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Minnesota Office of the Attorney General

Hubert H. Humphrey II1
To: Officials Concerned About Federal Tobacco Policy ~ DATE:  April 13, 1998
FROM: Luanne Nyberg, Senior Public Health Advisor PHONE:  215-1533 (Voice)
Minnesota Attomey General’s Office 297-4036 (Fax)

297-7206 (TTY)

[SUBJECT: Details on Minnesota Document Depository Opening

We have fought long and hard to bring all the internal tobacco industry documents
containing secrets about tobacco industry wrongdoing into the public light. Today, we come one
step closer to obtaining that goal as the Minnesota Document Depository opens to the public.
The vast majority of the 26 million pages of documents in 11,500 boxes include tobacco industry
documents that have never before been made public.

The document depository is ran by SMART Legal Assistance and will be open from 8:00
a.m. to 8:00 p.m Monday-Friday. There are computers with a database prepared by the industry
for public use, and 15 viewing areas in which one can review the actual documents and request
copies. The records will be held in closed stacks requiring the assistance of a SMART employee.
For directions and additional information on depository protocol please call 1-800-526-8886.

Unfortunately, despite their power to do so and the express authorization of the court, the
tobacco companies still refuse to disclose the following to the public:

1) The 39,000 allegedly “privileged” documents recently released to us for use in our
trial

2) The 4A indices—- a detailed, computerized roadmap through the millions of pages in
the maze that the industry created for its own use

3) The seven million pages of internal BAT Group documents in the Guilford Depository
4) Documents which the tobacco industry has placed in the nor-formula “trade secret”
Category I

S) All court filings designated by the industry as “confidential” or Category I

The industry has also not released more than 100,000 documents for which they still claim
privilege.
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Prcoect Repoz: Augenz, <§72

MasikezTing innovazisnsbucgesticns:

AT The L35t meeilnt we were asx8é to c:na ep with
ideas Zor a “youtl' cigarette...preduct c©r packaging.

Today we 5h0w yOu & BXezcnh oZ “His ané #ers. Togetherness"
cigareties...ten masciline King Size cigarettes ané ten
feninire slims - in the same box.

N

Eis anc Her jewelry, clozhing and other items are
growing in popularity...perheps & cigaserte chRpitai-
izing on this rrend would find & ready mazkec.
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(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDFR

- J."r,,? ;-i" A P!TTMAr { — O " an 7180 17
e E— . BROWN & WiLLIAMSEN TOBACCO CORPORATION
c.C. TO MR, — o LOUISVILLE, KENTUCKY 40200
= = = _aB_T. Henderson o INTERNAL CORRESPONDENCE .
o W e [l ‘__E Sment (w] < e . s
- = = [ ] iy . .
oA R N /1lb - ] " -F2i
AOWM MR, 2 ‘.
:ATE —Erhruacy 28, 1973 . Lo 2y
SUBJECT ' . : . ok ony
. 3 . . R Ry L]
S P . e . e e t
SRR . e
i Here t& a list lor con:lustons based on Wave XIII and the latast o
Black Study, Only conclustons on which we plea to take acuon _ .
are listed. AT ) ) SR :,
.t.-- T L - s
: ;‘-,,,3 . coucr.us:ous _ o .

‘_,,‘ . L . e ’aﬂv}& ; .‘.. l\-v- L Ce '-_. _" ,- . bl‘

1) KOOL Langs’ female effort appears to be wm-kln&. “From "7
. atadles dating back from 11/5D to the pruosent, total KOOL
WLt e Vas well a8 both KOOL 8émm and KOOL 99mm have shown R <4
"7 growth. KOOL Longa® growth (s averaging 20%, while Salem oy
Longs growth is avcragtng only 13%. Concurrently, the PYT S I
. “segment appears ta be growing at 11% per year over the 3w =0 e
ER I past three years based on jobber data, In terms of female pRc
"+ "+ menthol longs smokers, KOOL Longs‘ female franchise s
S averaging 26% growth while Salem Longs are averaging
IO 11%. Also, KOOL Longs have increased thelr female skew
N 208 ..ovor the last threes years. Salem's 88mm female skew has
" dacllnedldl.recnonalb'. {See Appendlx IA lB IC)
.,' - "';ﬂ\""‘"" \.; ;, . . .

‘\"L

KOOL Muda' amaker roruo R paars to arallal KOOL most K DR
" closely. High fillratlon products skew more female and 50 do
Righ [ltration menthol brands, However, KOOL MIilds have a
. directionally masculice skew. Also, KOOL Milds have not

) i been success{ul ln improving KOOL's vuinerability to other .-
¢ menthol cigarettes (n brand switching., Wave X1 shows that

g KOOL Milds galn almost without exception from KOOL B4 and
‘r_' ;‘_ competitive full taste B4mm prcducts (Sea Appendtx A, IIB)
m.;r_{*}:‘;%; e i _'_.;_.‘g.,,__ LT ':,' ¥ ‘7 Ve e ._..“ ,_-.,-- Yol _',;y.’ ‘. :

- “l ._' - - --,'-

KOOL has shown little or no growth in share of users (n the - |

_ 38+ mge group. Growth i6 from 18 - 28 year olds. AL the . uii~
. present rate, a Emoker (n the 18 - 23 ycar age group will soon
b: three umes as (mportant to KOOL o8 a prospect tn any other

lshn..—’,%h'_} ’:.‘
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. - broad age category A less lopsided growth pattern appears
-+, *for KOOL when examinlng uders of the product bz Bex. S
o (Bee KPPGHHE 1A, 8] _ o ool

. [ AR . .'."".._.-

Y KOOL's racial make-up appears to be stabilizing with over 30% ST
;.- ' SIthe brand's volume golng to Blacks. Growth s comng from - 7%.~
i 77 . Ylacks and whites as well. ereas (n the general market, DR
' growth is with 16 - 35 yeor olds, with Blacks growth ls among - i
35+ year olds. - . . :

The growth of KOOL among Blacks I8 due to hoth the B4mm ' "."
Producl and the 99mm vers(cn as well. Soltness seen with .- . < .
males under 35 (s of concera, This (8 not of grave propore

tion, however, because of the data having only directional o
; o algnu&cauce a.ccordl.ng to Ma:‘katlng Resaarch e =':.; nEN. ,.;'-.il

v %=

S KOOL spends 11 7% ot its budget aga(nst Blacks who com- "“" Ty
- prise about 10% of the adult population. ' Thus KOOL's Al ~L%. it
 among Blacks is 177. KOOL's CPM with Blacks (s calcu- & =~ '
lated by & budget chargeable directly to Blacks of $2, 9289, co0 R
. divided by sales to Blacks of 15.463 billton units.. Thus, the =~ -~ =%
' CPM figures out to §.19/M. With the general market it's . = ..

$.28/M in 1973, 'Eee Appendlx VA, wn wc) — 5

-3 .S . - . ‘,
R . b 0 l‘~ "o . v o . te . . L
o . B ' - . . '
S » ﬂ~,-11 . S
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T RECOMMENDATIOVS

CONFIDENTIAL MINNESOTA TOBACCO LITIGATION

o AT : G
'..'.' _‘a.-,i:,rﬁ fs'ﬂ.'r,"‘u ; .‘r ‘b TR
‘ Because of the success of the "Lady Be Coal" campangn ln
"behalf of KOOL Longs in female magazines, deviations from SRR
the basic approach should nat be attempted at the present time., -‘~
It Ls feit the incluslon of a KOOL Mtlds ortermg would alter !he Do

;i ;- /mpproach proven successful. . -

Because KOOL Milds appear to parallel KOOL perf{ormance,
{t is recommaended that we continue to offer this product with
-generic KOOL. In copy this would employ further use of the 8
. =, "% . mortlse, In medla it would be advertising against the generic & .
ST -7, ‘target audlence. No special media program against older - ¢ E;
" ' smaokers, women or markets of high [iltration development a -
: sppears to be just!ﬂed .

r-_' .. By T T R
; .
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g . -3-_ Q.

KOOL Milds' avallability has not stopped the perplexing problem
. of the brand being vulnerable to other menthols. Generic advar-
., tising with copy almed at menthol competitors has tmled to remady
the situation. Because of this, it-is recommended that the agency
develop new copy for testing ... copy which arrests this vulnerability.

v :
3) KOOQOL'y stake in the {6 - 28 year old populatlon segment s such
that the value of this audience should be accurately weightsd and
reflected in current medla programs. As 2 result, all maga-
zines will be reviewed to sea how efficiently they reach this
group and other gz’-onps u_:well. . #

) ° - . ) »—"“

g -
S 4\ KOOL now uses virtually all all | known vehicles that reach Blacks

o lmely ﬁ al’ﬂelcnuy " Despite tha Tow CPM w w\th Blacks

markets. The annual cost would be $180, 716. With this
additional transit effort, KOOL will cover the top 25 markots
ln terms o! ubsolute numbern of Negron. .
?Black—d{racted copy shonld feature both styles because of 'the.
growth of each KOOL product. Also, KOOL Milds should be
mortised because of its higher performance with Black users
than the population as a whcle

L
LY
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Appendix IA:

11/69
5/70 -
11/70
5/11
11/11
5/72

11/712

Append(x I8:

11/89
5710
11/70
5/11
11/71
5772
11/92

Appendix IC:

11/868
5/70

11/70
5/71 .
11/1
5772

11/12

i@ 00o
U @oos
(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER
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ACTUAL NUMBER OF SMOKERS
KQOOL 89 SALEM 99 .
Total  Male  Female Total Male  Female
—4é ~dz T 82 200 82 ' 138
112 42 10 233 m 156
138 49 88 282 91 181
139 49 80 257 288 169
T 147 59 88 277 104 173
155 71 84 267 80 187
1681 57 . 104 280 100 190
% MALE/FEMALE
KOOL 99 * _SALEM 99
Male Female Male Female
45 55 37 T
38 63 33 v 87
K] ] 64 32 68
35 65 34 66
40 60 38 82
46 T84 30 70
35 85 34 66
. 12 Mo. Maoving Total for MT 99
Jobber Share % Chg. vs. Year Ago
: 5.24 . — co
5. 68 83
8_- 46 + 23. 3%, Q
- 8,48 + 14,19, I~
6. 44 - 3% &
8. 65 + 2.6% %
7.03 + 9,29 (7]
-




07/18/9%

» MINNESOTA TOBA CCO LITIGATION

18:55 FaX

& v/
doos

(B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER

Appendix [IA:

KQOL 84 % LOSSES

11/68 5/70 11/70 s/m1 11/71  s5/72

Compelitive B4 MF T 1.8 - 1.0 - 2.0 - 2.4 - 1% - 3.0
Competitive 39 MF - 4.1 - 2.8 - 3.2 - 3.5 - 3.1 .- 1.%
Y TOTAL -60 -36 -52 -89 .49 -4.1

Appendix IIB:

Menthas! 84
KQO1. 54

Menthol Hi~-Fi 84
KOOL Milds

KOOL Longs

High Filtration

Demographics by sex

M

————

54

40

35

38

r

46
38
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48
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Appendix IUA:

