium cigars have increased nearly 150% in the past three years
-- 14.6% in 1994, 30.5% in 1995 and 67% in 1996 (to 282 million
units). Accounting for only 6.3% of unit sales of all cigars, it
is this segment of the cigar industry will has captured
widespread media fascination over recent years and has lead to
the mistaken impression that sales of all cigars are booming.

3. Taxation: Large cigars are taxed at the federal level at a
rate of 12.75% of the manufacturer’s selling price with a ceiling
of $30 per 1,000. Little cigars are taxed at $1.125 per 1,000.
In addition, 42 states tax cigars -- mostly on an ad valorem



basis -- with rates ranging as high as 74.9% of the
manufacturer’s selling price.

4. Advertising: The total sum spent on advertising and
promotion by the cigar industry is quite modest. One estimate
puts the figure at $5.7 million in 1996. This compares with the
$4.8 billion which the cigarette industry was reported to have
spent in total advertising and promotion in 1994. Most of the
consumer cigar advertising is done in Cigar Aficionado and Smoke
magazines, various business publications and at the point of
purchase.

5. Demographics: There are an estimated 10 million cigar

consumers in the United States. Many of these are occasional

smokers in the sense that they do not smoke frequently or

regularly, but instead smoke only on special occasions (e.gq.

holidays, banquets or celebrations) or on sporadic impulse. 1980
Regular smokers smoke an estimated six cigars a week. Over 96%  cowwwon
of all cigar smokers in the United States are men, and they smoke study
more than 99% of cigars annually.

. We estimate that the highest concentration of cigar
smokers is in the 40 to 65 age group, most of whom began smoking
cigars in their qulz_gg§ =

. Cigar smoking has always been and remains predominantly a
pastime among adult men. Cigars are not, and have never been,
marketed to minors. The cigar manufacturers and importers who
make up the Cigar Association are adamantly opposed to the use of
cigars by underage individuals. This is a matter of principle
and policy in the industry. In 1986 our members adopted
voluntary guidelines on responsible advertising practices that
include an admonition against advertising that might appeal to
anyone under the age of 21. ("Cigar advertising should neither
portray nor encourage use by individuals who are or appear to be
below the age of 21.") That standard has been uniformly followed
in the industry.

. Smokers of premium cigars tend to be more highly educated
and more affluent than the population at large. Cigar Aficionado
magazine reported in 1996 that the average household income for
its 150,000 readers was $148,000. The average net worth was $1.1
million. Seventy-nine percent of the respondents had graduated
from college, and 49% had taken post-graduate courses.

. Earlier this year, the Centers for Disease Control (CDC)
issued a 9-page report on teenage cigar use in the United States
which suggests a higher incidence of teenage cigar use than known
to the cigar industry. The CDC itself did not conduct the
surveys which it cited and we believe the results are flawed.

For one thing, in deriving the number of teenage cigar smokers,

k Tirey vwe SuvveT | ne bcbckfn@ .



the surveys included 18 and 19 year-olds who are of legal age to
buy tobacco products. In any event, while there are minors who

may have tried a cigar out of natural curiosity, we believe the

number of underage cigar smokers among the teenage population is
negligible and aberrational.

6. Labeling: 1In 1986, California voters enacted Proposition 65,
"The Safe Drinking Water and Toxic Enforcement Act of 1986." As
the result of a judicial settlement between the industry and the
State, a label is required to be placed on all cigars sold in
California. The label states: "WARNING: This Product
Contains/Produces Chemicals Known to the State of California to
Cause Cancer, and Birth Defects Or Other Reproductive Harm."
More than 90% of the cigars sold in the United States carry the
California label.



Cigars should Not Be Included in the Tobacco S8ettlement

The Cigar Association of America (CAA)

The CAA is the 60-year old national trade organization of cigar
manufacturers, importers, and major suppliers to the industry.
Its 79 member companies include domestic and foreign
manufacturers, importers, leaf dealers, and packaging and
equipment suppliers. Its 21 domestic and foreign manufacturers
represent about 95% of the cigars sold in the United States.
(There are no cigarette companies who make cigars in the U.S.)

Btatement of Position

. Cigars are not covered by the tobacco settlement package.
Nor were they intended to be covered for the simple reason that
there are no pending suits brought by states or cigar smoker
class actions against cigar companies. 1In short, there is
nothing to "settle" where cigar manufacturers or importers are
concerned. As a consequence, no cigar companies were represented
at the negotiating table when this settlement agreement was
hammered out. The Cigar Association and its members are
concerned that cigars might be added to the tobacco settlement
package currently under review by the Administration.* We would
oppose such a result as entirely unjustified, unfair and very
damaging to this small industry.

It is important to understand that when the FDA
promulgated its tobacco requlation in Augqust 1996, it did not
include cigars. The FDA considered extending its regulation to
cigars, but determined there was no factual basis to do so under
the pertinent statute. (61 FR 44396, 44423) Accordingly, cigars
should not be included in any of the settlement provisions.

The cigar industry is small and would be greatly harmed by
the large increase_ in the cost of doing business that is
contemplated by the settlement. To illustrate: Total cigar
sales in the U.S. market are only 2% of the roughly $50 billion
spent on cigarettes. 1In fact, there are more cigarettes sold in
one day than cigars are sold in a whole year in the United
States. The $13 billion which smokers paid in cigarette taxes
last year is more than 16 times the total sales of the cigar
industry. In advertising, the cigar industry spends less than 1%
of what the cigarette industry spends.

*A single reference to "little cigars" was somehow made in
the description of FDA jurisdiction in the settlement document
even though the FDA had excluded little cigars from coverage less
than 12 months earlier. We have been advised by those involved
in the negotiation that the subject of cigars never came up and
that this reference was inadvertent.



Compared to the cigarette industry, the cigar industry
consists of more than 100 producers =-- both foreign and domestic.
Most of the foreign producers are located in the Caribbean Basin.

. There may be a concern in some circles that stringent
requlation of cigarettes will merely encourage cigarette smokers
to switch to cigars. Experience, however, shows that this would
not happen because of the significantly different characteristics
of cigars versus cigarettes. Thus, when the Surgeon General’s
report on smoking and health was issued in 1964, it prompted many
cigarette smokers to switch to cigars and pipes. There was a
surge of cigar sales that year as a result, but the increase
proved to be temporary as these smokers found cigars to be
unsatisfactory as a substitute for cigarettes.

. Cigar smoking has always been and remains predominantly a
pastime among adult men in the 40 to 65-year old age qroup.

Apart from teenagers who might try a cigar on occasion out of
natural curiosity, we believe the incidence of cigar smoking
among minors is negligible and aberrational.
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11 August 97

Jerold Mande

Senior Advisor to the Director

White House Office of Science & Technology Policy
Old Executive Office Building, Room 346

17th Street & Pennsylvania Avenue, NW
Washington, DC 20502

RE: The FDA should regulate cigars
Dear Jerry:

Cigars are already a problem for kids, and unless they are
regulated by FDA, they will become a much larger problem for
them. Moreover, without explicit jurisdiction over cigars,
FDA’s regulation of cigarettes may be more difficult.

Any legislation which details FDA’s jurisdiction over
tobacco products must include cigars." Cigars are already used
more widely by kids, both male and female, than smokeless
tobacco and, absent the inclusion of cigars in the regulatory
scheme, cigars will be far more available than they are now
relative to cigarettes and smokeless. Moreover, cigars are being

' The inclusion of little cigars, which have

the same size, shape and packaging as cigarettes,
in the proposed resolution’s definition of
cigarette (at I.E.1.) reflects the experience of
the early 1970s when RJR did an end run around the
broadcast ad ban by advertising its little cigar,
Winchester, on TV. Sales of little cigars soared
in direct response to this advertising and
Congress, recognizing an important loophole,
banned little cigars from TV (Tab Aa).

Tel: 301/656-3920  Fax: 301/656-3815

E-mail: asamoffice@aol.com ¢ Homepage: http://members.aol.com/asamoffice



Cigars should be regulated Page 2

heavily promoted by celebrities and in popular entertainment. This dramatic push
into popular culture has an unavoidable spillover into adolescence.

If cigars are not specifically included in FDA’s purview, the agency would
have to conduct an investigation about the intent of cigar makers and
defend any assertion of jurisdiction in court. This would be difficult, somewhat
uncertain and, most of all, a lengthy process. Moreover, until jurisdiction were
established, industry practices that adversely affected public health could not be
curtailed.

The recommendation that cigars be included under FDA in any legislation
has been part of comments on the Proposed Resolution from public health and
medical groups across the board although the specific reasons why this is important
have not been emphasized.

Kids are smoking cigars (Tab B).?

In May, CDC reported three strikingly consistent surveys which show that
cigar use is widespread among both male and female adolescents.

Overall, 37% of males and 16% of females in grades 9-12 had smoked a cigar
in the past year.

While use is highest among those who also smoke cigarettes, 20% of males
and 7.8% of females in grades 9-12 who were not cigarette smokers had

smoked a cigar in the past year.

Among Massachusetts 7th and 8th graders, 7.6% had smoked a cigar in the
past month. Among those in grades 9-12, the figure was 14.5%.

More kids are smoking cigars than dipping snuff.

2 The industry has no data on use by kids. In an industry

survey which goes down to age 18, the highest use was in the
youngest age category (Tab C).
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The use of cigars by kids will increase if cigars are not regulated like cigarettes
and smokeless tobacco.

The FDA rule and the Proposed Resolution both contain a multi-layered,
narrowly tailored set of limits that are specifically intended to accomplish the
dual purpose of reducing underage use of cigarettes and smokeless tobacco
while not interfering with the use of these products by adults.

If cigars are not included in the regulatory scheme, to the extent that the
limits are successful in reducing underage use of cigarettes and smokeless
tobacco, the underage market for cigars will receive an enormous boost.

Most cigars are inexpensive and machine-made, and the market for cheap cigars
is rapidly growing (Tab C).

In 1996, 2.8 billion inexpensive cigars were sold.” The market for expensive
cigars was only 28 million.

Since 1992, the cigar market has grown by 39%.

Although virtually all of the promotions for cigars have been for the
expensive ones, 83% of the increase in unit sales between 1993 and 1996 has
been for inexpensive, mass-market stogies.

It is likely that this remarkable growth will continue. In the past, when
cigarettes have come under fire, cigar use has surged.

So-called "Sweet" cigars are the most rapidly growing segment. These may be
especially popular with young people.

The category leader, Swisher Sweets, was the most popular brand of cigar by
far among adolescents at a drug treatment program which was surveyed last
year.

> Those costing less than $1 apiece. Expensive cigars are

classified as those costing a dollar or more each.
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The cigar industry is highly concentrated.

Five companies controlled 95.4% of the market in 1996:

Swisher International 24.5%
Havatampa 23.3
Consolidated Cigar 20.5
General Cigar (Culbro) 17.1
Middleton 10.0

While each of these sells mainly mass market, cheap cigars, most also sell
some expensive cigars.

