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Nannyism fuels

the anti-smoking crusade

in your company car, even if you are

rS'I'EVEN HAYWARD . alone, Davis police announced their first
There is no end to arrest a few days after the ordinance

sxhibitionism in the campaign to eliminate ; ever mind that the arguments abotit
amoking in California. , . nanntes might secondary smoke are based on science

: regulate next in the 30 dubious that even Galileo's inquisi-

P THE WRITER: Mr. Hayward, a non-amsker,
s tesearch director for the Pacific Reswarch

name of health. Don’t

tors wonld blush. Even if one dafers ©
the EPA's panic over a minusculs health

«  institute, 3 Sen Francisco-based think tank dismiss this prospect risk from second-hand smoke, it cannot
: lightly: An Atlanta- mitigate the fact that the inquisition
based health group against smoking represen:s a highly se-
- has written Hillary gﬂn indignation %ordcring on hypoc-
ucky thing Sharon ~“Stone’s Clinton® ¥
cha:,-'ncterin“ﬂanic Instinct” fm‘l;?t%l?i‘:ask It is tiresome and ineffective to go
wasn't hauled in for question- y . through all of the technical arguments
ing by the police in Davis. suggestion that food about how we assess relative health
Had Stone lit up in the Davis be taxed according to  risk. The satirical imagination of some-
interrogation room and taunted the po- its fat content to pay medﬁg ?gﬂb:rt tbi.;mintsomg::s; élﬁ vr:
o e e i 3" e for the health-care Forget the navy: ‘Today’s Créw of the

going to do, arrest me for 3 " the
answer would have been 8 swilt *“Yes!™

The alwarys politically correct univer-
sity 1own of Davis recently enacted per-
haps the most far-reaching smoking re-
strictions in the nation. Smoking out-
doort ia even prohibited, nnlesz you are
moving soméwhere, Loitering with a
cigarette is now regarded as the moral
equivalent of a coal-burning er
plant. Don‘t even think about lighting up

- the

program
‘ultimate sin tax. Fatty

foods, alcohol, and
meat are all much
more solidly
correlated with health
risks.

Pinafore would caricatyre *the modern
major moralist” decamped in our
health and safety bureaucracies.

The Davis city bureaucrat who wrote
the anti-smoking ordinanca is *'the very
madel of a modern major moralist.” No
doubt he drove hix car a mile or so to the
office the day he wrote the ordinance, in

the process emitting more carbon mon-

(Cont'd.)
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oxide fram hig tailpipe in this one short
trip than all the outdoor smokers in Da-
vis generats in a year.

Once at the office, our modern major
moralist pours his coffee, & single cup of
which eontains more carcinogens than
AL ) ot s

résiduas a tives.

Then he chomps a donut, increasing

risk of cancer through excess fat
consumption. In fact, even as our mod-
ern major moralist is fecling quite prond
of having struck a blow against the evil
tobacco merchants like R.J._Revnolds

mdﬂﬂin_ﬁ{g;%'a. he has been eénjoying
higher dividend? from his stock in Sara
Lee, which has lately been pushing its
cholesterol-rich and fat-laden cupcakes
aggressively in new overseas markets
— just like the tobacco giants. -

At lunch, our modern major moralist
piles mustard — a potent carcinogen
that would be banned instantly if the
Delaney clause was appliad to food itself
instead of just food additives -— on hia
hamburger (no comment required), and
ketchup on his fatty French fries. The
mughrooms in big galad, in fact, are also
highly carcinogenic, according to U.C.
Berkeley biochemist Bruca Ames.

At the end af the day, he returns home
and unwinds with a glass of red wine,
which, though good for his heart, con-
tains numercus carcinogens. Then, be
throws a log on the woad stove he bought
during the anergy crigis in the 19703, but
which emits lots of toxics into the neigh-
borhood air.

This unexaggerated caricature Is nec-
assary 1 dramatize the moral exhibi-
tionism behingd the proposals in the Leg-
istature in California and elsewhere to

ban smoking in all buildings, public and

private,

And as our caricature of the modern
major moralist above shows, there is no
end to what our government nannies
might regulate next in the name of
heaith. Don't dismiss this prospect light-
1y:- An Atlanta-based haalth group bas
written Hillary Clinton's health task
force with the supgestion that food be
TAX20 ACCOTAING D 1IL 14T CONTENT to DAY
for the health-care program — the ulti-
mats sin tax. Fatty foods, alcchol, and
meat are all much more solidly corralat-
od with significant health risks, espe-
cially cancer.

But the most serioua objection to this
kind of grandstanding government nan-
.nyism i that it is simply unnecessary.
Most buildings in California are already
non-smoking establishments. This is the
result mostly of iree people expressing
their preferences in a free marketplace.
It always annoys our putative govern-
ment nannpies to find out that peaple are
able to sort out thase problems for them-
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Sin Tax Creates Jobs—f
-for Bootleggers.

. . By Jon NewrON
High tobacco taxes In Canada have
made the price of a smoke so expensive

that last year about one in five cigarettes-

was smuggled in, largely from the U.S.
They also cost the life of Ross Diego, a
Toronto milk-store clerk. He was shot in
the head by a sawed-off shotgun before
his killers ran into the night with their
haul: 10 cartons of cigarettes. :
President Clinton and his tax advis
couid do worse than to ponder the Cana-
dian experience as they draw up plans to
levy a “sin tax™ on tobacco products. The

Congressional Budget Office says that

hikes in the U.S. cigarette tax from 24
cents a pack to 48 cents will bring in $18
billion over five years. But they will aiso
create 2 whole new territory for the muiti-
nationa! criminal entreprencurs who have
honed their skills on Canada’s booming to-
bacco black market.

The Canadian tobacco tax arose in

Circumstances similar to those now fac- -

ing the Clinton administration. The fed-
eral and provineial governments were

‘nder relentless pressure from health

lobbyists to make smoking unatiractive,

‘but they aiso badly needed tobacco tax

revenues. So they launched anti-ftobaceo
measures and dramatically increased to-

bacco taxes. In 1989 tobacco advertising.

was banned, and in 1991 manufacturers
were compelied to add warning mes-
sages to cigareties. Meanwhile, federal
excise rates soared from just over $17 (in
11.5. dollars) per 1,000 cigarettes to al-
most $41. . =

One effect of this policy was 1o create
big price differences between U.S. and
Canadian tobacco products. Today, 200
Canadian-made export cigarettes cost as
little as $14 in the U.S., while in Canada
the same earton costs about $40, two-thirds
of it in taxes. This in turn has spawned a
vast underground tobaceo industry fund-

. ing a whote raft of criminal operations,

such as narcotics and gunrunning.
Much of Canada’s illegal tobacco en-
ters through a vast Mohawk Indian reser-

‘ vation that straddies Quebec, Ontario and

New York state. It is home to about 8,000
Indians who move freely between the U.S.
and Canada. Once the contraband tobaceo
has arrived, It is peddied in stores, restau-
rants and bars across the country. -

But smugpling operations are hardly
contfined to this area. Along Canada’s
east coast, fishermen supplement their in-

comes by off-leading Canadian cigarettes
to vessels waiting outside territoria! wa-
ters. These cigarettes eventually make
their way back into Canada via the black
market. On the West Coast, cigarettes
turn up by sea and land from Washington
and Oregon. In central Canada, pesple
near the Montanz border buy tax- and
duty-free cigarettes on U.S. Indian reser-
vations and in cities like Great Falls.

Export shipments are especially sus-
ceptible. Many Canadian cigarettes are
put on boats that never reach their sup-
posed destinations. For example, ciga-
rettes legitimately shipped up the St.
Lawrence River, bound for Boston, are of-
ten unloaded elsewhere on the U.S. coast
and transported by road back to Canada.
The documentation for other shipments
goes to alleged buyers in west or west-cen-
tral Africa, who process the docwments as
If they'd actually received the shipments.
When the paperwork is returned “‘exe-
cuted,” the cigarettes are sold to crooks
who off-load them in international waters
and sell their shipments to U.S. buyers or
back to Canadians.

And hijackings go on all the time. In
Cornwali, Ontario, recently an armed
bandit waylaid a truck carrying cigareties
valued at §1.7 million. Manufacturers are
of course loath to go into details about ex-
actly how many tobacco-laden trucks
leave each day. from where and with what
frequency. .But go they do. Unmarked
tractor-trailers cress Quebec and Ontario
destined mainly for Buffalo, N.Y., where
wholesalers resell to Canadian retailers or
to other wholesalers.

Over the past two or three years, Cana-
dian tobacco companies have stepped up
their outputs, although they strenuously
deny this has anything to do with meeting
the demand caused by illicit-sales. A re-
cent report by the Canadian Tobacco
Manufacturers’ Council (CTMC) says that
in 1992 almost 10 bililon Canadian-made
ciparettes -were exported. A significant
percentege of them made their way back
to Canada in illegal shipments.

Canadian cigarettes aren't the only
problem. 0.8, bramds and European im-
potts are also showing up. CTMC presi-
dent Robert Parker says: “This January,
one of cur members arranged to irave the
discarded cigarette packs picked up at the
Montreal Forum for three successive
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[hockeyl games. When they counted
‘them, 3T% were smupgled and 22% of
those were non-Canadian manufactured
brands, which works out to between 7%
and 8% of the total. That compares with
the traditional 1% penetration of foreign
cigarettes into Canadian markéts. So'it's

not Jegully available in

Canada, are hot black-market items, espe-
cially with Asians. Ironically, “Mariboros,
please” is the trigper-phrase to let conve-
nience store employees know that cus-
tomers are after black-market cigarettes,

The nearest Canada has come to curb-

ing the problem was in February 1392, .

when the federal government imposed an
E% tobaceo export tax. However, it was
hastily suspended two months later, fol-
lowing loud and angry protests, mainly

in

from tobacco producers and manufactur-
. ers. All it really did was give smuggiers

an excuse o jack up their prices. )
According to the CTMC, the strget

. value of the contraband market was ahout

£1.03 billion in 1992, with Canadian tailor-
made cigareties representing 75.4% dnd

. UL.5. brands accounting for 4.5%. (The bal-

ance is made up of fine-cut, roll-your-own
tobaceo.)
Canada also lost some $1.3 billion in

© tax doliars, says the CTMC. But the fiscal

cost is much greater than that if you fig-
ure in the costs of paying police officers,
customs officials, prosecutors, piblic-rela-
tions experts and other government per-
sonnel associated with rmonitoring or
curbing the iflegal cigarette trade. ‘
Given Canada’s troubles, one wonders
whether Mr. Clinton might want to re-
think his “sin tax" and raise his mone
some other way.

Mr. Newton is a free-lance writer Iwmg

Business Day

Ehe New York Times
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~Squaring Off
Over Cigarette Taxes

By MICHAEL JANOFSKY

" Never friends, seldom respectful of

- .each other, the tobacco industry and

-antismoking forces have renewed
-their hostilities over industry claims
:that a higher excise tax on tobacco
‘products, as part of the Clinten Ad-
ministration’s  health-care rlan,
would devastate large paris of the
economy. .

Braced for the corrent tax of 24
cents a pack to at least double, and

possibly amount to more than §$2, -

tobacco interests predict those levels
would cut consumption: enough to kill

hundreds of thousands of jobs in in-

dustries from farming to retailing,
close businesses and deprive state
and local governments of millions of
dollars in taxes. - .

Anothet Point of View

-~ Yet opponents cite the industry's’
own behavior of the last 13 yeargy,to
dispute thoss arguments. Until April
— when Phili ced
price cuts of up to 40 cents a pack on
‘Marlborg, and other cigarette mak-
ers ]oll%wed Euit = the companies
had raised prices 33 times, by more
than 350 percent, notwithstanding a
tripling of the Federai excise tax. Yet
jobs did not disappear at nearly the

, rate the tobacco interests are now
predicting they will.

In fact, the companies have gener-
ated higher profits during those years
largely by raising prices, importing
greater amounts of less expensive
foreign tobaccoes for discount brands
and improving technology.

€ent'd.)
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“The numbers

being thrown
around by the tobacco industry bear

no relation to reality whatsoever,”

Matthew Myers, counsel to the Coali-

tion on’ Smoking or Health in Wash-
ington, said. “In effect, the tobacco
manufacturers cloak themselves as
white knights, fighting the evil tobac-

:co tax that would attack jobs. What.
they're not telling people is that their

own decision to raise prices; to im-
port inereasing amounts of tobacco
and to use ever more mechanized

equipment has caused the loss of
more jobs than could possibly be lost
with the levels of increase being
-taliked ebout.”

Biack Market

In either ease, making cigarettes
s0 much more expensive would likely
expand the black market and could
lead to increased crime. And such a
big increase, if applied at once, could
mean that past relationships of price,
O?nsumption and jobs no longer ap-
ply.
. A study by Price Waterhouse for
the Tobacco Institute, the irdustry

fobby in Washington, concluded thata

48-cent tax would eliminate 114,117
jobs — or 5 percent of 2.28 million
‘jobs in the manufacturing

growth,
and distribution of tobacco products '

— and $3.33 billion in payroll losses. A

$2 increase would cost 776,056 jobs — -
.or M percent — and $22.68 billion in -

compensation. A survey by the To-
‘bacco Merchants Association. an eco-

‘Whatis the
relationship

between tobacco
prices and jobs? -

nomic information service in Law-

renceviile, N.J., was even bleaker.
By comparison, the increase in the

price of'cigarettes over the last 13

years has caused job losses of only

133 percent annually. .

"* Yet the Tobacco Institute projec-

tions, the industry points out, do not _

reflect lower consumption caused b
state tax increases on tobacco prod-
ucts, This year alone; 28 states con-
sidered increases and thres — New
York, North Dakota and New Mekico
— enacted them, bringing the nation-
al average of state taxes above 27
cents per pack of cigarettes,

. The averall effect could easfly’

drive the price of premium brand
cigarettes up by about a third to $3 a
pack from about $2.20 10 $2.25 now.
That prospect is causing all kinds of
concerns for businesses .that rely
heavily off tobacco sales, For exam-
ple, convenience store operators,
which derive almest 2 quarter of
their sales from cigarettes, more
than any other product, are being
asked by the Nationa) Association of
Convenience Stores to put their con-
‘eerns in writing in a major lobbying
campaigh.

4

Jim Siratford for The New York Times

Zane Hedge!oock, a tobaceo grower in High Point, N.C., said farmers in

‘the area would “absolutely go out of business, no question about it"” if

the excise tax were raised. With him on his farm was his son Daniel.