TOTAL KOOL

SEARE OF USERS BY AGE

Wave 18 - 25 28 - 40

41+
i 11/66 3.0 1.2 T
u 6/67 3.5 4.3 4.4
- 11/67 3.8 4.1 4,2
wv §/68 3.8 4.1 4.3
v 11/68 4.4 4.1 4.1
VI ~5/69 4.3 4.6 4.0
Vil 11/68 4.3 4.8 4.2
Z vin 5/70 .B.8 4.4 3.9
= x 11/70 1.4 4.6 4.1
< X s/11 " 8.4 5.2 4.4
<4 X1 11/71 9.4 5.3 4.4
E X 5/72 B.8 4.4 4.1
§ X1 11/72 - 10. 8 4.5 4.2
]
<
g
g Appendix 1IIIB:
7] TOTAL KOOL BY STYLE
E SHARE OF USERS BY SEX
MALE ‘ FEMALE
Wave Mlilds 843 9% . Total TMiuds B4 89 Tatal
1 11/86 — = 3.8 - kN ] - 4.7 = 33
I 5/67 - 4.1 - 4.3 - 4.0 - 4.0
1944 11/81 - 4.0 - 4.0 - 4.2 - 4.2.
v 5/68 - 4.4 - 4.4 - 3.9 - 3.9
v 11/68 - 4.8 - 4.8 - 4.4 4.4
vi .5/68 - 4.8 - 4.9 - 4.7 - 4,7
Vi1 11/89 - 5.1 .5 5.8 - a9 .9 4.8
VI 8/70 - 5.1 .8 5.6 - 3.8 1.1 4.9
X 11/70 - 6.7 .7 7.4 - 4.3 1.3 5.6
X 5/71 - 6.4 .6 7.0 - 4.0 1.3 5.3 .
X1 11/71 - 6.1 T 7.4 - 4.3 1.3 5.6
XII, 5/72 -.. 5.9 .9 6.8 - 3.8 13 5.2
X1 11/72 .3 6.1 | 7.1 .4 4.5 1,7 6.6
g
N
g
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Appendix IVA:

Adult Blacks

v
x .

_Incldence

|
Black Smokers
x

Consumption/Year

Black Market Volume

KQOOL's Share of Users

" KOOL, Black Volume

KOOL Total Volume
KOOL White
KOOL % Black

Black
Study of
6/68

14,100

6,032

14, 4%
7,226
29, 648
22,420

24.4%

2

Black
Study of
4/11

14,700 .

.50

8,673

6,032

52,315

27.4%
14, 334
42, 086
27,752

34.1%

g vy
{foos

\B&W) PROTECTED BY MINNESOTA TOBACCO LITIGATION PROTECTIVE ORDER

.Bla.ck
Study of

12/72

15, 000
.56
8,400

8, 240

29.5%'
15,483
49,535
34, 072

31,2%

200927089
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thoa e 4n - che spproxiuataly  tvincywane yoar shd. ond whder graup. Stastacien ahav,
hovevir; that Litge péchaps” even thiraiving,” ixmiexs Cn'theG zrovp Are bessalag gg
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) became cthe “{u” praduccs vith the rouch grewp. pwmm*whmtmw Eg
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Saversl things will ga <o pake up suy ¢uch nev “youcth™ btrands, the wast
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Table I atteapts £o dafinc some of the movrs faparcaac atfects wxpected ar
decivad frem aggacetta sucking by pra-suckers, learning” smekers and confiramed
smokers. If this lacecylets, subjoctive, u-pu.scu analysis Ls even Appnuu:dy

correct, thare ove shazp, perhaps exploitable, diffarsnces batvaen pra-smokarxs, g
"jeazners” and sonfirsed swokers fa tevms of vha thu expeat or derive frem g
swokisg. Lat us exsxiae thase difZavances. Es

. oz, e gEausanker. sod. Sleaxnart che physinal sffeqte: of snckiag 4ua lavzely. E“

_W.ﬁw.mmmmwmm :The, SXDRcERd v )
daziyd paychialagical siiacts- 33, AAFESlY Seapenathle 20t Snfinmatay The HAmeRLL E

. €9 m;;w mmwnm mastverton ardng sha Fleacaing” paviod

Keep the "lasyeas™ Seing, - derpice chs PRrsical Wplaassaraess snd avkssrdness of

At SE G L e
Powsd”

)

In contrust, oace the "laammning” peviod I3 ovar, the physiasl effecex bacome
of averriding tsportiace snd desirahility te the confirmsd amoker, aad the,
psychelogical sffacts, axcapt the censica-reliaving effece, lazgely vane ia

l.aaertanﬁ: oy disappear. : -

I‘ANDITSCONIB(‘I’SMEELEE':I"

<

g

8

The commou thread bindiag the thrae gToups Cogechar sppears ea be the fact tha §

snoking of ofigarveres affers and provides & degirsd uechantsn Cor cap'tnl wvich che g

stTasses of living, wvhich miy range froo bavedoa tu high ‘cansgen aud fxon ﬁ:t:ul Elg
to high srousal and hypezactivicy. Once this wechanfsm hags been axperiencad and
usad, physicil and pauychologilcal habic paccutns arc firwly escablished azd become

self=perpocruating.

85Ce aerog
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<~ C  prrrcrs DUECTED OR DERIVED FROX CIGARETTE SHUKING
- Pre-Smokasl Le 1 :
. PUYSICAL EFFECTS be
A. MNicatine Ragponss 0 - h-gg
- '! s‘ [ 13- * -2 : '
. EE
. . Havalness Q J—— §
2. RPavay ) + - '_
. Oth el ~ Dryness, Astriagescy, 4te. g ~— ~§
8. Visusl = Pack, efgiracte ind smoke attvidutes 0 +
' a
’_

- B, mgﬁﬁégq Effeces « Hymdlisg, lighting, putung, .
ding, ashisg, extioguishiag - -

- I3. @svcuctoctcar FFYECTS

ITED EXCEFT AS fﬂD'llOED IN 'mﬁ

ONVENTS , &

A _Group YTdane{Picagtoa - Parzicipating, sharisg, N
. - coufiormiag, ess. hand hand e
~— 3. Scress and Borsdom Ralief ~ Buys cise, valid * o 3

Lac¢erTupsion, bridges avkvard tisen and an

aftustions, semechiag to do, acq. =2

C. Self~Imags Enhnucensne - Idencificacion with L g -  aa s - ‘5

valuad persmus, daring, sophistissted, e "E

fraa £o choosd, adule, stc. =32

D. Expevizmaacacics - Tgy someching nev, experimeat, atc. -+ e c §ﬁ

- . 88

3¢ « posieivae Eg

w

0 = coae a

- = negacive )
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( If che abave gaalysis i3 upnwuix cotrect, then the basic thaaa far
promsoting any euuuu ta any grosp sheuld aim, direacly ov {ndireqtly, 4 the
destrabilicy of using & u.vu bsand as 3 uchutu fav copiug vith stress.  Brands §
tailored far the begloning m\:nt sheeld exphioiné ‘the- dnétrabla geyehalaglaal: nﬂu%
swoking, alse: suggescing: he deilrdin JRASLERI 14t ts Vo Gpadced Landr. g
Happily, then, 1t sheuld be ‘passible to siz a etgm:n proasction at m quaazq_
smekar, at the sama tine wakisg Lt aceractiva €o the coafirmed suoker. Tha
taformarion and satline iu Tahla I thea msy be used as a basis fer avrriving ac
sone specifications for new “youth™ brands amd for deteyyining bov they shonld

bs promoted.

I. JPEYSICAL TFYECIS .

Raving fdaucified thase a3 highly destruble to the coufirmad smokar hue
largely wnknoun, wmplessane, sviward sud/or undesireble o a'ﬁ pre-smoker ot
"Learner", the affort heve should ke to affect a compronise te mininize th;
undesirable effacts while rutituing these vhich lster Secome desizadle.

PISTRIBUTED EXCEPT AS PROVIDED  THE COUH'I?

b Wisentuwmspeds < SaE O B IO T I 00,3 i etane

*J "‘7‘\‘”3’!" Qg e

ANDQYE CONTENTS ARE SURJECT TO A COLRT m

8t
1912 Dava-

fot swoke !.rrtt::tu. hence :h swaka should ba as thnd Y VI

" ke ulhimum i ponfiried IREEEEL)T T Fara el abyerption of uusl.m
should b Kape lov ky haldtag pR dout, probakly halov 6. §
3. -] f . . -
J._-_..I.m'sm.-_nbm_ ~ Tha begianiag smokar and fshaler has a lqv ‘:ohné
-

possibla, ‘
2. Flaver - The flavor of tobacco smoke L3 {nfeially foreigs. aod aot 'ipluum:.

One cultivates a taste faf swcke wuch 3 oas leavns co 1.11:. -
olivas or dyy viaes: Pechapa, &= in cha cass of tasce of vater,
_chers 14 oo really "geod™ [laver, only degrees of "bad™ flavor.

" Thus for the beginning smaikexr the clnfuu twake should have a



7716798  18:41 FAX

015
067

sadexate level af dleadad eobacca flaver, but should be

a8 fras a3 posalble from stroag, usplesssnt flavorz such -
(]

for

as stesmy flavor, acc. A “ear” dalivery of ‘12-14 mg/cigxrac
should provide the desizad flavor lsvel.

3. Ocher Mouch Feel - The sooke should be "Hland® wich cespece to
ascriasgency, hotuess, dma’u and the Liks. Again, uu': -
theoty {4 that any mouth offect is sev snd differenc, hanca
should be a3 bnnd' sod fres of cbvicus nagatives as pcs:t!;h.

OUMT ONDER. AND SHALL

USED, SIHOWN on DISTAMOUFED EXCERY AS PROVITIEN 1IN THE FAatipyss ~= -

&, Visual — The puckuge and cigarette should be plessing o the aye, as
- vill be digcussed further belor. Ths szouae aud density of.
axhaled gwoke should be such as €3 ba cleszly vistble and

ect TQ A C

oot thin or sciaty. A tar level of 10-14 mg/cigarecea s

weat this requirsmeatc. _ _
C. Mungpulatfve Effects - Catrying, gpeniag axd using ‘the package shawld b
convenisnc. The cigarette shugld be as loug &a posainlae, p;ahtbly
100 mm, to factiltate lighttng. The tod should be reascasbly fdra,
and = poderavely safg, romnd fillger i al;cuu te usad. The drafe
Tesiscahca prior fo and duxiag au;k&u should be 23 lov as pncti;:l

[ AND TS CONTENTS /

and ahould pot exceed VANTAGE spcc?.zica:znu. The produce should

tequirs, thus, wisizua effort and cara to bxadle 28d use.
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II. PSYCHOLOGICAL EFVECTS
ﬂ‘\ These sxe the expected or devived graeifimacicns vhich {aflueacs a pre-gmoker §

to tTy suocking sud which cuscaim tha huﬁtu suckar during the lazgely phystcally

avkvard and "ﬂliﬂ‘lﬁf "laarniag co smoke™ phate. Thase effects 2150 largely dave

which brand the pre~mmoker will axpotiment and lu.u with. g

) B

.- A - Ofgundigntiftesciog = Pre-suakars Liatn 'to |sioka"co idaatify with sad == Eg

© pasticipace dn ghared. empeviencsy of & 4TI of paseciares. If che g

majoricy of cuds clenest assaciates swoks cigarstcas, theu thecs

is scgoug puychological ﬂmsm.. parcteulsrly e tha youag perecn, <
to ideatily vith cha greup, follow the um.'cu aveid bdeing o.qc
of phase vith the group’s valus ayates even theugh, pavsdoxzically
the grovp valua gystea may estuen fndividualicy. Thiy pravides &
large ineentive to begin smoking. If this be 'ﬁn. thes the asas
affect atrougly iatlvences gha dzand chosem, :8 tkely nt.:i the
populas, "ia" brand used by ones clazg asaociaces.