General Cigar and Consolidated Cigar especially have developed highly
sophisticated, integrated marketing efforts to boost sales across their entire
lines, not just their expensive cigars.

UST sells a premium cigar brand, Don Tomas.

Philip Morris is at least considering entering the cigar business (Tab D).

Cheap cigars are largely sold through self-service displays in convenience stores
and pharmacies.

One large retailer I visited last week already has placed all cigarettes and
smokeless tobacco products behind the counter but still displays cigars as self-
service items. Nonetheless, the store has found it necessary to put an
antitheft device on each package of cigar.

In another store, cigars were adjacent to crayons (Tab H).

Cigar use has permeated popular entertainment in recent years.

Measured advertising spending for cigars is less than $5 million for this $1.2
billion industry. It is unlikely, though, that the use of cigars by celebrities
and their presence in movies, etc. has been entirely spontaneous. An industry
the size of this one might spend as much as $100 million on advertising,
promotion and public relations.
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Celebrity endorsements for cigarettes came under criticism for their appeal to
young people long ago and were abandoned by cigarette makers by 1965.

Cigar-branded promotional items are being used by cigar companies.

White Owl (an inexpensive brand) has offered a t-shirt featuring its trademark
owl and a cartoon.

Garcia y Vega (another inexpensive, but somewhat higher priced brand from
the same company) has offered a catalog of branded items in its packaging.

Both Consolidated and General Cigar are using branded sports clothing in
various of their marketing strategies.

Vending machines for cigars have been developed, and announced plans for
placement of these machines include locations which the Proposed Resolution
would not allow for regulated products (Tab E).

Cigars are nicotine delivery devices.
A single cigar can contain more than 400 mg of nicotine (Tab F).

On May 22, 1973, E. W. Kelley, Chairman of the Consolidated Cigar
Corporation made the following comment before the House Commerce
Committee:

The smoke from the finished cigar should have a pH of 6.16 and
above. Such a pH level is the break point at or above which inhalation
is unnecessary to obtain a nicotine effect.

Mr. Kelley also noted that consumers of cigars "must learn that inhalation is
not necessary to obtain smoking satisfaction."

Cigars which are put into the mouth without being smoked are being used as
smokeless tobacco products. Even unlit, cigar tobacco contains carcinogens,
and nicotine can be absorbed through the membranes of the mouth from
unlit tobacco.
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Cigars can be addicting.

Cigars will likely become a frequent starter product for kids if cigarettes and
smokeless tobacco are relatively less available.

In the 1870s, when cigarettes were a handmade specialty item, Currier and
Ives depicted a cigar as "The First Smoke" a young boy took. The fact that a
cigar smoker no longer feels ill when smoking after overcoming the nausea
from the first or second cigar means that tolerance has developed (Tab H).

With cigarette smoking, some symptoms of addiction often precede daily use.
This is also seen with other addicting drugs.

Cigars cause serious illness.

Cigars cause cancer of the lip, tongue, mouth, throat and larynx even if
smoke is not inhaled.

Many cigar smokers inhale the smoke (about 30% inhale according to data
from the early 1970s), especially if they formerly smoked cigarettes. Cigar
smoke which is inhaled can cause lung cancer, heart disease and emphysema.

Without explicit jurisdiction over cigars, FDA regulation of cigarettes will likely
be more difficult.

The same part of the performance standards section of the Proposed
Resolution that sets up the contraband hurdle also sets up an identical hurdle
for "other tobacco products”. As written, this means that if cigars would be
advantaged relative to cigarettes by performance standards on cigarettes, the
agency could not adopt those performance standards.

Even if the "contraband and other tobacco products” hurdle is taken out of
the final legislation, the issue will remain one that FDA will have to weigh in
its regulation of cigarettes and it will be an argument which cigarette makers
can be expected to press in resisting performance standards.

If cigars are not regulated, this circumstance may make it needlessly more
difficult to set otherwise appropriate performance standards for cigarettes.
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Unless FDA has authority over cigars, performance standards cannot be
established for these products even if there are feasible ways to reduce their
LtOXICItY.

To the extent that it may be appropriate, FDA can treat cigars differently from
cigarettes and smokeless tobacco.

What

As I have previously discussed with you, the entire market for nicotine
delivery devices, including those from conventional pharmaceutical companies
as well as those from tobacco companies, should be under FDA’s purview so
the agency can develop an integrated array of approaches to best serve the

public health.

The exclusion of a large category such as cigars from its authority will
seriously undermine the agency’s effectiveness in all phases of its work in this
area.

about pipes?

In the absence of specific regulation of pipe tobacco, it, too, is likely to be
promoted and used in new ways. Already there is a pipe called Tattoo which
has a modern design and a small bowl. It comes in an array of bright colors.
Tattoo has been promoted in Europe as a with-it, cool way for young people
to enjoy short, quick smokes.

Cigars and pipe tobacco should be regulated by FDA now.

If these products are not included in legislation, their use by kids will grow
and their anomalous status will create distortions as FDA does its job with
cigarettes and smokeless tobacco.*

* There are numerous examples of these sorts of unintended

consequences in tobacco control history. Increasing taxes on
cigarettes without attendant increases for other categories of
tobacco products increases consumption of other products.
Cigarette makers have even invented entirely new products --
rolls and rollies -- to evade taxes.
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Waiting until later to include cigars and pipe tobacco will lead to years of
delay and will ill serve the public health.

The inclusion of cigars and pipe tobacco as regulated tobacco products would
also focus on protecting kids. Particulars of how this might fit into a legislative
proposal are described at Tab G.

The prospect of Congressional action this fall on the Proposed Resolution is an
historic opportunity to give FDA overall authority over all nicotine delivery
devices. The kids need the protection. Omitting cigars and pipe tobacco now
will complicate FDA’s job in a number of ways. If cigars and pipe tobacco are

left out, they will have to be put in later. That may be difficult, and it will take
a long time to do.

ully submitted,

N
John\$lade, M.D.

Chairman
Committee on Nicotine Dependence
American Society of Addiction Medicine

Enclosures
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Attachments
Tab A. Chart of little cigar consumption
Tab B. MMWR article from May 1997 on cigar use by kids
Tab C. Maxwell report on cigars, March 1997
Tab D. Report from a trade journal that Philip Morris is

considering entering the cigar business in the US.

Tab E. Report from a trade journal that humidor-style vending
machines for cigars have been developed and that the
companies marketing these machines hope to place them
in places that would not be permitted for cigarette
vending machines under the FDA’'s final rule.

Tab F. Report from Jack Henningfield and others about the
nicotine content of cigars and a brief discussion
related to toxicity and dependence.

Tab G. Some practical considerations about including cigars
under FDA’s authority now.

Tab ﬁ Photographs

- Self-service display for cigars and crayons,
Edison, New Jersey, 7 August 1997

- Currier and Ives Lithographs, 1870s

The First Smoke -- All Right
The First Smoke -- All Wrong

- Big Butt Cigar t-shirt design
- White Owl t-shirt design: Shoe Cartoon

- White Owl t-shirt design: The Way Things Ought to
Be

- The Red Hot Chili Peppers on the cover of Smoke
- Ad for the movie, "First Wives Club"
(although cigar smoking is depicted in the ads, it

does not occur in the movie.)

- Cover of New Yorker
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Cigar Smoking Among Teenagers
-- United States, Massachusetts, and New York, 1996

Morbidity and Mortality Weekly Report
May 23, 1997/Vol. 46/No. 20

Cigar smoking can cause cancers of the oral cavity, larynx,
esophagus, and lung (1) and chronic obstructive pulmonary disease
(2). In addition, cigars contain substantial levels of nicotine,
an addictive drug (3). Despite these health risks, total cigar
consumption in the United States was approximately 4.5 billion
cigars in 1996, and consumption of larger cigars increased by
44.5% from 1993 through 1996 (from 2,138 million cigars to 3,090
million cigars, respectively) (4). This report presents estimates
of the prevalence of cigar smoking among youth based on analyses
of data from the Robert Wood Johnson Foundation’s (RWJF) 1996
National Study of Tobacco Price Sensitivity, Behavior, and
Attitudes Among Teenagers and Young Adults; a 1996 survey by the
Massachusetts Department of Public Health (MDPH) of high school
and junior high school students; and the Roswell Park Cancer
Institute’s 1996 Survey of Alcohol, Tobacco, and Drug Use in two
New York counties (5). The analyses indicate that, during the
year before being surveyed, 26.7% of U.S. and 28.1% of
Massachusetts high school students reported having smoked at
least one cigar and that 13%-15% of ninth grade students in two
New York counties reported having smoked cigars during the
previous 30 days. National Survey

The RWJF survey employed a three-stage cluster sample design to
produce a nationally representative sample of students in grades
9-12. Within the selected sample of 200 counties (primary
sampling units), schools were randomly selected, with the
probability of selection proportional to enrollment size. Four
alternate high schools were simultaneously selected, matching the
original school in size, type, location, and the race/ethnicity
and socioeconomic status of the students. An alternate was
substituted when the first school chosen for the study could not
participate. A total of 202 schools (representing 146 [73%] of
the 200 primary sampling units) participated in the study. Within
each school, one class per grade was chosen randomly. All
students in the selected classes were eligible to participate;
80% of the students enrolled in the sample of selected classes
participated. A total of 16,556 students aged 14-19 years
completed the survey; however, 139 were excluded from these
analyses because of missing information on sex. Participants were
asked, "How many cigars, if any, have you smoked in the past
year?" Annual cigar smokers were defined as any student who
reported smoking a cigar during the previous year; frequent cigar
smokers were defined as any student who reported smoking greater
than or equal to 50 cigars during the previous year. Data were
weighted by age, race/ethnicity, sex, and region* to provide
national estimates. Confidence intervals (CIs) were calculated
using SUDAAN,



In 1996, an estimated 6.0 million (26.7% [95% CI=plus or minus
1.7%]) 14-19-year-olds reported having smoked a cigar during the
previous year (4.3 million [37.0% (95% CI=plus or minus 2.4%)]
males and 1.7 million [16.0% (95% CI=1.3%)] females) (Table 1).
Cigarette smokers were more than three times as likely as
noncigarette smokers to report having smoked a cigar (54.1% [95%
CI=plus or minus 2.4%), compared with 14.2% [95% CI=plus or minus
1.2%], respectively). Among the 68.8% of students who did not
smoke cigarettes, males were more likely than females to have
reported smoking a cigar during the previous year (20.4% [95%
CI=plus or minus 1.8%] versus 7.8% [95% CI=plus or minus 1.1%],
respectively). Users of smokeless tobacco were more than three
times as likely as nonusers to report having smoked cigars (73.4%
[95% CI=plus or minus 3.4%], compared with 22.6% [95% CI=plus or
minus 1.4%), respectively). Cigar smoking did not vary
substantially by region or race/ethnicity, although prevalence
was greatest among white, non-Hispanic males (41.6% [95% CI=plus
or minus 2.7%]). Massachusetts Survey

The MDPH survey sample comprised two subsamples of students in
grades 6-12: a statewide random sample, proportionately
stratified by area and grade, and a separate random sample of
five urban areas in the state, stratified by percentage of
nonwhite students in each grade. These five urban areas were
selected to oversample communities with racial/ethnic minorities
to ensure adequate representation for analysis. Of the 191
schools meeting eligibility criteria, 171 (90%) participated in
this survey. Of the 8236 students eligible to participate in the
survey, 6844 (83.1%) participated. Data were collected during
November 1996-January 1997. School and class selection was
random, participation was voluntary, and all responses were
anonymous. The questionnaires were self-administered. All
students were asked "How often have you smoked cigars in your
lifetime?"; "How often have you smoked cigars during the last 12
months?"; and "How often have you smoked cigars during the last
30 days?" The response categories were never, one to two times,
three to five times, six to nine times, 10-19 times, 20-39 times,
and greater than or equal to 40 times.