Ron Bane, the owner of a distribu- _
tion company in South San Francisco,
Calif., that serves 12 Western states
and four Canadian provinces, said he
worries over the additional security

measures he would neeq once new
taxes make cigarettes more valuable,
Already, he said, one of his trucks
delivering cigareties was hijacked at
gunpoint in Canada, where excise tax-
es have pushed the price of cigarettes
to more than $60 a carton, about twice
the current price in America. .
Equally worried are the tobacco
growing states. Twenty-five House
Democrats, mostly from Virginia,
North Carolina, South Carclina and
Tennessee, wrote to President Clin.
ton in March, saying they would *‘find
it most difficult™ to support a health-

- care plan that would harm their con-
.Stituents. ’

Zane Hedgecock, & 10th-generation
tobacco grower in High Point, N.C.,
said farmers in the area would “‘abso-
lutely po out of business, o question
about it" if the excise tax were
raised.- .

Farmers' profit mergins have de-
clined while the major manufactur-
ers' profits have risen, with Philip
Morris's operating income for do-
mestic tobacco doubling since 1986, to
nearly $5.2 billion last year. Farmers
have been squeezed by a combination
of rising costs for labor, fertilizers
and chemicals, and the relatively
stagnant prices of tobacco leaves, de-
pressed by an influx of cheap foreign
Imports. According to the Tobacep
Growers Information Committee in
Ralejgh, N.C., flue-cured tobacco

{Cont'd.)
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Jeaves generated about $1,200 an acre
‘last year, a drop of 13 percent since
1888, burley tobacco brought $801 an
acre, a 17 percent drop since 1888,

The Tobhacco Institute study pre-
dicted that excise tax increases of 24
cents, 31 and $2 would eliminate 8,140,
27654 and ‘55,308 farming jobs, re-
spectively.
‘A Fine Line

“We work on such a fine Hlne of
profit, any decline would have a dra-
matic effect on us,” said Mr. Hedge-
cock, & 34vear<ld farmer who has

traced his lineage to William Hitch-’

cock, an Englishman who began
growing tobacco in the same area in
1862. Mr. Hedgecock said his greatest
fear is that his 4-year-old son, Daniel,
would become the first generation of
the family not to grow tobacce,
Plant workers in North Carvlina
and elsewhere aregalso concerned
about jobs. Ray Scannell, the director
of far the Bakery, Caonfec-
tionery and Tobacco Workers Union

in Kensington, Md., predicted that to .
in the face of high-

er taxes, companies like Philip Mor.-
ris and R. J. Reynolds ml%ﬁt expand

preserve margins

operations in countries where minu-
facturing is cheaper, Since 1930, for

example, Philip Morris has opened or
improved plants ineasiérn Germany,

* Hungary, Russia and Lithuania.

Attrition also worries the sales and

' distribution sectors.

“If consumption falls by any signif-
icant degree, we would see 20 16 30
percent out of business almost over-

night,” said David E. Strachan, the’

executive vice president of the Amer-
ican -Wholesale Marketers Associa-
tion, - whose membership includes
1,400 distributors and 300 retailers.
Some wholesalers, he said, would

" grow short of funwdds"jf retailers, their

sales falling, could-not pay promgaily,
fTorcing middlerien to carry less in-
ventory, borrow more money or both,

Many retaflers, like small-store
owners in' Massachusetts near the
state line with New Hampshire, are
already suffering. Massachpseus has
a cigarette excise tax of 51 cents a
pack, the second highest in the.coun-
try after NeWw York’s, which became

58 cents on June 1; New Hampshire's

excise tax is anly 25 cents.

-Other Sales Affected

“Massachusetts is not only losing
tobacco sales, but sales of everything
else,” said Cathy Flaherty, exeoutive
director of the New England Conven-
ience Store Association. “'Peaple are
not stopping o buy cigarettes, so
they're not buying bread, gum or
candy, ej:the:." :

Thosé kinds of disparities in ciga--

retie prices are also fueling a grow-
ing black market, particularly in Can-
ada, where excise taxes have in-
creased 600 percent since 1880. By
last year one of every six packs sold
in Canada was contraband, up from
ene in nine the year before; according
to a recent teport for the Canadian
Tobacco Manufacturers Council.
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. An increase in excise taxes in the -
United States might stem some of the

smuggling, but could invite other
types of crime. Robert Parker, presi-
dent of the Canadian council, said
shootings, robberies, hijackings and
murders .related to cigarettes have

increased in Canada: “We have not

collected statistics that are reliable,”-
he said, “but ro!ice agencies describe
this as the fastest-growing type of
urban crime in Canada.”

‘Indeed, law enforcement authori-
ties in the United States say black
market cigarette sales have grown in
high-tax states. One officer described
an emergence of ““mom-and-pop or-
ganized crime groups,” but not yet an
escalation of violence, : -

*The reason is simple,' said the

officer, John Meenaghan, the agent inn

charge of the Burean of Alcohol, To-

-baceo and Firearms office in Buffalo.

“The risk of going to jail if you get
caught is prebably nonexistent. May-
be you get a fine.”

But many of these arguments, rea-
saned as they seem, are lost on anti-

The New York Times —

smoking factions who regard smok-
ers as major contributors to rising
health-care costs,

‘‘No Evidence Whatsoever? -

“The revenue source used to fund
any tax-is going to have some affect
on jobs,” said Mr. Mvers of the Coali-
tion on Smoking or Health. “There is
no evidence whatsoever that more
jobs -would be logt raising this tax
than any other revenue-raising meas-
ure being considered. And this reve.
nue-raiser also saves lives.” .

Both sides are adamant in thei
positions, as antismokers pit thems-
selves against manufacturers as so-
cial villains ‘and smokers as public
nuisances. Already, several bills are
under consideration in Congress, in-
cluding one sponsored in the House by

"~ Representative Mike Andrews of

Texas and in the Senate by Senator -
Bill Bradley of New. Jersey that”
would raise the tax by 78 cents, to Slf '
to improve health-care coverage.

Mr. Andrews flatly rejects predic:
tions of economic chaos, saying in-"
dustry officials “spin their numbers
to make false points.” - -

It is still far 00 soon to know what '
the new excise tax will be. A recom-.-
Jnendation by the health-care task:
force will move to the House Ways
and Means Committee and Senate,
Finance Committee, prior to any Cone:
gressional and Presidential approval:’
Meanwhile, industries wait and wor-
ry. L .
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Experts Waven
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o

ng - onlS Steep R1se

in C1garette Tax

ByPETER PASSELL -
President Clinton is eagerly eyeing a

‘fat new tax on cigarettes, and for rea-
. sons easy to fathom. Tobacco addicts
-@are & proven menace 1o themselves

and others, soc why not turn that to
advantage, deterring their destructive
behavior with high costs and using the
revenue to ofiset the burden smokers
add 1o the nation’s health bill?

-While the size of the tax is still being
debated in the Administration, reports
st week suggested that it could be &s
kigh as $2 2 pack to help cover the cost

.of the health-care pian the President is
preparing to submit to Congress’ later
this year,

"They know cigarstie taxes are bm.h
‘good health policy and good politics,”
says Michael Pertschuk, who was
chairman of the Federal Trade Com-
mission in the Carter Administration.

But what seems like slam-dunk com-
mon sense tv many people arguses
unease, if not gutright epposition, from
‘economists who study issues at the
intersection of health and tax palicy.

Smokers Seen as Paying Costs

‘ While smokers do generate a burden
on the medical system, the widely held
view that smokers do not pay for the
dagmage they cause is probably wrong,
most agree. And while many experts
justify  Government-imposed  re-
straints on the ground that adolescents

and nicotine-addicted adults cannot ac-
cuorately judge what is in their long-
term best interests, this view is being
increasingly challénged.

An obvious reason for taxing tobacco
is that is where the money is. Accord-

.ing to the Advocacy Institute, a Wash-

ington group that works closaly with
anti-smoking advocates, an extra §2 8,
pack wouid generate close to $40 biliion
next year. And though ravenues would
quickly fall as cigarette sales dimin-
ished, the cash infusion would help
offset the cost of expanded health in-
surance coverage umtil savings could
be realized from efficiencies in health-
care delivery.

If the only thing needed was a broad-
based new source of revenue, the Gov-
ernment could as fruitfully, and more
reliably, tax shoes or soap. But ciga-

' Tetle taxes are more easily rational.

ized as forcing smokers to cover their

¢ —————— s ¢ e —)éiu——“.,-—:,—vb
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own costs, much the way so-called
green taxes foree polluters to pay the
cost of tidying their messes,

. Smokers do, indeed, put specinl bur-
dens on health insurance. The latest
estimates, from Thomas Hodgson, the,
chief economist at the National Center'
for Health Statistics, show that the
lifetime medical costs of the average
male smoker exceed those of men who
never smoked by 32 percent.

Pensions Not Colleeted

That is not the complete story, how-
ever. John. Shoven, an economist at
Stanford University, said the higher
medical costs are substantially oifset
by the faet that smokers conveniently
die before their time and thus contrib-
ute a daspmponmnate share into the

- nation's pension funds. The differsnce

tor Social Security alone, he estimates,
comes 1o more than $20,000 paid in and
never collected by each smoker, .

-_r

_ e New Torx Times

Will Manning, now at the University
of Minnesoia’s School of Public Health,
led of team of economists who in 1989
calculated the “external” costs of ip
:bacco use (the costs not borne by
' ‘smokers) and subtracted smokers’ im-
‘plicit pension transfers to nonsmokers.
‘Their estimate of that external burden,

24 cents a package, i5 substantial, but
‘far below the tax rate under considera-
.tion by the Clinton Administration. In
‘fact, it is far less than the tax already

collected on most packs of cigarettes
sold in the United States.

Ken Warner, an economist at the
University of Michigan's School of
, Public Health, poinied out that the
Mannmg calculation was made before
the effecls of “*passive smoking'' were
well understood. A proper estimate, he
argued, should include the health ef-

fects on the families of smokers and -

the fetuses of pregnant women who
smoked. -

(Cont' -
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But Mr. Manning said he doubted
that a full accounting of these added
costs would increase the cost for a pack
much more than 50 cents. And in any
event, some analysts say they are not
convinced that {ocusing on smokers'
faults is warranted in a world that Is

full of antisocial habits, many of them
atfecting society's total health bill.
“"People take all sorts of risks with
medical consequences,” notes Robert
Tollison, the director of George Mason
University's Center for the Study of
Public Choice who is sometimes con-
sultant to the tobacco industry. “Why
tax smoking, but not the consumption
of saturated fat?* :
The case for heftier taxes on smok-
ers is further complicated by the lack
of competition in the tobacco industry,
Through the 1950's, argues Philip Cook,
an economist at Duke University's
School of Fublic Policy, Tthe price of

Conventional
arguments for a
smoking tax are
stiffly challenged.

cigarettes rose far faster than produc-
tion costs and tax increases could have
conceivably warranted.

Joe Came! and the Marlboro Man
now seem to be suffering from a resur-
gence of price competition from gener-
ic cigarettes. But cigarette profits, and
prices, remain high by any market test,
sugpesting that smokers are already

paying a monopoly “tax" to cigaratte

makers on top of Federal and state
taxes. Thus any calculation of the opti.
mazl tax that wouid penalize smokers
for the harm they do to others ocught to
be reduced by the amount of this trib-
ute siphoned off by the tobacco indus-
try. .
The weakness of the conventiona]
wisdom that smokers fail to pay their
own way is quietly acknowledged by
some anti-smoking strategists. But

they say they do not believe that that
argument is reelly necessary io justify
a big tax on tobacco. .

*  Canada’s Tax Cuts Smoking

" Higher prices would be an effective

deterrent to beginning a tobacco habit
and a powerful motivator to guit, they
say. In Canada, where a $3 tax has
maore than doubled the average price to
close to $6 a pack since 1982, average
consumption of cigarettes has fallen by
40 percent. )

But does Washington have the right
to play national nanny, inhibiting self-
destructive behavior with a tax that
would cut deeply into the living stand-
ards of heavily addicted people with
modest incomes who choose to smoke
in spite of the tax penalty? The answer,
for many analysts, is an emphatic yes.

Smoking is a habit typically acquired
early in life,"they point out. And teen-
agers hardly fit the model of the ration-
al peaple whose “consumer sovereign-
ty"” economic theorists so vigorously
defend. “I would not trust the 17-year-
old Philip Cook t be a carefui steward
of the 40-year-old Philip Cook's body,”
said Mr. Cook, & former smoker.

ThomasC. Schelling, ah ecotomist at
the University of Maryland’s School of
Public Affairs, said he also saw a case
for intervening in the behavior of adult
nicotine addicts.  He says decisions
abolt tobacco are a Sstruggle between
short- and long-term desires, in which
the powerful urge tp alleviate an imme-
diate, concrete hunger conflicts with
the more abstract desire to avaid fu-
ture health problems.

All Overestimate Risks
*  Quitting is obviously tough — tough-
er, Mr. Schelling suggests, than nec-
phyte smokers understand. And regret
sets in early. In a 1980 survey, he noted,
more than half the smokers 20 to 25
years ald who smoked said they had
made three or more unsuccessful at-

tempts to break the habit.

But economists with a strong liber-
tarian bent are not satisfied with this
justification for paternalism.

W. Kip Viscusi, an economist at Duke
University and the author of “Smok-
ing: Making the Risky Decision’ (Ox-
ford University Press, 1992), used a
1985 survey of some 3,000 smokers and
nonsmokers to see if they correctly
perceived the risks of smoking. The
resuits matched many earlier findings
that, on averape, both smokers and
nonsmokers actually overestimated
the probability of death and iliness
from tobacco. Perhaps most surptis-
ing, teen-agers artached a higher risk
to smoking than did the rest of the
population, -

That does not necessarily mean teen-
agers make good use of the parception.
But research by Baruch Bischoff, &n
experimental psychologist- at Carne-
gie-Mellon University, suggests that
the view of adolescents ‘as myopic
thrill-seekers is overdrawn.

“We haven't found that teen-agers

" think they are invuinerable,” said Mr.

Bischoff, “We haven't been finding
much difference between adults and
teen-agers in how they process infor-
mation about risk.”