Thus & nav braad aimed ac the young SMIKAT wuE Zesahov becone
the "4a" brand sad ‘uir premoticd skould exphasizs togstherasas,
beloagiag and group scceptance, vhile sz the szne time euphusizing
{adividuslicy asd "defag wues owm thiag." :

; 306 Tes’ a4 GATIY TVRRSALY 4 porleds of
intexve prychalaffesd styses, rasclismens sud botedos. Muxy
socially avkward situativos sre encoustersd. The atgute er two

THIS DOCUMENT AND TTS CONTENTS ARE SUBJECT TO
8E USED, SHOWN  DISTRISUTED EXCEPT AS PROVIDED

tequirsd go szap -nd uiu a cigaretss, ssk for a Lighs, find an -
ash cray, aad che 11¥e previde somethiag ta do during perioda 03; E
aukustdtess or boredem, end afford & lirele “time—ocuc peried" w,h-gn :
csafroncing 3 scressful sltuatlaa. !on.lng sl30 gives ens un;;g’un; E
ta do wvith the beads, cycs, etc. and zoumeching te talk sbout tn-:n'

sicuzcion vhere othervi®s ona miehe zinslv Aava aaching co do oF say.
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This deairatle attribuca of smokiag should hes streagly
ewphasized In promoting & vev youch braad.
. % The Trigh¥e;  develdiptif §all-dung o of .ths young
o eren seplh Aboat M SRR oAl ikekieentas §8 43N §45, . Shoksey
o A O AT s D g L warie - o Nayey - T8
cos valuas, for exsupld, 88 advenctugeus, sophisclested, sdult

-
-

fmage, snokiug way euhence cues salf-iwage. If caa velues aextats
charactagtistics 1n speciite individuals er cypan and those persans
er cypea smoka, than if sus qlse snokes ke 1s peychologically a

10 Ao

licele aste like the valued {sage. Thls self-imuge snhancencac
effuct has cradicianally beam & atring premeciensl chame for cig
_ brands and ahould concisua ta he ewpbasized.
- .. _Experimengation « Thets 12 a stxong drive in must pucple, nnted.uly
young, to try nav things aud experiences. Thss drive us doude les
ssuy pre-gsckets e0 expavinsnt vich ssoking, aimply becausl fc ix
ghere and chay vaat to knev pare about it. A mew brand offexing

souathing vovel and u.tnuu £ ¢ ] ukd.y t0 4CKTACE qcm:en.

[ ]
¢
|
L
"
=R
E
young asd old, ssd Lf &t eulrc aa advsstaga 1t is 1fkely ©o vetain 2

thase users. §

Thave is amather psyehslogical faoter which d{d not malr
3 €411 iace Table I, duc whick may ba quits {mportant. That citegary O

might be called “Anci-Patsbiishmenc Atcitudes®. It does ot cacer o &
o . .
inre the decisian to srave sookinp dut miy scrongly fnflusace tha.

-
b

brand chasen. Todsy nete than evar, young people tend te rejéac
vhdcever (s sccepead by the "ovu_.-cts:.r:y“ escabhlishuent, uhl.d;"

.
'
1
RLING

Lociudes their pareats. If “Braad I6* (s tha accepted "{a™ drand

vick the establighasnd, 1€ {3 likely chat wany young smekats will
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almest autosscically vejact chat beaud sad scart with someching
elss. They vill morve likely scact vich “Srand 2% vhich L4
bech che ngg¥ ching wich theis closesc age growy aud tha “eue”
ching with tha “evar~thirey” group. PFrobably in codays maxksg,
VINSTOM 43 cha “Brand 30** and Merlbars is ke “Bremd 20%,
Happdly, tlu Maxlbare vilL aventually age eut of {22 “in* pasitiog )
vith youth, au WINSTOM appusss €0 have slvasdy dans. Tow Lo-che =
to lawnch, cha SAXE YRARd. S Macoun tha: o™ clgarerce wiah
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A ¢4asl psychbological factar vhick alag did noc fsll vecAtly
ince Tebls I fnvolves smoking=beglth actizudes. The swokiang
. costrovarsy doss tot Appear iapertant Lo tha greup becaugs,

psycholsgically, s aightesn, ase i3 mu.*m. 1f the

@o1o

g
g

i

desire to be dacing is pare of the wotivatiom o stsrt smoking, the
Finall

allaged viak of smoking wey actuslly maks emoking accraczive.
1f cha "-ua“"'uubunune 1is ptaaching aguinst swolking, the

E

L 50 Depetully. Tans, M&;

sati-astablizhnaat uut!aut discussud sbove vould czuse the youag eogg

vaat ta bo dafisac aai sooke. Thus, a tav bnul atmad at cha ywng
gvoup should not in any vay ba grometed a3 ¢ "huhh" brend, and
" pearhape sbauld cagry soms {uplied risk. Jo this senss the vuraing

« label a2 the package may he a plus.
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' at the youch narket altayld hava.
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Av s polf.t. 1¢ vill be useful ¢o sumarize

(  whac has Been said; ta aduictcadly genesel Carasi

S - Dreduss SR Tesses
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Reoduce Tmags Factogy
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T L.
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Miderate leval of ulcotiny (L.0=1.3 ag/citavesta) deliveved ag pi
($.8~6.0) to laséiw alsy sheevpltion.

Moderace lavel of Mleaded tobaucn flaver (“tes™of 13-16) frune of ;g
undeatveble (e.g. stammy) flavees. -

Bland, seft, metst weuchdesl, vith sintaal frricncy, lassbness, - - %
astyingency, pessibly vary 1ighely aenchslsced. .

In "atandard® tange of dlamscer and firmness, vith resilienc fLlter g!
ar gouchplecs, probably 100 =2 in langth. <
Diffarest packige typs of paciaging mcertal, pehays contataing
fover clgarectos, thegafore less bulsy. - O E 5
Same vizihle navelty or dilfevanes in praduat ar peckage to mat
apart fyom cenveaclomal cigarectas, {deally a*ume:.u of great
sanipulative convenience for degibming snakss.

TAIBUTED ENCEPT AS

Should ewpbastxe parcicizatios, :noduxuu. and udnaup ine ~
graup, cas of tha ;n\v'l priziry vaiues hng {ndtviduslieicy. E
Should de aceangly parceived 23 & mechaatsa for galieving acrass, §

AND ITS CONTENTS ARE S

num, evkwnrdnesa, borades, and the RN

Should h associated vich dafog cne's om thing to be uvwcu-ou-.
diffaxang, sdule, ar vhacaver alse is $sdividually ulv“.

Shauld be pevcaived ae uu sere of nev ixpariesce, :muu.n; n—mus
soms qurissity, eud some ebluugc. )
Should de diffevant {zom established bracds used by thu over-thirty amd
pachaps even aver~tveaty={ivs groups. Yust becvms the praprietazy "if"
thiny of che “youug“ group. |

Shauld noc be perceivad s¢ & “haalth® Brand. . .-f:
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The ecuumeratsd Prodyce Qualicv Factexy should be as3y €o schiave, exdepc those
cvequiting sope ill~defined Ewnlcy. Tha Preduct lmage Fageart, of coutde, duserihe
a prasccional appeoach, asd it is wast 1{kely char chs namea aad -"'nuu- of the

predust uill hars Yocews aﬂ:{.&l i ﬁcaulkm tha dasirsd tmaga. The nawe pay 3 E
ba the mose Lspereanc fadcar, determining the appexraucs ef tbs packikgs and
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sussartzing the taap to ba presaced. E
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saoka, sud (1) cvescica af seme uaaful, demonzcrable savalty fa €ilzer, wouthpieca,

packuge or other aspect af the product syscem. . -
Our Company aseds to taks advaatige of the cppertunicy to mazket Rev yoyuth §

brands of cigarsttes. Tha theughts expreassd hare mxy provide a prelintnacy g

agsnda for discusstiens hatviea Nesssvch, D, Marketiag nd‘lkup'l;u:. ained ae E

maTe precisely defintag uhat ve could sltimacaly make asd prouece. It 1s haped _
chac anch dimcussiens vill gesu ansue, Nsaavh{le, 4C bacounes apprepridte for -
Rassarch to Seek vays to cantiyl smeke irritancy and €3 seak to creaca nevel,
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Growth Sectors Yithin Younger A

The dominant trend tn the younger adult’ smoker market évet
the last 50 years has been th importance of fedales,
FEause o S, the peior "first brands™
overdeveloped among nales only during their periods of
decline. HMarlboro has become overdeveloped gmong younger
adult males only after 1975, when its share was sof:vnlng
among younger adult female saokers.

e One keY to Marlbovo's success in capturing the Baby Bubble
appeare to be that {r attracted more lB~year—old swokers thaa
“INSTON, within the younger adult swoker market. That 45, (t
was clearly a "first brand”, with relat{vely lower switching
appeal.

Out=0f-Touch Competitors

In every case, the major younger adult brands have been succeeded by a
coupetizor's brand positioned tz be significantly different from the

predecessor. The softening/decline of the major younger adult brands
seens linked to an 1uah111cy to “stay in tune with the times™ as well
as a newcoopetitor “started in tune with the times™ at its
1n:roductionlrep051110ﬂ1ng. While the real criterfa for being “in

:,itune aré probabdbly the mesh betweer imagery and/or product and ine

0°d

Wants of younger adulr smokers ~f the times, demographics ar= a us
~tool forwidentifying the 1likelihood of that mesh.

. Pall Mall became out of touch with younger adult suokers' product
wants when it failed to effectively react to the filter boom of
the '1950's, WINSTON £it those wants.

s WINSTON was the victiam of subtle shifts which may have been
transparent or seemed transirtory at the time.

=% WINSTON's light-hearted campaign f£it well with the mindset
of the 1950's, but did not f£it as well with the risiag tide

of {ntense younger adult rebels as Marlborc did in the
1960°s.

— WINSTON's campaign had a slfightly female slant aod so did
1ts franchise. In the 1960's, younger adult females were

loging importance and males were gaining ~~- a better f£fit for
Marlboto.

- WINSTON's popularity among older smokers may have made it
difficult to maintain an exclusively younger sdult identity
during the 1960's, when that Want vas most extreme.

¢ Kool found fLteelf "too Black™ &n the 1970's as youngeyr adult
Whites were rapidly regaining merket importance,

=30~
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C. Out—0f-Touch Conpetttq:i (Cont.)

e Marlboro's advertising/positioning seews to hgve become less 1o
touch with the demographic trends within youager adslt smokegs of
the late 1970's and 1980's and, perhaps, their mindset.

Younger adult ferale smokers wera the key growth gector {n
the 1970's 980°*

Today. Marlboro's younger adult male smokers do not have an

above average interest in masculiuve imagery versus all
younger adult males.

Philip Morris may have recognized Marlboro as vulnetable.
HMarlboro's disproportionate Bwitching losses to Virginia
Slims and Merit tend to feed Marlboro's losses back to PM,

The campalgn modifications on these brands may shorten the
lines of supply.