Among the 1020 students in grade 6, 9.9% (95% CI=plus or minus
1.8%) reported having ever smoked a cigar, 5.0% (95% CI=plus or
minus 0.8%) smoked a cigar during the previous year, and 2.0%
(95% CI=plus or minus 0.9%) smoked a cigar during the previous
month. Among 1942 students in grades 7 and 8, 22.3% (95% CI=plus
or minus 1.8%) reported having ever smoked a cigar, 14.1% (95%
CI=plus or minus 1.5%) smoked a cigar during the previous year,
and 7.6% (95% CI=plus or minus 1.2%) smoked a cigar during the
previous month. Among the 3873 high school students in grades
9-12, 38.9% (95% CI=plus or minus 1.5%) reported having ever
smoked a cigar, 28.1% (95% CI=plus or minus 1.4%) smoked a cigar
during the previous year, and 14.5% (95% CI=plus or minus 1.1%)
smoked a cigar during the previous month.

High school students who had used other tobacco products during



the previous month were also more likely to have smoked cigars
during the previous month. Among students in grades 9-12, 30.3%
(95% CI=plus or minus 2.5%) of those who had smoked cigarettes
during the previous month also reported having smoked a cigar,
compared with 3.4% (95% CI=plus or minus 6.6%) of those who had
never smoked a cigarette; among those who had used smokeless
tobacco during the previous month, 60.7% (95% CI=plus or minus
6.6%) also reported having smoked a cigar during the previous
month, compared with 8.3% (95% CI=plus or minus 1.0%) of those
who had never used smokeless tobacco. New York Survey

The Roswell Park Cancer Institute survey was conducted in Erie
(predominantly urban) and Chautauqua (predominantly rural)
counties in New York during the fall of 1996. The survey was
administered to 9916 ninth grade students in 57 of the 60 public
and parochial high schools in Erie County (81% of the 12,216
ninth grade students in the 60 schools) and to 1677 ninth grade
students in 16 of the 18 public schools in Chautauqua County (80%
of the 2102 ninth grade students in the 18 schools). 0Of the
students who participated in the survey in Erie County, 79% were
non-Hispanic white, 12% were non-Hispanic black, 3% were
Hispanic, and 5% were of other racial/ethnic groups. Of those
students who participated in the survey in Chautauqua County, 89%
were non-Hispanic white. The median age of all students was 14
years. Students completed a self-administered questionnaire with

three questions on cigar use and purchasing: "In the past 30
days, did you smoke a cigar?"; "Have you ever bought cigars for
yourself?"; and "When you try to buy cigars, how often are you

asked about your age?"

Response patterns were similar for the two counties (Table 2). In
Erie County, of the 9916 students, 1253 (12.7%) of 9862 students
who responded to the question reported having smoked a cigar
during the previous 30 days (937 (19.5%] of 4810 boys and 304
[6.1%] of 4983 girls). In Chautauqua County, of the 1677
students, 246 (14.8%) of 1657 students who responded reported
having smoked a cigar during the previous 30 days (201 [24.0%] of
836 boys and 43 [5.3%] of 809 girls). In comparison, 29.0% of
students in Erie County and 30.6% of students in Chautauqua
County reported having smoked cigarettes during the previous 30
days. Cigarette smokers also were more likely than noncigarette
smokers to report having smoked a cigar during the previous 30
days (Table 2). The prevalence of reported smokeless tobacco use
during the previous 30 days was 3.5% in Erie County and 7.3% in
Chautauqua County. Among smokeless tobacco users, reported rates
of cigar smoking were 62.4% (217 of 348 students who responded)
in Erie County and 63.0% (75 of 119 students who responded) in
Chautauqua County (Table 2).

Among students who reported ever purchasing a cigar for
themselves, most (63.7% in Erie and 77.0% in Chautauqua) also
reported having smoked a cigar during the previous 30 days. Among
those who had ever purchased a cigar, 76.6% in Erie County and
71.7% in Chautauqua County reported that they were "rarely" or



"never" asked about their age when purchasing a cigar. In
comparison, 59.0% in Erie County and 67.7% in Chautauqua County
reported that they were "rarely" or "never" asked about their age
when purchasing cigarettes.

Reported by: NJ Kaufman, SL Emont, CR Trimble, CT Orleans, The
Robert Wood Johnson Foundation, Princeton, New Jersey. N Briton,
T Clark, M Krakow, Health and Addictions Research, Inc, Boston; C
Celebucki, D Cullen, G Connolly, Massachusetts Dept of Public
Health. A Hyland, J Perla, KM Cummings, Roswell Park Cancer
Institute, New York State Dept of Health, Buffalo; A Abdella, K
Tippens, Chautauqua County Dept of Health, Mayville, New York.
Epidemiology Br, Office on Smoking and Health, National Center
for Chronic Disease Prevention and Health Promotion, CDC.

Editorial Note: This report is the first to estimate the
prevalence of cigar smoking among youth in the United States and
documents the level of access to and use of cigars. The risk for
several cancers is higher for cigar smokers than for nonsmokers.
Therefore, if cigar consumption continues to increase (4),
cigar-related morbidity and mortality can be expected to
increase. **

Although the findings from New York and from Massachusetts were
from local surveys, they are consistent with the results from the
national survey. However, a potential limitation to these data is
that they represent the cigar use of only those adolescents
attending school and, therefore, may not be representative of all
adolescents.

Although federal law requires states to enact laws prohibiting
the sale of cigars and other tobacco products to minors (6),
young persons in New York reported being able to purchase cigars
easily. These findings, especially if replicated in other
communities, may warrant actions to curtail youth access to
cigars that are consistent with measures for limiting access to
cilgarettes and smokeless tobacco (e.g., Food and Drug

Administration regulations) (7). The findings from the surveys in
this report also indicate that cigar smoking, once primarily an
activity among older men (8), is now an activity of both male and

female teenagers. Therefore, priorities include the need to
further characterize the use of cigars in the United States,
determine the prevalence of cigar smoking among adults, and
continue monitoring the prevalence of cigar use among youth.
Although the Surgeon General’s health warning is legally mandated
for some tobacco products, the law does not include cigars (9).
Therefore, teenagers and other users of cigars may be unaware of
the health risks of cigar smoking. Immediate efforts should be
made to publicize the health risks of cigar smoking; deglamorize
the product in magazines, movies, and television programs; and
protect nonsmokers from secondhand cigar smoke.
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* The four regions were Northeast (Connecticut, Maine,
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania,
Rhode Island, and Vermont), Midwest (Illinois, Indiana, Iowa,
Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota,



Ohio, South Dakota, and Wisconsin), South (Alabama, Arkansas,
Delaware, District of Columbia, Florida, Georgia, Kentucky,
Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South
Carolina, Tennessee, Texas, Virginia, and West Virginia), and
West (Alaska, Arizona, California, Colorado, Hawaii, Idaho,
Montana, Nevada, New Mexico, Oregon, Utah, Washington, and
Wyoming) .

** The National Cancer Institute has announced that it will
publish a comprehensive monograph on cigar smoking by the end of
1997 titled "Cigar Smoking in the U.S.: Health Effects and
Trends."
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THE CIGAR INDUSTRY IN 1996

Total volume rose 13% in 1996 March 21, 1997
John C. Maxwell, Jr.

(804) 782-3630
The cigar industry exceeded a billion dollars in sales for the second year in a row in
1996. The fantastic growth of the premium cigar area continues with all companies
having large backlogs. In 1996, total volume for the industry was up 13% and in dollars
it was up 17%. We define the premium cigar as, first, being hand-made; second, being
made entirely of natural, long filler tobacco; and third, retailing for $1 to more than $25
a unit. Indicated below are some of the main products and their growth within the

cigar area:
Million Units Premium cigar volume
o/ +
1993 1994 1995 199 rose 64.7% in 1996
General Cigar Co.
Macanudos - - 231 263
Parlagas - - 82 9.0
Canaria d'Oro - - 1.2 1.5
Other - - 42 48
Total - - 36.7 41.6
Swisher International
Bering 78 8.3 9.3 10.0
Other 44 L 107 112
Total 12.2 154 200 27.7
M&N Cigar Co.
Cuesta-Rey 59 6.9 8.2
LaUnica 39 Sl 62 :
Total 9.8 120 144 17.0
Lane Limited
Total 4.8 51 13 2.6
Total Premium Cigars 114.6 131.0 170.0 280.0
% of Large Cigars 8.9% 9.6% 11.2% 15.6%
% of Total Industry 33% 35% 43% 6.2%

We believe the premium cigar industry will do over 350 million units in 1997. Below
are the imports by Consolidated Cigars by country. We feel that its largest product,
H. Upmann, is in the 10 million unit area, up from seven million units last year, and
Te-Amo is just under nine million units.

Million Units
1993 1994 1995 1996

Dominican 16.3 20.2 25.0 40.8

Hondoran 52 6.7 12.0 12.0

Mexico 5.6 6.2 8.0 11.6

Brazil — — — 14 \
The industry overall has a backlog estimated at 60-80 million units; however, we feel  Cigar industry has an
' -t some of this may be due to double-counting. Some retailers are probably placing | estimated backlog of 60

rs for a quantity higher than they actually need. The industry has indicated that to 80 million units

. the few cases where they have caught up with the demand, some of the retailers |
I

CIGAR.032197
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Large cigar volume
rose 18.6%

Little cigar volume
rose 5.8%

Consolidated Cigar’s
market share continues
to decline

Swisher’s Sweets little
cigar market share rose
2.3 points in 1996

decided that they did not need as many units as they had previously ordered. The
industry currently has three major problems. First, inadequate leaf supply, particularly
in wrappers. Second, training rollers. Third, it takes at least two to three years to make
a good cigar. Another subjective problem is the fact that fly-by-night producers are
getting into the industry using poor quality tobacco and releasing cigars made within
a five- to six-month period. Obviously, over time, these people will go out of business
as people realize the unfortunate taste of the product. Last year, there were over 120
brands introduced at a price of $3.00 or more, which was more than triple the number
that were introduced in 1995. We would anticipate that in 1997 to see even more new
brands introduced than in 1996.