Raising Many Questions

But he did offer some important
qualifications. For one thing, he noted,
adolescents may fear social ostracism
more than adults, ‘making them more
susceptible to peer pressure to take
risks. More generally, he said he
thought that numerical estimates of
risk were crude indicators of how peo-
ple perceive risk ~ that people did not
really have a way of grasping how
percentige chances of dying actually
compared with each pther and what
they meant.

‘But Mr. Viscusi does not find these to
be convincing counter-arguments for a
tax-based deterrent, even if one ac-

cepts them. If the abject is to stop teen-
age smoking, he says, why tax adult
smoking? I the object is 1o save the
innocent from passive smoking, why
taXx smoking in private? Enforcement
of regulations against the sale of ciga-
rettes to minors and the use of tobacco
.in public places, he believes, would be &
“'more afficient” means to these social
ends,

This debate has not filtered into pub-
lic consciousness so far. Even if it did,
the arguments against the tax would
probably not persuade many people.

What probably matters most is that
a cigarette tax could be 2 major cash

cow, a means of collecting a lot of
revenue with minimal offense to the
three Americans in four who do not
smoke, and at the same time of saving
thousands of lives. But is a big ciga-
rette 1ax, on baiance, justified by the
conventional wisdom? Like many of
his fellow professionals, Mr. Schelling
is troubled.” “I just don't know,” he
concedgs... .
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Cigarette Smuggling
Lights Up Border
Of the U.S.-Canada

Machine Guns Blaze as Gangs
Battle Over Contraband;
& Canadian Tax Receipts Hit §

By ROSANNA TAMBURRI
Staff Reporter af Trx WALL STREET JOURNAL

OTTAWA ~ Canada is expected to ex-
port a record number of clgarettes (o the
UL, this year, but few will be smoked by
Americans, ‘

The bulk of the clgareties will be smug-
gled back into Canads and soid illegally on
the black market at cut-rate prices, indus-
try analysis said,

Canada exported 7.9 billion ciparettes
in the first flve months of the year, up 135%
from the year earlier, according o Statis-
tics Canada data issued yesterday. Most of
the cigarattes were trucked to U.S. ware-
hguses just geross the border from Can-
ada,

The smuggling i causing heavy tax
losses to Cannda's federal and provinelal
governments, David Sweanor, & 1awyer for
the Non-Smokats' Rights Association, a
lobby group, estimated that the federal
and provincial revenue loss in the January
to May petiod totaled more thar ons blllon
Canzdian dollars (US3785.6 miltion).

Smugeling activity is diffleult to check
because much of the 5000-mile border
between Canada and the U.S. IS enly
lighily patrolied. Much of it is believed to
be done by Native Canadians who claim a
right fo move goods across the border
duty-free. One major reservation siraddles
the border. The contraband frade has
sparked viclence mainly between rival
smuggling gangs,

“Almost every night machine-gun fire
is heard, speed boats are running the
rivers at full gpeed in the dark with thelr
lights {urned off,” engaged In criminal
activity, said Don Boudria, a member of

Parliament. “I am not describing life in
Sarajevo or Mogadishu. I am describing
the practice of tobacep smuggling on the
8t. Lawrence River,” he sald. .

A 200-cigarette carfon of legally pur-
chased Canadian-made cigarettes sells for
more than C$50. About 70% of that is
previnclal and federal tax. A carton of
contraband clgarettes smuggled back from
the U.8. sells for as Httle as CS26.

Cigarette exports have surged in recent
months partly because Imperial Tobacco
Lid., Canada’s largest clgareite maker,
resutmed exgurﬂng fo the U.S. market, said
Robert Parker, president of the Canadian
Tobacco Manuwfacturers' Council, an in-
dustry group.

Imperial, & division of Imaseo Lid., had
voluntarity curtafled its shipments to the
10,5, last year as part of an agreement with
the Canadian government to help reduce
smugpiing, But Imperial sbandoned its
am!smugg'll;ﬁbgollcy earller this year
after diseow that other Canadian and
forelgn manufactiurers had moved in to fil)
the supply gap.

Lanada’s other major tobacco manu-
[acturers zre RIR-Macdonald Inc., a sub-
sidlary of RIR Nablseo Haldings Corp.,
and Rothmans, Benson & Hedges Inc.,
jointly owned by Phillp Marris Cos. and
Rothmans Inc., & unit of Rothmans Inter-
pational PLC.
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Two Bucks Will Finance
'Health Care for 10 Million o

By ]effrey E. Harris

CAMBRIDGE, Mass,
he fate of the Clinton
Administration’s

again-delayed  pro-

.gram to reform the

country's health care
system will hinge on
- sources of revenue. Clgarettes, which
are detrimental to the health of
Americans, are likely to enhnnce the
health of the program. .
A $2 per pack increase in the Fed-
eral excise tax on cigarettes, which ig
-now 24 cents a pack, is under eonsid-
eration. But Government economists
, cannot easily predict itg impact.. An
extra §2 would bring the current av-
erage retail price to $4 a pack. Would
smoking rates drop so steeply that
cigarette revenues would fall?

Jeffrey E. Harris, an economics pri-
fessor at M.1.T. and a doctor, is au-
thor .of the forthcoming “‘Deadly
Choices: Coping With Health Risks in
Everyday Life."

0TP6STI8P0C

Mo. For the rest of the 1890’s, high-

er clgarette taxes almost certainly

wonld continue to add billions of dol-
lars to the Treasury even though
smoking rates would surely dectine,

The best way to try to predict the
impact of a major tax increase on
cigarettes i3 to Inok to Canada, where
cigarette taxes and prices have been
rising much faster than ours.

From 1984 through 1852, the aver-
age pricé of Canadian cigarettes rose
114 percent over the inflation rate, yet
cigarette - consumption dropped by
only 17 percent, according to my cal-
culations. (Canadians pay an average
of $4.41, in U.S. dallars, for a pack.)

Last year, 24.9 biilion packs of ciga-
rettes were bought in the United
States. Based on Canada’s record, I
project that, in the U.S, a $2 increase

would reduce sales by 25 percent, to’

about 19 billfon packs. Subtracting
lost Income taxes, I calenlate that a
$2 hike would add $28 billion annually
to the Treasury.

The Congressional Jolnt Commmit-
tee gn Taxation has forecast that a §2.
Increase would yleld $18 billion- a

year; this low estlmale presupposes
that smoking rates would drop by 50
percent, which is unrealistic.

. If the $2 hike actually raised $28
billlon In revenue, that would be
enough (o pay for the health care of 1¢
million Americans. With 37 million

A higher cigarette

tax would yield
$28 billion.

uninsured, that is a sizable chunk of
the cost of universal health care cov-
erage.

Critics might argue that US. ciga-
rette manufacturers would not pass
the entire $2 tax increase 1o consum-

- ers = that discount and generic ciga-
" rettes would become Even more popu-

lar. if sn, smokifig rates would fall -
less thah I predict and, again, Fed-

FRIDAY, JUNE 4, 1993 + USA TODAY"
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ACROSS THE USA:

NEBRASKA

LINGOLN -~ The Leglslature

voted to hike the stat
cigarett

ng
uly 1, But lawmakers turned

"down Gov, Nelson's proposal to add
another 3¢ to the cigarette tax to
* pravide $1.8 million more for en-
| hancing teacher salaries.

eral revenues would bé even hlgher
Why wouldn't the bottom drop out
of the domeslic cigarette market?

. After all,-at a $4 price per pack the

typical smoker would spend more .

than $2,000 yearly on cigareites.

Here's why: It’s hard lo quit smok-

ing. After a single attempt, the Lypi-
<al smeker has no- more than an 8
percent chance. of achieving long-

term abstinence, When prices go up, .
many highly motivaled smokers may

decide to kick the habit and do so
successfully. But the most addicted
least price-sensitive smokers will go

T on as before. . &

Overall, the demand for cigarettes ’
is just too unresponsive o price to -

© expecl a $2 tax to cause revenues lo -
- fall. For a $2 tax to yield no more

revenue than a $1 tax, more than half |

of today's smokers would have to quit,

An inaccurate forecast of cigarelte -

tax revenues might be hazardous tg

the health of a great many Amerl- ;-

;cang. But genuine reform could be in |

the offing if the White Housa reatized
that thera {just might be enough mon-
ey to foot the bill, - 0o

I
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Blg business helping

e mEey e am

finance anti-tax drive
Boemg, Weyerhaeuser part of group

™ o b o a—

fighting budget plans

‘ ThoAuoolnodeu : lutebudgatwmmnmormtm
©  OLYMPIA — A cumnilboe of Washing- and meed limits to inxpire them to
ton's bigEast businesses, including Boeing “ralnvent" & more efffeient government,
and has joined the initis- A!thaugh oxisting taxés over the 1003.
{ive campzign ash state taxes and put 1095 budget period are expacted to bring
2 )id on future increases, in more than §1 billion in new revenus, it
<~ Tha Ballot Iszuéx Analysis Committas, wasn't enough to finance sdditional eonl.
| g, Pl o olrgs winakers said, Toe.

Power , 50 far has Le:lﬂlmrethulrl imposed more

' eontributed $40,000 of the $171,000 Initis- than $1 billion i [y
' tive 602 eampaign fund, records showed 2ls0 Ldn,’,'e,‘,"‘ ,&:"‘::;[;I by m&:
yestorday. - $700° million. ) :
The sum makes the committes the- The Legistaturé could not relmpose
biggest single contributor to tha anti-tax et f those taxes and fees without at
effort. Dan Wolfe of Safeco Inc. serves as Jeast 60 parcent approvil from the state
mmmnamup.whm staff works House and Senate. it would limit future

: ‘tax increagss to risas in personal ineom
for the Seattle Chagber of Commheres, - althqugh that cap could hp: waived. wlth';i'
: The biggest chunk of the fund, nearly pergent approva e‘Tni‘lmt:h houses, -
has gone to pay scores of people, inltutlva eampaign’ says.lf has

to gather initiative niures, the state ol
Publie Disclosire Glgminlon records .e!lllg:tad sbout 260,000 signatures, more

‘business is weighing in as Gov the ballot in November. The.signaturej of - -

mh y travels tha stste trying to 181,687 repistered voters sre required,

convince eitizens in town meetings that and petitions must be flied with the

‘the tax-rollback initiative would- devas- secretary of state by July 2, .

tats public education, the prisor system Among other big contributors to the

o7 yncr the $103 bilion fsce bukget. Daustries. The. Watbisaton Eeer sos
on

m"l"hl initiative alsc wauld effectively - Wine Wholssalers donated An-

ikill the ‘siate's ncw hooith eare reform hensar-Busch gave $5,000. and Coors

14w, wiich seeks to Bring basic heaith:  Brewing $1,000. An sdditional 45,000 was

eare io all by mid-1969, Passage of 1802 ‘Eicked in by tobia st Bill Fritz,
would repeal new taxes, mostly addition- . Home mﬁ?&#ﬂu a tofal of

nl Iavias on alcohol and tobaceo, !ntendadn more fhan $10,000, as° did restaurant

rate $350 million to help put the,  "OWHArs and real entate sallers. :

p into effect - Plm Crésk Timber and the Archi-

gz. t initiative supporters with the ‘teets and FEngineers PAC each gave
Commitice to Limit Taxes Now arguethat  $5,000. . : )
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- Cig Tax

By Harry Berkowitz
STAFF WRITER

Bernie Schmidt had an immediate re- ;

action to the more-than-$2 tax increase

-on the carton of More brand cigarettes .
he bought yesterday for $25.69 at a
Duane-Reade drug store on Park Ave-
nue.

“I1t's asinine,” said Schmidt, a tennis_
court manufacturer and Manhattan
resident who's smoked for 65 of his 80
years. “People who smoke will still
smoke, although my doctor is against it.
Smoking is a luxury, not a habit. I wish1
could quit, but it’s hopeless,”

New York State raised ite excise tax
on cigarettes by 17 cents a pack, effec-

. tive yesterday, to 56 centa, the highest
level of any state. But the increase, ap-
proved two months ago by the legisla-
tutre, is simed not primarily at stopping

'people from smoking, but at raising an
extra $170 miltion a year in tobacco tax-
es on top of the existing $552 milkion,

Some peaple interviewed yesterday
said the extra expenge, along with a ma-
jorboost in the 24-cent-per-pack federal
cigarette tax the Clinton administration -
is expected to propose, may be the final .
straw in getting them.to quit — or at
least to shop around more and possibly
awitch to discount brands.

“People ask how much it is and they
just walk out,” said Ollie Alammari, a
salesman at Goiden Pipe Shop on See-
ond Avenue at 80th Street, which now
charges as much as $2.55 a pack for
premium brands, including the extira:
state excise tax plus a few cents extrain
sales tax. “The raige is too high.”

Take Irene Lane, & retired window
display worker who bought a carton of
Capri cigarettes in midtown yesterday.
“I’ll just stop smoking,” she said. “This
is my last carton.” Some other people
just opted for Marlboro, which is tempo-
rarily cutting prices hy 50 centsa carion,
or discount brands like GPC and Ra-
leigh Extra at $1.69 a pack.

Cigarette distributors warned yester-

day that the extra taxes will lead tomore |

bootlegging, especially from Indian res-

ervations, where taxes are not imposed, .
and will cause more New Yorkers to

atock up on cigarettes in New Jersey or

Connecticut, where taxes are lower,

_“Ipredict that there will be a diminu- -

tion of sales in the state, a lot of people
‘will lose their jobs, and ‘it will invite
organized crime in,” said Arthur Katz,
executive director of the New York State
Association of Tobacco and Candy
Wholesale Distributors. In addition to-
the state and federal taxes, thereisan 8
cent excise tax on cigarettes imposed by
New York City, plus an 8.25 percent
sales tax on top of all that,

The state estimates that 7 percent of
cigareties are sold through Indian reser-
vations-=costing the state $60 million a
year in lost taxes — and that the higher
tax will increase that market share to 8

- or. 8.5 percent. The increase will also

accelerate the 3 to 4 percent annual de-

cline in smoking, said James Wetzler,'
commissioner of the state Department

of Taxation and Finance, If correct, that

means an extra 88,000 people will either

quit smoking or won't start, about 30

percent of them teenagers. Ce
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NYPIRG calis en Empire State to raise its alread mammoth cigarette taxes

ALBANY, N.Y. (UP[) ==

Seventeen days after New York State raised its

cigarette tax to a highest-in—the-nstion 56 cents a pack, an influential
public policy group Thursday called on the state to raise the levy even

more.

