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- R J, REYNOLDS TbuuCCO COMPANY -
BRAND ADVERT]SING AND PROMOT[ON/M[RCHAND[SING BUDGETS

1975 VS, 1974

TOTAL -

. 210L weo0g -

FREEREINE o | ” b
© T CuRRENT 74
__BUDGET
. WINSTON - $ 53.6
SALEN 35.8
CAMEL - 14.2
DORAL 7.6
VANTAGE 105
EXISTING CIGARETTE BRANDS 121.7
_ NEW CIGARETTE. BRAND NATIONAL -
NEW CIGARETTE BRANDS TESTING . 2.5 .
HINCHESTER CIGAR o 4,0 - 0 .
EXISTING SMOKING/CHEWING 1.5
2R S _0.2
$129.9

u__‘_

———

. (MILLIONS OF DOLLARS) L

3N
LU

1975 INCREASE/
BUDGET (DECREASE)
$ 51,0 $ (2.6)

35.5 (0.3)
134 (0.8)
7.6 -

_133 2.8
120.8 (0.9)
ST 4.7 .
5.8 3.3
04 - TG
0.8 0.7)
_us o _od
431 $13.2

PERCENT

CHARGE
(4.9
(0.8)
(5.6)

. 26.7

0.7

1320

(30.0)
(53.3)

200.0

10.21




WINSTON

MARLBORO

BSE290 WLy
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$27.,584 $26,169 $35,477
*$26.132 $25,663

$20,518
$31,196 $29,939

.+ (1) ESTIMATED FOR MARLBORO,
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. SALEM

" KOOL
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$14,855  $21,537
$23,734  $21,759.

(1) ESTIMATED FOR KooL.,

1973
$23,193

$18,546 .

lﬂlﬂ(l) _
$25,065"

$18,022

1373
$24,500 .




- . R J. REVNOLWS ACCO COMPANY - v
J BRAND. ADVERT 1S ING:AND PROKOT 10N/ MERCHANDIS ING: BUDGETS

1974 - 1977
mLLIoks 6F DOLLARS)
WINSTON | B $53.6 . $510 $50.6 - $ 58,9
SALEN - .. %58 35 382 41.1
CAMEL - . R 13.4 © 135 14,2
DORAL o 7.6 7.6 7.9 80
VANTAGE o105 13.3° - 14,3 . 155
EXISTING CIGARETTE BRANDS . - 121.7 1208 128.5 . 117
“ NEW CIGARETTE BRANDS NATIONAL - R (N a3 T W3
.~ NEM CIGARETTE BRANDS TESTING 25 - - . 538 K - 5.3
WINCHESTER CIGAR - 4,0 0.4 - -
EXISTING SHOKING/CHENING | 1.5 0.8 09 0.9
% L R - g3l 4622 41887
& . AMOUNT B $13.2 - $19.] $ 22.5
‘Pencent - .' g L - 10,22 . 13.3% 13.9

$10L4 w006
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CHART #
RJR SHARE
1871-1977

Lt
- F
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* - A SHORT TERM SOLUTION.

WE'VE NOTED CONTINUED GOOD GROWTH FOR THE
DOMESTIC CIGARETTE INDUSTRY. WE HAVE OUT-
LINED THE KEY MARKETING OPPORTUNITIES -
T0 RENEW OUR SHARE GROWTH AND THE

SPECIFIC PROGRAMS TO ACHIEVE 1T,

AS SEEN BY THIS CHART, WE ARE PLANNING
FOR THE MAJOR PART OF OUR GROWTH TO COME
FROM NEW BRANDS.

VANTAGE WAS OUR LA§T SUCCESSFULLY -
INTRODUCED NEW BRAND, WITH ITS FULL
EFFECT IN 1971,

_ IN THE YEARS 1972 anp 1973, AS OUR SHARE

DECLINED ON OUR EXISTIHG BRANDS, MAINLY
CAMEL REGULAR. WE HAD NO NEW BRANDS TO
TAKE UP THE SLACK.

THIS YEAR, WITH THE SUCCESSFUL;}NTRODUCTIDN

. OF WINSTON LIGHTS. .SALEM BOX; AND THE

FAST GROWTH OF VANTAGE, WE HAVE STABILIZED
OUR SHARE AT 32%.

OUR 1975 PLANS ARE DESIGNED TO TURN AROUND
THE WINSTON SHARE DECLINE AND AUGMENT THE -
SHARE MOMENTUM OF SALEM, CAMEL FILTER.
AND VANTAGE. BUT WITH THE CONTIMUED

DECLINE IN CAMEL REGULAR. THIS IS ONLY

4102 2008
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ink

NEW BRANDS ARE THE ANSWER. OUR GOAL IS

~ TO INTRODUCE A NEW BRAND NATIONALLY IN

EACH OF THE NEXT THREE YEARS( ‘75, '76.,
AND ,770 :

THE NEW BRAND PROGRAM ACCOUNTS FOR ALL

OF OUR BUDGET INCREASE REQUESTED FOR

1975, WITH NO CIGARETTE PRICE INCREASE
ANTICIPATED AT THIS TIME. OUR 1975 PROFIT
INCREASE FALLS SHORT OF CORPORATE GOALS --~
BUT WE FEEL THE STRONG PLANS CALL FOR

MORE INVESTMENT SPENDING NOW FOR HIGHER -

- PROFIT GROWTH IN LATER YEARS.

RJM 067363
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Enclosed you will find copies of tobacco industry documents obtained
through the industry maintained internet websites created in accordance
with the Minnesota Medicaid settlement. The documents are organized
according to the following headings:

I. Military promotion/activity
II. Minority studies/targeting
III. Intervention in state/local activity

IV. Dual standard for nicotine levels-- Marlboros with higher levels of
nicotine in Philipines/lower level in U.S.

V. Industry youth research (quotes)

The enclosed represent only a small sample of the documents available
through more extensive searches. Some of the more salient points have
been highlighted for your attention. If you have any questions, please

contact Geoffrey Wayne of the Massachusetts Tobacco Control Program at
(617) 624-5906.



L Military promotion/activity



91523841 Page 2 of 29

Rankeronpd of the MAldLary Movket

There ars 5,789,097 teopls in the military rwarket, with a spandable income
of approxinatelw $%,400,000,000, Of this Tigure, 2,837,201 sre zerviceran,

and 2,951,256 are their dzperdenta,

& currerct brezkdiownm of Lhe asymod forcea naractmel followas#

Army 1,064,647
¥evy 666,428
84T Foree 884,028
Coaat Guard 31,139
Marinzs 199,962

Due 5 the Tact that rast of their buaic veode are pald for by tas govern-
xent, the paople in the markel havs a higher gercentags of spendehle incars

then “ne averags civilian, It i3 sldc vary svidert that tholr woney goes

further, lLecuusa cf tha lay priccs offcred by te emchangse,

The militery wmerXeth, on the whols, lenis to 2e youag and impreasiom; 68%

of ther ourrently ara 23 years of sage and under, In fact, the median age 1isg
22,9 yeara. 'itme, 1% foilowe that the majority tow in Lae service, end theo.
entering and leoaving, are ai an age where fudture ':n,-g-.tng hebits are baipg forrmd,
Many trand preferenczs are ocishlished in the service yeers ths.—u carry through

tha reat of tha’r lives,

Thugy we hove u young, vresponalbls, maturs, ard spsnding market ~ unich e
gpigrificantly fuwrortant ip determiqing tha future buyZng prefarences of s
good uwany fantliss, In fact, 39,63 of ltha erciisied wen zre mar-ied 2t prasunt,

- while 79.G% of tha officary heve Tam'llce.

915223842

% 2993 World ilmenac

hip://www lortllarddocs.com/Zectallime asp?DOCTD==9132384 1 /3836 7/9/98
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The military market is seperate, distinct and unique, when compared

to the domestic business. Altnough there 1s one basic oustomer, 'the
government, tﬁe types of outlets,'how they buy and promote and mer-
chandise with different measurement criteria, is not what we experience
in domestic séles. The military sales force is by necessity specizlizeg,
and 1s deployed and trained to deal in this environment. Hkilitary A
consumers are more eaéily segmented, extremely price oriented and res-

pond tc promotional acitivity.

Cver the yezrs, there has been little recognition tnzt the wmilitary

.merket is & serarate and specialized business. Turde that have been

alloceted are often withdrawn or reduced, meking promotional angd
mercnencdising planning zn exercise that was seldom implemented. In
snort, tnere nas been little continuity, short lead times &nd lack

ol brand specific committiment to the military business.

Winagt is needed is a3 total, integrated program directed to tne military
marxet. It should be & continuing, concentrated and mecsurezble e’fort,
with the support oi the brand groups with specizl prozrems that are

adecuately funded, to insure maximum results.