The cigar industry sales as a whole in 1996 saw volume rise to 4,490 million units, over
13% above last year’s sales of 3,969 million units. This is the third consecutive year of
an increase in unit sales. Industry sales have risen more than 26% since 1992. Volume
for large cigars increased 18.6% in 1996 and volume for little cigars increased 5.8% for
the year.

In the large cigar category, Swisher’s market share fell 0.2 point and Havatampa’s market
share dropped 0.6 point for the year. General Cigar’s market share fell 1.6 point to 17.5%
of the large cigar market in 1996. Consolidated Cigar’s market share fell slightly for
the year, marking its fifth consecutive year of a decline in market share.

In the small cigar category, Swisher International held on to its number-one position, with
volume unit sales of 632 million units, up almost 12% over 1995 numbers. The market
share for Swisher’s Sweets Little Cigars jumped 2.3 share points in 1996 the best growth
in the group. Consolidated Cigar and Tobacco Exporters both dropped share with
Havatampa and Lane Limited both increasing share by a point.

Market Share by Company

% 0% 1992-1996

2.0% S

25.0% 1 | —8— Swisher
20.0% N R & | —#-— Consolidated

50% b | —A—Havatampa
10.0% F————H T ! —<— General
5.0% +

0.0% t : +
1992 1993 1994 1995 1852

Asreported by the Leading National Advertisers, the cigar industry increased advertising
expenditures by 438% during the first nine-months of 1996. Please refer to Table 5 for
additional details.

According to Mediamark Research, the likely users of cigars are white males, ages 18-
44. Generally they live in the North Central states. In 1996, the typical cigar consumer
had an average income of either of $10,000-$19,999 or $50,000-574,999. With the increase
in the popularity of cigars in recent years, more affluent consumers have begun to
purchase the premium cigars.

Premium cigars are defined as those that are hand-made and sold at a retail price of over
$1.00 per unit. Premium cigars are made with natural leaf tobacco wrapper, binder, and
long filler tobacco. These cigars are constructed by wrapping natural leaf binder tobacco
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~round the long filler tobacco, which creates a bunch. The bunch is then placed into a
.old, creating the shape of the particular cigar. The bunch then has a natural leaf
wrapper hand-rolled around it, creating a premium hand-rolled cigar.

Typically, mass-market large cigars are machine-made cigars with a retail price of under
$1.00 per unit. These cigars are generally machine-made from filler tobacco that is
chopped into small, uniform pieces, then wrapped in either natural leaf wrapper or
wrapper made from reconstituted tobacco. The type/quality of wrapper will generally
determine the price of the finished product.

Little cigars are mass-market cigars weighing less than three pounds per thousand. Most

little cigars are machine-made from cut filler tobacco within a reconstituted tobacco
wrapper and are constructed with a filter.

Additional information is available upon request.
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¢ Industry Sales: 1976 - 1996

.

1976

Units
Mil. Pct
Large 3.539 47
Cigarillos 1,790 24
Little 2,163 29
Total 7.492 100
1981

Units
Mil. Pct
Large 2,470 47
Cigarillos 1,385 26
Little 1,376 26
Total 5.231 100
1986

Units
Mil. Pct
Large 1.782 45
Cigarillos 1,191 30
Little 976 25
Total 3,943 100

1991

Units
Mil. Pct
Large 1,318 37
Cigarillos 916 26
Little 1,296 37
Total 3530 100

1996

Units
Mil, Pct
Largo 1,800 40
Cigarilios 1,200 27
Littie 1,490 k]
Total 4,490 100

Doltars
Mil. Pct
520 70
133 18
85 12
738 100
Doltars
Mil. Pct
543 75
118 16
59 8
720 100
Dollars
Mil. Pct
513 76
119 18
51 8
683 100

495 70
134 19
76 11
705 100
Dollars
Mil. Pct
888 74
229 19
83 7
1200 100

Large
Cigariltos
Little

Total

Large
Cigarillos
Little

Total

Large
Cigarillos
Little

Total

Large
Cigarillos
Little

Total

1977
Units Dollars
Mil. Pct Mil. Pet
3,373 50 535 76
1,570 23 100 14
1,849 27 72 10
6,792 100 707 100
1982
Units Dollars
Mil. Pct Mil. Pct
2,363 48 525 75
1,266 26 116 17
1,272 26 56 8
4,901 100 697 100
1987
Units Dollars
Mil. Pct Mil. Pct
1,667
1,094
1,159
3.920 100 639 100
1992
Units Dollars
Mit. Pct Mil. Pct
1,305 37 505 70
906 26 137 19
1,332 38 78 11
3,543 100 720 100

[Table 2: Market Share by Retail Price for Large Clgars and Cigarilios

Less than or equalio $0 15
Over $0.15-$0.50
Greater than $0.50

Total

61.5%
34.3%
4.2%

60.4%
33.0%
6.6%

100.0%

1989 1990
57.3% 43.5%
37.2% 50.8%

5.5% 5.7%

100.0% 100.0%

1991
23.0%
72.3%

4.7%

100.0%

20.0%
72.5%

100 0%

100.0%

1978
Units Dollars
Mit. Pect Mit. Pct
Large 3,038 49 537 76
Clgariifos 1,635 26 109 15
Little 1,558 25 61 9
Total 6,231 100 707 100
1983
Units Dollars
Mil. Pct Mil. Pet
Large 2,228 45 537 74
Cigarillos 1,338 27 126 17
Little 1,341 27 60 8
Total 4,907 100 723 100
1988
Units Dollars
Mil. Pct Mil. Pect
Large 1,538 41 492 74
Cigarillos 1,003 27 117 18
Little 1,166 N 58 9
Totat 3,707 100 667 100
1993
Units Dollars
Mil. Pct Mil. Pct
Large 1,282 37 513 7
Cigarillos 854 25 134 18
Little 1,288 a8 78 "
Totat 3,424 100 725 100
1994
Less than or equal to $1.00 94.3%
Greater than $1.00 57%
100%

1979
Units
Mil. Pct
Large 2,771 49
Cigarillos 1,494 26
Little 1,441 25
Total 5,706 100
1984
Units
Mil. Pct
Large 2,173 47
Cigarlllos 1,254 27
Little 1.240 27
Total 4,667 100
1989
Units
Mil. Pct
Large 1,503 4?2
Cigarillos 960 27
Little 1,153 32
Total 3.616 100
Large
Cigarillos
Little
Total 3.717 100
1996E
93.5%
6.5%
100%

Dollars
Mil. Pct
529 77
102 15
59 9
690 100
Dollars
Mil. Pct
582 77
119 16
56 7
757 100
Dollars
Mil. Pct
499 74
118 17
58 9
675 100
Dollars
Mil. Pct
597 71
168 20
79 9
844 100

Large
Cigariflos
Little

Total

Large
Cigarillos
Little

Total

Large
Cigarillos
Little

Total

Large
Cigarillos
Little

Total

1980

Units
Mil. Pct
2,596 48
1,357 25
1,443 27
5,396 100
1985

Units
Mil. Pet
1,885 43
1,225 28
1,225 28
4,335 100
1990

Units
Mil. Pct
1,432 40
904 25
1,219 34
3,555 100
1995

Units
Mil. Pct
1,518 as
1,043 26
1,408 as

100

Dollars
Mil. Pct
537 77
104 15
60 9
701 100
Dollars
Mil. Pet
519 74
124 18
56 8
699 100
Dolilars
Mil. Pct
500 72
127 18
68 10
695 100
Dollars
Mit. Pct
747 73
197 19
79 8
1023 100



{rable 3: Sales of Large Cigars & Cigarelios (Millions) ]

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
Units Pct. Units Pct. Units Pct. Units Pctl. Units Pcl. Units Pct. Units Pct. Units Pct. Units Pct. Units Pct.  Units Pct. Units Pect.

SWISHER INT'L, INC.
Mass Market Large

King Edward 2596 83 2462 83 2345 85 210 831948 79 1823 78 169 76 151 6.8 134 6.3 118 5.1 104 4.1 105 3.5
Swisher Sweets 4212 135 453 152 4433 16.1 411 16.2 4171 169 4084 175 400 179 391 17.7 402 188 422 181 439 19.5 576 19.2
Universal 6298 2.0 58 20 58 21 46 1.8 41 1.7 33 14 29 13 26 1.2 24 1.1 21 0.9 21 0.8 24 08
Swisher Sweets 13 04 13 04 11 0.4 10 04 9 04 9 04 10 04 " 0.5 12 0.6 10 0.4 8 0.3 25 0.8

Sub-Total 756.7 243 7702 259 746.7 27.0 677 26.6 661.9 269 632.7 27.1 608 27.2 579 26.2 572 26.8 571 245 632 247 730 243

Premium Large

Bering 19 06 18 06 16 06 13 05 10 04 8 03 9 04 8 04 8 04 8 0.3 9 0.4 10 0.3
Other Premium NA NA  NA NA NA NA 3 01 3 01 2 041 3 041 4 0.2 4 0.2 7 0.3 11 0.4 18 0.6
Sub-Total 19 0.6 18 06 16 0.6 16 06 13 05 10 04 12 05 12 0.5 12 0.6 15 0.6 20 0.8 28 09
Totat 776 250 788 265 763 276 693 273 675 274 643 275 620 27.8 . 591 26.7 584 273 586 25.1 652 255 758 253
HAVATAMPA INC
Havatampa 191 61 198 67 199 72 203 80 203 85 210 90 220 98 225 10.2 228 107 234 100 237 9.3 258 8.6
Phillies 160 51 157 53 154 56 157 6.2 152 62 148 63 160 7.2 181 8.2 236 11.0 298 128 348 13.6 462 * 154
Sub-Total 351 113 355 119 353 128 360 142 361 147 358 153 380 17.0 406 18.4 464 21.7 532 228 585 22.8 720 24.0
PHILLIES
Erk Filter Natural 58 1.9 51 1.7 46 1.7 42 1.7 41 1.7
Erik Filter Menthol 28 0.9 25 08 22 0.8 21 0.8 21 0.9 70 3.0 67 3.0 62 28 58 2.7 45 1.9 46 1.8 - -
Erk Filter Cherry 17 0.5 14 05 14 05 12 0.5 12 05 .-
Sub-Total 103 3.3 90 3.0 82 30 75 3.0 74 30 70 3.0 67 3.0 62 2.8 58 2.7 45 1.9 46 1.8 - -

TOTAL HAVATAMPA INC. 454 146 445 150 435 158 435 17.¢% 435 17.7 428 183 447 200 468 212 522 244 577 247 631 24.6 720 24.0
“Erik now incorporated in Phillies brand share