The New York Public Interest Research Group said the state should demand
another 22 cents a pack In taxes, with the proceeds going to state-supplied
heaith insurance for poor children and anti-smoking efforts aimed at the

young.

Assembiy Health Committee Chalrman Richard Gottfried, D-Manhattan, has
already sponsored legisiation to boost the tax

Gottfried and NYPIRG proposed using the higher revenues to expand the
Child Health Plus program, which provides free or cut-rate state health
Insurance for children of tamilies earning up to 222 percent of the poverty

ievel.

The program currently covers regular checkups and doctor visits, out-
patient surgery and prescription drugs.
But Gotttried and NYPIRG's proposed expanded Child Health program would
increase the number of youths participating, as well as covering children
up to age 21 and paying for dental and vision care.
Money frem the proposed tax would atso go toward educational efforts
designed to keep children trom taking up smoking.
"The tobacco companies ruthlessly market their deadly product to
chiidren through their muilti=bitlien dollar advertising etforts,” said
Biair Horner of NYPIRG. "New York must move to counter the recent price cut
in cigarettes that is really designed to bolster tobacco's appeeal to

youngsters.”

But state Senate Republicans, whe traditionally oppose tax increases,
quickly panned the proposal,

“We don't faver any additional taxes,® said Chris McKenna, spokesman for
state Senate Majority Leader Ralph Marino, R-Muttontown. "*We think any
additional taxes right now, as our state is beglnning to see an economic

recovery, is a bad idea."

THE NEW YORK TIMES EDITORIALS /LETTERS FRIDAY, JUNE 15, 1993
. " "

For Best Revenue, Tax Cigarettes $1.26

To the Editor:
" According to Jeffrey E. Harris, a $2
increase in the Federal excise tax an

clgarettes from 24 cents a pack to

$2.24 a pack would increase tax reve-
nue from §$5 billion to $33 billion (Op~
Ed, June 4), Professor Harris under-
estitnates the reduction in smoking
rates that would accompany the ex-

-cise tax hike and thus substantially
. overestimates the additional tax rev-

enue that would be generated.

- My research with Gary 8. Becker,
winner of the 1992 Nobel Memorial
Prize in Economic Science, Frank J.
Chaloupka end Kevin M. Murphy

demonstrates that cigarette con-
sumption is responsive to price. Giv-
en the addictive nature of smoking,
consumption of cigarettes is positive-
ly related 1o past consumption. This
means that price Tespanse prows
over time. For exampie, a price hike
in 19893 would reduce consumption in
1993, which would cause consumption
in 1994 and all foture years to fall.
Moreover, since teen-age smoking
rates are particularly sensitive to
price, the number of new smokers
would fall dramatically.

My colleagues and I estimate that
eventually each 10 percent increase

_ in price causes per capita ciparette
_consumption to decline by about 8

percent. Based on gur studies, 1 esti-
mate that a tax rate of $1.26 a pack

would maximize Federal revenue

from the excise tax at $16 billioh.
Higher tax Tates, such as the $2.24
suggested by Professor Harris, wauid
vield less revénue than $16 billion.

Indeed, if the tax rate ware suffi-
ciently high, it might produce even
less revenue than the $5 billion yield-
ed-by the tax of 24 cents.

The harm dune to athers by smok-
ers (for example, that done 1o fetuses
by pregnant women who smoke) may
justity Federal excise tax rates of
mgre than $1.26 a pack. But a rate df
$2.24 would not yield nearly enough to
pay for the health care of one-fourth
of the 37 million uninsured Ameri-
cans, for which Professor Harris ar-

© gues, MICHAEL GROSSMAN

New York, June 11, 1993

The writer is professer of economics,
CUNY Graduate Schoal.
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Indiana may raise
its tax on cigarettes
to 33 cents a pack

By MARY DIETER
Staff Writer

INDIANAPOLIS — A hBefty in-
crease in the cigarette tax may be
proposed » s an alternative way of
raising mo.aey to balance Indiana’s
budget when the legislature returns
in special session next month.

The increase Ekely would hit
Southern Indianz harder than any
other area of the state, That's where
the state’s tobaceo farms are located
and where merchants must already
compete with their counterparts in
Kentucky, who can charge less for
cigarettes because state taxes there
are so much lower.

Indiana charges 15.5 cents a pack;
Kentuclg. 3cents,

Gov,
terview vestarday that he has not
yet given up on his proposal foral
percent tax on hospitals’ gross rev-
enues, 5till, he acknowledged that
his administration is considering
several other revenue-raising
schemes, including increasing the
cigarette tax.

Democratic Sen. Michae! Gery of
West Lafayette, who has pushed for
higher cigarette taxes for years, said

sterday that there's “a very hi
ikelihood that it will be part of the
program at least.”

Gery said that there is general
agreement among Democrats ==
Bayh; House Democrats, who con-
trol their chamber; and Senate
Democrats, the minority in theirs —
that the cigarette tax is the way to
go. >I'm not sure there's been any

ent on the exact amount,”
he said. But the tax rate proposed
by Senate Democrats in March —
33 cents a pack = likely would be
_the maximum, Gery said.

Bayh proposed the hospital tax to
deal with the state’s Medicaid-

budget problem. Costs have been_
grojecxed to far outstrip the state's -

ces, and the governor has set
out a package of solutions that also
includes cutbacks in payments to
heglth.care providers and a man-

aged health-care network for recipi- .

ents of Medicaid.

van Bayh insisted in an in--

CIGARETTE TAXES
CENTS PER PACK
Minois 30.0
Michigan 250

" Ohio 24.0
indiana 155
Kentucky a.0 !

B STAFF CHART

But the biggest sticking point dur-

ing the General Assembly's regular:

session was the Senate Republicans’
pefusal to tax hospitals. As the ses-
sion waned, some even wondered if
the proposal could pass the Demo-
crat-led House.

Having *‘already charged up this
hill once,” Bayh said, he will not
blindly put out a proposal. ] think
it'’s important we get some indica-
tion that whatever alternative is
considered it is likely to meet with

Meamwhi Imlc’lfailig Morris, th

eanwhile, orris, the
largest USS. cigaretie manufacturer,
has already begun an effort te
quash a cigarette-tax increase. The
comlgmy sent letters dated May 20
to Hoosiers in its computer files,
urging them to write to their state
legislators to oppose the increase.

The letter said that legislators
were contemplating raising the tax
by as much as 35 cents a pack,
bringing the total tax to 50.5 cents.
The highest int the 50 states and the
District of Columbia is 51 cents a
pack, in Massachusetts; the lowest
is 2.5 cents, in Virginia, Indiana
ranks 42nd and Kentucky 50th.

Gery said, however, that a tax
that high is not being contemplated.

Scott S. Fisher, Philip Morris' re-
gional director of government af-
fairs, said that the cigarette tax “ap-

pears to be a politically acceptable
tax to increase” so “we obviously
view it as a serious threat.”

Philip Morris also plans to urge
the EUE Hoosiers who work in jts
Louisville plant, tobacco farmers,

and merchants in border counties to

fight the increase.
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GOP’s $3m antismoking adsidea
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leader on Baacon Bill who Jim Rap-  for the MBTA, .
paport said opposes the divarsion, Bappaport acknowledged thy
Forman alss said the GOP chajr- HEKEM%#EFE_B“&E
men never Approached him or his Secretary of Transportation Jamss
staff to inciude the xmendment, He Kerasiotes, the MBTA board thai

said ke offered it in grder to defray ™% in & conversation late last year

the state's eantribution to the MBTA abont Park Transit’s work, But
deficit mbsidy, #aid he doss nat remember who

E Efy

Aleader in the enalition that ans. A1y raised the ixsze and he s2id no
casafully pushed the ballot quastion EEB:RE
raising the cigavotts tax by 25 cents , Adked his opiniss on placing
per pack xmaid the GOP amendment gﬁﬁﬁ&«&ﬁ!n&
i & “waste of money.” a¢ statiws, Happiport decitned: to

“It would be & tatal averk,” said Frnn%..ﬁuuﬂﬁé:vf
Candsce Pierce-Lavin, the exacutiva Dl Rappapart said, “Tés nct some-
divector of the Massachusetts Coull-  HINg to oppoxe or support. X don't
tion for s Healthy Future. W._tﬁ._.n«!;&crw..ﬁ
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IRaise the Cigarette Tax

To the Editor:
Re: “Experts Wavering on Stesp

Rise igarette Tax" {news article,
June T): {]Lhouﬁ the costs of smok-

Ing o the American econamy have
been estimated at more than $100
billion & year = more than §4 for
evéry pack soldl — some argue
smokers_shouldn't be asked to pay
more through higher clgarette iaxes
because thelr early deaths save some
pension and Soclal Security costs.
But the burden on nonsmokers of
paylng those costs through higher
taxes and health insurance premi.
umis will not be offset until 30 o 50
years from now, when loday's smok-

ers begin dying off.

JUNLS 1093

No other eountry In the world has
as Jow & cligarette tax burden as the
United States, and many now impose
far more than the proposed §2 a pack
increasa. All hava found that higher
taxes bring in much-needed revenue,
even while reducing consumption —
especially among young children —
and slashing health cace costs,

Clgaretties are lightly taxed in this
country only because of the political
clout of the indusiry and the reluc-
tance of the nonsmoking majority to
speak up. JOHN F. BANZHAF 3D

Executive Director

Action on §moking apd Health

Washington, June & 1993”

SAM FRANCISCO EXAMINER  JUN 1 5 jogy.

Asse ‘
cigar;mﬂ'ey-taapwag?s‘t
to gicfoatse

tax would be incressed by
two conts par
pack o pay for hresst eancor rescareh,

UPn 06/15 1921 AMA lashes out at tobacco industry

CHICAGD (UP|} —- Members of the House of Delegates of the American
Medlcal Association Tuesday took a strong stand against the tobacce
Industry with approval of a measure that urges an end to ali tobac¢o

advertising.

At the annual meeting, which continues through Thursday, the delegates
also called for an end to smoking in prisons and condemned the Industry as
the leading cause of "praventable mortality in the United States”

"The evidence is clear: tobacco companies continue to pursue aggressive,
vile advertising campaigns, spending billions of dollars snnually, in an
effort to convince more people to use thair deadly products,” a repoert
prepared for the delegates said.

*What Is even more egreglous s that these advertising blitzes are often
aimed at innocent children and others who are uninfermed about the Inherent
dangers relating to tobacco use and, as a result, are particularly
vulnerable to their appeal.” -

The report calls tobacco company advertising tactics "despicable,”
especially when.it comes te the use of cartoon characters and sexual
overtones to push tobacco products rather than “the reality of a cancer

ward.”

*The costs to socliety and the substantial burden placed on America's
heaith care system are tremendous,” the report said.

*The tobacce Industry supports death and ill health and through Its
abhorrent advertising cempaign it continues to-prey on the minds of our

youth, the uninformed and the disadvantaged.”

The delegates voted to support legislation that would ban smoking in
prisens and to reaffirm its commitment to smoking cessation programs in

jalls and prisons. .
They also called on the federal gov

srnment to repeal tax laws that allew

tobacco companies te deduct nearly a third of their advertising budgets on
their federal income tax
"In effect, taxpayers ere subsidizing the $1 billion amount the tobacco
industry is spending on advertising and promotien end claiming es a
business deduction,” the resolution noted.
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AMA Refuses
To Cut Link to
"Tobacco Cash

" By Howard Wolinsky

Blant Writer F‘{‘L

The American Medical
Association Thursdsy de.
cided not to go cold turkey
nn taking monsy from to-

tobacco industiry, whose
producta contribute to the
desths of over 450,000
Americann a year,

The AMA House last De-
cember asked the AMA

MThursday said

board {¢ provide a defini-

‘tion of a tobaceo company

to guide acceptancs of fi-

‘nancial aupport.

The definition adopted
a tobhaceo
company iz & firm that
makes or sells tobaceo prod-
ucts. But a divislon of a
tobacco company i *“not
[to] be considered ... part
of the tobaceco industry as
long as it does not promots
or contribute ta the promo-

tion, sale, and/or use of to-

bacco producta.”

If a subsidiary became in- -
romoting tobae- .

wolved in r :
‘¢0, the AMA would “hlack-
list" the firm and no longee
;cceg:diu support, delegntes

ecided. .
© Larry Joyee, AMA senlor
vice president, said the
AMA now gets no money

for public haslth programs.
But he said he did not know
how much it gets for ads or
cable talevision. )

In ather business, McA.
fee, 57, a surgeon from
South Portland, Maine was
elacted AMA president-
elect, Flocted to the AMA
Baoard in 1984,he has been
considered in AMA circlea
one of its strongeat tobaceo
opponents. .

And Dr. Lonnie Bristow,
63, an internal medicine
Bpocialist from San Pable,

alif.,, and the first black
AMA hoard member, an-
nounced he will run for
AMA president next vaar. If
elocted, he wouid ba the
first African-American pras-
fdent in the AMA'z 146-year

Jhistory, Lo— .

bacco-company subsidiaries. from tobacco subsidiaries

The AMA's policy-satting
House of Delegates at its
mesting hers overruled the
recommendation of a hear-
ing committee that the
AMA no lonuber take any

funds from tobasep.compa-
ny subsidiari
br. mﬁ McAfee, an

AMA Board member, said
delepates in essence mada a
“husiness deciaion™ which

Morning Newsbriefs; 06/17/93

(c) Copyright 1993 INFORMATION, INC.
This service may be reproduced for internal distribution.

"Presidential Health Reform Task Force Official Predicts

5_'&&2';- mety. “&*‘A’:‘E&'ﬁ‘; Federal Ban on Smoking In the Workplace"
};e—hulth,pmmm-. such as 1993 The Associated Press (6/16/93)
b oo, ostinst domer:
But Dr. Alan_Blum, Tupelo, Miss.--Smoking on the job will be a thing of the past nation-

founder of Doctors Qught to
Care, a Houston-based
health-promotion group,
said MA missed the

point. -

" “There iz no such thing
25 a tobacco subsidiary,” he
said. “The acquisitiom of
food companies is an effort
by’ the tobacco induatry to
hide their true identity and
the true source of their
profit. For its part, the
AMA did not want to miss
out an the money from tha
tabacco com 5"

In 1681, Blum's sfforis
led the AMA ‘to s#ll 51.2-
million in tobacco stocks.