Cpportunity herket

"= One hz2lf million enter and one nelf milliorn exit wmilitery each :.ﬂ
ﬂg? E year tp domestic market, ‘ .
- Higher. per capita cigarette consumption than domestic (2/1)
- Young smokers in military are Ycaptive®
~ heavy starter index '

- The military consumer will remain young with en average age of 24.4 ‘
years., :

~ Easy to reach because of segmentation

466613271




~ Black, hispanic smokers increasing
- Ferale population increesing (approximz'tely 7.4%)
- Retiree segment will continue to grow-from present 1.4 anillion

- Paid reservists increecsing to about one million and are expected
to get year round shopping privileges

- Overéll trdop population expected to increase modestly
- Navy plans to double fleet size to 665 ships by 1565

- J'arket is more responsive to promotions than domestic

Strategy

Teilor integrated program directly for military wmerket., This includes
developing and execuiing the promotion, rumning = promotional ad, using
FCr, utilizing "set sales" in store - targeting coﬁpetitive smokers.
This offers higher awareness snd more potentiel szles. It &also offers
the opportunity for more continuity type promotiqnal progrzms {i.e.
 incentive items) that consumers could collect ezch montn for multiple

—_— T TT——
carton purchzses,

Problem Areas

- Competitive Investment spending - not gustlfled by volume ... includ-
ing persommel :

"L - Competitive programming increesing <or military market
—'Lack of specific promotion programs for militery
- Domestic SEFX promotion used in military
~ Lead time not sufficient to obtain desired results

= Promotion funds not usually allocatedj;uncommitted funds offered
without plans

-~ Media ads placed at random using consumer creative, not tying into
promotion or military

- Military warket not recognized as = vehicle to obtzin starters and
feeders to domestic market :

~ Steady growth of generics

466613272
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- B & ¥ sales de

- Lerge number o & ¥ marginal brands that continually struggle
to exceed volume minimum and need speciel ettention periodically

I :

Missionj _
To serve specizlized markets with a special seles orgenization, utilizing gf
targeted programs for each of the segments of the militery market to ’ ?f'

maximize brand sales, -4% !

Chellenge

To compete successfully aguinst the volume leaders, RJ2 and Fii, who

——————

' cdnsistently "investment spend" to maintain share.

Market

" The militery populafion has been relatively stable over the yecers,
remaining at zbout 2.1 million. The market also contains about 11
million shoppers (active duty, reservists, retired) who shop primarily E:'
iﬁ commisaries, which is 5% of U.3. population. 7The median age is
young 24.4 years, witn 60% of males married. There are 1.1 million
military wives between 18 - 29, Filitary income avefages £38,924 per
family with proportionately more discretionzry income. Cigarettes
represent the third largest sales.category behind mesat and civilian
clothing meking it extremely important in domestic militzry seales.

J Per czpita sales of cigarettes is ebout twice the U.5. averege.

Analysis of Outlets

ABs an indication regerding the size of militery commissaries, the i
average stles per commissary is'15.1 million ddllars vsS. &4 super-

market chain (i.e. Lucky Stores, which is 13.5 million and Xroger with

an average of 9,0 million). Further military szles would rank in tre

top ten supermarket chains or the top eignt in department stores szles.

466613273




| Conmissaries get & congressional sppropriation and mﬁst sell &t cost,

Plus 2 small surcharge of 4-6%, while pilitary exchanges must make

a profit to cover costs.
A. Army & Air Porce Commissaries ' S i
Commissaries are similar to large supermarkets. Average weekly I
ﬁ & W volume'pqr store is 1,176 cartons. This segment accounts 5 i:”
|

for 57.09% of total B & W military sales.

& 6251555 onlydere sold in these outlets.

The Commissary serves active duty/retired military personnel

and tneir families. Average age is 30, with 80% of the shopping

done by females.,

B & W is stronger in Army Commissaries than in the Air Force
due to a larger populztion of blacks (est. at 20+%). ¥We main-
tzin an average 15% of the space at AT Com Stores and 17% in

2rmy Com Stores.

Army Commissaries stock en avérage of 70 cigarettes brands, while
the Alr Force authorizes 62. New brand styles are accepted con

& 3-month triel besis, after which the brand must move 2 minimum
of one case per week or it is deleted.

B, Army & Air Force Exchanges:

Main Exchanges are comperable to domestic department stores,

and Branch Exchanges similar 1o C~stores. This segment accounts

for 15.49% of total wmilitzry sales.

Fain Zxchanges account for 25% of totzl cigarette seles: Troop

and Branch Exchanges for the remaining 75%. 4in estimated 80

466613274




of exchange cigarette sales, mostly packs, are to male consumers

(enlisted personnel). Average age is 22.

Acéording to NMexwell, these types of outlets carry the top 55
brand styles, with an a2dditional 5-7 brands for test. We main-
tain an averagé of 11 brand styles in distribution. authorized

styles are limited to 55-62.

Kool accounts for 53.%% of B & % total sales, with Kool parent
doing 45% alone. Full-flavor brands do 72% of totzl business

vs. 59% in commissary stores,

Kavy Exchanges

Tnese outlets are similzr to domestic department and C-stores.
iverzge weekly B & ¥ volume per store is 167 certons, Tais
segment accounts for 13.3% of total B & W military szles, dut

BT

represented 16.43 of our total loss in f§ﬁ§,‘

vizin Exchznges (60) account for 50+% of totul cigarette scles;

Branch Exchanges (167) account for the remzinder.

Low-tar brands do an estimated 38« of total sules; 3 & W
low-tar menthols zccount for 43.2% of our totz) menthol scles,
The consumer in this segment is a composite of the i&-T Com & Zxen.

shopper. Average age is 24.

Xavy Exchanges are the only retail outlets on the bzse that sells

cigarettes.

466613275




' D. Marine/Coast Guard Exchanges

These outlets are identicel to Navy Exchanges. Marines end.

i
o e,

Coast Guerdas together account for 4.7% of total B & W military

. sales.

Distribution in both segments is very good, averaging 14 drand
styles, Czrton szles account for 70¥ of szles; the remaining

304 of puckage sales is mainly in Troop Exchanges.,

Both sezments cater to young meles., Average age is 23. 'The EBlzck

population is estimated a2t 30%.

E. 3Ships &flo=zt
41 present there &re 345 ships in the fleet. (Kavy plans cell

for 6€5 by 198€.)

Ships £flozt business accounts for 19% of our volume. They !
presently authorize the top 42 ¥exwell brands for stocking, eaca
individual store being 2llowed to cerry an additional 1G6-20

styles besed on volume.

Cigarette consumers in this sub-segment =re males, Average age

is 21.
—————

B & VW Disiribution

Average B & W brand distribution in the commissary segment is 13.1%.
A brand is reguired to generate 2 1% SCN in order for it to be main-
tained, The commissary segment accounts for 57.3% of totzl szles and

continues to grow.

466613276




zvery competitor has improved/increased their promotional activities

in an effort to introduce end maintain maximum brand styles.

A Ob;ective

Obtain &nd maintain B & W low-tar brend ACV distribution levels.

B. 'S‘tra'tegz
Iaprove end expand'consumer set store sales in the commissary,

¥evy and Karine Exchanges.

CHANKZLS OF DISTRIBUTICN (MILITARY/INSTITUTICHAL)

Segment % of B & W Filitary Sales/# of Cutlets

Alr Force Commissaries .23.8% 5.87
Army Commissaries 27.20 ' 4,33
Lrmy & Air Force Exchanges 15.4% 32.42
Xzvy XExchanges 13.26 17.72
Vv.i. Centeens 3.7¢ - 10.14
Institutions 3.59 6.10
iarine =xchanges 2.42 5.C4
Coast Guard Exchanges 2.30 3,44
Clubs % lisc. ' 2,06 14.%4
TCTAL 100.00% 106,003
l:anpower

3 & W is the only compa2ny that does not use domestic personnel in tne
military market. B & W snd RJR toth have combined Military and Vendﬁng
- personnel. All compzniec use part time help, while all companies,

except B & i, use full time/part time help.

—

This would indicate that total allocated hours for part time help gives

466613277




B'& ¥ good overall coverage and flexibility in that we oan shift the hours
fo any location, based on our need., Overall manpower for B & W is ade-
guate to meet our share targets, asspﬁing curreht competitive activities,
any increase in our promotionzl effoff, however, would regquire a smzll

increase in part time hours for "set store sales".
. The restructuring and-integration of militery and vending h&s now been
”acompleted. This will result in a stronger strategic thrust for bota

segments and better utilization of resources.

CCLZETITIVE KANPQOWER

¥ilitary/Vending = Domestic Personnel Full Time/ Pexrt Time
Compeny Fersonnel 20+ 3pent in Mil. Part Time Help - Eelp
B & W 56(i:/V) C 108
RIR 30{u/V) 124 60 120
B 35 (i) 29 77 40
FL a(®) 94 16 50
Amer. 13(5%) 70 g TC
L& 3(%) 76 15 68

gles by Segment

[97]

3 & W szles in 1982 were off -9.5% in commissaries and =-7.7% in exXchanges

s With total militery sales down 9.3%.

£11 B & ¥ brands are down in sales in both commissaries and excharges vs.

1881.

B & % market shere is also down in euch segment for 1682.

466613278
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Stock limitations of 55 brands in A &.AF exchanges, 60 in Arny
Commissariéslang 65 in Air Torce Commissaries negztively impact iCV.