CONSOLIDATED CIGAR

Consolidated . :
Muriel 250 80 232 78 219 79 203 80 197 80 187 80 180 8.1 160 7.2 146 68 120 5.1 110 43 100 3.3
Dutch Masters 200 64 176 59 165 60 154 6.1 146 59 139 6.0 134 60 126 57 118 55 103 4.4 116 4.5 138 4.6
El Producto " 117 38 105 3.5 95 34 90 35 87 35 83 36 79 35 74 33 68 3.2 55 24 50 20 53 1.8
Backwoods 41 13 39 13 36 1.3 36 14 37 15 37 16 36 16 34 15 40 1.9 50 21 66 26 98 3.3
Others 75 24 56 1.9 47 1.7 44 1.7 44 1.8 44 19 44 20 42 1.9 45 2.1 65 2.8 75 29 101 3.4
Sub-Total 683 220 664 223 562 204 527 20.7 511 207 490 21.0 473 212 436 19.7 417 195 393 168 4117 16.3 430 16.4
Amarican Clgar
Antonio y Cleopatra 138 4.4 131 4.4 106 38 100 39 96 3.9 96 4.1 102 4.6 102 4.6 100 4.7 97 4.2 106 4.1 124 4.1
La Corona 40 13 27 0.9 20 0.7 18 0.7 18 0.7 177 07 15 0.7 10 0.5 11 0.5 11 0.5 1 0.4 13 0.4
Roi-Tan 38 1.2 26 0.9 21 0.8 18 0.7 16 0.6 14 0.6 13 0.6 12 0.5 10 0.5 9 04 8 0.3 7 0.2
Casa Silva 4 04 3 01 - - - - - - - - - - - - - - - - - - - -
Others 5 02 5 0.2 - - - - - - - - - - - - - - - - - - - .
Sub-Total 225 72 192 6.5 147 53 136 54 130 53 127 5.4 130 58 124 5.6 121 5.7 117 5.0 125 4.9 144 47

Total Consolidated 908 292 856 288 709 257 663 26.1 641 26.0 617 264 603 27.0 560 253 538 252 510 219 542 21.2 634 211



[Table 3: Sales of Large Cigars & Cigarellos (Miilions) (continued)

GENERAL CIGAR
White Owl
Garciay Vega
Robert Bums
William Penn
Tijuana Smalls
Others

Total
MIDDLETON
M&N STANDARD CIGAR
Rigoletto
Cuesta-Rey and others
Total

HOUSE OF WINDSOR

UNIVERSAL CIGAR
Optimo

CORRAL WODISKA Y CO.

Others

Grand Total

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Units Pct. Units Pct. Units Pct. Units Pcl. Units Pct. Units Pct. Units Pct. Units Pct. Units Pct. Units Pct.  Units Pct. Units Pct.
165 53 150 50 135 49 118 46 112 45 114 49 115 51 116 52 118 55 124 53 164 6.4 184 6.1
118 38 125 42 128 46 118 46 114 46 112 48 110 49 110 50 109 5.1 106 45 107 4.2 138 46
115 3.7 99 33 85 3.1 71 28 61 25 61 26 58 26 57 26 55 2.6 50 21 100 3.9 87 29
82 26 75 25 67 24 57 22 56 2.3 51 22 50 22 50 23 49 23 46 20 47 18 44 1.5
53 1.7 51 17 48 1.7 45 1.8 39 16 39 1.7 37 1.7 36 1.6 37 1.7 38 1.6 37 1.4 34 11
40 13 38 13 27 10 22 09 20 08 20 09 19 09 17 08 17 0.8 22 0.9 37 1.4 40 1.3
573 184 538 18.0 490 17.7 431 169 402 163 397 171 389 174 38 175 385 180 386 164 492 19.1 527 175
NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA 220 8.6 310 10.3
35 141 33 1.1 30 1.1 27 1.1 26 1.1 24 1.0 22 10 22 1.0 22 1.0 21 0.9 22 0.9 23 08
23 0.7 21 0.7 21 0.8 21 0.8 21 0.9 20 0.9 19 0.9 21 0.9 21 1.0 23 1.0 23 0.9 24 0.8
58 1.9 54 1.8 51 1.8 48 19 47 1.9 44 1.9 41 1.9 43 1.8 43 2.0 44 1.9 45 1.8 47 1.6
73 23 70 2.4 65 2.4 63 25 62 25 61 2.6 60 2.7 59 27 57 2.7 52 22 42 16 30 1.0
57 1.8 - - - - - - - - - - - - - - - - - - . - -
33 1.1 - - - - - - - - - - - - - - - - - - - - - -

178.0 5.7 222.0 7.5 248.0 9.0 208.0 8.2 201.0 8.2 146.0 6.3 740 3.3 104.0 4.7 7.0 0.3 179.0 7.7 (63.0) (2.5} (26.0) (0.9)

3,110 100% 2,973 100% 2,761 100% 2,541 100% 2,463 100% 2,336 100% 2,234 100% 2,211 100% 2,136 100% 2,334 100% 2,561 100% 3,000 100%



Table 4: Sales of Little Cigars (Millions) | ’

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996E
Units Pct. Units Pct. Units Pct. Units Pct. Units Pct. Units  Pct.  Units Pct.  Units Pct. Units Pct. Units Pct. Units Pct. Units Pct.

SWISHER INT'L INC.

Swisher Sweets Little NA NA NA NA 1772 15.3 2233 19.2 2806 243 3199 262 3851 297 4315 324 4557 354 4905 355 5315 37.7 596.2 40.0
Other NA NA NA NA NA NA NA NA NA NA NA NA 18.1 14 16.7 1.3 238 1.8 298 22 33.2 24 35.8 24
Total NA NA NA NA 1772 15.3 2233 19.2 280.6 243 319.9 262 4032 31.1 4482 33.6 4795 372 5203 376 564.7 40.1 6320 42.4
CONSOUIDATED
Dutch Treats 530.0 43.3 4560 46.7 4620 399 4830 414 4790 41.6 462.0 379 4535 35.0 4400 330 - - - - . - - -
Super Value - - - - - - - - - - - - - - 17.0 1.3 - - - - - - - -
El Pro - - 200 2.0 220 1.9 23.0 20 225 2.0 19.0 1.6 17.5 1.3 50 0.4 - - - - - - - -
Muriel Sweet - - - - - - - - 13.5 1.2 12.0 1.0 11.0 0.8 6.0 0.5 - - - - - - - -
Sub-total 530.0 433 4760 48.8 4840 418 506.0 434 5150 447 493.0 404 -4820 372 468.0 35.1 - - - - - - - -

American Cigar

Roi-Tan(85mm and 100mm} 40 03 20 0.2 - - - - - - - . - - - - - - - - - - - -
Antonio y Cleopatra{100) 6.0 05 3.0 0.3 - - - - - - - - - - - - - - - - - - - -
Deringer - - - - - - - - - - - - - - - - - - - - - - - -
Others - - - - - - - - - - - - - - - B - - - - - - - -
Sub-total 10.0 0.8 50 05 . - - - - - - - - - - - - - - - - - - -

Grand Total 540.0 441 4810 49.3 4840 418 5060 434 5150 447 493.0 404 4820 372 4680 35.1  455.0 353 4150 30.0 3700 26.3 3400 22.8

TOBACCO EXPORTERS INT'L
(USA) Ltd. of Atlanta .
Winchester 4540 371 398.0 40.8 3930 339 3870 332 3840 333 366.0 300 3590 27.7 3550 26.7 3450 268 346.0 250 3340 237 316.0 21.2

HAVATAMPA INC.
Omega Natural 855 105 09 8.1 o8 72 06 64 05 54 05 )
Omega Natural 100s 133 27 293 30 259 22 238 20 216 18 ) 300 27 380 29 350 26 . . ; ; . . ; .
Charry 100s 33 03 27 03 20 02 16 01 34 - 03 ) . .
Menthol 100s 29 02 22 02 18 02 13 01 32 03 )
Sub-Total Havatampa (Omega) 500 4.1 423 43 369 32 331 28 336 29 330 27 380 29 350 26 . ; ; . . . ; ;
Between the Acts (30mm) . 360 29 30.7 a1 278 24 264 23 253 22 ) 360 30 360 28 320 24 . ; . . ; . . .
Madison (80mm) 25 18 191 20 169 15 155 13 141 12 )
Hav-a-tampa - - - - - - . - - - 17.0 1.4 210 16 26.0 20 - - - - - - - -
TOTAL HAVATAMPA 108.5 B9 92.1 9.4 81.6 7.0 75.0 6.4 73.0 6.3 86.0 74 95.0 7.3 93.0 7.0 96.0 75 109.0 7.9 126.0 8.9 139.0 99

LANE LIMITED
Captain Dlack - - - - - - - - - - 34.0 28 35.0 2.7 4.9 a7 52.3 41 653 4.7 615 4.4 75.6 5.4

HOUSE OF WINDSOR
Little Nippers . - - - - - - - - - - - - - 4.0 0.3 8.0 0.6 5.0 0.4 3.0 02 15 0.1

Change in Inventory 1227 100 5.2 05 234 20 (25.4) (2.2) (100.0) (8.7) (80.1) (6.6) (77.9) (6.0) (85.1) (6.4) (147.8) (11.5) (77.6) (5.6) (51.2) (3.6) (14.1)  (0.9)

Grand Total 12252 100% 976.3 100% 1,159.2 100% 1,165.9 100% 1,152.6 100% 1,2188 100% 1,296.3 100% 1,332.0 100% 1,288.0 100% 1,383.0 100% 1,408.0 100% 1,490.0 100%
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Sales of Premium Cigars in the U.S
Derived from Tracking Class H Imports from 8 Key Countries
(in thousands of cigars)
1977 1981 198 1989 1999 1991
Canary Islands/Spain 21,357 5,862 1,154 558 260 179
Dominican Republic 5,803 33,740 41,418 46,492 52,114 48,297
Honduras 15,789 23,111 27,108 24,174 29,864 32,485
Jamaica 13,398 17,616 17,906 9,247 9,443 7,526
Mexico 8,150 12,275 8,027 7,934 7,391 6,781
Nicaragua 13,408 8,286 4,571 0 1,249 1,580
Panama 0 0 237 376 450 317
Philippine Rep. 582 652 1,166 907 597 657
Totals 78,482 101,542 101,587 89,688 101,368 97,822
1992 1993 1994 199 199%
Canary Islands/Spain 0 43 110 431 1,678
Dominican Republic 46,775 55,401 66,300 81,093 138,622
Honduras 38,498 37,676 40,809 53,474 .83,719
Jamaica 6723 8,246 10,972 15,339 15,545
Mexico 5,859 6,987 6,470 9,680 14,476
Nicaragua 833 994 605 3,525 18,036
Panama 210 265 238 308 680
Philippine Rep. 463 363 369 429 1519
Totals 99,361 109,975 125,873 164,279 274,275
Country Declared Value (Dollars) Average Value Per 1000
of Origin 1996 1995 19% 1995