The issue arose from a
$250,000 grant that Fleisch-
mann’s Margarine gave the
AMA for an anti-cholestarsl
campaign. Fleischmann'a is
& subzidiary of tobaceo gi-
ant R.J. Reynolds,

Some doclors said the
AMA was sending & mes-
sage that it endorsed trad-
ing with “the enemy,” the

wide within two years, a member of a presidential task force on

- health care reform predicted. Michael Samuelson, a miember of
President Clinton's task force on health care reform, told Northeast
Mississippi industry representatives that rules governing smoking
at work will soon be overhauled. Several Mississippi companies
have mandated a smoke-free workplace, and Samuelson said
Tuesday that move may soon be required. Samuelson, president
of the National Center for Health Promotion in Ann Arbor, Mich.,
made his remarks at a seminar sponsored by the North Mississippi
Medical Center and Parke-Davis, a pharmaceutical company. An
Environmental Protection Agency report released in January classi-
fies passive smoke, or second-hand smoke, as a Class A
carcinogen. Asbestos and dioxin are in the same classification.
Within two years, Samuelson predicted, the EPA through the
Occupational Safety and Health Administration will ban smoking in
the workplace. He said the right of employees to have a safe
working environment will supersede the rights of individual smokers.
Samuelson said companies would be wise to ban smoking, even
without a federal mandate, in order fo avoid lawsuits. OSHA
already requires employers to provide safe work environments, and
employees easily will be able to accuse employers of being
negligent in exposing them to second-hand smoke, Samuelson said.
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Tobacco _Groups Sue to Void Rule
On Danger in Secondhand Smoke

By MICHAEL JANOFSKY S

Leading forces of the tobacco indus-
try sued the Federal Government yes-
terday to overturn its declaration that
gecondhand tobacco smake causes can-
wrl . B 'I ’

Groups representing tobacco grow-

ers and. distributors, as well as the
country’s two leading cigarette mak-
ers, Phillp Morris Companles Inc, and
the R:J. Reynolds Tobacco Company,
asked a Federal District Court in
Greensbore, N.C,, to nullify the desig-
nation of smoke from other people’s
cigarettes ag a carcinogen, a classifica-
tion made by the Environmental Pro-
tection Agency last January. - -

The move was the first unified effort

by the industry to prevent governmen-
tal agencies from restricting smoking:

in public places. : ‘
v : ‘ ent’
and general

said at a news conference in Wnshln,g-.'

ton that the -environrmental agency's
linking of secandhand smoke ‘0 in~
creased health risks in nonsmakers
was “among the most flawed ever*”
presented by the agency. The lawsuit
accused the agency of using flawed
scientific methadology to arrive at its
conclusion and of overstepping its au-.
thority. - g
- Sut¢Called Frivolous
The plaintifis argued that the envi-
ronhmental agency had manipulated re-
sults to fit its conciusions, adversely
affecting the industry by shrinking the
amount of space available to smokers
in restourants, sports arenas, air-
planes, traine and workplaces,

The lawsuit, which would be trled
before a judge without a jury, was'
immediately criticized by anti-tobacco
graups as frivolous, unfounded and the
latest attempt in a 40-year campalgn to
deny that cigareite smoking causes
cancer, One antl-smoking advocate dig-
missed the lawsnit as a tactic intended
to delay Government smoking bans,
and predicted that the industry would

not prevail.

The lawsuit, which is to be tried in
North Caralina because three plaintiffe
are based there, comes as the $45 bil-
lion tobacco indc-Ly is under siege by
health organizations and povernment
agencies at all levels striving to reduce
or eliminate smoking. The intended
effect of the lawsuit is to delay the

ER

Government from proceeding with a
rule-making process that could lead to
even more severe smoking restrictions
than now exist. Much of this action is
being taken as a result of a report by
the Environmental Protection Agency
titled “Respiratory Health Effects of
Passive Smoking: Lung Cancer and
Other Disorders.” -

A spokesman for the environmental
agency, Dave Ryan, said the agency
staod- by its report, adding that an
independent panel of 16 experts had
twice unanimously endorsed the agen-
cy's positiop, presefited by William K.
Reilly, who 'was then Administrator of
the agency. Mr. Reilly was not riamed
as a defendant in the lawsuit, but his
successor, Carol M. Browner, was,

Besides the two cigarette makers,
who accounted for more than 71 per-
cent share of the domestic market last

- ‘year with combined sales of more than

$16 billion, the four other plaintiffs are

. Broups representing a cross section of

the tobacco industry, including farm-
ers who grow the two major varieties
of leaves used in cigarettes, flue-cured
and burley; warchouse operators,
wholesalers and vendors.

Fred Bond, the chief executive of the
Flue-Cured Tobacco Cooperative Sta-
bilization Corporation’of Raleigh, N.C,,
one plaintiff, said he represented more
than 500,000 families of farm owners
and workers. The other plaintiffs are
the Council for Burley Tobacco, of Lex-
ington, Ky.; the Universal Leaf Tobac-
co "Company of Richmond, and the

Gallins Vending Company of Winston-
Salem, N.C. .

Mr. Parrish said he was aware of at
least 13 states in which officials were
considering stronger restriclions an
smoking,. .And last week, the Supreme
Court ruled that inmates who could:
show that exposure to smoking was 4|
threat to their héalth might have a:
constitutional right not to be confined"
with a cellmate who was a chain-smok-
er. .

3,000 Deaths a Year

The lawsuit focuses on assertions by
the environmental agency that second-
hand smoke increases the risk of ill-
nesses like lung cancer, and that in
children it helps bring on asthma,
pneumonia and bronchitis. The agency
estimates that secondhand smmoke is

A move to block
limits on smoking
in public places.

responsible for as many as 3,000 deaths
a year by lung cancer among nonsmok-
ers in thé United States.

The plaintiffs accuse the agency of
manipuiating the results in the report
by “'cherry-picking”" data, or selective-
Iy using only that which satisfied, what
Mr. Parrish called “preconceived and
predetermined conclusions.” The suit
contends that 24, or 80 percent, of the 30
studies contributing t¢ the E.P.A. re-
port did not find risks for lung cancer
that were *'statistically significant” —
that is, within a 95 percent confidence

+ level.

The suit also accuses the agency of

| exceeding its statutory authority by
making a declaration that secondhand

| smoke causes cancer. The industry ar-

| gues that the E.P.A. can only conduct

research and development and dissem-
"inate information. It argued that hy
linking secondhand smoke and cancer,
_the agency had set off & “regulatory
impact and effect” that had led to new
smoking bans. -

“We have pointed before to the fact
that when the E.P.A. could not other-
wise research Its predeterimined con-
clusion using generally accepted scien-
tific and statistical . practices, the
E.P.A. simply changed the rules,” Mr.
Parrish said. *"Tfiat fact alone can and
should negate the conclusions.”

He added, “For a governmental
agency to leave out studies, to change
th= rules in the middle of the game in
o1 ~tojustify a scientific claim, in my
juugment is totally improper.”

The lawsuit asks the court to grant
injunctive relief by declaring the desig-
fiation “wrong as a matter of Jaw and
scitence.”

Several anti-smaking advocates pre-
dicted that the lawsuit would either be
dismissed or defeated in court, Rich-
ard Daynard, a law professor at North-
eastern University in Boston and direc-
tor of the Tobacco Products Liability

Project, said the lawsuit wés being .

used by the tobacco industry to delay
any carrying out of new regulations by
the Occupational, Safety and Health
Administration.

Ex-Smoker’s Clalm Is Rejected
Special to The Mew York Times

SEATTLE, June 22 — A judge in
small claims court today rejected a
Washington man’'s effort to make a
tobacco company pay for the costs of
his treatments to quit smoking, ruling
that the statute of limitations had ex-
pired. .

The judge, Linda K. Jacke of Mercer
Island District Court, rejected the
claim filed by Alired J. Deskiewicz Jt.,
a 51-year-oid design engineer from
iKirkland, Wash., who had smoked

iMariboros for 34 years.
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What s News—

Business and Finance

* * * .

Philip Morris, RIR and four ailies
filed a suit against the EPA for ruling
that secondhand cigarette smoke

- causes lung cancer, seeking to have
the report declared “null and void."”
{Arficle on Page B1)
*_ X E

e
e ——

HEALTH !
Passive-Smoke
'Ruling Sparks
Industry Suit -

By EBEN SHAPIRO
Staff Reporter of Tue WALL STREET JOURNAL

NEW YORK — The nation's two biggest -

- tobacco companies filed a federal lawsuit
against the Environmental Protection
Agency for ruling that secondhand ciga-
rette smoke causes lung cancer, seeking

- to have the report declared "null and
Voi

Philip Morris Cos and RIR Nabism
Holdings Corp. joined four allies in filing
the suit in North Carolina. They seek a
permanent injunction overturning the
EPA findings and contend that the agency
resorted to ““maniputating and cherry-

picking™ data to “falsely dlsparage ciga- |

rettes.

The aggressive attack on the EPA un- -

derscores the damage that the report on
secondhand smoke has inflicted on the
tobaceo industry since its release Jan. 7.
The report, published after several yeats
of fierce resistance from the tobacco indus-
try, doesn't mandate any particular ac-
tion. But it has been a poweriul tool in
prodding businesses, restaurants, local
governments and even sports stadiums
across the counlry to ban or severely
restrict smoking to avoid Iiability for sub-
jecting people to secondhand smoke.

Earlier this month, the U.5, Postal
Service outlawed smoking at ail of its
facilities, citing the EPA report.

“Next to the Surgeon's General report
in 1964, the EPA report is prehahly the
most imporiant finding that the federal
government has had on the adverse heaith
effects of tobacco,"” said Gregory Connolly,

an offimal with the Massachusetts Depart-
ment of Public Health.

Steve Parrish, senior vice president
g FEReTaT COTTSaT o PRI MOgThs com
ceded that the EPA finding ‘‘has been
harmful to the industry in a business
sense.” But he went on to call the second-
hand-smoke findings “among the most
flawed ever issued by the agency™ and
'charged that the EPA refused to inciude
two major studies that would have negated
the findings.

In a statement, Carol Browner admin-
istrator of the EPA, said: ““The agency's
‘view is that secundhand tobaceo smoke can
cause éancer. This assessment is based on
scientific evidence that has been thor-

' oughly peer-reviewed, and we stand by

t ”»

Antlsmo!nng actwists ridiculed the to-
haceo forces' lawsuit, reflecting the wide-
spread view that the cigarette industry has
little credibitity on health issues because it
steadfastly refuses to acknowledge that
smoking causes lung cancer.

“It’s like the Fiat Earth Society suing
NASA for publishing photographs showing
that the Earth is round,” said Cliff
Douglas, tobacco-policy director' for the
Advocacy Institute, 8 ponprofit group fo-
cusing on health and Safety issues. Still,
there was concern that the lawsuit would

slow the tide of smoking restrictions. by
raising questions about the vahdlty of the
study.

“ “They are masters of creating scien-
tific controversy' where there is nope,”
said Dr. Connolly of the Massachusetts
health department,

The tobacce plaintiffs maintain in their
EPA suit that the agency buried contradic-
tary research. But one study the tobacco
companies cite actually appears to support
the EPA’s decision. The report from the
American Journal of Public Health, which

‘was included in a press packet publicizing

the lawsuit, concludes ¢hat there is “a
small but consistent etevation in the risk of
lung cancer in nonsmokers due to passive
smoking.” And the study adds, “The pro-
liferation of federal, state, and local regu-
lations that restrict smoking in public
places and work sites is well-founded.”

Many antismoking activists said the
lawsuit may only refocus attention on the
hazards of secondhand smoke and invite
further increases in federal cigarette
1axes. “The administration will seeitasa
reminder of just how brazen these folks
are,” contended Richard Daynard, a law
professor at Northeastern University who
heads the Tobacco Products Liability Proj-
ect.

The 'lawsuit was filed by an unusua!
coalition that includes bitter rivals Philip
Morris and RIR's R.J. Reynolds Tobaceo
Co. unit; two organizations representing
tobacco growers; Gallins Vending Co., a
cigarette-vending-machine company; and
Universal Leaf Tobacce Co., a tobacco
supplier.

But even the tobaceo plaintiffs are
hesitant to debunk every aspect of the EPA
report. The agency concluded that passive
smoke is responsible for about 3,000 lung-
cancer deaths each year in the U.S., which
tobacco companies strenuously deny. But
the EPA also maintains that secondhand
smoke €an cause pneumonia in young
children and that it aggravates childhood
asthma.

Asked whether the tobacco industry
disputes the EPA’s finding about harm to
children, Mr. Parrish of Philip Morris

“said: “F'm not saying people shouid blow

smoke in the faces of their children. People
should use some common sense.”

—Timothy Noah in Washmgtan contrib-
uted to ﬂus amcle
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By Michael Famento
In Los Angeles

Six tobacco organizations
sued the Environmental Protec-
tion Agency yesterday, chal-
lenging the scientific evidenee  ;
the agency used in concluding
" that second-hand smoke causes
| 3,000°¢4sks Bf" iimg cancer in
nonsmokers &ich y yéar.

The civil lawsuit filed in U.S. District
Court contends that the EPA misused
scientific data in a. report-in January
that formally classified second-hand
smoke &8 a cause of cancer. The snit
listed a number of smoking bans and
regulations that expressly
EPA’s declaration of passive smoke asa
*class A carcinogen.

These include & nationwide ban on

Tobacco Industry Challenges EPA Finding

Suit Faults Classification Of Passive Smoke As Carcinogen

smoking in all 400,000 Postal Serviee
facilitics thal began June 13 and work-
place smoking restrictions or bans at
nuecrous private employers, including
Raytheon Co., Southern California
Edison Co., and Greyhound Lines Inc.

' Congress -is_gonsidering regulations
- that would greatly restrict smoking in
federal buildings, again as 2 stated
response to the EPAﬁndings. '

“What the EPA did was more politi-
cal science than anything else,” said
Steven Parmish, a lawyer for Philip

Tobacce Co. umnit m

mocd, Va.; Gallins

EPA spokeswoman

cited the
back that zp.”

Motns USA, Pulip Morns Cos.” do-
mestic tobzocs unit. ]

If governments or companizs want to
ban smoking on the basis of acsthetic
preferences, “That is onc thing,” he
said. “But if somebody says we should
ban smoking becauwss it's harmful to
nonsmokers, they need to be able to

The lawsuit was filed by RIR Na-

bisco Holdings Comp.'s R.1. R:ynoids

N.C.; Philip Mornis USA, New York;
Universal Ieafl Tobacco Co.,

Winston-Salem; the Council for Burley
Tobaceo, Lexington, Ky.; and the Flue-
Cured Tobaeco Cooperative Stabiliza-
tion Corp., Raleigh, N.C.

defended the agency's findings.