Ye are constantly”attempting to promote marginel brends so as not

to be delisted. This takes & disproportionate shere of time and effors.
aAlthough, we expect to maintain distribution levels, major competitors
have targeted the commissary segment for }ncreased promotional activitieg

and commensurate spending rctes.

Contrinuting factors to the sales turn down ere: .
¢ - incresse in generic szles
- more overseas training (U.S. troopes shipped over on temporary basis)

#? - extreme continuing competitive pressures, primarily in promoticnecl
arec .

Ae Generic Sales (8 - 12%)
* £s high ee 173 in some commisseries
* 40#% hzve generic king size as # 1 Srand
Survey indicates generic buyer is "price" oriented (81%) znd

:jvkﬁ7iij;%zﬂbeginning to retionalize with "taste". B & % losing proportionately

o ,ﬂbl'->%mre sales than RJR and Ili. Overall generic szles represent ap-

%

%5

proximately‘{6¥xof total military sales - and rising, with most
purchases comTﬁg from commissaries (78%). The rise in generic
seles further endengers the distribution of merginal brands,
(i.e. maxioum brands stocked remains constant) which is an in-

creasing threat to B & W.

B. Strategy _
The best way to combat this leakage is to offer continuity

‘" || promotional, "collectable type"; activities (i.e. silverware,
\f)/ ( record club, etc.) to keep thé purchaser coming back. The in and

out VPR won't work long term because generic prices ere everyday

466613279




low prices.

B & W ESTIMATED -SHARE OF MARKET

. 1981 Est., - 1982 Zst.

Segment/B&:i 5{ of Bus. Share Shere Chg,
air TFoxce Commissary/é9.89 15.5% 14.5% -1.0%
Army Coumissery /27.20 17.3% 16405 -1.3%
484F Exchange /15.49 17.9% 15.7% -2.2%
liavy Zxchange /13.26 12.5% . 12.5% -
lerine Zxchange / 2.42 18,0¢% 17.5% -0.5¢4
coast Gusrd Exchenge/ 2.30 15.0% 15.0% -

Fromotlions - Competitive

Competitive invesiment spending continues by RJR and P for the militery

marxet.

Zmerican and I&F. zlso outspend B & W with Lorillzrd at cbout

the szame level.,

~Z« Re J» Reynolds

izin thrust is in commissaries

53,000 to 7,000 allocated quarterly for VPRS to each commisszry
based on local volume. aAverage per year spending this type
promotion alone is about 33,000,000.

In zddition, conducts nafional military sweepstakes quarterly,
Uses VPRs in all buying segments to supplement sweepstakes promotion.

Use 52 store coupons'(paydays) in selected outlets.

Combinztion of incentive items and VPRs are also used in the
exchange segment on a Quarterly basis.

Part time help is used regularly to install/maintain displeys,
stock and sample. ' '

Participates in all shelf agreements with exception of Army

commissaries. 466613280
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- Domestic programs are fully utilized in the military,

Philip Forris

Promotional effort is almost ecual in all military segments.

Combinetion of 50¢ VPRs and incentive itews (in large oquantities)
are used in all segments,

Cost of incentive items are eguzl to 21,50 per item.

Conducte two military promotions per cuerter in addition to
using domestic seles programs.

Conducts one militery nationzl (brend specific) sweepstzkes
yerrly in the commissary segment.

Conducts loca2l (brand specific) sweepstukes using #50 shopping
gprees.

Brand funding of psrt time help, when necessery, to ettuct
incentives, VPRs and for display work.

Conducts szmpling programs at rendom using part time help.
Primarily conducted in commissaries and high volume exchznges.

Perticipctes in all certon/shelf zgreements,

Americun

Frimary emphasis plazced on Carlton and Lucky 3trike Filter in
all segments.,

Uses 2 free packs with a2 carton, 1 off VI3s and 1 {ree zszck with
purchase of 1.

Conducts monthly militery sales programs ir addition to utilizing
domestic programs.

With exception of AAFSS, participztes in 211 shel? contrzcts.

Part time help is used in high volume outlets to attacn VzZs
and incentive items.

L&KW

-

-

Placed all emphasis on generics. Spending large amounts of
money to introduce and promote these brands.

Promote generics with 2 free packs, 50¢-and 31 off VPRs &end
giving outlets free five case security displeys.

All other I&M neme brands are reduced by 50¢ per carton on a
regular basis in all seguments. 466613281
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BROWN & WILLIAHSON
1994 — 95 COLLECTION

CHIV CE_fYORY
oHE NUHBER (maxcE) _ 366613281 A B C Dk is
' HISSING
( ) HISSING IN ALL SETS
{ ') HISSING IN CLOSED AND REVIEW SETS
¢ ) DELETED
¢ ) CHANGED T0 .
¢ ) DELETED AND CHANGED TO
( ) NOT USED
¢ ) OTHER
C X) ADDED

DPATE OF CHANGE

cLosep s G- 20 - 9

REVIEY SET 9 -20 -96




- Part time heip is used to attach VPR and free packs,

- With exception of Navy Exchanges, perticipates in &ll carton
contrects.

E. P. Torillard

- Kain thrust is on Kewport (targeted against Kool) in all segments,
with emphasis in exchanges.

~ Use 75¢ VPRs to promote their brands on 2 quarterly basis.
Supplemented by usage of large c¢uantities of incentive items.

- Participate in &1l shelf display contracts/pay the wost money
for allocated space,

- Use part time help to attach VPRs/incentive items and maintein
displays.

- Utilize 211 domestic sales programs.

3rovn & Williamson Fromotion Orjective

Develop and implement, trizl and continuity, promotions for individuszl
brands, to both mzintain distribution and efficiently generate zdéitionel

siles,

Fromotion Strateecies

- Utilize specific military promotional programs that integrate adver-
tising support, P.0.F., promotioneal incentives and store %“set szles"
to maximize the overzll impect and effectiveness.

- Target promotions to competitive brand smokers.

- Develop promotion events that are targeted to various militery sezments
(i.e. markets and reteil locations).

- Spend ageinst segments that offer the highest return or potentizl.

- gtilize promotions, as necessary, to meintain distribution on marginal
rands.

- Maximize promotion effectiveness by providing funds for locel
opportunity plans.

- Utilize part time help in the implewentation of local promotion events.
- Use national Skr promotions as secondary effort.

V//- Spend against totel brand with emphasis on perent to maximize return/

seLes- | 466613281 A




~ Empnasis on the placement of permenent displays in high volume outlets
_to assure continuing exposure of promotion programs.

' 46661326173




1983 MILITARY

PROMOT IONAL CALENDAR

| VIC. & BARCLARY

Promot {on I January '[ February I March I fApril l May : dune ly . Auqust l September October November December
{ 1 I
totional | KOOL_FAMILY S \ Lopen | Viergey | OFEN | f IKOOL_FAMILY SMp
SMP | “=Self-Liquidator I H | i ! 1 { I } {
I | | 1 | i | ) ] ! o1 {
1 | | | | { | 1 | ! | 1
= 1 __BAWCAY TANILY { VICEROY TOARGLAYT _______ WOOL FAMILY [ EELAIR T RALE JTH
M{iitary | -Comm. Store Sales/ | «Set Store Sales |T/D { -KOOL Music Concerts 1 =Sampling Program | T<Cons. Store Sales
SwP ] 1. Items : | =Sampling ProgramlAprs | -In-Store Promotion | -$1.00 Off Coupons | -$1.00 Off Coupons
I | | -$1.00 Off IStore | -Contract VPR'sl | -Medfa Coupon Orop { =Sampling Progrem
1 | Dupons - | gh _Vol. Comn Store Sales) I |
T VILEROY | LAY RO [ BRAN BARTIIY 1 - KT onh
military 1=Con. VPR'sl ~ 1/0 Incentives | “usic concert | ~-Set Consumer 5ales |-Feature In |-Contract [-~Store Sales) tore
Secondary 1-T/0 Incentl ] | foP | {paydays) i . | Store Salesl wr's [-Sampling | Sales
1-Target | | | -Store Sales | -31.00 Coupons | 1-$1.00 off | -$1.00 Orm! I-Exch. T/
! smp. | | ! I | _-Reserve Exch. T/0 Prom. | Cougon |__ Couons | ] _Promotion
{ YOUR OPINION I Y INION YOUR OPINION YOUR OPINION YOUR OPINION YOUR CPINION
Locel | T-UtTiize Incentive | “-Concentrate on | ~-Concentraste | -Concentrate on | -Follow up on KOOL | -tmphasis on all brand
Options/ | left overs from &iiv | left over | on RALEIGH | all styles ipn | Music | | styles, X-mas
Tertiary | Qtr. 82} : naterial from : and EELAIR | Exch. : | ] promotions
i i )

Mational SMP progrem Is “ha Domestic progrem funded by individual brands.

Military SMP §s & naticrel military promotion funded by specific Brand Grouwps.

Military Secondary is the national military program funded by Speclal Markets Department.

Local Options/Tertiary :: funded from local LMP funds and special allocations of funds and/or incentive ftems from Specisl Markets,
From time to time speci:i distribution drives will be conducted in this promotipnal category and additi{omal funding made avaflable,

NOTE: This a a plamnlng ca::.<ar for use, specific details and changes will be forwarded to you on a auarterly basis.