D. Product Deiiverleoununication

e Throughout the succession of "first brards™, younger adult smokers
have moved to "milder” products.

3*%‘“?a11 Hall promfsed “mildness™ based on 1ts length.

P - hINSTON, as a3 filcer product, would be seen as milder than
iy .., Jonfilters.

~"In the 1960's, Marlboro was "milder”, {.e., eigniffcantly
‘lower in taxr, than WINSTON, as was advertised by the FIC.
-Today, Marlboro 4is stil! rated milder/smocther than WINSTON
by younger adult spoker. and i{s preferred.

= Kool and SALEM could Le seen as milder because of their
-menthol.

Ji?'}NeWport is perceived as milder/smoother than Kool.
L J

Successful "first brands™ have used positive product messages.
~ Pall Mal}l emphas{zed milder smoking “pleasure”.
WINSTON "Tastes Good"” despite its filter.

Marlboro 4s "where the flavor 1s™, slthough historically and
presently swoother than WINSTON.

Newport speaks to sSwmoking “pleasure”.

-31-
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YOUNGER ADULT FEMALE SMOKERS

b 13

Opportunity Analysis

Younger adult ¢

Over :1me. spread in importance wit der age
e
X IMPORTANCE AMONG 18-YEAR-OLD SMOKERS
1960's 1970's 1880-83
Males 62 53 ' 51
Females s 47 49

Seurce: 1983 SDS

Younger adult females are continuing to gzain 1EPorLance Am0Q% Younger adult
smOKe ue to their stro ncidence trend versus younger adult males.
smoking among. teenage giris, younger adult females are likely fo continue to
slowii Ea;n .'u:i'gortam:e?1 although external factors such as socfal accepta

* and price may-alfect the outlook.

INCIDENCE AMONG YOURGER ADULTS 18-24

- ey TOTAL MALES FEMALES

Y : R % %  INDEX %2  INDEX
o 1980 32.7 33.7 103 317 9
1981 31.7 31.6 100 31.8 100
1982 29.4 28.8 98 30.1 102

1983 29.0 28.8 99 29.3 101

e Source: MDD Tracker
:fi3 Key differences in vants between younger adulc femzle smokers and other smokers

ot

:  were identified in the 1983 SDS.
[

“ 7 KEY WANTS/CONCERNS OF FEMALES 18-24
Lkl t]
VS. TOTAL SMOKERS VS, TOTAL 18-24
Belonging/Fitting In + -
Moving Up An World +H+ No Difference
Powerlessness + +H
Style/Dress R 44+
Savings/Value +“+ +++
Health/"Tar™ + +
Bew Mgle/Female Roles -+ -
Soclal Acceptabtilicy S+ +-+
Smoking Problems + ++-
~l 8-
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1975 MARKETING PLANS PRESENTATION
HILTON HEAD
SepTemBer 30, 1974

CHART #1 OUR PARAMOUNT MARKETING OBJECTIVE IN 1975 AND
OBJECTIVE IN 1975 ENSUING YEARS IS TO REESTABLISH RJR'S SHARE OF
MARKETING GROWTH IN THE DOMESTIC CIGARETTE
INDUSTRY.,
CHART #2 NE WILL SPEAK TO FOUR KEY OPPORTUNITY AREAS TO
OPPORTUNITY AREAS ACCOMPLISH THIS. '
THEY ARE:

1- INCREASE OUR YOUNG ADULT FRANCHISE.
_ 2- IMPROVE OUR METRO MARKET SHARE.
i 3- EXPLOIT THE POTENTIAL OF THE GROWING
| CIGARETTE CATEGORIES.
4- DEVELOP NEW BRANDS AND LINE EXTENSIONS
WITH NEW PRODUCT BENEFITS OR NEW
PERSONALITIES.

FIRST., LET'S LOOK AT THE GROWING IMPORTANCE OF
THE YOUNG ADULT IN THE CIGARETTE MARKET. 1IN 1960.
THIS YOUNG ADULT MARKET. THE 14-24 AGE GROUP,
REPRESENTED 21% OF THE POPULATION.

CHART #3 AS SEEN BY THIS CHART, THEY WILL REPRESENT 277

YOUNG POPULATION OF THE POPULATION IN 1975. THEY REPRESENT
SKEW TOMORROW'S CIGARETTE BUSINESS, AS THIS 14-24 AGE

GROUP MATURES. THEY WILL ACCOUNT FOR A KEY SHARE
OF THE TOTAL CIGARETTE VOLUME -- FOR AT LEAST THE
NEXT 25 YEARS. o |

1Ict Zot0s



ART #
P.M. & BeW
SHARE BY AGE

CHART #5 ..
P.M.. BSK, & RIR
SHARE BY AGE -

batd

CHART #6

SHARE BY AGE

WINSTON & SALEM
VS,

MARLBORO & KOOL

BOTH PHILIP MORRIS AND BROWN & WILLIAMSON, AND
PARTICULARLY THEIR FAST GROWING MAJOR BRANDS.

MARLBORO AND KOOL, HAVE SHOWN UNUSUAL STRENGTH
AMONG THESE YOUNGER SMOKERS. IN THE 14-24 AGE
CATEGORY, PHILIP MORRIS HAS A 38% SHARE AND BgW
A 217 SHARE., BOTH COMPANIES HAVE SIGNIFICANTLY
LOWER SHARES IN THE REMAINING AGE CATEGORIES.

WITH STRONG YOUNG ADULT FRANCHISES AND HIGH
CIGARETTE BRAND LOYALTIES, THIS SUGGESTS CONTINUED
GROWTH FOR PHILIP MORRIS AND B&W AS THEIR SMOKERS
MATURE.

IN SHARP CONTRAST, OUR COMPANY LINE SHOWS A

PATTERN OF RELATIVELY EVEN STRENGTH AMONG ALL
AGE GROUPS AND STRENGTH IN THE 25 AND OLDER
CATEGORIES, WHERE WE EXCEED BOTH COMPETITORS.

OUR TWO MAJOR BRANDS. WINSTON AND SALEM. SHOW

- COMPARATIVE WEAKNESS AGAINST MARLBORO AKD KOOL

AMONG THESE YOUNGER SMOKERS. WINSTON IS AT 142
IN THE 14-24 AGE GROUP VERSUS MARLBORO AT 33Z.

SALEM IS AT 9% VERSUS KOOL AT 17%. AGAIN. OUR

BRANDS SHOW COMPETITIVE STRENGTH IN THE 25 AND

OLDER AGE GROUPS,

THIS SUGGESTS SLOW MARKET SHARE EROSION FOR US
IN THE YEARS TO COME UNLESS THE SITUATION IS
CORRECTED.
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CHART #7
STRATEGY

CHART #8
NEW HINSTON AD
CAPAIGN

- xTe
B~

N

CHART #9
SALEM 1MPROVED
AD CAMPAIGN

THUS. OUR STRATEGY BECOMES CLEAR FOR OUR
ESTABLISHED BRANDS:
1- DIRECT ADVERTISING APPEAL TO THE
YOUNGER SMOKERS WHILE
2- BEING TRUE TO THE BRAND‘S BASIC
PRODUCT ATTRIBUTES-(E.G.. TASTE FOR
WINSTON, REFRESHMENT FOR SALEM) AND
3- WITHOUT ALIENATING THE BRAND'S CURRENT
FRANCHISE, )

FOR WINSTON, WE'VE FOLLOWED THIS STRATEGY IN
DEVELOPING THE NEW “CANDID” ADVERTISING CAMPAIGN
WHICH BROKE SEPTEMBER 16, IT IS ESPECIALLY DESIGRE
T0 APPEAL TO YOUNG ADULTS WITH:

o SIMPLE STRAIGHTFORWARD COPY

e BELIEVABLE PEOPLE WITH CHARACTER

e STRONG PRODUCT SELL WITH REAL
TASTE EMPHASIS

RESEARCH HAS SHOWN THAT AMONG YOUNG ADULTS., THE
NEW WINSTON ADS GENERATE TWICE AS MUCH RECALL AS
ANY PREVIOUS WINSTON CAMPAIGN AND ARE 40Z MORE
PERSUASIVE COMPARED TO THE MARLBORO CAMPAIGN.

FOR SALEM, SIGNIFICANT IMPROVEMENTS HAVE BEEN
MADE IN THE ADVERTISING., DESIGNED FOR MORE YOUNG
ADULT APPEAL UNDER I1TS GREENERY/REFRESHMENT THEME.
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THESE INCLUDE:

o MORE TRUE-TO-LIFE YOUNG ADULT SITUATIONS.

o MORE DOMINANT MALE VISUALS.

o A GREATER SPIRIT OF FUN:

o GREATER USE OF WATER AS A REFRESHMENT SYMBOL.

RESEARCH HAS SHOWN THESE CHANGES HAVE MEASURABLY
IMPROVED THE ADS IN TERMS OF:

o GREATER RECALL

¢ GREATER REFRESHMENT PLAYBACK

o MORE YOUNG ADULT APPEAL - TRIAL HAS INCREASED
FROM 242 TO 31% IN THE UNDER 35 AGE GROUP
FOR THE KING SIZE.

EFFORTS TO IDENTIFY AN EVEN STRONGER CAMPAIGN ARE
BEING AGGRESSIVELY PURSUED BY TWO ADVERTISING
AGENCIES AND AT LEAST ONE NEW CAMPAIGN IS
ANTICIPATED TO BE MARKET TESTED IN EARLY 1975.

éHAEI_lQ ‘ FURTHER YOUNG ADULT EMPHASIS IS BEING PLACED

SALEM BOX THROUGH THE SUCCESSFUL SALEM BOX “DENIM” CAMPAIGN.
- ADVERTISING RESEARCH HAS SHOWN:

o SALEM BOX PROFILE IS YOUNGER WITH 57Z OF
USERS IN THE 18-34 AGE GROUP VERSUS 41%
FOR SALEM KING.

YICI Z2oi0g

CHART #11 CAMEL FILTER CONTINUES TO SHOW VITALITY IN THE
CAMEL FILTER MARKET. GROWING ABOUT 50% FASTER THAN THE INDUSTRY -

"~ ADVERTISING " UNDER ITS CURRENT “"NOT FOR EVERYBODY” CAMPAIGH.



CHART #
NEW PROGRAM

FOR CAMEL FILTER

>

CHART #13
VANTAGE

VANTAGE HAS SHOHN THE ABILITY TO ATTRACT:

o ADVERTISING AWARENESS HAS INCREASED AMONG
PRIME PROSPECTS -- YOUNG ADULT MALES.

o FAVORABLE CONSUMER ATTITUDES TOWARD THE
BRANDS HAVE INCREASED.

o THE BRAND HAS INCREASED ITS SHARE PENETRATION
AMONG THE KEY 18-24 MALE AGE GROUP -- FROM
1.8 T0 2,1% -- A 162 INCREASE.

STARTING IN JULY 1974, A NEW MARKETING PROGRAM
WAS PUT INTO TEST MARKET -- TARGETED AT YOUNG
ADULTS AND DESIGNED TO BE EVEN MORE COMPETITIVE
AGAINST MARLBORO IN TERMS OF:

o NEW “MEET THE TURK" ADVERTISING CAMPAIGN.
o NEW MARLBORO-LIKE BLEND IN THE PRODUCT.
o SIGNIFICANTLY INCREASED AD SPENDING.