"“EPA’'s environmental tobacco
smoke report has gone through exten-
sive scientific review by scientists inside
and outside the EPA," she said.

“We have faith in our scientific
process, The risks associated with
environmental tobacco smoke arc at
least an order of magnitude greater than
they are for virtually any chemical or
risk that EPA regulates.”

Michae] Greve, executive directar of

Continued on Next Page

Winston-Salem,

Rich-
Yending Co..

Lauten Mical

Tobacco Industry Challenges EPA Finding

From page 1
the Center for Individual Rights in
Washington, said the best the tobacco
companies can do's to get the courts to
{orce the EPA to re-evaluate its findings.

“The question is how far they can get,
and I think the answer lies with Con-
gress, and 1 don’t know how much
punch the tobacco industry bas in
Ccmgress * said Greve,

‘S;r;nsu:al Handling’ Criticized
Alfred Wehner, a toxicologist who
headed a panel of scientists and doctors
who aznalyzed the draft of the EPA
report for the tobacce industry, said the

main problem with the repor: “was the
statistical handling of the data.”

The 'EPA report was essentially a

survey of Il American studies of -
spouses of ‘smokers. The' report. dis-
cussed the results of 1% other studies -
eonducl;ed'ougxde the. IJ,i . but did Bt
include "fhy _studlzs m"‘u.s‘ atallstwal
analyms,

In the combmed analys:s of the U.8.
studies, the EPA found a “statistically
significant” differente in the 119 lung
cancers suffered by nonsmoking spouses
of smokers and the 100 cancers in
nonsmoking spouses of nonsmokers.

The finding of statistical significancs
may sound arcane but is quite impor-
tant. It is used to establish that the
excess cancers didn't happen by chance.

Traditionally, cpidemiologists have

o lowsr

allowed a 5% possibility tha: the yesulis
occurred by chance. But for the second-
band smoke study, the EPA doubled
that allowance for_crror to lﬂ%,,lhcn,

public comment and no expianation as
to why they did it,” be said,

That’s a sentiment shared by Univer-
sity of California at Los Angeles epide-
miologist James Enstrom.

Stakes Are High
+ *They'se.just.using it 30 they can get

- uséd & "dd-‘“"l‘%hﬂ!‘s“&é,lr\ : h_‘l‘,l..:;-_xsgp.c[fect," said Enstrom when the EPA

Sleyetives
further, . 0 7

Al thc traditional 5% ouni' cicnu-.

level, the EPA could not have declared
the association between lung cancer and
second-hand okc to-be stausucally
significant.

Crities such as Glean Lammi, chief
counsel of the legal studies divisian at
the Washington Legal Foundation, said
that amounts to “movmg the goal posts
during the game."

“They changed the rules with no

announudns findings.

’Lamnn said the stakes in the suit are
much greater than the profits of tobacco
companies or the rights of smokers.

“It's a very definite slippery slope,
and we think this is very dangerous for
the whole community,” he.said, noting
that a bugz number of chemicals have
besn accused of being cancer-causing on
svidence similar 10 that used in the
second-hand smoke anialysis.

"It really gives the EPA 2 lot of power
to skew the sctence,” said Lammi.
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Industry Sues EPA on

tF. ont Paga)

Secondhand Smoke

Cigarette Makers Say Carcmogemc Ruling Is Based on Fudged Data

By Tom Kenworthy

and David Brown
Washington Post Staff Wizers

The tobacco industry yesterday
sued the Environmenta! Protection
Agency in an attempt to overtum
the EPA’s recent ‘designation of
secoridhand tobacco smoke as a po-
tent “tarcinogen that kills about
3,000 Americans a year,

“The lawsuit- alleges that the
agency manipulated  scientific
studies and ignored accepted sci-
entific and statistical practices in

-making its risk assessmeant, Filed in

U.S.. District Court for the Middle |

District of North Carolina by tobac-
co industry giants R.J. Reynolds and
Philip Mozris and four groups rep-
resenting growers, distributors and
marketers, the suit also alleges that
EPA exceeded its regulatory au-
thority in declaring secoudband
smoke a known cause of cancer’. ™

Tobacco company spokesmen

said the EFA action has provoked
" hundreds of government and pri-

~vate efforts to ban or restrict indoor -

smokmg that have resulted in eco-
pomic harm to the mdustr:y ,
“The EPA, when it could mot
reach its predetermined conclusion
with_the available data, simply

changed penerally ‘accepted statis-

tical pracuces to achieve its find-
ings,” Dan Donahue, an R.J. Reyn-
"blds vice president and counsel, said
.in a prepared statement. -
Iuaterseresponsetotheﬁlmgof
“the lawsuit against an action insti-
‘tuted by her predecessor, EPA Ad-
ministrator Carol M. Browner said:
“The agency’s view is that second-
band tobacco smoke can cause can-
cer. This assessment is based on
scientific evidence that has been
thoroughly peer-reviewed and we
stand by it.”
Many years in the making, EPA’s

Jan, 7 declaratlon‘on the hazards of :
“environmental Yobacco  smoke”
(ETS), had no direct effect on smok- '
ing regulations becawse the agency
has no authority to regulate indoor

air quality. But as a practical matter, -

EPA’s placement of ETS in the same
category as radon and asbestos, and
its declaration that it causes hun-
dreds of thousands.of respiratory
illnesses in children, has had a pow-
erful impact on the movement to cre-
ate smoke-free workplaces. (Coin- .

Antismoking activists “derided the
suit as the desperate act of arl indus-
,try” fighting a rear-guard action’
" against scientific evidence and fear-
- ful-of its economic future.

“t's really a waste of time,” said
Fran Du Mellé, deputy managing
director of the American Lung As-
sociation. “What the industry is doing
is pitting their paid scientists’ opin-
jons of the research against the op-
inions of the peuple who really “did
the research. . . . This is an industry

cidentally, most of the studies exam- I that stifl doesn’t acknowledge their
.ined by EPA concerned home—not .. product kills people when it is used

‘workplace—exposure to ETS.)

‘House ‘committee approved legisla-
,tion that would ban smoking in most
‘federally. owned or leased buildings, -
.with the bill's sponsor citing the EPA
studs.

* Similarly, many local and state
governments and private buiding
owners also have responded to the
January announcemest by formulat-
ing policies on smoking inside build-
ings. Donahue said that 145 local
governments have instituted smok-
ing bans since the EPA announce-
ment,

But Donahue and other spokes-
men had no figures to back up their
claim that the EPA action has eco-
nomically harmed the tobacco indus-
try. “We don't have any specific fig-
ure that would represent bills for any
one company directly related to this
‘EPA action,” Donahue said.

“There is no loss from it as it
stands now,”. said John Maxwell, a
tobacco industry analyst with the
Richmond firm of . Wheat, First
Butcher & Singer. The decline in
smoking this year, Maxwell said, is
about 2 percent, consistent with the
annual slide observed over the past
few years.

Bill Wordham, an official with the
Tobacco Institute, said the fear is
that the future financial impact could
be huge. “Fm not sure you could
show a clearly demonstrated finan-
cial loss or job loss ... but I don’t
think there’s any doubt about the
asotential,” he said.

. the United States total
- 160,000,

" H
* a¢‘intended.
Just last wesek, for example, 2 ’5

The, industry’s posmon on ‘the
hea.ltlr effects of direct smoking is
. that smeking has been identified as
risk factor for certain chronic dis-
eaaes ‘such as lung cancer but that it

hde‘never been proven as a cause of
‘those diseases.
MWhether the suit succéeds in

"court, it is almost certainly going to

spark a lively debate on the subject
of risk assessment, an often contro-
versial process. The EPA study, for
example, employed meta-analysis, a
statistical technique of combining the
results of numerous small studies to
reach a broader conclysion that
might not be justified by any single
one.

In its lawsuit, the tobacco compa-
nies and their co-plaintiffs argue that
EPA's conclusion flies in the face of
the results of 24 out of 30 scientific
studies, and that “EPA was able to
reach its conclusion only by mamp-
ulating and ‘cherry-picking’ data.”

The suit criticizes only EPA’s con-
clusions about cancer risk, specific-
ally arguing that the agency used
., sloppy or questionable methods to
'V analyze the 30 medical studies it re-
viewed,

EPA estimated that longterm ex-
 posure ' to household smoking in-
‘creases a nonsmoker’s risk of cancer
by 19§ percent, and accounts for
about 3,000 cancer deaths a year.
Annual deaths from luhg cancer in
about

Eont'd.)
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In reaching this conclusion, the
EPA used a somewhat unusual yard-
stick of accuracy. When reporting
their results, most medical research-
ers use what is known as a “95 per-
cent confidence level,” That means
there is no more than a 5 percent
chance the conclusion is wrong and
the experimental results occurred
purely by chance.

Fewer than half the studies exam-
ined by the EPA find an association
between environmental smoke and
cancer with that degree of certainty.
However, when the “threshold” is
lowered fo the 90 percent confidence
level—where there is a 10 percent
chance any experimental result is
Wrong—many thore studies show a
fink between ETS and cancer.

This decision essentially lowered
the hurdle that scientific evidence
had to jump over in order to convince

EPA of environmental tobacco -
smoke’s danger to the public. The:

_EPA followed a similar practice in

evaluating the relationship between
radon gas exposure and lung cancer.

The agency defended the statis-
tical practice yesterday,.saying the
unquestionable link between smok--
mg and lung cancer (as-between can-
cer and high-dose raden exposure in
uranium miners) makes it defensible
to accept a slightly lower standard of
proof in the case of ETS.

“if you have a body of evidence
that is pointing you toward a conchu-
sion, and the question is do you need
to be 90 percent sure or 95 percent

sure that the effects you are seeing-

- aren’t just due to xchance, then we
think it is reasonable to accept 90
percent certainty,” said William H.
Farland, director of the EPA’s office
of health and environmental assess-
ment. - Co
Slaff wﬁizr]ahn‘&hwartz
coniributed lo this report.

~,
MOTr TR 4
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EPA 'smoking

study invalid,

suit claims

By Janet L. Fix
USA TODAY

Major tobacco companieé
Sued the Environmental Pro-

- -tection Agency Tuesday over a

study that blamed sacond-hand
smoke for cancer deaths
among non-smokers snd
prrompted many smoking hans.

A suit filed in a US. District
Court in North Carolina seeks
to have the EPA study ruled in-
valid because it allegedly ig-
nores-basic seience standards,

“It's shoddy science,” says’

Dan Donahue, lawyer for ciga-
rette maker ELJ, Reynolds. “I’s
not passible to draw valid con-
clusions” from the study.

The EPA’s study, released
Jan. 7, found second-hand
smoke responsible for the
deaths of 3,000 non-smokers a
year and for respiratory prob-
lems in childrén.

Philip Morris, R.J. Reynolds
and four other tobacco compa-
nies filing the suit say the EPA
study cannot conclusively link
second-hand smoke to cancer.

The EPA defends its study;
“It has been reviewed by our

scientists and by independent -

scientists,” says spokeswoman
Lauren Micat,

“The problem for tobacco
companies is that the FPA
stady — which has no power as
law or regulation — has in

- creasingly been cited by those
seeking bans on smoking. .

But companies and restau-
rants started restricting smok-
ing long before the study.

Since January, bills to Hmit
smoking have been filed in 43

: States and 296 municipalities,
| the Tobacco Institute says.

! Sofar, 13 states and 152 mu-
'nicipalities have restricted
smoking. Vermont is consider-
ing a bill to ban smoking in
.most indoor public places and
ban it in restaurants and bars
by July 1995.

. If the suit can discredit the
study, the industry will have
won another legal victory.

The industry has yet to have
to pay damages or pay to setfle
a suit that claimed smoking
caused a smoker’s cancer or
death — even though U.S. sur-
geens general have linked
smoking to cancer.

“Virtually any scientist or
medical researcher will say
smoking causes cancer in
smokers — but the industry
won't admit it” says John
"Banzhaf, executive director of
Action on Smoking'and Health.
“They'll never adimit second-
hand smoke causes cancer.”

COMP A345)



1

FINANCIAL TIMES WEDNESDAY JUNE 23 1993

{Front Page}

Tobacco companies sue; US tobacco

companies Philip Morris and RJR Nabisco sued

the US Environmental Protection Agency, alleging

its report on passive smoking was unscientific,
“arbitrary and. capriclous" Page 6

US tobacco
groups sue
over report

By Nikki Tait in New York

PHILIP MORRIS and RJR
Nabisco, the two largest US
fobacco companies, yesterday
sued the Environmental Pro-
tection Apency, claiming its
report on the dangers of pas-

sive smoking was unseientific, °

“arbitrary” and “capricious”.
The companies claimed the
agency reached its conclusion
that environmental tobacco
smoke (ETS) was a -cancer-
causing substance “only by
pu]atmg and cherry-pick- .
data, iznoring critical sta-

‘exposure to

The EPA report indicated
that about 3,000 US non-smok-
ers die from lung cancer
caused by exposure to tobacco
fumes each year, -and that
ETS increases the
risk of asthma in “normal”
children. it could also increase
the severity of sympioms in
children prone to asthma, the
agency said.

A draft version of the EPA’s
study, published three years

ago,'was attacked by the indus-

try and was sent back by a
science advisory board for bet-
ter justification of its conclu—

tistical studies and chemical . gions.

, failing to account for
confoundmg factors and
Sources of bias [and] violating
basxc statistical principles™. -

~ Their suit, which is backed
‘by other industry groups, also
argued that the EPA’s scien-
tifie guidelines were ‘violated.
The legal action follows a
high-profile EPA report, pub-
lished in January, which
ETS as a class A car-
cinogen. This is the most seri-
bus eategory of eancer-causing
material.

However, since its puhllca-
tion the report has been used
by anti-smoking activists to
demand more restrictions on

smoking in public places, and -

has almost certainly contiib-

“uted to an increasingly pro-
scriptitve climate in the

Us.

Most states now have some
restrictions on smoking in pub-
lie areas.
The suit was filed with the
district court for the middie
district of North Carolina.