D¥82LT999Y
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" SUPPORT DATA
1986 MILITARY

ACY_OBJECTIVES

OBJECTIVE ACY

PRESENT_ACY

ARNY AF NAVY ARMY AF N.AW

BRAND STYLE COMM. COMN. AAFES EXC. OVERALL coret. Ccoeny AAFES EXC, OVERALL
B8CL X 89.4 88.6 41.5 52.0 23.6 90.0 90.0 43.5 95.0 82.0
BCL 100 88.8 91.0 40.1 85.6 72.6 9¢.0 92.0 43.5 90.0 76.0
BCL BOX 18.2 21.3 3.6 50.0 22.7 22.0 23.0 6.0 56.0 25.0
BCL MENT K 15.6 371.2 7.5 52.1 21.3 16.0 42.0 9.0 35.0 32.0
BCL NENT 100 7.7 56.3 7.5 55.3 3.7 42.0 62.0 10.0 55.0 45.0
BEL K 98.7 99.8 88.6 98.6 91.1 100.0 100.0 30.0 100.0 96.5
BEL 100 33.1 97.9 64.4 50.1 78.3 85.0 99.0 « 66.0 9.0 83.0
- —

X00L MILD 96.0 91.6 97.2 98.9 9.3 98.0 95.0 99.0
KOOL LTS K ﬁl..1 51.9 63.0 19.4 55.4 45.0 54.0 68.0
ROOL LTS 100 63.6 80.0 14.9 7.7 56.4 (8.0 B5.0 16.0
KOOL ULTMA K 47.9 671.9 4.9 5R.6 433 50.0 70.0 8.0
ROOL ULTRA 100 49.7 17.9 2.5 59.7 5.4 " 53.0 80.0 5.0
RAL LTS K 53.8 16.9 9.1 67.0 49.4 55.5 80.0 10.0 72.0 55.0
WAL LTS 1DO 59.0 68.3 1.8 56.0 &5.9 63.0 72.0 4.0 60.0 48.0
YIC RL K 3.6 26.4 6.7 40.1 19.2 6.0 28.0 6.5 4).0 22.0

27.4 45.2 12.2 48.6 31,6 30.0 §8.0 13.0 $0.0 35.0

vic u 100

The overall B4 ah

aclectively/rtrates

fective for ACV distribution i3 to

Individual hrand style performance.

In cvery case, iAn
of aw Indtividual

Funding to Introd
will come [rom Ui

rffort wilt be
tow tor hrand,

wee foxt ahlich

fcnally improve dlatribution based on

mide to stock one style

¢ Special Horkers and LM budpets.,

and malatain distribution
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A, Broughton
>, Christeascen
3. A, Rorfhage
Allen
F, Piegel

[helau
L. McKeown
. Acken (AMI)
IPRIOML. . A, Veatch
DA Jupne 5, 1978

SUBIECT Military Promgotion Vask foree

The following is a recap fur (he first phase of aclion taken by the Military
Promotion Task Force, which was convened subsequent to the November
Avea Managers' Meeting held with the Brand Group. The task force was
charged with analyzing the current military sales potential for Rrown &
Wwilliameon, the current military cigarette market, the activildes of
competition and deveiop pramotional objectives, strategics, and finally,
programs that will raise Brown & Williamson above the competitive clutter
with corresponding suled increases.

Gackground

Approximately one yeuar ago, Roger Allen developed a camprehensive
report ou e mililary mavket for cigarsttes.  Among the key iindings
were the fasts that Brown & Willieunson brands have not kept pace with
the total military cigarette market, It was further pointed out that the
incidence of emoking is higher in the military than the civilian populsiion.
The report reinforced the fact that many military smokera can be
classified as "btarter smolers' and approximatcly 500, 000 military
personnel] return Lo the civilian scetur each year,

lu summery, the report served ag the warning mechapizm that Brown &
Williamngon must reintorce its military mnvketing effort in order to take
advantage of the potential involved,

AL the tne of the Area Mawagers' Meeling, Joe Piegel provided &« review
of what Brown & Williamson and competition are doing in the way of pro-
moticnal suppert for their vacious brand stylea.  he majority vt wetivity

centers around cents-olt stickers and/or tupe-dn 1t s,

NOTICE [F THE FILM IMAGL 18§

F LMOIMAGE 1S LESS CLeAR
THAN ‘Tlllb NOTICE, LT I8 NDUE I‘DJTHE
mu.\l,ll\' OF THRFE ODCUMLNTT B0 PLT e




Luring bis presentation, My, Pregel roequested ugsistance from the
the I3rand Group to develop a range of and organization for military
promotional activitles.  The prerequisite of the asalstence was that
1t must move Brown 4 William 3on ghend of competition's ¢fforta
and provide {or ghart aud long term growth opportunities,

At the request of and with finanaial aid from, the Brand Group
elmployed Action Markaeting Linuted to do a detailed analysts of

the military meaket proreotional potential, provide a series of
activities and events that will organize Brown & Williemson's
military efforts und give the company the potential for a Iradership
position 1n promotion,

Facts
AL Adult military market

Active Dty : 3, 2185, VOV
Retired L 325, 000
Reservisis - 1,443, 000
TOTAT : “R53, DOO
Srokers : 3,211, 200 ar 42, 5%

Annual military exit to domestic = 500, 000 individuals
plua dependents.

1976 military cigarave sales = $357MM or 25,5 billion

mirs,
Ctgavettes arc third largest galeg categary in military.

Ter capita ciparette sales and consumption is reported
to be at 50% greater than tor domestic markeat.

Tatal mulitary cigarette ahipments from 26, 3 billion
anits in 1974 1o 25,0 billion unitg o Tw¥E T e b
Williarnson sales went (voviy 300 Litipag e

to 4.0 hillion unita in 1978

Total military rearhet shitt 1974 -14976 = -3 04%.,
PBrown & Williiunson military market shift 10741070
- 15,097,

Total civilian cigarette shinments from 556. 2 hilliun
UNIES i Y87 e 3713 Dillion unils o 1976, Prown &
Williamson civiliag shipments went frowm 97 9 billion
amits i I co 0208 billionn anils o 1076,

NOTICE IF THL FLLM LMAGE 1S LESS CLEAR
THAN TRIS NOTICE, IT IS DUE TO THC
QUALITY UF THY. DOCNAFNT REING FILSD,




Total civilian market shitt 1074-1976 - +2, 715,
Hrown & Willinmaon civiliaun market shift 1974-1076 -

R S
eand ranking:

Military Civilian

LI
1

Ryand Y

Marlbora UL us 15,11
Wington 1Y 14,67
Sulem LT 4.93
KOOL a. 44 10.01
[Lent L 14 4. 05
Palt Mall 6.34
L& 4.34
Camel
RALLIGH
Vanlaje
Merit
BELAIR
VICEROY
Tareyton

[PERN S

- e

.17

.15

NU S s

™
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Recommendations

AL Marketing and promational objectives musat be establishedl
by brand style for the military market, jointly by the
vespective brand managers and the manager of military
Aules.

A yearly military promotion calendar shaald he
catablished that will overlay the civilian SMP
sehedule (e exinhit 1), SMP event must worlk an
pack or carton rack.

Customized military promotional events should be
tested for use on a regionnl hasis or nutional level
il civilian SMI* artivity is nol appropriate to the
military market,

A marketing information system must be developed
that is geneitive to promotional sctivitics an a localized
basis, -

A Corporate bdget of $0. OM should be eslallished for
the sccond hall of 1070 in order (o toat 32ven events
(8ve exibit 1D,

NOTICE IV THE FILM IMAGE 1§ LYSS CLEAR
THAN THIS NOTICE, IT IS DUE IO THE
Q’UALITY Ay TU" NACUMENT KEIRG FLesen,
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.. £. A Corporate budget of 500. 0M should be establiahed for
: 1?79 Inurd2r o tield five nattanal military eventa and
cight vegional military cvents.  Breakeven is 15, 113
convarters or . 5% share lucrease,
G The current level of mititary TMP funds b substantially
reduced and the reduction be channeled into the miilitary
marketl promaotion budget.
1. Channel appropriate levels of media advertising againat
! the military market that wil support and reinforce the
promotional activities.
IV, HNoxt Steps
A, Obtain Manasgement corumitment to military promotion
pprogram.
", Obtain tules and marketing manapeent support of
mililury promotion program. B
' C. Levelop senstlized evaluation gystemy for military promotion program.
D. Have Marketing Information do update of hrand positions in military
market.
E. L&tablish brands' marketing and promotional objeclives {or mililary 4
market,
F. Provide copporate funding committment for 13970-14972 and beyond,
Gi. Develop and execute 1878 military (¢80 prounotions.
11, Develup actual 1973 military promotion calendar.
Al
¥
w.oAL y
, . ..
’-‘:.‘ V4334
v .
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EXHIDIT |
SAMPYE 1970 MILITAKY PROMD flON_CALENDAR
Mational Regional
Month _SME Military Brand Military - isrand of Cholet
Junuary BELALN [PFree Movie Alt $4.00 Coupun
fFebruaty RELAIR Froe Movie All 30¢ Stick-On Coupon !
Mareh ARCTIC L. pree fec. Fa ARCTIC & VRL Beer Mug
April ARCTIC L. Froe heeo Eq. ARCTICKVRE, Beer Mug
May VRI. Free ilm RALFIGH Lt Progresgive Relfund
- Junce VRL Free Film RALEIGH Lt Progressive Refund
Suly FSL Rattle Game wSH. Shopping Sprec
August K51, patile Game ESL 75¢ Stick-On Coupon
September Brand 'f{' vree Colfee Brand 'B’ Double Bucka .
tober Brand 'B' Free Coffee praud 'B’ Double Bucks
November Prand 'D' Free Movie All Liguidator
Deccrnber Braud ' Free Movie All Liquidator
i
.’-\?.ﬁ
.
Y
. 4

|
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; EXUIBLY 1
. SAMPLE 1978 MILITARY PROMOTION TEST CALENDAR
Testl Tunt 11