Canary Islands /Spain $1,768,542 $435,125 $1,053.9 |  $1,009.57
Dominican Republic 105,991,549 52,736,367 $764.61 $650.32

Honduras 39,635,061 19,664,817 $473.43 $367.75
Jamaica 9,103,480 8,160,379 $585.62 $532.00

Mexico 10,649,755 5,722,038 $735.68 $591.12

Nicaragua 9,266,361 878,774 $513.77 $249.30

Panama 553,745 204,104 $814.33 $662.68

Philippine Rep. 962,080 137,939 633.36 $321.54

Totals $177,930,573 $87,939,543 $648.73 $535.31
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1995 1996 % Change
CULBRO, CORP.
Macanudo Cigars 0.2 1.6 NM
Partagas Cigars - 0.1 -
Others 0.1 0.1 -
Total 0.3 1.8 NM
MACANDREWS & FORBES HOLDINGS
Don Diego Cigars - 0.4 -
H. Upmann Cigars ‘ < 0.1 0.4 NM
Te-Amo Cigars 0.1 0.3 NM
Other 0.1 - -
| m———— ————
Total B 03 11 NM
RICHMONT AG
Dunhill Cigars - 0.2 -
Winchester Little Cigars - 0.1 -
Total S 0.3 -
TRIPLE C ACQUISITION CORP
Consolidated Cigar Corp Cigars - 0.1 0.3 NM
THOMPSON CIGAR CO - 0.3 -
SWISHER INTERNATIONAL
Swisher Sweets Little Cigars - 0.3 -
DAVIDOFF OF GENEVA INC
Davidoff Cigars 0.1 0.2 100.0%
TE-AMO Cigars 0.1 - -
TOTAL ' 0.8 4.3 NM
Source: Wheat First Butcher Singer Research and Leading National Advertisers, Inc.
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Index of Cigar Usage by Demographics Characteristics of All Adults
Index: 100

According to 1996 Mediamark Research data, the most likely profile of a cigar purchaser
is as follows:
*Male
*18-44
*White
*High School Graduate, Attended or Graduated from College
*Employed Full-Time
*Single or Parents
*Living n a household with 3 or more persons
*Living in a household with an income of $10,000-$19,999 or $50,000-$74,999
*Living in a household with children under 5 years old
“Living in the North Central Region

Age - Sex

18 -24 25-34 35-44 45 - 54 55-64 65 or over Male Female

151 135 122 71 38 ‘;‘41 100 -

Educational Status

Marital Status Not
————————————— e e o e e e s o e High School High School  Attended College
Married Single Other Parents Graduate  Graduate College Graduate
91 123 94 115 62 114 109 102

Household Income

Less Than $10,000- $20,000-  $30,000- $40,000 - $50,000- $60,000- $75,000
$10,000 $19,999 $29,999 $39,999 $49,999 $59,999 574,999 and Over

79 156 83 94 85 103 104 91

Any Child n Household

Under 2t05 6 1o 11 12017 Census Region
2 Years Years Years Years e e e e e e
mremmememens eeesseerees eeeeeeeee Northeast South North Central West
123 130 95 94 et e R
95 84 128 99
Employment Status ;
e e e e e e e e e Household Size
Not o e
Full-Time  Part-Time  Employed 1 Person 2Persons  3orMore
117 81 64 79 88 111
Race '
White Black Hispanic
104 83 58

Source: Mediamark Research, Inc.

This communication is not an offer to sell or solicitation of offers to buy any securities mentioned herein. While the information herein has been oozined from sources we believe to be reliapie. its
accuracy and completeness are not guaranteed. Opinions expressed herein are subjec! to change without notice. The firm and its respective officess. cirzctors. stockholders, or employees may mairiain
positions in soma of the secunties and/or options on the securities mentioned herein. Further information on the securities mentioned herein is avadz™= upon request. Wheat First Butcher Singar is 2
trademark of Wheat, First Securities. Inc , P. O. Box 957, Philadelphia, PA 19105; P.O. Box 1357, Richmond, VA 23211.
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Philip Morris Considers U.S. Cigar Market

hilip Morris USA has begun re-

search and development on a

line of cigars that could be mar-
keted in the U.S. in six to nine
months, according to a Chicago Tri-
bunc report citing insider knowl-
edge. The cigars are unlikely to be
marketed under a name tied to
Philip Morris’ line of cigarettes, the
sources say.

Manhattan-based Philip Morris,
who’s Marlboro cigarette brand out-
sells all brands of rival R.J. Reynolds
Tobacco combined, hasn’t launched

a new brand in two years ago. Lco
Burnett Co., the company’s princi-
pal advertising agency, is said to be
working on the cigar line.

If Philip Morris ventures into
cigars, competitors in the U.S. ciga-
rette industry may follow soon,
speculates the Tribunc, noting that
cigarette firms may be drawn to al-
ternative profit centers. In some
overseas markets, Philip Morris al-
ready distributes cigars under a va-
riety of labels, but the firm doesn’t
currently manufacture them.
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Trendwatch

VENDING HUMIDORS

Retail opportunity or high-profile competitor?

rapidly expanding con-

sumer interest in premium

cigars continues to attract

new distribution channels

and methods of capitalizing

on consumer demand. In-
creasing customers” access to fresh cigars
is taking an entreprencurial tone.

As such, it was only a matter of ime
before automated retail units would ap-
pear, m this case under the form of
“vending humidors.” Two companies
are currently vving for their stake in this
brand new arena: Cigar Vending Corpo-
ration of New York, which unveiled its
first prototvpe unit at the Long Island
Brewing Co.in Jerhico, New York, in
January, and the Critical Solutions
Group Cos . which mtroduced its ma-
chine — the CigarSir — at the Galileo
Restaurant in Washington D.C., in
March

Both companys’ units offer ad-
vanced temperature and humidification
maintenance and monitoring systems to
keep cigars in proper condition at
70°F/70% k11, and both accept major
credit cards.

“Being first to invent a vending hu-
midaor is a natural progression for us,”
says Rudy Kraus, vice president of
Cigar Vending Corp. “We already have
the experience with humidification
through...Data Support Assaciates, Inc,,
where we are involved in supplying
specialty humidification for industries
such as cigar storage tacilities and cigar
stores.”

Cigar Vendig's unit takes a visually
classier approach, featuring a furniture-
grade oak cabinet. The humidor holds
over 200 cigars priced from S5 to S10. The
Jerhico prototyvpe machine featured a lim-
ited selection — three Flonduran brands
called 11 Fiore D'Oro, Don Salvatore, and
Rogelio in three sizes cach. Steve Fried-
man, president of Cigar Vending, says
plans are underwvay o widen the brand

selection. An LCD serolling display {ea-

32 March/Apnil 1997

R g g N

The contenders are, from left, The Vending Humidor from Cigar Vending
Corp.; and the CigarSir from The Critical Solutions Group .

tures additional highlights about the
available product tvpes. Customers can
also call-in direct, quantity orders for cig-
ars via a telephone located on the side of
the machine. A temperature and humidi-
ty alarm is equipped with a remote
modem that notifics an offsite monitor of
improper conditions. A bill validation
svstem accepts $3, 510, and $20 bills,
CigarSir utilizes state-of-the-art robot-
ic arm technology and vends up to 25 dit-
ferent brands with total capacity of up to
1,000 various sized cigars in a hand-cratt-
ed cedar interior. Prices for a premium
cigar range from $2 to $18. The unit ac-
cepts up to a SHX bill. The company also
introduced its own premium agar, the
CigarSir CSlnaugural Limited Edition
MCMXCVI, a handmade Dominican.
“Presently premium cigar smokers
are forced to purchase cigars from sparse-
Iv located tobacco retailers during normal

business hours or stock pile cigars in per-

sonal or rented humidors,” savs Joseph
Preston, Principal of The Critical Solu-
tions Group Cos.

According to the manufacturers, po-
tential sites for the machines include
country clubs, private clubs, golf courses,
casinos, bars, nightclubs, pubs, and
restaurants. With tougher FDA regula-
tions restricting minor's access to ciga-
rette machines on the horizon, though,
both companics may find long-term ditti-
culties in with such planned sites as <ki
resorts, Supcrnmrkcls, nirporls, and train
stations.

Cigar Vending offers franchise deals
tor its machines, whereby gross sales
are shared. CigarSir sells its machines
outright, priced from $10,300 to 513,500,
dependmg on configuration. CigarSir's
reston savs that retailers, who already
have access Lo cigar supplics, have been
among those considering vending hu-

midor purchases. S
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JAMA, December 18, 1996—Vol 276, No. 23

Nicotine Content and Health Risks of Cigars

Although much has been said about the health risks associated

with cigarette smoking, one hears relatively little regarding the
hazards associated with cigar smoking. Could you provide a health-
oriented analysis of these 2 products as to composition (types of to-
baccos), noxious components (eg, tar, nicotine, carbon monoxide),
and rigks related to their long-term use?

MD, Pennsylvania

Most modern tobacco research has focused on the com-
position, use, and effects of cigarettes, but it is clear that
cigars are also toxic and addicting. Cigarette smoking results
in the premature death of approximately 50% of smokers.'
Cigar and cigarette smokers have a similarly increased 1
of laryngeal and oral cancers; however, the risk of lung can-
cer and chronic obstructive lung disease is lower in cigar
smokers.® Cigarette but not cigar smoking has been defini-
tively shown to be a risk factor for coronary heart disease.*
A variety of tobacco types are used to produce cigarettes

Questions and Answers 1



Physical Characteristics of 10 Cigars Seiected at Random From a Cigar

Retailer in Baltimore, Md. November 1 '
pRoemmmme———— e e o

Total
Nicotine Nicotine
Length, Diameter, Waight, Concentration, Content,

Code mm mm ] mo/g mg pH
At 88.0 8.0 0.77 14.95 18.59 8.2
8 79.0 8.0 1.12 9.00 10.08 6.6
[+ 124.0 17.0 9.568 17.40 188.30 8.8
0 125.0 120 4.20 4.70 19.74 7.55
3 138.0 17.0 12.60 8.43 106.22 7.3
F 148.0 12.0 5.78 10.74 82.07 7.18
G 149.0 16.0 10.08 7.7% .97 7.85
H 170.0 17.0 15.37 16.35 251.30 6.85
| 198.0 20.5 22.00 22.00 444.00 7.1
J 2135 18.5 2129 8.90 189.50 8.2

]
*Nicotine content was determined by the HPLC method.** Smoke pH was not
assessed: howsver, we determined the pH of the tobacco by suspending 2 g of
tobacco in 10 mL of water, mixing, then testing at fixed mtervais up to 60 minutes.”
1This cigar was equipped with a plastic mouthpiece that added 32 mm of length
and 0.34 g of weight 10 the values presented.

and cigars. Cigarette tobacco is generally flue cured, result-
ing in a mildly acidic product (pH range, 5.5-6.5), but the
slower curing methods used in cigar tobacco typically render
a mildly alkaline product (Table). Because nicotine has a pK,
of 8.0, it is readily absorbed through the buccal mucosa when
delivered from alkaline smoke, whereas the acidic smoke of
cigarettes must be inhaled to permit effective absorption.
Tar and carbon monoxide (CO) are combustion products pro-
duced when cigars and cigarettes are burned. The tobacco
and tobacco combustion products are the primary source of
biological toxins, although the possibility that various addi-
tives may contribute to health risks has not been ruled out.