(EXTENSIVE OTHER COVERAGE)
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¢  Reimbursement of $1,153
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Phulip Morris Wins
Small-Claims Suit
By Former Smoker

* x* %

Judge Rules Ex-Marlboro Fan
Was Too Late in Seeking

WV

By Junpa Woo
Staff Reporter of TnE WALL STREET JOURNAL

A former smoker who sued Philip
Morris Cos, in smali-clatms court failed in
his bid to become the first person to collect
money from a tobaceo company for smok-
ing-related damages.

The case had been heralded by anti-
smoking activists a5 a harbinger of future
lawsuits in which smokers would use
small-claims courts — where, in some
states, lawyers aren't welcome — to win
damages they've been unable to secure in
bigger cases.

But Judge Linda K. Jaecke in Mercer
Isiand, Wash., said plaintiff Alfred J.
Deskiewicz Jr.'s suit was barred by the
state's three-year statute of limitations for
small-claims cases because the plaintiff

_ had known as early as the 18705 that he had

a potential claim against Philip Morris.
That was when he fried {wice, unsuccess-
fuily, to stop smoking. The judge didn’t
rule on the merits of Mr, Deskiewicz's
claim.

Mr. Deskiewicz, a 5Sl-year-old design
engineer, had sought $1,153 as reimburse-
ment for doctor’s visits, nicotine paiches
and membership in a health club that he
joined to lose the weight he gained when he
quit smoking Marlboros affer 34 years. He
said he first recognized in 1959 that he was
addicted to smoking.

Judge Jacke, however, said the word
“addiction” has no clear legal meaning. In
addition to the statute of limitations prob-
lem, she dismissed the case because Mr.
Deskiewicz failed to present evidence that
he couldn't quit smoking on his own.

Mr. Deskiewicz, of Kirkland, Wash.,
said he didn't know whether he would
appeal. My basic reaction, and the word
for the day, is ‘stunned,’ ' he said. Philip
Morris attorney Charles Wall said the
company was pleased with the ruling.

The case attracted widespread atten-
tion because in Washington state and 16

. other states, attorneys aren’t allowed in

{Cont'a
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small-claims court. That means plaintiffs
can make arguments without facing the
usual phalanx of tobacco-company law-
yers. In Mr. Deskiewicz's case, for in-
stance, Philip Morris was represenited by a
gales director. Anti-tohacco activists
delighted at the idea of a guerilla war of
small-claims suits across the country.
Richard Daynard, a law professor who

runs an anti-tobacco group at Boston's
Northeastern University, called the deci-
sion “technically wrong’ and said it won’t
affect his group’s plan {o publish a manual
showing smokers how to file similar small-
claims suits. A decision by 2 small-claims
judge has no value as precedent inside or
outside the state of Washington.
Professor Daynard said Mr. Deskiewicz
didn't incur economic damage for the
smoking-cessation treatments until 1989,

and that was when the statute of limita-
tions should have started running. But in
any case, he added, *‘The fact that one
judge in Mereer Island thinks the statute of
limitations ran does not mean this is not
still a very good strategy.”

(Deskiewicz vs. Philip Morris, Mercer
Island, Wash., District Couri, 16917)

SEATTLE POSTANTELLIGENCER  JUN 23 1003

Court rejects

ex-smoker’s claim

District judge contends
laintiff ‘should have
own’ of the dangers

——— e

By Gordy Hol

" MERCER ISLAND - A district eourt

judge yesterday snuifed out an ex-smok-

wrall-claims sult against tobaces

Morris, the worlds No. 1
Y

Ning
Nmitstions, Judge Linds Jacke

nid the

‘sy-amoker, Kirkland design engineer Al °

PDeskiewicz, “xnew -or-should have
known"” smoking wasn't good for him
prior to December 1880, whken a doctar
first dlagnosed his addiction ta nicotine,
the drug in

tabaces.

Deskiewlez szid he was stunned by
Jacke's decition, but would not say if he
would sppeal to King County Superior

He fllad guit hoping Philip Mortls

would Be required to pay the $1,144.53 he -
sald he's spent on "doctor bills, prescrip- .
a

tions, a haalth.club membership and th
Marlboro _cigarettes he tmoked while

m:ﬁm'stnme-yeummwof-

Deskiewler zaid his “stote of denial”
over smoking’'s ills prior to the 1839
diagnosis should have been recognized by
the court as part of any addict’s problam.
He quit Jan. 1 aflar two tries.

“That's when the {statute of limlin-
tont) qlock should start runoing, mot
before,” be said,

Desdewicz aaid he wusd after Phillp
Morris ignored him. . .

1 g S o bl
enly,

gentlemen pbout it,” he said. *I got mad

when-they just ignored me.”

Hix claim has cost him absut $200 #0
far, he said, “and that was for coples and
telephone calis” Hia-legal snd expert
sdvice was donated, he said.

Bhllip Morriz' New York stiorney, .

Charles Wall, who had hoversed over
events without comment since eatly
March, sald Jacke's vordict didn't sur-
prise him and will distourage thase tn

the future who might eye the small-clal &::

court roule a1 & Wiy of

tobaces industry. .

““There is jutt no merit to such & suit”
he zald. “As the judge safd, the tarm
addiction iz g0 aused as to be meaning-
\ess, and If it is meaningiess, there is no

. eldim. People can quit smoking. T
think thot's the essential ‘mes-
sage,” Wall said. o

Becausa attorneys are not sl-
lowed to play a voeal role in
small-claime cases, Déskiewicz
Jepresented himself and the com-
pany was represented by its

{Northwest sales direétor, Michael

: Plel, v].m*wu present but quiet

F e Goverai eoirt Appesrances
since the case was fled, however,
it was Pfeil who argued that, at
age 52, Deskiswicz was 9ld
enough to have rend long ago
about tobmees's Iink to. poor
health. :

- It was Pfell who cited antl-

smoking article sfter antismoking

. artiele in ruch popular magazines

: a2 Reader's Digest and Time dat-
ing to the 18508, .7

Bofore ravasling her verdiot it
the emall but E:ekad £aurtroon)
Jyesterday, Jacke reviewed for
‘both sides how much reading she
jbed done fo prepare,

| The Nat ranged from the 1982
‘agd 1988 1S, suigeon.general's
reports o articles from tobacco

'trade journals. All of it was part of
io quit L3
W?g thi‘:ui state, small.claims couris ac- Ahe record, the wafd.
cept civi-damage lawsuits for xmounts
no greater thao L -
USA TODAY - WEDNESDAY, JUNE 23, 1993 TOBACCO SUIT: Ajudge rejected

e Al "Deskiewiczs claim that ciga-
refte maker owes

him $1,154.53 — the cost of quitting
. smoking after 35 years. Des-
kiewicz, 51, of Kirkland, Wash,,
sald that’s what it cost for doctors’

appointments, nicotine patches
FROM LISA TODAY'S NATIONAL HEWS NETWORK and a heslth club membership to
shed weight he gained. Judge Lin-

- da Jacke said the state’s three-year R ‘ ]
statute of lmitations expired long By Dave Weavar, AP
before Deskiewicz filed the claim.  DESKIEWICZ: ‘Fight

“The fight lsnt over," Deskiewlcz  isn't ovar’

sald. He's considering an appeal

-and might seek a teen-age stoker to file a claim within the
three-year limit. (Secondhand smoke lawsuit, 1A)
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Tobacco Firm Wins Suit

Plaintiff attorneys were unable towin a
liability suit against American Tobacco
Ca., despite & ruling by the judge in the
case that cigarettes are defective and
unreasonably dangerous.

The ruling last month by Mississippi
Judge Eugene Bogen of Washington
County Circuit Court was apparently the
first in the nation to find that cigarette

companies are strictly liable for illnesses

"caused by smoking. To win the liability
suit, plaintiff attorneys had only to prove
that cigarettes caused the smoker’s death
and to back up the amount of damages
sought. That is &8 much easier standard
than plaintiffs typically face in such litiga-
tion against tobacco companiss.

But 11 of the 12 jurors, after deliberat-
ing for about two hours, weren't persuzded
that the smoker died because of the Pall

-Malls hesmoked heavily for 45 years. The
smoker, disabled military veteran Ander-
son Smith, died In February 1986,

Attorneys for American Tobacco, a unit
of American Brands Inc., Old Greenwich,
Conn., had argued that Mr. Smith's history
of urinary tract infections and kidney
gilments was a2 major contributor to his
death. The tobaceo industry has never paid
any damages to a cigaratte-liability plain-
tiff

Don Barreit, the Lexington, Miss., at-
torney for Mr. Smith's children, who
brought the suit, couldn't immediately be
reached for comment. :

RIR Nabisco Holdings Corp., which
wasn’t a party to the case, issued a state-
ment that said, “This case once aggin
demonstrates that even when the jury is
denied the opportunity to hear key ele-
ments of the tobacco industry's defense,
they conclude that these cases are without
merit.”

{Jeanette Wilks vs. American Tobacco
Cv., Circuit Court of Washinglon County,
Greenville, Miss., 91-12,355 (B}(W))

ACROSS THE. USA{

MISSISSIPPI
GREEN\'ILLE The ﬂll!’l '

new preducts-Hability law virtu-
ally 't%ps outa iuaﬁ‘rs earller rul-.
ing that manuadirers :

problems. The first test beging o
- day with jury selection in a trial
pitting a longtims smoker's family
against a tobacco compeny and &
cigarette distributor,

THUHSDAY JUNE3 1993 - USA TODAY ‘i\

m
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J udge postpones secondhand
smoke trial

JACKSON, Miss. = Bur! Butler of Laurei fears

he will not live long enough to testify in his law-

suit against tobacco companies over secondhand -

smoke.

The barbershop owner, who has lung cancer, -

contends he got the disease from years of inbal-
ing secondhand smoke in his business.

On Friday, Hinds County Circuit Judge Robert
L. Gihbs postponed the trial that had previously
been set for Nov. 26, Gibbs did not set a specific
date, but he said it would be in summer 1954,

“It looks as though if they can délay it long -

enough, I won't be around,” Butler, 59, sald after
the court hearing in Jackson. I want to be alive
to tell my story to the jury.”

Ed Blackmon Jr. of Canton, representing to-

bacco companies, said the defendants could not
be ready by Nov. 29. He said extensive research
is needed to prepare for this lawsuit because no
. similar claim has ever been put before & jury.

Butier, a non-smoker, filed a $25 million law-
suit in Qctober 1992 against six national tobacco
companies end six Mississippi wholesalers of to-
bacco products. Attorneys familiar with tobacco
industry lawsuits said they knew of only one oth-
&r suit m the nation that pits a person suffenng

“It looks as though if they can
delay it long enough, | won't
be around.”

Burl Butler

from illness against tobacco sellers in & second-
hand smoke suit.

Most of the secondhand smoke suits have been
directed at private employers or governments
that allowed smoking in the workplace.

Dennis Sweet of Jackson, one of Butler's law-
yers, said tobacco cempany lawyers are already
making plans based on the expectation that But.
ler will die before the trial begins.

Tobacco lawyer Michael Ulmer wrote a letter
to Butler's lawyers asking that tobacco company
representatives be present for Butler's autopsy as
part of their trial preparations,

“The only way to have the audacity t0 write
such a letter is they had assumed they could get
this case prolonged long enough for Mr. Butler
to die,” Sweet said. ”

Butler's lawyers have videotaped his testimony

in case he dies before the trial, Sweet said.
Tobacco company lawyers are trying to trace
potential health hazards Butler could have been
exposed to in a lifetime, Blackmon said” They are
also checking Butler’s fam:ly medical history.
Butler's lawyers are seeking to add to the Jaw-
suit claims thaf tobacco companies fraudoiently
conspired to conceal from the public informiation
that would have shown cigarettes to be a-Realth
hazard, said Lexingion attorney Don Barreti,
representing Butler. e
“Qur proof will show the tobacco industry

knew by 1953 full well that cigarettes caused

lung cancer in droves of people,” Barreit said.
Barreft said the tobacco companies prblicly
advertised that they were conducting ap,inde-
pendent study to determine if smoking wa$ haz-
ardous. Barrett said the companies then privately
funneled all the research findings through law-

" yers to give it the protection of an attorney-clien:

privilege and keep it secret. Butler's lawyets
want access to research documents sealeéd by a
judge in a tobacco lawsuit in another staie.

Defense lawyers are fighting to keep out an
Environmental Protection Agency report on the
effects of secondhand smoke.

Gibbs refused to issue a gag order ln.the' case,
as was sought by the tobacco companies: -

_DAILY NEWS o

*

»Wednesday, Juns 2, 1983-

'Mom can puffin front
of lnds German court

| The court said that while smokin
fa

" "MUNICH, Germany ‘A German court ruled :
“yesterday that a mother can” 1egalfy smo!-ce in’
: 'fmnt of her two children, . :

- The Munich court threw out & case rought by
"the woman’s mother; who cidimed that passive

smoking was.harming her grandchudren aged

14 and 4. .

TS 1 A |
“Individuals are not bound by law to stop
smokmg ‘when they are in the same.. ruom as': .
nonsmokers . 1tsa:d U e

was harms- .
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PHILADELPHIA INQUIRER

Makers are accused of |
[ ] . ' d -
SUDPTESSING CUIAENCe B abent o et v

the most objective and sclentific way
possible,” sald one Indusiry adver-
tisement, !

But critica amd litigants have
leged atherwise,

Early last year, in a Hoew J
lawsuir ftied againn the conncll
the daughter of an ex-smoker, Us'j

of health hazards.
C ¢« o ]
' DistrictJudge H. Lee Ssrokin in New.
rO e On ark ismued 2 scething denunciatio
of the council, :
“# jury might reasonably conclade
that the industry’s snnouncemant of;
O acco propased lndependent Tesearch ...
-was nothing but a public relstions
. ) plo‘iu’"—-nfrauid to;l; ?:td the grawing
evidance nt the industry, to en-
P.ﬂ ,g;}'tl,’,f{nh:.r':,m% courege smpokers to continte _and
b NEWm‘:;ORK -l-l- l-‘:r years, the 1:1:- :?,: amokers to begin,” opined Saro-
scce indostry has enjoyed an envi- . _ .
e record G s, gl e s ol saued e
more than 300 lawsuits, filed by ex- Brockiyn. The offica, under then-US.
amokers and their families, iU -has Attorney Andrew  Maloney, was
nover paid out & dimk in damages. known for fts spgressive pm.;m“ of
But naw the indasry faces a paw, whitecollar and corporate crimes.
potentially more fornildabie sdver- One of it3 bestknown caset was the

mﬁy::he US. Attorney's Office 18 yg04 paitty plea-of Fastern Afrlines

The office is conduciing a crimfnal
investigation Into charges that to-
bacco companies auppressed evi-
dence of the hiealth hazards of cigs-
tette smoking. Attorneys famfliar
with the caze say that prosecutors
Bbelieve charges could be brovghtuy-
der federal mafl feaud, wire {ravd,
conspiracy or racketecring statutes,

If an indictment 13 Issued, it would
ha the first time criminsl charges
were leveled againat sn industry thet
tha 11.8. Canters for Disease Control
link to 434,000 annual deaths,

Tha investigation revolves around
the Council for Tobacca Research,
set up In 1954 with tobacco industry
funding. The coltheil was to fund.