July Pree il Free Movie

August Free Coffue Free Movie

September Beer Mug $4 Coupon

Oclaber Progressive Refund 34 Coupon

November Prugressive Refiind Thanksgiving Shopping Sproee
.. A
{3 v
i

iy )

v P

BOTLCE IF LHi FILM IMAGE 15 LESS CLEAR \ 3 ] 1 o
TUAN THIS NOTTCU, [V 15 OUL TO THE 2 I

‘UALITY OF “THF. DOCIEZE'NT REING BN,
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5-YEAR PLAN -~ SPECIAL MARKETS

U. S. MILITARY - CONUS

SITUATION APPRAISAL

The military market will remain a very viable market with a consumer. base in
excess of 6.2 million people worldwide, or 2.63% of the total U. S. popula-
tion. Oepartment of Defense studies currently indicate that 51%¥ of active
duty persomnel smoke and 83% are age 34 or younger. It is believed that the
smoking incidence will decline in the future due to ODepartment of Defense
anti-smoking pressures.

B& has the opportunity to reach a young adult segment and develop leng-term
franchised smokers. The military market serves as a feeder market with an
estimated 500,000 individuals entering/exiting military service yearly.

In 1986, the Department of Defense initiated a program to reduce smoking in
the military. Army and Air Force commissaries now permit only coupons to be
used in the commissaries. All other forms of In-store promotional activities
are prohibited. The Department of Defense's overall objective is to have a
smoke-free military by the year 2000.

The Department of Defense program has negatively impacted our sales and promo-
tional activities. While the restrictions will continue to be enforced, we
believe that the program has peaked and no further major restrictions will be
imposed. The future severity of these restrictions are directly related to
the elected and appointed political figures (i.e., Secretary of Defense,
Chairman of the Arms Services Committee, etc.).

The military market will continue to decline due to various factors. However,
it still accounts for 2.6¥ of B&W's total sales. Overall, 1986 total military
sales have declined 7.1% year-to-date June 1986 vs. June 1985. It 1is felt
that this decline will continue over the next several years but not at the
accelerated rate that it has this year.

Competitive investment spending will continue to increase in all segments,
especially in the value added brands, which now account for 22.5% of total
military sales.

Currently none of our competitors nave any Cscewliuhed Pull 2@venu . ool ts
that have grown in market share durlng the last 12 months. The consumer has
become less brand loyal and more price conscious. This trend is expected to
continue. It s imperative that B&W establishes itself in the Black & White

164608344
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July 7, 1¢g3
TC: Regicnal fales Marager; 2dwision Manager; and
Assistant Divisiorn Manacers in:
Regiocn 15 - San Diego Division only

FROVN, ; victor D. Lindsley - Newroont Assistant Brand
Manager

SUBJZCT: NEWPORT'S 52N TIEGO NAGVAL STATION MILITARY PRUMOTION

Newport's military promotions have been a great succesg, At the
lest military promotior alone, we wese able to distribute over
20,000 Newpcrt. samples and hundreds of Newport premiums amonc a
higlr concentration of targeted Newpoxt smokers;: a mos4 caative
audiepce. Well our next stop is San Diego Neval Station 1n
CaliZornja where Kewport wii] help celebrate the San Dienc Raval
Fair. And it's going tc be bigger and beltexr Lhan ever before,

The excitermient begins at 1900 houvre (7 p.m.} cr Friday, Avg. 19,
when Newport runs the first event of its "aliwve 17ith Tiagmoes?
Militayy Challenge, The Newp ool Ly oagyiss o

Aucust 2%,

All cvents have been tailored specifically for the San Diego
Naval Station and include a "Teem Obstacle Course," a "Tcam Pit
Stop Compctition" and a "Tri~Athlon". A scheduvle of events 1s
atteched for yuur reference. 1In addition to the events, Newport
gamples and premiums will be disiributed throughout the weekend.

- Although nc' sales force activity is reguired, please come an out
to the San Diego MNavol Station and see the Newrort Military
Challenge in action.

m.
in
N
(84]
=)
9%
Victor D. Lindsley é
/e
Attachment

http://www.lorillarddocs.com/getallime.asp?DOCID=85280377/0379 7/9/08
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DETERMINED TO BE AN
ADMINISTRATIVE MARKING ot e e e et
.7 INTALS: DATE / - |
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BISHOP,: LIBERMAN, COOK, PURCELL & REYNOLDS

D= T — ey —

TO; Rodertl Lewis :
From: David E. Satterfield, III

Date: May 30, 1986

Subj: Packet relating to: cigarekte ma;chandislnq policy
in military comnigsaries. L

s

-

Enclosures:

(1) Prom the Packet - ([a) Notice ta the trade
# 85-15 - Department of the Army; {b} Air Rorce

v document dated April 14, 1988; and (¢) Message from
Air Porce Commissary Sexvice, Relley air Porce
Base.

(2) Copy of: pOD Directive 1010.10, dated March: 11,
1986 (Brackets and underdines added to identify
portions relating: to. cigarettes),

Generally speaking, the actions set out in enclosure {1)
focus primarily upon activities which raise the visibility
af cigarettes and other tobacco products offerad for sale in
Commissaries, with special emphasis upon advertising and
gpecial service-oricnted sales promotions.

It should be noted alsoc that enclosure (2), i{ssued by
Deputy Secretary of Defense Taft, has not yet been
implemented by the Army, Navy, Marine Coxps, or Air Force.
Tts effective date is June 1, 1986; however, neithar the
Army, Mavy, Marihe Coxrps, or Air Force has implemented it aa
of this. time. You will note that it was forwarded to Asst.

Sect. Mayer, ASD(HA)Health; Asst Sect. Cox, ASD{FM&P] Force @a
MEragement and Persennel: and Asst.-Sect. Wekb, ASDF{RA} :§
Reserve: Affairs, for further implementation within 9¢ days. S
o

I have been informed that the documeats in enclosure {1) 1]

do not represent DOD action. Ingtead, they are the &g

voluntacy product of the Jofint Servicea Commissacy
Committee, composed of commissary representatives from each
service.

7/9/98
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Mema to Robert Lewis
May 30, 1786
Page 2

Based upon conversations with individuals who were privy
tu the activity of the Joint Sarvice Committee, the decision
to act eminated from knowledge of recent developments in
Congress, the decision of the Secretary of Defense, and the
exiastence of DOD- Directive 1010.10. It would appear that
the Committec: decided ta take certain voluntary actions
which it was certain would result eventually from the
smoking education and no cmoking promotions program
indicated in Dircctive 1010.10.

Apparently they scought -to ferestall the imevitable with
the expectation that their effort would preserve and
maintain the marketing level of cigarette sales in
commissaries by reducing the{r vis{billity as specialty or
unuysval products, outlawing service-oriented promotiona of
the sale of cigaretfes vis a vis general pwblic prOmOtLonB:
and voluntarily sctting “thelc own atandard for a single
displayed warning.

By way of c¢larification, it should be noted that
stocking tobacco products im "gondola rons® means stiacking
them on the open shelving which extends along either side of
customer aisles, just as ather items offered for sale: are
stored, The prohibition agalinst storing tobacca products at
*end caps” relers to displays at the butt-end of aisle
gondela shelving along customer croes aisles. Apparently
these locations are considered special and used for
promgtional items. These gquidelines also prohibited tobacco
advertising, which was censidered essential to lowering the
visibility of tobacco products buffi which, it was felt, would
not adversely affect the level of sales.

I was confused by the language dealing with “meving
language advice” to eigarette purchasers [See item B. on
page two of enclosure (1lI(c)]. This weuld merely inform
purchasers in those states. where it is «pp]lﬂwrl" ok
limitation on the pumber of ciunreties wh'
off buse, free of state tobacco taxes.

It was made clear that the Joint Committec: was
attempting to remowe the high vigihility af tobacco
products:, which they feared would imvite harsh futwura DQD
action whizh weuld have the porentiall of crippling cigarette
sales in. all commissaries.

Considering the present ciccumstances, especially the
attitudes of some high-level DOD officials, it {5 easy to
undegstand the purpose and objective of the. Joint Services
Commisgary Committee, Their exercise of' this kiond of
fnitiative just might accomplish their goal and prevent
gruater uncontrolled damage in the long run.