ALSO A NEW PACKAGE DESIGN WITH STRONGER YOUNG
ADULT MALE APPEAL IS BEING DEVELOPED AND WILL BE
TESTED IN EARLY 1975.

WE RECOGNIZE “MEET THE TURK" HAS POTENTIAL PROBLENS
DUE TO THE GREEK-TURKISH WAR, A BACK-UP CAFPAIGN
IS BEING DEVELOPED IN THE EVENT THIS BECOMES A
SERIOUS PROBLEM.

VANTAGE WITH ITS FAST GROWTH RATE COULD BE CUR
WINSTON OF TOMORROW. UNLIKE THE TRADITIONAL
PATTERN OF OTHER LOW TAR AND NICOTINE BRANDS.

GICT 2106



3

R

CHART #14
MEDIA

¢

SIGNIFICANT NUMBERS OF NORMAL FLAVOR FILTER
SMOKERS., ALMOST 50% OF THE BRAND'S NEW
BUSINESS COMES FROM NORMAL FLAVOR FILTER
SMOKERS COMPARED TO ONLY 20Z FOR OTHER

LOW TAR AND NICOTINE BRANDS.

NEW AND YOUNGER SMOKERS, FIELD SALES
REPORTS VANTAGE HAS POCKETS OF STRENGTH

ON COLLEGE CAMPUSES (E.G.. IN THE BOOK
STORE AT HARVARD SQUARE. VANTAGE IS AMONG
THE TOP 10 SELLERS, 15tH NATIONALLY).

AD SPENDING HAS BEEN INCREASED IN 1975 WITH MORE
TARGETED EFFORTS AGAINST YOUNG ADULTS TO MORE
FULLY EXPLOIT THIS POTEHTIAL.

WE HAVE ALSO INCREASED OUR MED]JA EFFORTS TOWARD
YOUNG ADULTS FOR OUR BRAKDS.

THESE INCLUDE:

INCREASED ADVERTISING INSERTIONS IN
TRADITIONAL YOUNG ADULT MAGAZINES LIKE
SPORTS TLLUSTRATED. PLAYBOY AND MS.

HAVE ADDED NEW YOUNG ADULT SPECIAL INTEREST

MAGAZINES LIKE ROAD AND TRACK AND MOTORCYCLING.

EXPANDED OUTDOOR WITH SELECTIVE LOCATIONS FOR
MAXIMUM YOUNG ADULT EXPOSURE -- E.G., POSTERS
IN GREENWICH VILLAGE AND IN AREAS WITH LARGE

COLLEGE STUDENT POPULATIONS.
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CHART #15
SPECIAL EVENTS
WINSTON

CHART #16

SPECIAL EVENIS.

CAMEL FILTER

EACH OF OUR MAJOR SPECIAL EVENTS IS DIRECTED
AGAINST YOUNG ADULTS.

NASCAR, WITH WINSTON. REACHES 8 MILLION SPECTATORS
WITH 632 OF THESE UNDER 35 YEARS OF AGE.

OUR PARTICIPATION TAKES 2 FORMS:
- THE WINSTON CUP/WINSTON WEST SERIES WITH
55 RACES PRIMARILY IN THE SOUTHEAST AND
CALIFORNIA.
- THE MODIFIED SPORTSMAN WITH 60 RACES IN
THE NORTHEAST AND MID-WEST.

THUS, NASCAR GIVES WINSTON NATIONAL COVERAGE.

IN RODEOS. WE PROMOTE WINSTON IN OVER 600 EVENTS

_REACHING 12 MILLION SPECTATORS WITH 57% UNDER

35 YEARS OF AGE -- IN THE MID-WEST AND WEST.

FOR CAMEL FILTER, WE HAVE DEVELOPED A NEW STRATEGY.
WHILE CAMEL CANNOT MATCH THE MEDIA DOLLARS SPENT
BY MARLBORO, THE BRAND WILL HAVE PINPOINTED EFFORTS
AGAINST YOUNG ADULTS THROUGH ITS SPONSORSHIP OF
SPORTS CAR RACING AND MOTORCYCLING., SPORTS CAR
RACING REACHES 300,000 SPECTATORS -- 85% UNDER

35 YEARS OF AGE -- AND IS PRIMARILY ON THE EAST'
AND WEST COASTS.
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MOTORCYCLING., A NEW SPECIAL EVENT SUCCESSFULLY
TESTED IN 1974, WILL HAVE 26 RACES REACHING
400.000 SPECTATORS WITH AN ESTIMATED 90Z UNDER
35 YEARS OF AGE. THIS EVENT WILL BE IN THE
MAJOR POPULATION CENTERS SUCH AS CHICAGO. LOS
ANGELES. SAN FRANCISCO., AND HOUSTON.

SINCE SPECIAL EVENTS ARE A RELATIVELY NEW AND
DIFFERENT TYPE OF ACTIVITY FOR US. 1 WOULD LIKE
& TO REVIEW THE NATURE AND EXTENT OF OUR PROMOTIONAL
| ACTIVITIES IN THEM.

‘CHART #17 : FIRST, WE HAVE HEAVY INVOLVEMENT AT THE EVENT

-SPECIAL EVElfSl ~ SITE. PERMANENT BILLBOARD ADVERTISING, AND BRAND
( ~ PROMOTIONAL ™= EXCLUSIVITY AT CONCESSION STANDS. WE SELL OUR
e ACTIVITIES®™ BRANDED, EVENT-RELATED ITEMS, SUCH AS WINSTON
]

HATS. SHIRTS. AND JACKETS. WE HAVE TIE-IN

BANNERS AND PASTERS WITH STRONG BRAND IDENTIFICATIO:
| AND BRAND COMMERCIALS OVER THE PUBLIC ADDRESS
] © SYSTEMS.

WE HAVE STRONG PRESS OUTREACH THROUGH WIRE SERVICES.
LOCAL PRESS AND SPECIAL INTEREST PUBLICATIOIS.

FOR EXAMPLE, AT THE WINSTON WESTERN 500, THE RACE
WITH HEAVY MENTION OF WINSTON WAS IN NEWSPAPZRS
HAVING A CIRCULATION OF 10 MILLION AND ON A 2-HOUR
RADIO PROGRAM REACHING 30 MILLION PEOPLE.

“OUR SALES FORCE WORKS RETAIL STORE TIE-INS TO THE
" EVENT WITH PRODUCT DISPLAYS AND PASTERS.
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OUR WINSTON #1 AND CAMEL FILTER GT CARS ARE
DISPLAYED IN SHOPPING CENTERS IN MAJOR MARKETS,
THE WINSTON #1 CAR HAS RECEIVED OUTSTANDING
ACCEPTANCE RECENTLY ON THE STREETS OF NEW YORK.

LASTLY, WE USE NEWSPAPER AND PROGRAM ADVERTISING
FOR IMAGE ASSOCIATION BETWEEN THE BRAND AND THE
SPORT,

YOU MIGHT LOGICALLY ASK “WHAT DOES ALL OF THIS

MEAN IN TERMS OF SALES?" OUR RESEARCH INDICATES
THAT AMONG RACING FANS, WINSTON'S SHARE OF SMOKERS
IS 677 GREATER THAN AMONG NON-RACING FANS, AMONG
RODEO FANS., WINSTON'S SHARE OF SMOKERS IS 502
GREATER THAN AMONG NON-RODEO FANS. WHILE WE

DON‘T HAVE DIRECTLY COMPARABLE DATA FOR OUR NEWER
CAMEL FILTER SPECIAL EVENTS, OUR RESEARCH INDICATES
A DRAMATIC INCREASE IN PURCHASE RATE AMONG FANS
ATTENDING.

OTHER PROGRAMS HAVE BEEN DEVELOPED TO REACH YOURG
ADULTS WHERE THEY WORK. PLAY AND WHERE THEY
PURCHASE THEIR CIGARETTES. FREE-ON-PACKAGE TRIAL
INDUCEMENT PROMOTIONS ARE BEING USED IN HIGH
TRAFFIC. YOUNG ADULT PACKAGE OQUTLETS SUCH AS
CONVENIENCE STORES. SEVEN MILLION TRIAL UNITS
WILL BE SOLD IN 1975. WE WILL HAVE PERMANENT
COUNTER DISPLAYS IN 35,000 QUTLETS CATERING TO

- YOUNG ADULT PACKAGE PURCHASES.
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FINALLY, SUCCESSIVE WAVES OF COUPONING WILL BE
TESTED IN 1975. BY WAY OF EXPLANATION, WE WILL
SELECT A SPECIFIC MARKET OF YOUNG ADULTS, THESE
PEOPLE WILL BE GIVEN SUCCESSIVE WAVES OF COUPONS
GOOD FOR A SUBSTANTIAL PRICE REDUCTION ON A CARTON
PURCHASE., WE WILL THEN TRACK THIS GROUP TO
DETERMINE THE AMOUNT OF SWITCHING TO OUR BRALD.
THE STRATEGY HERE IS TO TAKE THESE CONSUMERS "QFF
THE MARKET” FOR THEIR REGULAR BRAND LONG ENOUSH

TO CONVERT THEM.

OUR SPECIAL MERCHANDISING DIVISION IS IN ITS

SECOND YEAR WITH ITS SUCCESSFUL WHOLESALE OPERATION
OF PREMIUMS AT BEACHES AND SPECIAL EVENTS THRCUGH
A SEPARATE SALES FORCE AND A MOBILE STORE. WE
ANTICIPATE SELLING QVER A MILLION ITEMS IN 1675 --
A MILLION “WALKING BILLBOARDS” FOR OUR BRANDS.

WE WILL CONTINUE OUR SPECIAL SAMPLING PROGRAMS
ON BEACHES. RESORT AREAS AND SPORTS ARENAS IN
MAJOR METRO MARKETS -- WHERE THERE ARE LARGE
CONGREGATIONS OF YOUNG ADULTS.

RESEARCH WILL BE DONE IN 1975 TO DETERMINE
EFFECTIVENESS OF SAMPLING 4's, 10's, PACKS,
AND MULTIPLE PACKS.
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(HART #18
KEY OPPORTUNITY
MAJOR METRO

CHART #13

RJR OPERATION METRO
MAJOR MARKET TREND

SHARE

CHART #20 ...

POPULATION
CONCENTRATION

CHART #21
2 U.S. INDUSTRY

ANOTHER OPPORTUNITY IS IN MAJOR METROPOLITAN AREAS.

THIS CHART SHOWS OUR TOTAL COMPANY PERFORMANCE BY
CITY SIZE. THE CITIES LISTED ON THE BOTTOM OF THE
CHART ARE IN DESCENDING ORDER OF POPULATION - -
STARTING WITH NEW YORK, LOS ANGELES AND CHICAGO,
AND ENDING WITH ALBUQUERQUE AND SAN DIEGO. THE
STRAIGHT DOTTED LINE IS OUR AVERAGE SHARE OF MARKET
IN THE TOTAL U.S.  THE RED LINE SHOWS OUR ACTUAL
SHARE OF MARKET FOR EACH CITY VERSUS OUR AVERAGE
U.S. SHARE; THAT IS, OUR SHARE IN NEW YORK, LOS
ANGELES, AND CHICAGO, IS MUCH BELOW AVERAGE AiiD
OUR SHARE IN THE SMALLER CITIES IS ABOVE AVERAGE.
THE SOLID BLACK LINE SHOWS THAT, AS THE SIZE Of
CITIES DECREASES, OUR TOTAL RJR SHARE OF MARKET
INCREASES.