The main problem in assessing the level of dependence and
risk of disease in individual cigar smokers is the wide varia-
tion in product types and patterns of smoking. As shown in
the Table, among 10 commercially available cigars, weight
ranged from 0.77 to 21.29 g and nicotine content from 10 to
444 mg. Cigars with the highest pH values might provide
more rapid delivery of nicotine than cigars with lower pH but
higher nicotine content.” Size is not an accurate predictor of
nicotine content because of variation in nicotine concentra-
tion. In contrast, cigarettes are more homogeneous, ranging
in length from about 70 to 120 mm and weighing somewhat
less than 1 g. Cigarette nicotine content ranges from 6 to 11
mg, of which the smoker typically obtains 1 to 3 mg.5*°

How people smoke is also a strong determinant of toxin
exposure and probably of the risk of dependence and other
diseases. With respect to cigarettes, most smokers inhale the
smoke of a pack or more of cigarettes per day. taking an av-
erage of 10 puffs per cigarette over 6 minutes.”® Thus, nico-
tine and CO intakes are well correlated with cigarettes
smoked per day.!" In contrast, some cigar smokers actively
inhale very little (although they inadvertently inhale the en-
vironmental smoke), whereas others regularly inhale; in
noninhalers, nicotine levels could be elevated with minimal
evidence of CO absorption.”

Cigar smokers might spend an hour smoking a single large
cigar, and these cigars may contain as much tobacco as a pack

1858 JUAMA, December 18, 1996—Vol 276, No. 23

of cigarettes (Table). Moreover, the common practice of
holding an unlit cigar in the mouth could enable nicotine ab-
sorption. Thus, consumption of a few fat cigars could produce
the daily burden of smoke exposure produced by the con-
sumption of a pack of cigarettes.

A further complication is that cigar smokers who initially
smoked cigarettes and/or continue to smoke cigarettes are
more likely to inhale cigar smoke than those who have never
smoked cigarettes.! It may be difficult for former cigarette
smokers to smoke cigars without inhaling because inhalation
is required for the rapid effects of nicotine to which cigarette
smokers are accustomed. Thus, there may be less risk reduc-
tion for a patient who switches from cigarette to cigar smok-
ing than would be suggested by population data.’*

Although cigar smokers as a group appear to be at lower
risk for certain causes of death than cigarette smokers, indi-
vidual cigar smokers may exceed typical cigarette smokers in
their intake of nicotine and other toxins, depending on the ci-
gar type smoked and how they smoke it. The number of ci-
gars smoked per day provides little predictive information.
Unfortunately, there is little publicly available information to
help consumers estimate their likely level of exposure from
specific cigar brands. This is also true of smokeless tobacco
and pipe tobacco.
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Incorporating Cigars and Pipe Tobacco into theé Regulatory Scheme

Advertising

Advertising and promotional restrictions for cigarettes and
smokeless tobacco can be applied across the board to cigars
and pipe tobacco with the possible exception of internet
catalogs (Cigar manufacturers, retailers and promoters
operate a diverse array of web sites. See discussion below
about mail order for this category).

Availability
Cigars and pipe tobacco should not be self-service items.

Cigars and pipe tobacco should not be available from vending
machines.

Retailers should be held responsible for selling cigars and
pipe tobacco to minors.

There is a fairly large and diverse mail order cigar and
pipe tobacco business. Much of this activity apparently
involves expensive cigars. It is not clear how large this
market is. If it is substantial, it may be reasonable for
mail order sales in this category to be permitted in a
limited manner. This might be modeled on the way liguor
sales by mail are limited: Only credit card orders are
taken, delivery is only to the billing address, and only
premium priced products are sold through the mail. There
might also be a minimum order size requirement. Any
provision which permits mail order under some circumstances
for cigars and pipe tobacco should be subject to review by
FDA as experience is gained.

If mail order is allowed, it may be reasonable to permit
retailers to operate text-only web sites for this purpose,
but only if each site is registered with the FDA and if the
FDA reviews them on a regular basis and is able to limit
their activities if problems develop.

Warning labels

The FDA should develop a system of warning labels for cigars
and pipe tobacco through its routine rule-making procedure.
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TC: Jerold Mande FROM: John Slade, M.D.

DATE: 13 August 97

Number of pages: ( r7 (including cover)

Here 1s the information I promised.

Among those who you might try to draw in for the September
meeting is Greg Connolly because of his work on the additives and
nicotine disclosure regulation in Massachusetts.
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13 August 97

Jerold Mande

Senior Advisor to the Director

White House Office of Science & Technology Policy
Old Executive Office Building, Room 346

17th Street & Pennsylvania Avenue, NW
Washington, DC 20502

Dear Jerry,

Thank you very much for the time and careful attention
you gave to the concerns I brought to you the other day about
cigars.

This fax includes some material I did not have with me on
Monday and clarifies several things we talked about.

Two studies show that more kids are using cigars than
are using smokeless tobacco.

The survey done among ninth graders (median age 14
years old) in Erie (urban) and Chautauqua (rural) counties
in New York by the Roswell Park Cancer Institute
published in the MMWR last May (tab B from Monday’s
notebook) includes the following information:

Tel: 301/656-3620 ¢ Fax: 301/656-3815

E-mail: asamoffice@aol.com » Homepage: http://members.aol.com/asamoffice
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Group Tobacco Percent of ninth graders
Product currently using (30 days)
Erie County Cigars 12.7%
Smokeless 3.5%
Chautauqua Cigars 14.8%
County Smokeless 7.3%

In this survey, males were more likely than females to have used within the
past 30 days (19.5% vs 6.1% in Erie County and 24.0% vs 5.3% in
Chautauqua County).

Similar results were found in a survey of 7-12 grade students in Massachusetts
which the Department of Public Health reported this past May. (pertinent
tables attached.)

Owerall, current use of cigars was nearly three times as common among 7-12
grade students in Massachusetts, Among 7-12 graders, 4.5% had used
smokeless tobacco in the past 30 days while 12.2% had smoked a cigar,

Among females, 6.2% were classified as current users of cigars while only

0.8% were current users of smokeless. Comparable figures for males were
18.2% and 8.3%. This pattern was evident at every grade level and ethnic
group and carried through across communities of widely varying sizes. In
other words, this was a very robust finding.

A story published in the Boston Herald on 11 August (enclosed) describes this
phenomenon. It emphasizes that the cigars used by kids are the inexpensive,
machine-made ones, not the expensive ones,

Most of the increase in cigar consumption has been in the inexpensive
part of the market.'

Between 1993 and 1996, the market for non-premium cigars increased from
2,023 million to 2,810 million, an increase of 787 million pieces.

! The material at tab C that I gave you on Monday, combined

with data from USDA’s publication, Tobacco Situation Outlook
Reporter (April 1997) permits the construction of the three

tablees that are attached.
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The increase in the non-premium segment over this period is nearly three
times greater than the entire premium market in 1996, 280 million pieces.

The increased visibility premium cigars have achieved in the past few years
seems to have pulled along non-premium cigars to a remarkable degree, Most
of the promotion of cigars at the level of popular culture has not focused on
brands, and since the cigar market is dominated by a few companies with
diverse offerings across the spectrum, all parts of the business have benefitted
from what has mainly been a marketing focus at the high end.

Legislation on tobacco can treat cigar companies differently from cigarette
companies,

The fact that cigar companies have not been defendants in the lawsuits related
to the Proposed Resolution should not be a barrier to including cigars under
FDA jurisdiction under federal legislation.

Cigar manufacturers can be exempted from any feature of legislation which is
tailored to defendant companies and others which make cigarettes and
smokeless tobacco such as requirements for payments into a settlement fund.
As it stands today, the settling companies are not pressing for cigar makers
(other than makers of little cigars, perhaps) to contribute to the settlement
funds. It would be surprising for there to be pressure that cigar makers
receive such treatment were the legislation to give FDA jurisdiction over
cigars.

I will keep you apprised as I come across further information about this and
related topics,

Johi\Slade, M.D,

Committee on Nicotine Dependence
American Society of Addiction Medicine

Attachments
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David B. Mulligan, Commissioner, Department of Public Health
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'Tabla 1

Weighted Sample and Population Characteristics of 6th-12th Grade Public 8chool
Students
1096 Massachusetta Prevalence Study

Semple percent’ Slutc papulation percent
{n=6.84d) (N=442.44])
Number Percent of total Number Pereant af wtal
Grade
NG 1128 {6.3 1018 14.9
7 1043 15.3 ) 1007 14.7
1014 149 936 13.7
9 877 14.3 1029 {81
Y 97 133 1062 1.5
11 867 12.7 507 133
12 Ru2 13 878 12.8
Ethnicin:
White 216 474 5356 789
Jispanic 1544 B ¥ 1 58 8.2
Dlack 1537 2129 569 8.4
Asion ko 3.4 216 32
Native American {8 1.7 81 - 1.2
Total 6844 1000 6844 1000

" Sampic is weighted. See Appendix A for explanation.

Massachuseits Deparoment of Public Health
Prepared by Health and Addictions Research. Inc.



Table 4

Lifetime and Current Use of Tobacco, by Grade
1996 Massachusetts Prevaience Study

Grade
Avg Avp Avg
6 7 ] 9 10 1h 12 S 9-12 7-12
(=1020} (=1006) (=936) (n-1029}) (1064} (r=901)  (r=880) (—1942) (=3873) (2=5816)
L ifetime”
Ciparetees 204 343 498 541 638 645 679 413 624 555
Smakeless T 38 55 128 115 206 2o 260 89 203 165
Cagars : 99 182 26.7 99 2.6 424 424 223 389 33s
Currenl
Cigareties 81 162 260 30.3 1336 389 406 209 Is6 30.7
Smokeless Tobacee 13 4 34 27 63 71 67 24 56 45
Cigars 26 44 109 104 169 R4 154 16 145 122

Alose. CeW enitries are perrentages of stodents reposting use.

" Used at Jeast once m lifetime,
* Used at lcast onve in 30 days prior 10 survey.

Massachusctrs Departroent of Public Health
Prepaced by Health and Addictions Research, Inc.
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Table 10

Lifetime and Current Use of Tobacco, by Gender and Grade
1996 Masasachusetts Prevalence Study

6

Female Male

(=525 (n=49%) (=487) (W=519) (n=AT7) (H=499) (P=539) (A=470} (F=S00) (#=561) (H=176) (W=425) {(w=461) (m—419) (#=2923) (T-2893)

Female Male

.