SESP0LLS

hltn://www.lorillarddocs.com/getallimg.asp?DOCID=87704554/4556 7/9/98
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Meaa to Robert Lewis
May 30, 1386
Page 3

I am sure yow agree that the sengitive nature of remarks
by others dealing with motiwvationas which led to the Jaint
Committee's unanimous action, and especially indications
upon which I have constructed what I believe was the parpose
and intent of the members of the Joint Committesa, demand
confidentialiry, Obwiously, there are those in the TI
organization and in the industry who need to know, and
should know, what this is: all adbout. 1 would hope that they
will realize that the need to know how this came about does
not extend beyond those at the highest poliey levels,

Should some of this information: reach the wrong hands or
become general knowledge, there can be ne doubt that the
ultimate result will be far more drastic.

9SS POLLY

7/0/08
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Novembar 18, 1880

N

To: Mr. A. J, Stevens

From: L. J. Clark, Jr,

Re: Lorillard supplying cigareltes to the White House

Military Office

Dear Mz. Stevang,

This lettcr i= in reqards to owr telephone conversation
o Noverbexy 11, 1983 relcling to Mr, CLiff Shacrock of the
Military Office in the White Jicuse. Mr, Sharrack has not heen
centacted Y9 Mr, Reagan's transition group at this tiwe, but
he wants tc be in a position to advise them il thijs program
is available. 1lorillard is the anly %tchaceo conmpaby Mr.
Sharrock has centacted at this tinc,

Mr., Sharrock &dvised we that I'hilip Morvis lhas a contact
that has closs relations to Mr, Re:agan's transiticn toam, As
you are awaxce, Fhilip Morris in adcition to lorilliard supplied
cigazettes to the militazy uvftice ol the White Heouse and Air
Foree One.

My. Sharrork said that he will nescd a letter of reply on
our position in this mafrar. Th~ lakter shonld b nddesass?
to: Mr, ClLiff Shry: ' pEon
DC, 20006.

I recommend that we coirsider supplyinog clydasottes to the
White Kcuse as it will aftord exvellent exposure cf our produets
to new consucmers cf our cigoreties,

e P, J. Mctana
A. L, Everactt, Jdr,

POTOLIGSE

http://www.lorillarddocs.com/middle.asp?Path=i:/lpages/ore02004/01 02&fm=85174104 7/9/98
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BISHOP, LIBERMAN, COOK. PURCELL & REYNOLDS

MEMORANDU M

: Samuel Chilcote
From; David BR. Satterfield, I11
Date: February 2}, 1%8%
3ubj: Report of meeting with Harry Walters, Adminfistrator of

the Veterans Administrakion, and members of his staff
to discuss a proposed VA directive tg ban the sale of
cigarettes in all VA Canteens.

b ——= 5

At my regquest I met this morming at the vA Central
Office with Barry walters, Administrator; Dr. John W. Ditzler,
Chief Medical Director; and Robert E. Coy, Deputy Chief
Counsel; of the Veterans Administration.

You will recall, this meeting greaw cut of eventsa
during the past two months which began with my discovery last
December ¢f a proposal by the director of the Veterans
Administration Medical Center, Allen park, Michigan for
approval of a pilot program to eliminate for a period of one
year the sale of tobacro products in its Canteen. It alsa
proposed a study to ascess the effects, egpecially financial,
of that experience. The danger in implementation of such a
program is evident. It could serve as justificatiocn for an
agency wide ban not only in the Veterans Administration but in
the Armed Services as well,

You will recall that when I repotted this to you I
alzp informed you that I had imitiated an xndlrect inquiry in
order to ascertain how the VA Central Nffice hau .u»a Ao
proposal. Initially that reaction wag .ol o0 oo AN
the earmarks of a dying issue. I wase aware DE Goe Eaok fhak
Congresgrcan Rowland, a member of the House VA Commititee, had
initiated a direect inguiry to the VA about the proposal,

You will recall that in early January I discovered
thaet the matter had suddenly come to.life, no doubt because of
strong advocacy by Dr. Ditzler, the Chief Medical Director of
the VA. I was informed that Dr, Ditzler had decided to elevate
the pilot program to an outright ban on the sale of clparettes
ir all vA Canteens. I learned too, that the VA planned to
6tate in its response to Congressman Rowland the view that it

http://www lorillarddocs.com/getallimg.asp?DOCID=87696913/6917
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has the legislative authority to order such a ban
administratively.

Because I was aware of the fact that such a directive
could only he issued by the VA Adrinistrator, I met with to you
to discuse the situation and to recommend. that TI take
appropriate steps to attempt to dissuade tbe Administrater from
giving favorable consideration of the proposal. 1t was decided
then, that I should contact Harry Walters, the Admipistrator,
vho I know, to ascertaln what he knew about the propousal and
perhaps, discuge it with him.

When I talked to Mr. Walters on the telephone I
learned that the matter had been forwarded and that he had the
propoaal under active consjideration. I, therefore, requested &
neeting with bim to discuss the watter, and to inform him of
the cigarette industry's position with respect ta it,

3 Be responded favorably, ané set our meeting for 1l0:30
on February 19th,

puring my meeting with Walters, Ditzler and Coy, I
prezaented the points which 1 felt Walters should consider.
Generally, they addressed the following:

- The proposal would affect the sale of a legal product
E vwhich is entitled to the same protection under the

; .S, Constitution and federal laws dealing with trade
; of all legal products. 1 specifically referred to the
d 18th Amendment experience

I - I discussed my persaonal feeling about the Va as a
veteran and as a member of the VA Committee of the

| House for 16 years and Chairman of its subcommittee on
Medical Facilities and Benefits. | stated my deep
concern about the fact that by thisg actlon this
revered gervice would assume a hew role as an activist
qovernmental agency at serious potential risk of

I irreperable harm to it,
¢ - I questioned the claim of the ih that ' qcw huap
| legislative autbority to Ligpcn. Lbhde “an

administratively and pointed cut that uhere are strony

i legal arguments to the contrary. Then, without

1 threat, I observed that this could produce a legal

i challenge by someone,

- 1 referved to the hardship this ban woulé inmpose upon
patients who exercise the right to smoke, a right that
Dr. Ditzler has recognized, mspfcially patients who
are paraplegics, who are re ing long term nursing
care and those who occupy VA Domicililaries.

- I discussec also the impact which termination af 23%

FT6 9638
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of total canteen sales would have and the effect which
the loss of large cigarette profits would@ have on
Canteen finances.

I have a more detéiled recap of ttiese discussiong in
my file which is available to vou should you desire to read it.

vty Ty

After complementing Dr. Ditzler for making a
recommendation which he considered to comport with hig official
duties and making it clear that he would always reckzce
racommendations from the Chief Medical Director in mattecs
which the Director felt related to health, Mr wWalktexs observed
that he tended to take the broader view of the matter, <That he
would have real concecrn about banning the sale or use of a
legal product. He referred to probhibition and the disaster
which that expetiment produced. RBe made it clear that he did
not look with favor upon anything which touched uponm such’ a
3 pronibition, especially of a legal product. He did add,
however, that he could change his mind later, but stating agafn
i that this is his present thipking,

A A - = —a s & sl

oA

1 interpreted his remarks to be a statement of his
decision not to approve a directive banning the sale of
cigarettes in VA Canteens. T felt that it wae the better part
of judgment to accept his statements at face value and not to
seek greater clarification at that time in the presence of Dr.
! Ditezler and Mr. Coy. I d0 pelieve, however that we should
E explore the advisability and possibility of ways to elicit his
views for the record,

TN TR

To that end, I contacted Congressman Rowlansd to inform
him of the outcome of my meeting with Mr. Walters. I dié so
i because I knew that Walters was scheduled to appear before the
Hause VA Committee on the VA Budget and that Coagressman
Rowland bad in wind raising the issue with him., After our
| conversation Congressman Rowland decided that he would ask his
question only Lf a suitable circumstance arose during the
hearinga. That opportunity did not present ltael!” hacavgsa o8
limited time due to a Joint Session Lo hesy Macgeret Jeak

wlian .

-4

I am disccetely exploring the possibility of a letter
from Congressman Montgomery, Chairman of the Committee, to Mr.
Walters to inquire about this matter and to request his views
with respect to it. Obviously that course af action nust be
explored with great caution and we must have a better feel for
the sitvation in the committee than we nave at this time before
we can make a final determination whether to proceed or not,

LACENX YT T

Ik is interesting to pote, that in my first telephona
conversation with Mr. Walters he indicated that someone in the

+
2

-3 -

v
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Central Offica had led him to believe that this was not a
unigue proposal, that other government hospltals bave zlready
acted and that this proposal was intended to place the VA in
step with the action of otbher Departments and Agencies. I
informed him that I d4id not believe that to be a fact and that
I would address that aspect of the matter at our meeting which
I did,

That observation took onh added meaning in 0i* meeting
when Dr. bitgzler referred to the discussion of a sim.lar
1 recommendation made last fall at a meeting of Armed Services
Physiclans. His comment leads.to a clear impression that
something may be afoot at the medical level in the Armed
Services. I have the feeling that pr, bDitzler had hoped that
his action would be in consonance with similar actions in the
armed Services of, if not, that it might act as the catalyst
for action there.