THE TREND IS OF SPECIAL INTEREST TO US. BY THE
YEAR 2000, SOME 70% OF THE PEOPLE IN THE UNITED
STATES WILL LIVE IN ONLY 12 URBAN CENTERS, WITH
HALF OF THE POPULATION CONCENTRATED IN 3 CENTERS.

LOOKING AT THE THREE LARGEST METROPOLITAN AREAS --
NEW YORK, CHICAGO, AND LOS ANGELES, WE FIND THAT
OUR VOLUME IS WELL BELOW THAT OF THE INDUSTRY
(16.2% INDUSTRY VS. 12.0% RJR). AND, IF NEK YORK,
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CHART #22

METRO ORGANIZATTON

CHART #23
METRO ACTION
. PROGRA!S

.
4

CHICAGO, AND LOS ANGELES ARE REMOVED FROM RJR
VOLUME, THEN OUR HATIONAL SHARE WOULD BE 33.5%
RATHER THAN THE CURRENT 32.0%.

IN ORDER TO TAKE ADVANTAGE OF THIS BUSINESS
BUILDING OPPORTUNITY, WE HAVE ESTABLISHED A MAJOR
METROPOLITAN PROJECT. ITS PURPOSE IS TO IMPROVE
OUR SHARE OF MARKET IN METROPOLITAN AREAS WHERE
WE HAVE BEEN TRADITIONALLY- WEAK.

ORGANIZATIONALLY, WE HAVE ESTABLISHED MARKETING
DEVELOPMENT MANAGERS FOR NEW YORK, CHICAGO, Al

LOS ANGELES. THESE MANAGERS ARE RESPONSIBLE FOR
MARKETING PLANS ON ALL OUR BRANDS IN THEIR ASSIGHED
METRO AREAS.

THE MARKETING DEVELOPMENT MANAGER CONCEPT BECANE
A REALITY IN JULY OF THIS YEAR AND, TO DATE, ®E
HAVE SEEN SOME 1MOST ENCOURAGING PROGRAMS.

WE-HAVE SUBSTANTIALLY INCREASED OUR VENDING
DISTRIBUTION THROUGH THE ESTABLISHMEWT OF AREA
VENDING MANAGERS WHO ARE RESPONSIBLE FOR AND PAY
CLOSE ATTENTION TO VENDING, WE HAVE IMPLEMERTED
THE SALESMAN “RIDE WITH VENDOR" PROGRAM TIED T
BONUS PLACEMENT PAYMENWTS ON SALEM SUPER AND VANTAGE.
THESE PROGRAMS HAVE BEEN IMOST SUCCESSFUL. WITH
VANTAGE, WE HAVE INCREASED VENDING DISTRIBUTIOH
FROM 38% TO 55% OF THE MACHINES PLACED OR COR:ITTED.

22Ct 2w10g



TO FURTHER INCREASE OUR VENDING DISTRIBUTION, WE
WILL BE WORKING WITH THE TRU-CHECK COMPUTER SYSTEM
IN 1975, TRU-CHECK IS AN ORGANIZATION THAT PROVIDES
COMPUTER PRINT-OUTS ON BRAND PLACEMENTS IN VENDING
MACHINES -- A LABORIOUS MANUAL PROBLEM FOR VENDORS.
THIS COMPUTER SERVICE PROVIDES THE VENDOR WITH
SUBSTANTIATION FOR RECEIVING PAYMENTS FROM CIGARETTE
MANUFACTURERS. TRU-CHECK'S SERVICE IS NATIONAL
(210,000 VENDING MACHINES), BUT THEIR STRENGTH IS

IN THE NORTHEAST WHERE OUR VENDING DISTRIBUTION
TRADITIONALLY HAS BEEN WEAK,

WITH TRU-CHECK, WE CAN LOCK A MINIMUM OF SEVEN OF
OUR BRANDS INTO VENDORS' MACHINES, INCREASING OUR
DISTRIBUTION, AND PREVENTING OUR COMPETITORS FROM
REMOVING OUR BRANDS WITH THEIR VENDING OFFERS.

CURRENTLY, WE HAVE AN AVERAGE OF 5 BRANDS IN THE
MACHINES TRU-CHECK SERVICES. THEREFORE, WE MILL
IMMEDIATELY PICK UP APPROXIMATELY 2 BRANDS IN EACH
OF THE 210,000 MACHINES.

WITH OUR VENDING MANAGER'S INVOLVEMENT, WE FEEL VE
CAN INCREASE THE NUMBER OF VENDING MACHINES FROMN
210,000 TO 310,000 -- WITH ADDITIONAL PLACEFEHTS
FOR US.
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CHART #24
METRO ACTION

PROGRAMS

[ -

CHART #23
INCREASED MEDIA

SPENDING--METRO

LOCALIZED PROMOTIONS

WE HAVE DEVELOPED CUSTOMIZED LOCAL PROMOTIONS
INCLUDING A PUERTO RICAN SWEEPSTAKES, HARLEM
BASKETBALL TEAM SPONSORSHIP AND A FLOAT IN THE
AFRO/AMERICAN DAY PARADE -- ALL IN NEW YORK CITY!

IN LOS ANGELES, WE ARE INVOLVED IN THE SPONSORSHIP
OF A BEACH VOLLEYBALL LEAGUE AND THE WATTS SUMMER
FESTIVAL CONCERT, -

WITH A SHELF DISPLAY PAYMENT TO THE HIGH VOLUNE
NON-SELF-SERVICE STORES, OUR BRANDS ARE NOW ON
DISPLAY TO CONSUMERS. THIS FURTHER FACILITATES
AN EFFICIENT REORDERING SYSTEM AT STORE LEVEL,
THUS REDUCING QUT OF STOCKS. WE ANTICIPATE
EXPANDING THIS PROGRAM TO 10,000 RETAIL OUTLETS
IN 1975,

AND LAST, BUT NOT LEAST, WE'VE JUST PUT UP OUR
WINSTON “SUPER WALL" DISPLAY -- A GIGANTIC PAINTED
WALL ABOUT THE SIZE OF A HALF-ACRE ON AN 8TH
AVENUE BUILDING IN NEW YORK CITY. IT MAY WELL BE
THE LARGEST PAINTED SIGN IN THE WORLD!

IN 1975, WE HAVE INCREASED OUR MEDIA SPERDING I
THE MAJOR METRO AREAS -- BY 9% FOR WINSTON, 242
FOR SALEM AND 33% FOR VANTAGE.

v2C1 Z2%1nC



CHART #26
METRO MEDIA SPENDING
RJR VS, COMPETITION

- CHART #27
KEY OPPORTUNITY
GROWTH CATEGORIES

ASSUMING COMPETITION SPENDS THE SAME PERCENT OF
THEIR BUDGET IN THESE MAJOR METRO MARKETS IN 1975
AS IN 1974, WE WILL CONTINUE TO OUT-SPEND THEM.
WINSTON AT $8.2 MILLION VERSUS $6.7 MILLION FOR
MARLBORO; $7.4 MILLION FOR SALEM VERSUS $5.2
MILLION FOR KOOL; AND $2.5 MILLION FOR VANTAGE
VERSUS $2.3 MILLION FOR TRUE.

FURTHER, WE ARE CONDUCTING BLIND PRODUCT TESTS

TO DETERMINE IF THE CONSUMER TASTE PREFERENCES
FOR CIGARETTES DIFFER IN MAJOR METRO AREAS, WHERE
WE HAVE TRADITIONALLY BEEN WEAK., TEST RESULTS
WILL BE AVAILABLE IN DECEMBER OF THIS YEAR.

THE RESULTS ACHIEVED IN OUR METRO MARKET EFFORTS
TO DATE INDICATE CLEARLY THAT OUR MARKETING EFFORTS
MUST BE CUSTOMIZED AND LOCALIZED TO MEET THE
REQUIREMENTS OF THE INDIVIDUAL MARKETS AND THE
CIGARETTE PREFERENCES OF THE CONSUMERS IN THOSE
MARKETS.

ADDITIONALLY, THIS REQUIRES US TO GIVE LOCAL FIELD
SALES MANAGEMENT BOTH RESPONSIBILITY AND FLEXIBILITY
IN DEVELOPING THESE PROGRAMS. OUR 1975 PLANS
RECOGNIZE THESE REQUIREMENTS.

ANOTHER KEY OPPORTUNITY TO INCREASE OUR SHARE IS TO
EXPLOIT THE POTENTIAL OF GROWING CIGARETTE CATEGORIES
-- NAMELY, THE 100MM'S, LON “TAR™ AND NICOTIKE
CIGARETTES AND THE BOX PACKAGE STYLES.
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CHART #28
WINSTON SUPER
KING

CHART #29 L
SALEM SUPER Kid&

-

7

I B

THE 100MM'S ARE UP 9% IN VOLUME IN 1974 OVER
1973 HAVING ACCOUNTED FOR ALMOST ONE-FOURTH OF
ALL CIGARETTES SOLD AFTER ONLY 7 YEARS ON THE
MARKET,

NOW THAT WE HAVE A NEW CAMPAIGN FOR WINSTON,
SPECIAL ADS FOR THE WINSTON SUPER KING SIZE HAVE
BEEN DEVELOPED. A HIGHER QUALITY PACKAGE HAS ALSO
BEEN DEVELOPED AND WILL BE TESTED, AS YOU KNOW,
THE MENTHOL VERSION HAS BEEN REINTRODUCED WITH A
NEW PACKAGE, NEW BLEND, AND NEW ADVERTISING.

FOR SALEM SUPER KING WE HAVE JUST INTRODUCED A NEW
ADVERTISING CAMPAIGN IN WOMEN’'S MAGAZINES. THE
CAMPAIGN TIES IN STYLISH EXTRA LENGTH WITH PROVEN
HIGH INTEREST FASHION APPEAL AND ENDORSED BY BIG
NAME DESIGNERS SUCH AS BILL BLASS, RALPH LAUREN,
AND CALVIN KLEIN. THE CAMPAIGN THEME IS “FOR KORE
OF A WOMAN, MORE OF A SALEM.”

ROSE WELLS, OUR FASHION CONSULTANT, HAS DONE A
TREMENDOUS JOB. SHE HAS EXTENDED THE FASHION TIE-
IN TO RETAIL STORES AND CONSUMERS. AT SOME 50
FASHION SHOWS WITH BIG NAME DESIGNERS, SALEM

FASHION ADS ARE PROMINENTLY DISPLAYED. FASHION
EDITORS ARE CONTACTED AND PRODUCT IS SAMPLED. 2

+IBS

ALSO, SHE EXPECTS TO ARRANGE SOME 50 WINDOHW/IN-STORT
DISPLAYS FEATURING THE SALEM ADS WITH FASHIONS.
ALREADY SHE HAS HAD DISPLAYS IN BLOOMINGDALE'S,
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FILENE'S, I. MAGNIN, AND OTHER TOP DEPARTHENT

STORES.
CHART #3Q THE FASTEST GROWING CATEGORY IS LOW “TAR”/NICOTIHE
LOW “TAR"/NICOTINE CIGARETTES. WE HAVE ALMOST A THIRD OF THAT CATEGORY

AND WE WANT MORE.