Female Make

9

Female Male

10

Female Male

1

Female

Male

12

r4

Feroale Male

Avg
7-12

Female Male

dILW  WOYd

T2E5 29 LT8

Lifeitme”
Cigareties 158 254
Smokeless Tobacco 20 59
Cigars 74 123
Current’
Cigareties 57 107

Smokeless Tobacco 0.1 26

Cigars

08 32

329 356
20 84
160 203
190 137
02 25
16 43

4830 515
3 208
193 327
1S 246
o8 57
84 13.0

330 222
13 14
66 149

684 396
3 N7 -
290 S54A%
353 32
12 109
6.1 249

e5.7
75
305

120
0.5
17

63.2
382
5548

353
143
303

630 666
81 457
253 612
366 451
0.6 136
4.1 23.7

56.4 4.4
59 2712
240 4113
323 29.1
A 33
6.2 iB2

't Wd82:L ¢ LB=-EL-8 :d3D 1BOTPBN §,J4038d 3S: A€ IN3S

0L WWBTITT (E-27-88

Nasz. Cell eatries are pescentages of students reporting ase.

* Used at least once in lifetime.
¥ Used a1 least once w 30 davs prior to survey.

Massaxchoseits Department of Public He al
Prepared by Henlth and Addictions Research, bt
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Table 12

Lifetime and Current Use of Tobacco, by Ethnicity, Grades 7 - 12
1936 Massachusefts Prevalence Study

Native Avg
Bhack Asian Hispanic American Whate 7-12
(m=1133) (=301} {n=1235) (7=83) {n=2758) {#=5710)
Lifetime”
Cigsrcties 64 414 3.7 600 558 546
Smokeless Tobacco 95 1 100 20.8 183 3.7
Cigars 2386 15.9 07 18.0 323 299
Cuerent’
Cigaretics 172 20.¢ 265 48.t 327 s
Smokeless Tabacco 1.0 oS 25 52 5.2 : 14
Cigars 15 24 6.6 43 118 104

Note. Cell entries are perventages of students reporting use.
“ Used at least onre in lifetime.
* U= at least once in W days prior 10 Srvey.

Massachusetts Department of Public Health
Prepared by Health and Addictions Research, inc.
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Table 15

Lifetima and Current Use of Tobacco, by Ethaicity and Gender, Grades 7 - 12
1996 Massachusetts Prevalence Study

. Naine
Black Asin Hispanic American White
Female Male Female Male Female Male Female #ale Female Mele
{(n=5619) (m=714) (=158} (r=143) (7=636) (—999) (n=33) (n=50) (m=1393) (r=1366)
Lifetime*
Ciparettes 578 552 364 s32 5890 98 . 7§.E 4437 56.7 550
Smokeless Tobacen 30 151 2 34 37 1656 205 210 6.4 304
Cigars 19.5 310 126 233 195 ”1 26.4 254 2.1 469
Current®
Cigarettes 185 171 17.1 235 289 240 s4.5 17 342 311
Smolirless Tobacco 02 17 11 10 03} 48 11 30 09 9.7
Cigars 63 99 03 60 70 91 23 38 63 20,7

Note. Cell entries are percentages of sudants reporfing wse.

* Used at Jeast once in lifdime.
*Used at [east once in 30 days prior to sarvey.

Massachusens Deparancat of Public Health
Prepared by Health and Addictions Research, inc.
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Table 18

Lifetime and Currant Use of Tobacco, by Size of Community, Grades 7-12
1996 Massachusetis Prevalence Study

o
50,000 25,000. 10,000- 10,000
= H000F 90,000 10,000 25,000 or loss Total
(n 1002) (n=323) (1701)  (n=1597) (n=119)) (N:13816)

Liferime"
(.igarenes 522 623 60.2 5l.a 346 §5.5
Smokcless Tobaecu 9.2 12.4 N2 15.8 175§ 16.5
Cigors 244 26.1 33..9 331 357 13.5
Crarent”
Clgarertes 211 32.4 354 . 293 314 307
Sniokeless Tabacco 2.7 4.5 6.0 5.0 34 43
Cigars 1.7 (3.5 14.8 12.8 10.9 12.2

Note. Cell entries are percentages of students repm'tin; usc.

* Used at least once in lifetime.
"Used at least onca in 30 days prior to survey.
‘ Based on 1990 L&, census data.

Masgsnchusells Dcpﬁnrnenl of Public Heplth
Prepared by Henlth und Addictions Research, Ine.
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cigars as
dangerous
to smoke as
cigarettes?

® 1 tink all lobacco
products ace pratly bao
for you, but I think rCigars
ssen} 8s bad as ciga-
refies because most nos-
mal people only smoke a
cigat a day 3t mosi. Ciga-
rette smokers smoke
about 40 cigarsttes 2

m‘ ~— Don m. '3o
Brighten

@ | think they are just
88 dangerous. They have
1

@ Yes, | think they are
as dangerous bscause

To you, are |

they can give you fung

-y,
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Tempting tobacco

Cigars are vying

for kids’ attention

Ilem-hntyufuprmh,m—
perstms and soclites hus iguited n
trend among teemagera, om-

tﬂndlndw-m-em;ﬁv-
5ts phan to lameh an attack on the fast-
powing fud

An estimated 6 million American teen-
agers — mere than a gquarter of 34 to 19
yearalde — have rmoked all ar part of 2

cigar ie the past yuar, the Centers for Dis-

cave Control reported in May.
“It’s shecking how sany kds bave
smokeldl agurs, and we are ready to start @
very aggressive campaign,” said Creg Con-
nolly, divector of the tobacco contrul pro-
gram for the Massachusetts Departmeat of
Public Besth.

Low prices, celebrily promoLion: und the
uptown life-dyle amoriated with cigars have
ﬂ:ﬂmted to Lheir popularity. Conmolly

“Kids follow what's chic and trendy.” he
said. “Arnold (Schwarzeneggar), Demi
Moore and chdalhmnll sppeared
W oagazives with cigars. Cl'h: movie) ‘Inde-
pendence Day’ was one big cigar commervial.
(t'3 remimiscent of the o0, bark when ath-
letrs hawked cigureltes.”

Kids alvo buy what's Inistend of
purcharing high-end vigary, they sre gomg
for the sorner-siore variety, which, suld
singly. endy cest abeut W cent .

CMOICE: Kids chooss cheap Ciars.

Gl shto Wy Mighas! Cawesns

“1 smoke the Phillies ar the White Owh™
said Jay Geven, 17, of Taupten, whe smokes
aboul five ogmys a month and inhales
*They’re stronger than cigareites”™

Tae repart, the resall of three studies,

*I've Lried them.” said llwm Donnally,
17, of Mamsheld, who smokes cigureties.
“Bul they're wo hansh for me ”

An asssstant of Simply Cigars at
the CambuvidgeSide rallel'iusail be's aeen
more kids try to bey cigurs.

‘ua.)ts.hntncheckwnlthnm
th)d. "“They srent going for high-rusk
oneg.”

Cigse mapulactirers contend the study,
:Mmhhﬁmt&ﬁkmm
cigur smoking, i & sparhed an
unnotessary sttack agaimit the indnstry.

"Wemdmanﬂfummdwlhmoi
cignrs among young peeple.” <aid Nurman

-&mmdmmmd

while there are minors wiwo
h_wmedums-nhm the number of reg-
wlar rigar smoioers (who are teens) is negligi-
Me. Ifit had beea a one -a-year,

ly casont

plessant,
mmage that they need to presest thempetres
to their peers,” Tolman said. “We want (0 Jet
thu: Inew that eigar smoking & daunger-

m:ﬁnthuﬂmmm Tel-
mlwpcsxtwﬂpulyﬂnﬂ’send.mﬁ
um second state Lo re-
quire warring labels on cigwrs (Culifornia
hzs reguired it since the late "R0s).

*We wre nat trying to take avwuy the dgar
that a smekes on occasion,” Tolman

thr tobeces in 2 cigar s the equivalent of 15
dgaretter. And Opaxr smoking poses werions
hllhmls,mdﬂv;wdthnhm,hp.

m well 29 the chance of

ton Medical Center. "There ix no healthy
amount of smoldng.”

Still, f someane wants Lo smoke, they’ll do
it, teens gaid.

“*Ir's samthing [ do whes I hang amond or

relebrale or something,” Ceven aid "]'ll
worry” sbout the health rigdo: biter ™

Id not smohe, ¢
— Sophia Mullings, 19
- Dorcheste

® No, 1 don't hvnk ci
gars are dangerous if yo!

doa't mhale.
— David Bookout, 14
Wesio

® Well, | think cigar -

are more dangerous tha

cigarettes. They hav:

more tobacco and nico

Sins In them. Cigarelte

are smaider,

— Samantha Stiliman, 12
Brockio

® | think both an
equally as dangaseus be
cause they both contsy
he same |

ngredients.
-—h-lllemlc,‘ls

2073340000
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Table 1

Dept of Mecicine=  SCI & TECH POLICY;#15

Consunmption of large cigars and cigarillos, United States
1987-1996, millions

Total US

Year Domestic Sales Imports
minus Exports Consumption
- 1887 2,615 113 2,728
1988 2,419 112 2,531
1989 2,367 103 2,470
1990 2,234 111 2,345
1991 2,137 109 2,246
1992 2,108 111 2,219
1993 2,011 127 2,138
1994 2,191 146 2,337
1995 2,371 185 2,566
1996 2,767 320 3,087
Source: USDA, 1997, 1996 data are preliminary.
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Table 2

Large cigars and cigarillos, United States, 19%3-1996
Premium vs non-premium, millions and percent

Category 1993 - 1994 1995 1996

Non~premium 2,023 94.6% 2,206 94.4% 2,396 93.4% 2,810 90,9%

Premium 115 5.4% 131 5.6% 170 6.6% 280 9.1%
Total 2,138 100.0% 2,337 100.0% 2,566 100,0% 3,090 100.0%
Note: A premium cigar is hand-made, is comprised entirely of natural,

long filler tobacco, and has a retail price of more than $1.00.

Sources: Data on pramium cigars, Maxwell, 1997. Data on teotal U, S.
consumption, USDA, 1997,
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Table 3

SCI & TebA PULLLY»& 1

Year to year change in consumption of large cigars and

cigarillos, United States, 1993-1996,
millions and percent

Category 193 - 94 94 - 95 95 = 96
Non-premiumn 183 92.0% 190 83.0% 414 79.0%
Premium 16 8.06 39  17.0% 110  21.0%

Total ;99 100.0% 2?9 109.0% 524 100.0%.

Note: A premjium cigar is hand-made, i1s comprised entirely of

natural, long filler tobaccec, and has a retall price of

more than $1,00.

Data on prémium cigars, Maxwell, 1997.
U. S. consumption, USDA, 1997.

Sources:

Data on total