I repaorted this to you immediately and am now pursuing
my asSignment to tzlk with the Secretary of the Acmy, a former
colleaque and personal friend, and to quietly find out through
personal acquaintances in the Wavy what, if anything, may be
occurring in that sector. T will continue to f:ggrt Sgyyou

whenever 1 have information.

9T69693L8
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Title: Attituce Study
hnmeng Lower

[ A

Brand: Newport
MRD #: 5543/12R4
Date Completed: Fe¢ebruary, 1965

BACRGRGUND AND BURPOSE

Blacks are playing an increasinyly iwportant role in the growth
of Fewport. They currently represent 38% of the Kewport FParent
franchise {up from 308% in 19B3) while only accounting for 8% of
totz] suckerz and 181 of mentho)l smokers.

This market scgment has also increased in proportion for Xewport
Lights (11% vs. 3% YAG).

These trends and the fact thal the Switching Study is not
designed to provide ap analytical sample Of veny low income
Blacks made it. neceseary to conduct a separate tracking study
among this audience.

AttituBes and behaviorsl patterns of these smnckers, egpecially as
they related to Kewport were tlhe focal points of this research.

METHOD

Two waves of tracking were conducted between 1983 (May 19-June 1)
and 1584 (Qctober 25-November 14}, Each wave contained
approximately 315 interviews. Study eligibllfty ircluded being
Black, 1£-34 years of &age, having a family income not in excess
of $10,000 and smoking at least YN cipacabrop per day,

Irterviewy were divided eqQUally 4&vai.o. fovuvw e sk s

kespondents were intercepted ir central locatioos in the
following geoqrapbically dispersed mactkets:

Atlanta (1983 wave only)
Detroit

Jackson, Mississippi

Los Angeles

Menmphis

Chicago

* New York City

* Washington, D. C.

IBLEXTSY
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CONCLUSIONS

Newport has ehown sireable growth among the low income
18-34 Black sudierce. Kool and Benson and Hedges
exhibited signs of decline while Salem and Marlboro
remained stagnant.

Kool still remained the dominant brand among these
smokers, followed by Newport, although the distance
between the two lesseped dramatically. XKool continued to
be the number ohe source of business for Newport,

Newpcrt's rate of growth was balenced acioss the majer
age gegments. However, the brand captured a larger
increase emony males rather than females. (Kool's
decline was most prominent among males and 25-34 year
0lds).

‘: * Demographically, Newport continued te be the ycungest
brand relative to competition and apprarced to have becone
rere male. (There was some indication of a younger skew
occuclng among the Kool and Salem framchises)., Kool
tcmained the most male and Balem the mest female.

In-line with the brand's growth was a corregponding

’ increase in favorahle brand attitnderm Fosard Fruport
among competitive smokers &z we Ll

‘Additionally, attribute rating's shiita weineu v we dow
most favocable for Newport, folleowed by Salew while Kocl
showed 1little, if any change.

"From a product-reljated standpoint, Newpcrt displayed
leverage over Kool for not being harsh tasting while
Kool's point of difference was ft's strongexr taste {a
strong tasting cigarette was however less important to
gsmokecs Lhan is not barsh tastihg). In comparison to
Salem, Kewport was more likély to bhe viewed as having the
right. amount of taste while Salem was percelved as
cooler, and having a more winty taste, although the
latter characteristic was not an important diwensicen to
smokers.

AV 62 TSR
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'  Imagery-wise, Newport wes Jeast likely to be vicwed as a

" brand for older smokers while being egually appealing to

*'males and fenales. Conversely, the inage of Focl and
Salem was more balanced in terms of age while Kool wes
6een as the most male and Salem the most female.

* The mnajority of these smoKere indicated brand loyalty.
Fowever, Newport smokers seened to show more Joyalty for
their brand than Kool and Salem smokers.

* Finally, advertising awarcuess for Newpcit rose as d&id
the levels for Virginia Slins and Salem.

MARKETING IWMPLICATIQNS
* The rescarch corroborated our beliefs abcut Newport's
vitality and stressed the potential that 1s there for the
brand amony this smaker se¢nent.

* Priority shculd continue to be given to these smokers 8se
they represent an increasing piece of buginess.

* Effoils againpst thie guoup must be maintained (and
enhznced) if we are to hold our position and grow.

* Tracking should contipue in 1985 and beyond to update the
brand's performance. Thls progronw will) continue to
enhance our informatiorn anong Blacks and proviée a more

coaplete picture,

SBYEZTICR
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1
MEMORANDUM February 12, 1985
:i,TO: Tan J. Staub
FROM- Scott R. Benson
RK: CRGARE'I'E FREFERENCXZE AMONG BLACKS

—_. e E T E— W e wwr T rwreTmTWwTET——— —— — — — -

The Corporate Segmentation Stwedy included an array of
characteristics which respondents were asked to rate using a & point
"agreement" scale in terms of their appropriateness for an idcal
cigarette, - .

I looked at the "top two box™ responses to these characteristics
among Black and nor-Black emokers and found some meanlingiul
differences,

SUMMARY

Agide from the fact that Blacks aze much more inclined to prefer
cicarettes with a menthol flavor (which we all kndw), they are
algso much more likely than Whites to prefer leading, well=-known
brands, brands smoked by friends (peer influence), cigarettes
that come in a modern-looking package znd packages that arc
feminine locking {(this latter preference was cbviously
attributable to the ratings ameng Black females).

The other side of the ¢oin is that Placks are less likely than
Whites to prefer light tasting cigarettes and cigarettes low in
tar, FEconomy also tencs to be slightly less important tao *hese
smoxers.,

O‘Jg S

SI RC B'

/mn
Att.

¢c¢c: E, P, Farrell
5. T. Jones
L. R, Meroz

ELELZTSS
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* b
CIGA2ET™E PREFEREMNCE
iPercent Ayreze Conpletely/hcree A Lot)
Black Nop-Black Differencs?

Base: 219 (1462

3 % %
Has a lot of menthol 36 i5 k21
Has a ligahl menthol flavor 32 18 +14
Hags a modeyate asount of menthol 44 21 .23
Has a stionq nernthol flavor 35 14 +21.
Loesn't have Loo much menthliol 40 35 + 5
Is. a leading brand 33 33 420"
Is. a well-known brand ' 51 35 o |as
Is. the best value for the mencey Y 53 ﬁ_61
Is economical 46 52 - 6
Feels strorg when I inhale 31 23 + 8
Has a flavor with a Yittle bite to it 35 21 +1¢
Has a lo* of tobacce flavor 43 47 . -4
Has a full bodied tohaccoe [lavaor 35 54 +
Has ac enriched flavar 05 56 + 3
Has a longer length 39 3% + 3
Te. pecular size 45 44 + 1
Has a nellow flevor 69 58 +12
Hus a ligat taste 36 44 T2 3]
Has a package which attrac-s at.entien 30 17 +13°
Cones. in ar attractive package 34 24 319
Comes. in a modern looking: package 42 26 'v1%.

Has orly a towmporary afteritas:

Dcesn't wmake my breath smell 63 60 . + 3
Is low in tar and nicotine a¢ 49 | l- 91
Has the lowest tar and nicotine content 33 37 : -3
Has & brown filter tip: © 34 23 +]1
Is a brand ny friends smoke 24 9 f+15
Comes in a box . 27 28 1.
Nas a feminine lookitg package 29 13 v+16- (2:
' n
Iz comfovrtasls on my lirs £ -3 +13 &4
Has a sofr filter rip 46 31 + S
(X
Has a saticfyins taste 3s 86 -1 |
&
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, ~
CTGASLITE PREF=IZENIT
{Percent Agrec Conpletely/Agree A Lot)
3lack Non-Black  Dil[lerence*
Hose: ' . t219) 11462)
t % k)
Feels refreshing when I inhale 72 51 . +11
Has a natusal taste - 66 62 t+ 4
Coesn't buzn don fast 61 63 - 2
poecsr't have & harss taste 7C 70 +-J
Has a while [ilter tig : 34 2B + 6
Has a high filtration filter 4G 39 + 1

* A 4+ s5ign naans difference is in faver ef Black smaokers.
¢n neans 2ifference 15 1 faver of Non-3lack snoke:s.

CLEL2TOR
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SUMMA2Y .

Two ganels of black meathol smokers 2and a panal e7 white
meninol sackers were sent cizarettes to evaluads i their hcmes.
They recefved <wo 2&2ks of each of 3ive merthol ciczarestss.,
representiig twe: nicstine leveis, two Tenthol levels and an
Alpine-like conlra:. Each pane’ist rated ali Five cigaraties

on gcceptadiliiy, strengtn and mz2nthol iavsel retative o0 a tyeica®
meniic]l cigareite.

Jo cne ciuvarzlte was fourd to be generally more

acceptacle than the ress, But the aigher levels of
®¢ ‘menthal were ncgatively relatad to acceptability.

Tha high-rersthel, high-qicotine cigaretias were

cenerally Tha l:ist szcepiabie,

Menthol delivery level was posi*ively associated
Wwith the strorgth rating.