FOR VANTAGE, WE ARE CONTINUING A MOST SUCCESSFUL

AD CAMPAIGN AND AS WE'VE MENTIONED BEFORE, WE'VE

INCREASED MEDIA SPENDING. ALSO, WE'VE ADDED A

HEAVY DIRECT MAIL COUPON PROGRAM IN THE TOP URBAN
- MARKETS IN ‘75,

~ e FOR DORAL, TWO NEW BACK-UP CAMPAIGNS ARE BEING

?;;ﬁ TESTED, POSITIONING THE BRAND MORE SHARPLY AS A

LOW “TAR" AND NICOTIRE CIGARETTE. A NEW BLEND

WITH LOWER “TAR" AND NICOTINE TO FIT THIS STRATEGY
! IS ALSO BEING TESTED.

| FOR WINSTON LIGHTS, SEPARATE ADS ARE BEING
.;f. DEVELOPED UNDER THE NEW “CANDID* THEME FOR PLACE-
MENT IN MEDIA AIMED AT HIGH POTENTIAL AUDIERCES,
FEMALE AND URBAN, AND BACKED UP BY HEAVY SAIPLING
IN THE MAJOR METRO MARKETS.

ANOTHER GROWTH CATEGORY IS THE BOX STYLE -- UP
10% FROM 1973 TO 1974 AND PRESENTLY DOMINATED BY
MARLBORO. YOU ARE FAMILIAR WITH THE WINSTON AHD
SALEM BOX MARKETING PROGRAMS. BOTH ARE INCREASING
~ THEIR SHARE OF THE BOX MARKET,

f2¢) 2hios
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CHART #31
REY GROWTH
OPPORTUNITIES

IN ADDITION, A CAMEL FILTER BOX WILL BE TEST
MARKETED IN 1975,

(PAUSE)

T0 BETTER COMPETE WITH MARLBORO AND KOOL IN THE
KING SIZE CATEGORY, WE ARE.PRESENTLY BLIND TESTING
REVISED/IMPROVED BLENDS. FOR WINSTON KING THIS
WILL BE A HIGHER pH FACTOR LIKE THAT FOUND IN
MARLBORO AND FOR SALEM, HIGHER pH AND POSSIBLY
SLIGHTLY HIGHER MENTHOL LEVEL, THESE REVISED
BLENDS WILL HAVE TO BE ACCEPTABLE TO OUR CURRENT
FRANCHISE AS WELL AS BE MORE COMPETITIVE.

(PAUSE)

AS YOU KNOW, THE REGULAR NON-FILTER CATEGORY
CONTINUES TO DECLINE SHARPLY. WITH CAMEL REGULAR
HAVING INCREASED ITS SHARE OF THE CATEGORY TO 64Z,
ITS ADVERTISING HAS BEEN DISCONTINUED WITH THOSE
MONIES REALLOCATED TO GROWING BRANDS IN GROWING
CATEGORIES.

WE HAVE REVIEWED THE HEW AND IMPROVED PROGRAMS
FOR OUR ESTABLISHED CIGARETTE BRANDS DESIGNED TO:
o INCREASE OUR YOUNG ADULT FRAHCHISE.
o [MPROVE OUR METRO MARKET SHARE, AND
o EXPLOIT THE POTENTIAL OF GROWING CIGARETTE
CATEGORIES.
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CHART #32
KEY OPPORTUNITY
NEW BRANDS
CHART #33
NEW BRANDS ..

CERTAINLY, THOUGH, WE DON’T EXPECT THESE PROGRAMS
70 BE AN "OVERNIGHT” PANACEA AGAINST MARLBORO AND
KOOL, WHICH HAVE ACCOUNTED FOR 93% OF INDUSTRY
GROWTH IN THE LAST 5 YEARS.

NEW BRANDS AND/OR LINE EXTENSIONS WITH NEW BENEFITS
OR NEW PERSONALITIES AND WITH DIRECTED APPEAL TO
YOUNGER SMOKERS QFFER THE QUICKEST OPPORTUNITY TO
COMBAT MARLBORO AND KOOL. .

THREE NEW BRANDS BEING TESTED I[N 1974-1975 SPEAK

* DIRECTLY TO THIS OPPORTUNITY, THEY ARE:

1, SALEM EXTRA - A HIGH MENTHOL LINE EXTENSION
AIMED AT KOOL.

2, WINCHESTER CIGARETTES - AN 85MM FILTER AND
MENTHOL, POSITIONED TO CAPITALIZE ON THE YOUNG
APPEAL OF THE WINCHESTER EQUITY -- AIMED AT
MARLBORO AND KOOL -- AND

3., MORE - A IZOMM.FILTER AND MENTHOL VERSION --
A NEW CONCEPT, A NEW CATEGORY IN SMOKING,
AIMED AT MALE SMOKERS AND AGAINST MARLBORO AND
KOOL. |

YOU ARE FAMILIAR WITH THE TEST MARKET PROGRAMS FOR
SALEM EXTRA AND WINCHESTER.

"MORE” IS PRESENTLY BEING TESTED ONLY IN OKLAHOMA
CITY TO GET INITIAL PRODUCT REACTION, EXPANSION

eZC€1 Zylo0g
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CHART #34
ADDITIONAL NEW
PRODUCTS

WITH THE MENTHOL VERSION BEING TESTED ALONE IN ONE O
THESE MARKETS.

ADDITIONAL NEW PRODUCT PROJECTS ARE IN VARIOUS STAGE
OF DEVELOPMENT. THESE INCLUDE A 100MM CIGARETTE WIT
QUALITY PACKAGE AND IMAGE APPEAL TO INCREASING

AFFLUENCY, CAPITALIZING ON THE GROWING 100t CATEGOR

A FEMALE CIGARETTE IN REGULAR AND MENTHOL 100i¥M STYL
IS BEING DEVELOPED TO GIVE THE COMPANY AN ENTRY IN
THE GROWING CIGARETTE MARKET FOR WOMEN.

THE 1201MM “MORE"” PRODUCT IN A WHITE PAPER WRAP IS
AN ALTERNATIVE.

ANOTHER NEW BRAND OPPORTUNITY IS A CIGARETTE WHICH
GIVES COOLNESS WITHOUT THE TASTE OF MENTHOL. FKANY
SMOKERS HAVE EXPRESSED A DESIRE FOR COOLNESS BUT
DISLIKE THE MEDICINAL TASTE OF MENTHOL. THIS PROJEC
PROVIDES AN OPPORTUNITY TO EXPAND THE GROWILG MENTHO
CATEGORY IN A UNIQUE WAY.

ALSO, OUR TOBACCO DEVELOPMENT PEOPLE ARE WORKING OR
A UNIQUE FILTER WHICH DELIVERS LOW “TAR" AHD HICOTIR
WITH GOOD FLAVOR., THIS FILTER PROVIDES AN OPPORTU:l
TO REPLACE OUR CURRENT FILTERS ON OUR ESTABLISHED
BRANDS, IF DEEMED NECESSARY. s0142 1329

LASTLY, WE ARE WORKING ON A CIGARETTE IN WHICH 95% T
98% OF THE NICOTINE HAS BEEN REMOVED FROM THE TOBACC
AND SHOKE. THE MARKET FOR A NEW CATEGORY OF NICOTI

~ FREE CIGARETTES COULD BE DEVELOPED IN ThE SANE IMANKE
* THAT SANKA DEVELOPED THE DECAFFEINATED COFFEE ARKEI
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CHART #35
NON-BUDGETED

OPPORTUNITIES

THIS COMPLETES OUR SUMMARY OF ACTIVITIES PLANY
FOR OUR CIGARETTE BRANDS. HOWEVER, BEFORE GOING

ON, I WOULD LIKE TO DISCUSS OUR PLANS FOR A NEW
SMOKING PRODUCT,

THE IMPORT CATEGORY IS THE ONLY SEGMENT OF THE
SMOKING TOBACCO BUSINESS SHOWING VITALITY. TO
CAPITALIZE ON THIS OPPORTUNITY, A RJR IMPORT

PIPE TOBACCO - ZUR WAS INTRODUCED IN TEST MARKETS
THIS MONTH. THESE TEST MARKETS ARE:

DAYTON. OHIO

DES MOINES. IOWA
ROCHESTER. NEW YORK
ALBANY, NEW YORK.

ASSUMING FAVORABLE TEST RESULTS. ZUR WILL BE
EXPANDED NATIONALLY IN SEPTEMBER OF 1975,

OTHER RJR SMOKING  TOBACCOS AND OUR CHEWING BRANDS
WILL RECEIVE ONLY LIMITED MEDIA SUPPORT AS HE
HAVE FOUND THAT THE MOST EFFECTIVE MEANS OF

PROMOTING THESE BRANDS IS THROUGH OUR SALES FORCE

IMPLEMENTED PROMOTIONS.

NEY QPPORTUNITIES NOT BUDGETED

IN ADDITION TO THE NEW PRODUCT OPPORTUNITIES JUST
DISCUSSED, THERE ARE OTHER GROWTH OPPORTURITIES
BEING DEVELOPED. THEY ARE:

o€Ct 2v106



1. TOBACCO PRODUCTS DIVISION (NON-CIGARETTE)
2, FUTURE DISTRIBUTION OPPORTUNITIES
3, AUTOMATED CHECK-OUT -- RETAIL STORES

TOBACCQO PRODUCTS DIVISION (NON-CIGARETTE)

AN OPPORTUNITY EXISTS FOR THE ESTABLISHMENT OF

A TOBACCO PRODUCTS MARKETING DIVISION THAT WOULD
ENCOMPASS THE OPERATIONS OF EXISTING RJR SMOKING,
CHEWING AND LITTLE CIGAR BRANDS.

THIS DIVISION WOULD UTILIZE ALL SERVICE FUNCTIONS
OF THE COMPANY (MANUFACTURING., PURCHASING. FINANCE.
ETC.) AND THUS WOULD BE FREE TO CONCENTRATE ON
NON-CIGARETTE TOBACCO MARKETING OPPORTUNITIES.

IN 1975, THESE OPERATIONS ARE FORECASTED TO ACCOUNT
FOR APPROXIMATELY $57 MILLION IN NET SALES AND
RETURN ABOUT $11 MILLION IN OPERATING PROFIT BEFORE
TAXES.

THE PURPOSE OF A SEPARATE DIVISION WOULD BE T0
DIRECT ATTENTION TO THE SINGULAR MARKETING
PROBLEMS AND OPPORTUNITIES REPRESENTED BY RJR'S
NON-CIGARETTE TOBACCO PRODUCTS (INCLUDING RJR
PRODUCTS MANUFACTURED BY OUR SUBSIDIARIES THAT
HAVE SALES POTENTIAL IN THE U.S.). A SEPARATE
MARKETING DIVISION WOULD ELIMINATE THE PRESSURES
OF CIGARETTE MARKETING NEEDS AGAINST OUR NON-
CIGARETTE PRODUCTS AND HOULD CONSOLIDATE THE
FINANCIAL CONTRIBUTION OF THESE NON-CIGARETTE
BRANDS AGAINST SPECIFIC FARKETING PROGRAMS AND
AGAINST PERTINENT PROFIT GOALS,

1E€Ct 29106



EUTURE DISTRIBUTION OPPORTUNITIES

IN RECENT YEARS., A NUMBER OF SMALLER DISTRIBUTORS
HAVE EITHER CURTAILED OR LIQUIDATED THEIR
OPERATIONS. IT IS FELT THAT THIS TREND WILL
CONTINUE. WHEN THIS OCCURS, IT LEAVES THE
CIGARETTE MANUFACTURER WITH A DISTRIBUTION GAP,

ACCORDINGLY. WE HAVE TOTALLY REVIEWED OUR
OPERATIONS IN PUERTO RICO WHERE WE DO OUR OWN
DISTRIBUTING AND HAVE TAKEN THE FOLLOWING STEPS
TO EXPAND THIS PROGRAM:

1. WE WILL MOVE INTO HAWAII WITH OUR OWN
OPERATIONS IN EARLY 1975 - BECAUSE OF A
LACK OF SERVICE AND DISTRIBUTION FACILITIES
THERE NOW.