Nicotine ceiivary Tevel waz net associatcd with

+
)
]

sTrengia rating.

0001

hY
s

The biack parelists were less sersib’ve ther whils

paselisis o Fifferenves 1 wenItral calivery levels.

&1 9t
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[ TROCCULTION

Philip Morris' phanonensl success in develep’ng and marketing
recular fiiter cigarcttes has 1oz 5égn equally sucsesssul in the y
85 mn meriko) marcet. A great deal of R&0 effort ras be2n deveted . 0
to thez protlerm. Resuits fram scme of our previcus studies indi- -

catcd th3% i< would be adwantageous to investigate the effect cf
changes in nicotine and menthoi Tevels upcn syuijective ratirgs by
cpnsumears,

We falt it was imporiant to ceterwnine whether dlack snokers

and white smokers respanZed diff2reazly to these chinges, since
the blesk menz4ol smoker §s an especially inmportani segnent of ' .
the menzacl populecicn. The la%est tracking study, 1975, esyimates )
that 55% of tha black smoking popuiation smokas menthal cigareztes,
yet B8lacks are notebly underrepresented among Afpine smokers and ~Q:$¢
overrcprescried among Kook smakevs. ' S o e

nand  PAEmust peffipie Mubbeiy  peE

Elack smokers have daceme available througin the ichmeni
Prcduct Placzmer< Panel. It is nct a natienally represcrzatiye
sample. byt one which ¢csld perhaps give us clues.

i The First part ¢ the iavestigavionwas desigred To detawmine E;
ncw variazisns in tae nicetiqe and merciol deliveries of the 81

- Alpine-like medz’ iatluenced suoieccive responsaes of hiuack <o Ff R
write smokzrs. A1l parelists smovzz an Aipine cantral ans twur o
axperimsntal slpire diend coijarattes, tde lalier deing targeted En.

;J.

to daliver 0.7 and 1.1 mg nizotine at C.43 ang 0.6% g merthal.
2al1.0%s were conpleTed wita ratings of accestadility, strencgth
and level of mzrzhol.  The sacend pert of zae study was o replica-

ticr of *he firsc ftest usiny & lergzr sauple size 27 only 2lack

menthel smokers.
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»

The experinental cicarectes were designed
of Alpineg blerc cigar2itcs targeicsd to deliver
nicotine 2%t 0,45 anc J.6% 73 of menthol

http://www.philipmorris.com/getallimg:asp?DOCID 1'0003'625180'/2'51.1;.
Lis L

?e: ba varzai‘ons
0.7 and 1,1 ng 24

in tha snoke; (comparz:ile

to the Alpine merchol .Jeve® at tie lowa- end ard siightly higher
2% the other and cn either side ¢f Algine's nicotinz level.)

Analytical date of the cigarettes used fn the tests arz shkcwn belaw.,
(See Appandicec Al and AZ for conplete znalyiical data.)

TABLE 1
Mi-3 {1671 & 5592) "~ Alzinc Experinental Cigarettes
Tar (ng/zigt.} 13.9 13,4 13.8 12.1 12.2
Tar per juf? 1.49 1.50 1.85 1.44 1.51
Nicotiae (mgfcigt.) 0.92 1.08 .12 0.84  0.82
Micotine per puff - -0.11 0.12 0.33 0.1 0.10
Menthol (me/cigt.) 0.46 0.48 0.75 0.44 0.£2
Merthol per puff 0.05z¢2 D.0539 0.0353 0.082% 0.17293
Y

5306 o ' c

' o
Tar {rq/ainz.) 12. 14.9 14.7 13. 12.8 Eg
Ter par puff 1.52 1.62 i.73 1.5% 2.5% op)
Nicctina {myfcigt.) n.7¢6 1.17 Y.ore 7.23 S i
Hicctine cter puff 2,00 013 0.73 gL .
Mentho® (mgicigt.)  0.35 .36 0.2 C.48 0.62
Merrzko® zav pufs “0.024% 0.93% D.C641 C.035¢ 0.0756

Athousk targetsd valiues weve net achijeved, it was believe:

there wars 5till suffizient diffzrencss i1 nizeving ang merthal
levals to use thd ¢icaraties,
Ll TR I R I o, W
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[ Test Precadures
The first test, “‘-J was §n twc sectons: 1621, = Natviona®
POL! menthal nanal of 350 swckers, and 5802, an AP* black menthol
garel of 250 smokers. After thz results werz analx*ed 2 replice
tio7, 5504, was sent seyers: morths later tc an 2dditional 465
RP? black mesthol smzéers. In both of tne KP? tests, €% 't and
. 10C nm menthol smoker3 were Used,
Eazi panelist in all of the tesis rec2ived 10 packs of cigc-
‘ retzes--¢ packs of cach o3 ke five codad cigarattas t‘ha contral
ard fous exzerimental Alpinzs}. The panelist was 1ﬂ5ufJ:tcd te
i snoka the ciigar2t%2s i any order he zkgse as long as he cempletad

the scalee for one 33t of cigaretta ccdes bef:ore smcking the next.
{ In beoth secticrs of MH-3 preseatation was partiailly balanced (two

oresencations) irn ordar %o minimize the effect of ary panziiss
tendznzy to fallow baliot ecrde=; {n th2 reglicated test, 550¢, a
compiete balanse was achieved (120 presertatiors) with the use of
1mfiyiduat shez*s dor each cigara:stz. The panelisy was asked to

rate each of the cigarattas om 3 scales: accentazility?, stwergthd,
and menthol level®. 3aliot samples are leczatad in Appendices BT
cand B2Z.

Data &nalys®s

In all of tke “ollowing discdssions, 3 rust be =nni..

e

that wé are comparing deta frsm a National 0L paqzl, d2rnograoniva:ly
distributed, wita data fren a ssate-«ice R?? canel. % i3 ar= of
| our recouvendatizns thet the sane raci¢t inforwation 5e made zval -

abl2 iz tne 201 pan2)3, garzicdlarly-in regarz 0 penthsl panczls.

" Cur reasons haw2 zlrescy boan stednd i1 1k introdiciicon. E;

p—4

e

S —— | 2

Myror .0qnston £stivete: that cniy 35 ¢ Lhe tctal retivis, -

inClueing rent4s) tests. i1 POL ere frem ns1-wnite syckers. ??

Stszislice extiremely tg 53s1ike exirencly ~>

i 3?=extremewy weis to J=exztrarely sIrony gg

L. i -

[ - . ‘ .
i=extrenzly low to S extrenme:y 11ya :
B 4

e e

CoraTe 4 i remme s Ao R ey s - - L . S
T FU e Y- P S T e alt
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Another important ccnsideradion in interprezimg thz deta is
tha~ thke cigarezt2s in beth tests were similar 0% nct identicel.
In perticuar, ths cijavecttes in tha veplizated test (R29-5506)
hzd greatar vangss Scyween the highest apd lcwest deliveries in
tar/cicaratte, *ar/ou%f, nentkalfcigaretie, and meathcl/pu¥,
(Sea Tagle 1.} Theredcre, the two tes<s ware first traatec
soparately: PMN-3 as onc test {with separate subgsroups for The
bazional PCL ta2st 1501, asd the RY3 test, 55CZ% arnd tha RP? tast
€505 2s *he o*her study.

Tne ratings for dhe three scales for each of the cigaretzes
ware &talyzez by mz22ns oy the onz2-way analysis of variance with
repesatad neasures on subjects. The Duncen Seceraticr of Means
Test (the Durcan Multipic Range liest) was appliad when apprapriate
{F pres.c.035) to detaraine which of the mezzns were significantly
di“ferant from the othars. Various correlations were run betweon
tre mean %éfings.and'ana1y:ica1 data in the str2q3th, menthal

llzvel ard accenta%ility sezticns.

fra’vsis of the Strenc:ih Data

Tazles 2a & 2 are sitmarizs of the strength data fzr bath

tests, showicg the mean ratings arnd cha probabilitiec from Zha

ana.ysis of varjance for the tozel #arel and varicus subaroups. ti

The results c¢f the Durncan Sezaratior oF YWeans To- son o 4

shecwn, either in the body af irp tozle waen =i- Gizaad oo Lo -

prcper relatioaship tc cne arctlher, or as a “octncie. ??

A 5

_ —a

In all but a faw cacde perslisca {3¢qed thza strergshs cf Tne L

i - = Q35268 F‘C--:]-::»;.JJ\.,I‘:.'J as o arnreTginbs CO -.'I_. ;q)
cigarettes &S 2?5E; PR e N [p(_gf)_ Ir{erqs:fqg?f, “Pe anour=

of mentha’ apsear: to Fave zeen mora datartinative of sixargth
razircs tnen btha amzuear of qicz<qire.  Cne weu.d *nfer that the
panalists were res:ending ¢ Tae intderan® navsaness ¢f the maring?
witcn nas ofzen dear repdriag 2s & secpery Feeling T L2 M2uth
a7d throet, anc thal tnis sersatiorn cvarrode awny 2°fect that oinar

cropertias ¢f tho amoke may hav= nad.
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