2, MANHATTAN - WE ARE ADDING SEVEN MEN TO
PROVIDE EVERY-OTHER-WEEK COVERAGE AND TO
ASSURE FULL-LINE DISTRIBUTION.

3, RESORT AREAS (EAST AND WEST COAST) -

COMPANY CREWS (PART TIME HELP) WILL BLITZ
THESE AREAS WEEKLY DURING THE SEASON. IM
A TEST IN ‘74 $150,000 OF PRODUCT WAS SOLD
IN A 12-DAY PERIOD AT MYRTLE BEACH.

4. TOURIST ROUTES (I-95) EVERY-OTHER-WEEK
COVERAGE OF HIGH VOLUME OUTLETS -- AGAIN
TO PROVIDE FULL-LINE DISTRIBUTION.

 2CC1 2evilo0s
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OMATED CHECK-OUT -- RETAIL STOR
THE GROCERY TRADE 1S AGGRESSIVELY PURSUING THE
OBJECTIVE OF AUTOMATED CHECK-OUTS. THE DRUG
TRADE IS EXPECTED TO FOLLOW CLOSELY. BY THE
LATE 70°'S THESE AUTOMATED CHECK-OUTS WILL BE
OPERATIVE IN SUFFICIENT MUBERS TO HAVE A PROFQUND
AFFECT ON THE MARKETING OF CONSUMER PRODUCTS. THE
IMPORTANCE TO RJR IS EXEMPLIFIED BY THE FACT THAT
GROCERY STORES ALONE ACCOUNT FOR NEARLY ONE-HALF
OF ALL CIGARETTES SOLD TODAY.

RJR HAS BEEN DEEPLY INVOLVED IN THIS ACTIVITY

FOR THE PAST YEAR - AND CURRENTLY DISPLAYS THE
UNIVERSAL PRODUCT CODE ON ALL CARTONS - THE EJRST
CIGARETTE COMPANY TO DO SO. ON-GOING STUDIES

ARE CONSIDERING THE IMPLICATION OF THE AUTOMATED
CHECK-OUT AS IT RELATES TO THE HIRING AND TRAINING
OF OUR FIELD SALES FORCE. SALES COVERAGE, CO:fPUTER
TO COMPUTER ORDERING AND INVENTORY CONTROL., AND
CIGARETTE PROFITABILITY AT RETAIL.

MOST IMPORTANT, HOWEVER. ARE THE IMPLICATIONS FOR
CIGARETTE MERCHANDISING. THE AUTOMATED CHECK-OUT
PROBABLY WILL MEAN THE REMOVAL OF ALL CIGARETTES

- FROM THE CHECK-OUT AREA, THUS., WE WILL HAVE TO
DEVISE NEW METHODS FOR MERCHARDISING PACKAGED
CIGARETTES IN THESE IMPORTANT OUTLETS. THE FAIR
THRUST OF QUR EFFORT WILL BE IN THIS AREA.

gect TY108
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NOW LET US LOOK AT OUR 1975 ADVERTISING AND PROMOTION BUDGET. WE
HAVE BUDGETED $143.1MM TO COVER 1975 MARKETING PROGRAMS. THIS IS
AN INCREASE OF $13.2MM OR 10.2% OVER THE 1974 BUDGET OF $129.9MM,

IN PREPARING THE BUDGET FOR 1975, WE WERE FACED WITH INFLATIONARY

INCREASES OF FROM 8 TO 10 PERCENT IN THE COST OF ADVERTISING SPACE
AND PROMOTION MATERIALS.

FACED WIT THESE COST PRESSURES., WE WERE ABLE TO HOLD THE OVERALL
BUDGET INEREASE TO 10 PERCENT AND YET STILL PROVIDE $14.7 MILLION
FOR THE WATDONAL INTRODUCTION OF ONE NEW CIGARETTE BRAND. $5.8
MILLION FﬁE:NEN CIGARETTES BRAND TESTING (INCLUDING MORE AND UP

" 70 FOUR GEMER NEW BRAWDS), AND $600.000 FOR THE NATIONAL INTRODUCTION

OF ‘ONE NERLRIPE TOBACCO BRAND.

o,
IN REVIEWLR® THE CHANGES IN SPENDING ON OUR EXISTING CIGARETTE BRANDS:

-- THE.MINSTON BUDGET 1S REDUCED $2.6MM DUE TO 1974 BEING AN

UNU%;ELLY HEAVY SPENDING YEAR IN WHICH WE INTRODUCE A NEW
NATIONAL AD CAMPAIGN,

-- THE SALEM BUDGET., WHILE REDUCED BY $300.000, STILL PROVIDES
FOR THE NATIONAL INTRODUCTION OF SALEM EXTRA IF TEST MARKET
IS SUCCESSFUL.

-~ THE REDUCTION OF $800,000 IN THE CAMEL BUDGET REFLECTS OUR
DECISION TO DISCONTINUE MEDIA SUPPORT OF THE CAMEL REGULAR
BRAND EXCEPT FOR A SMALL TEST IN FIVE AREAS OF THE COUNTRY.

wECT 29108,
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-- DORAL WILL SPEND THE SAME IN 1975 AS IN 1974,

-~ VANTAGE IS THE ONLY EXISTING CIGARETTE BRAND SHOWING A
BUDGET INCREASE. THE $2.8 MILLION INCREASE ENABLES VANTAGE
TO MAINTAIN ITS SECOND-HALF 1974 MEDIA SPENDING RATE.

-- WE PLAN TO WITHDRAW ALL SUPPORT OF WINCHESTER CIGARS AFTER
THE FIRST QUARTER OF 1975 ASSUMING WINCHESTER CIGARETTES
GO NATIONAL. MEDIA SUPPORT WAS DISCONTINUED IN JULY OF
THlS YEAR THIS MOVE REDUCES THE BUDGET BY $3.6MM.

AS YOU CAN.SEE THE MAJOR EMPHASIS IN OUR 1975 BUDGET IS IN THE NEW
CIGARETTE. BB‘\ND AREA (BOTH TESTING AND ACHIEVING NATIONAL DISTRIBUTION),

£ FULLY ﬂmGNlZE THAT HE ARE PROPOSING A VERY AMBITIOUS MARKETING
PROGRAM, m[ICULARLY IN THE NEW PRODUCT AREA, BUT IT IS EQUALLY
EVIDENT Tﬂ?_ SUCCESSFUL NEW PRODUCTS ARE KEY TO THE FUTURE GROWTH
OF R. J. BEMNOLDS TOBACCO COMPANY.

SCCT 2Z2ot106
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" MARKETING ORJFCTIVE [
1975
[}
RE-ESTABLISH OUR SHARE OF MARKET
_ CROUTH
I THe DomesTic CIGARETTE INDUSTRY °
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KeY OPPORTUIITY ARFAS FOR GROWTH

IncreasE Our Younc ApuLT FRANCHISE.
1

Ivprove Our h:TPO TAPKET SPAPE.
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CIGARETTE CATEGORIES

DeveLop MNew Branbs anp LIKe EXTENSIONS.
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. * STRATEGY FOR ESTABLISHED BRANDS
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NEW WINSTON “CANDID” ADVERTISING CANMPATGN

ESPECIALLY DESIGNED TO APPEAC TO YOUHG
ADULTS WITH: . |

@

SIPLE STRAIGHTFORWARD COPY
BeL1evaBLe PEOPLE WITH CHARACTER
StronG PRobuct SELL Wi1TH ReAL’
TasTe EvpHAsIS, '
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MoRre DoMINANT MALE VISUALS.

1MPROVED SALEM ADVERTISING

More Truz-To-LiFe YounG ADULT SITUATIONS.
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A GREATER SPIRIT Of Fun!

GreaTER Use OF WATER As A REFRESHMENT SyKaoL.
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SALFM BOX ADVERTISING
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STRONG APPEAL TQ YOUHG ADULTS
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SALEM BOX PROFILE Is YOUNGER
HiTH-S7Z Oc Users In Thz .18-34

fise Group Versus 417 For SALEM
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STRONG PERFORMANCE EFONG YOUHG ADULTS
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- oHYING YOUNG ADULT APPEAL

1
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0 NEW AND YOUNGER SMOKERS +
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INCREASED ADVERTISING INSERTIONS IN

" TRADITIONAL YOUNG ADULT MAGAZINES .
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~ SPECIAL EVENTS PARTICIPATION

o NASCAR - REACHES 8 MILLION SPECTATORS --

637 UNDER 35 YSARS OF AGE.

.t

e RODEOS - OVER 600 EVENTS REACHING 12
MILLION SPECTATORS -- S57% UDER
35 YEARS OF AGE -- xu Mip-VesT
AND Vesr.
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.-." .SPECIAL EVENTS PARTICIPATION
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o SPORTS CAR RACIHG - 10 Races Reacking 300:
SPEC:ATORS -- 857 uNDER 35 YEARS OF AGE --
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VENTS - “0T10MAL '

1. Event SITE PARTICIPATION (TRACK. ARENA, ETC.)
o PERMANENT BILLBOARD ADVERTISING |
o BRAND EXCLUSIVITY AT CONCESSION STANDS'
o SALE OF BRANDED, EVENT-RELATED ITEMS
@ o Tie-IN BANNERS AND PASTERS
o Branp Commercials over PusLic Appress SysTews

FoY L o _
2. =PReSS OUTREACH."“. .

2y . T R : ..

ssé: ) .
3, ’R'-'I'AIL Sroas sz-INs WITH PPODUCT DISPLAYS AND :
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L <~PASTERs R }
1
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s

--m SHOPPING CEWTERS 1H MAJOR t.ARKETS KEAR RACE
. S]TES: THCLUDING Nsw York CITY, FOR 50 \\EELS
DURING THE YEAR), '

5. Tie-In hswspAPsR AND PROoPAﬂ AD"EPTISIhG FOR IHAGE
Assocu:rxou BETWEEN PRAND m‘n SporT, . - -

RIM 067338

q.-,HIPSTOV £l CARs AND CAhEL FILTER GT Car (DISPLAY:D .

¥203% -

£669



. sEAS FOR GR

INCREASE OUR -YOUNG ADULT FRANCHISE.

1PROVE OUR METRO MARKET SHARE. , | -
4 * .
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" POPULATION COWCENTRATION IN METRO MARKETS

By Year 2000;

Tz o 707 or U S, PopulaTion WiLL Live
# . IN 12 UrsaN CENTERS. . | '
o oo

wiaz ¢ 507 of U, S, POPULATION CONCENTRATED
semt It 3 UrBAn CENTERS. -
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