LePBSTEP 06

records, |

A criminsl Investigation was soon;
launched, People familiar with the!
case say the federal prosecularshave
been reviewing thousands of pages’
if internal councll documents for

for Iatsifying sircraft maintenance: °
|

JUNO 71993

the last year. More recentiy, they
startad querying tabacco-indus-

- vy axpetts about potential witnessey

l:g.aﬂfybdma grand jury, sources
a .

*I think a very simple, but very
persuasive case could be mede. The
evidence i very powerful that the
tabacco compenies decided to pre-
serve thelr profits by pretending, in
‘bad {aith, to be doing research into
whether smoling is really hazard-
ous,” =ald Hichiard Davhord, a law
prafessor at Northeastern University
and an and-smoking advocate,

Doneld W. Garner, a law professor
at Southern ftlinoly University who

,has also spoken with the US. Attor-
ney's Office about the cass, sayy that
'criminal charges could more likely

prevall where civil sujts have falled,
Garner sald furies in civil cases

" bave heen refuctant to award dam-

agea to former smokers. “Jurfes hate
smokers. They wont to know why a
smoker dldn’t quit ... jnstead of go-
Ing out and hiring a lawyer,” he satd.

The Council for Tobacco Research,
based in New York, declined to com-
ment and ity stiocney did not return
telephnn;‘ calls,

Phillﬁ arﬁ_lg. mantufacturer of the
best-seliing Marlboro cigarettes, has
retsined & criminal defense attorney,
former New York US, Anorney Rob-

- ert Fiak, who sxid the cormpany wag

“cooperaling fully with the jovesti-
gation.”
Both Fhillp Morris and RIR Na.

bisco, the second-larges! clgaretie

manulscturer, have acknowledged
the investigation in recent filings
with the Securities and Exchange
Commisslon. .

Zachary Corter, whn became US.
attorney for Brooklyn last week, sald
through & spokeswoman, “1t's en in-
vestigation and we capnot com-
menL."”

- "

‘The Connctl for Tobacco Research
grew out of 8 December 1953 meeting
at New York's Plaza Hotel hotween
exscutives of the top tobacca carape-

nies sud the pubtlc relations firm -

Hill & Knowlton, Ithad been airying
year for the indnstry following pub-
lication of several studies linking
cancer to cigarette smoking.

“Everyone was shocked. ... The
tobaceo industry prided itsell on be-
ing a genteel, pleasure-giving fndns-
uy. ... Nobady thoeght that smoking
was anpposed o he goad for ynu, hut
{t nevar occurred 1o na that it was
dangercos,” James Bowling, & re-
tired Phillp Morris director, sald in
4n Interview.

“We hoped {the councill wauld he s
mechanism to discover what caused
capcer. ... Our beliel way that to-
bacco would be tolatly exnnerated
... or that if cigarettes were found

ble, they would identify the’

ingredient the! cauved cancer 2nd it
" would be remaved.”

"We had that kfnd of post-World
War I helief that if you pursued a
problem. dutifully, end poured
enough money st {t, you wonid come
up with & solution.”

(Cont'd)
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(Cont'd.}

With much fenfare, the councll
was insialied in offices at the Empire
State Building. To holster its eredibil-
ity, it hired as scientific director
Clarence Cook Little, » former direc-
tor of the American Cancer Soclety,
It appointed a board of 190 scientine
and dnctors, a board the indusiry

would later say was “completely av-.

tonomons.” or, failing 10 do this *never receive’,
The council quickly became e paw-  anather penny,'"” Homburger re.
. erful player in concer research, dol-  ealled.
et o g
Ta =
hospitals, | An Wﬂ‘“"_il?a' bargar publish, 1rfef he
Retired chemist eliminated any refer-
Missning Hagoplan of says crimi ence to the word cam-
Mason Research Tnsi. Charges could talnd su:stimled in-
t&‘ll::s :-:ys m"’ﬁ':ﬁi Ii-l’ evail.\vllere ' "n;s:udoep}l!felial teg“
tli-:tshwler: al-ngs aware  Civil suits have pe]rpla:’i;.; o
of their dependence on H n , Hombuorger
tha tohaceo money, and falled' weani 1 Atlantic Cily to
thal it couid be yanked read his paper 2t a

at any minute.

There was a sense, he sald, that “ss
soon a9 the research got to a paint
where one could start evaluating the
results, the council withdrew the
funds, saying, ‘Ob well, we got all th
Information we need.” :

For exsmple, Freddy Homburger,
the reilred director of cancer ro.
search at Tofts Univarsity in Boston,
has testified In a clvil suit that the
council stiempted in sappress his
findings, showing that cigsretts
smoke Inducsd cancer in hamsters.

Homburger had recelved grants
from the connchl to research the el-
fects of cigaretic smoke, bot sald he

RZF6SIOF 02

then was denled permission to pub-
lish. On one occnsion, when he sent a
paper on bis findings 10 the Natonal
Cancer Institute, he said, he received
a visit at his Malne summar home
from council officials.

“They urged me to withdraw the
submitted peper, never to publish
any date without their parmission

meeting of research blologlats. He
was to give & news conference s
well, Hut when he arrived, Hom-
burger found only an empty hotet
toom,

Necades later, Jawyers who sred
the Council for Tobacce Resetrch
found a letior in which a couhell
public relations person discussed
sabotaging the nevis zonlerence.

Much «f what is known sbout the
council comes from o lawsuit filed by
Susan Haines, a Pailadelphis lawyer
whose father died of cancer in 1982,

Documents unearthed daring the
Haines case, sl pending In federal
court in Newark, suggest thal the

councl] was more preoccupied with
serving as a "shield™ and a “front” 10
protect the industry from lawsuits.

Internal memos show that the
councl! prepered trial witnesses, is-
sued news releases through Hill &
Kaowlton denying sny ill-health ef-
fects from smoking and helped to
discredit other independent studies
that suggented atherwise.

What happened when counell-
funded research came too closa to
linking cigareite smoke fo cancer?

Tt wasshifted into 3 sucretive, “spe-

clal projects unit*” divectly under the .

coniral of the councll’s lawyers. That
way the councit could avoid having
unfavorable rasearch svbpoensed,
because it could be protecied by at-
torney-client privilege.

Edwin JSacchs, longtime attorney
for the councll, told other lawyers
Ior the tobacen indusizy in 1981,
“The ides was thai the loowielis]
scicatific director wonld review a
project. I he .. did not like i, then
it beeame a lawyer's spacial profect,”
according to eourt documents,

Even though thausands of pages of
council docuiments were released in
the Heines cose, there are an esi-
mated 1,500 pages of “special proj-
ces” documente the councll has
viithhald under attorney-client privi-
=gn.
egudge Sarokin ruled in Februsry of
last vear that the documents were
nat eovered by attorney-client privi
lege, and therefore should be Letned
over immediately. Tn September, the
fobecco companies were auc:assfsl

in getting Sarokin removed from the -

case. A new Judge has not yet been
appointed.

Mare Ldell, the Short Hills, N.J.,
lawyer who flled the Halnas case,
belicves the US. Attorney's Office
has been mare succeseful in subpoe-
naing council documents than he
has.

The federa] prosecutors still have |
thelr work cut out for them. In delv-,
ing into alleged crimes that date
back to the 19508, the prosecutors
could run [nto problems with stat.
ites of limitatlons. It is also possible -
that dafendsnts could challenge
whether the Brookiyn 118, atterney
Itas jurisdiction, althongh the grose
cution side quips that people in
Brooklyn smoke, too.

Law prafessor Daynerd belleves
any potential case would he strong-
est against the councd, but noles
“there is a certain nreatity to coipo-
rate criméinel 1adictments, You can’t
put & corporation in jait. 1t 1z a much
more effective case i you can go
sfter the ringleaders”

Whatever happens with the cese,
antl-smoking advocates say the real
cantritution of the eriminal investi-
gation might be simply 1o unearth
more of the secret history of cigs
rettes and cancer research.

“There are an Incredible number
of Internal docnments that no one
haa seen.” said CHTI Douglas, tobacon
policy director of the Advocscy Insth
tute in Washiogton. “ And some
where In there, there could be the
smoking gyvn” : H
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Children’s Exposure to Tobacco Smolke
Is Found to Cause or Worsen Asthma

Reuter

BOSTON, Junc '9—Tests of
nearly 200 children with asthma
have uncovered strong new evi-
dence that secondhand tobacco
smoke casses or worsens the con-
dition in children. _

Although doctors have suspected
a connection between asthma and
environmental smoke for years, the
on studies in which people were
asked to estimate how much young-
sters had been exposed to cigarette
smoke from others. Such estimates
may have been inaccurate,

The new study, published in
Thursday's issue of The New Eng-
land Journat of Medicine, used a
more direct method. The team of
Maine doctors who conducted the
study calculated the children’s ex-
posure by measuring levels of a tell-
tale chemical called cotinine in their

urine. Cotinine is a byproduct of
nicotine, and is thought to be an
accurate indicator of how much to-
bacco smoke a person has inhaled.
When the doctors counted the
pumber of asthma attacks each

Researchers urged
“systematic efforts”

toward prevention.

child had suffered during the pre-
ceding year, they discovered that
youngsters exposed to the most
secondhand smoke had 70 percent
more attacks compared to children
with little or no exposure.

The evidence that the smoke
from someone else’s cigarettes

causes asthma-related illness “is
sufficiently strong,” and the amount
of iiness it causes is sufficiently
severe that “systematic efforts to
reduce inhalation , . , are warranted
for children with asthma,” the re-
searchers concluded.

An estimated 2 million to 5 mil-
lion American children suffer from
the lung problem.

The team, led by Barbara A. Chil-
monczyk of the Foundation for
Blood Research in Scarborongh,
Maine, also found that the parents
accurately estimated how much
secondhand tobacco smoke their
children had been exposed to, a dis-
covery that gives additional cre-
dence to past epidemiologic studies.

The' latest findings come after the
Eavironmental Protection Agency,
using the results of 30 studies, con-
cluded that secondhand smoke can
cause cancer in nonsmokers.

6EV6ST8F0Q
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THE WASBINGTON Post

FDA to Ban Over-the-Counter

Tarumsoay, Junz 3, 1993;

,

Smoking Deterrents -

N

By John Schwartz . ...,
Washington Post Staff Writer

Declaring that no smoking deterrént products

sold over the counter do what they say they do,

.the Food and Drug Administration announced

‘yestérday that it will ban new shipments of the

“products starting Dec. 1. .

'. Such familiar brand names as Cigarrest, Ban-

“fron, Tabmint and Nikoban fall under the prohi-
ition, along with more than two dozen others.

products usually are sold in pill, tablet; loz-
enge or chewing gum form. The agency will allow
the products to be sold until current supplies run
wt. \ i ) . . s .

*' The action is part of the FDA’s ongoing ex-
amination of products sold over the conmterr -
., In 2 statement; FDA Commissioner -David A.
essler said: “Smoking iz one of the nation's lead-
ing public health risks, and we favor any safe and
effective method for helping people kick the habit.
However, to reduce smoking-related ilinesses and
deaths, smoking deterrents have to work.”

‘ The ban does not affect prescription products-
such as nicotine patches and Nicozette chewing
gum, a product by Marion Merrell Dow Inc. that
contains nicotine, Marion Merrell Dow has ex-
pressed an interest in gaining FDA approval for
switching its product to nonprescription status,
agency -officials said. But “before allowing a
switch, the agenicy would nééd t6 consider cate-.

- fully Nicorétte’s‘owii potential for addiction,” the
announcement'stated. U . 0

Many of the over-the-counter products contain
lobeline sulfate and silver acetate. The industry
has long claimed that these substancea confuse
the body iito thinking it has ingested nicotine,
providinig Sofiie of the stimulus fiicotine gives and
thus slaking the craving for a smoke, The FDA

said that studies have not proved the effective-
_pess of the substances. . | . .
... The agency said it would work with companies

[]
v

L
b
[N}
[
[N}
L]

“thiat have contacted the FDA a

to develop new products. Amoni:uhe companies
t conducting
studies and . clinical . trials is. New Life Heaith

Products.Corp. .of Mortris Plains, NJ., which is

interested in, developing a silver acetate-based
smoking deterrent, an FDA spokesman said.
Manufacturers defended their products yes-
terday. Jim Stapleton; a spokesman for Advan-
tage Life Products Inc., which manufactures and
distributes Cigarrest, said, “Advantage believes

-that the Cigarrest self-help system is an effective

stop-amoking - product.” Cigarrest products,
which include a self-help audio cassette course as

well as pum and lozenges, cost up to $19.95

each. Cigarrest has the largest share of what

industry officials estimated as a $60' million-a-
year over-the-counter antismoking market.

Stapleton said that Cigarrest has helped 4 mil-

. lion people stop smoking, but he noted that self

contral is far more important than any chemical
properties in his product. : '
Cigarrest’s packaging states explicitly; “The
effectiveness . . . is directly related to the user’s
motivation to stop or stay smoke free.” Materials
supplied with the self-help kit state that *If you

. are not 100 percent ready to stop smoking,

please do not attempt this plan.”

Advantage Life said it will stop using lobeline
sulfate in Cigarrest but would not identify a sub-
stance it 'will use instead. Other products made by
the company, based in Laure] Hills., Calif,, iriclude

. ChalestControl, insomAway and PMS Solition.

Bantron is manufactured by Dep Corp., a Cal-
ifornia-hased hair care products company. A
spokeswoman for Dep said the company would
comply with the FDA ban. “It's not a big product
to the Dep Corporation,” the spokeswoman said.

An officiat for a manufacturer who did not want
to be identified questioned the FDA's judgment in
going after such a small and seemingly innocuous
class of products—whether or nat the products
actually work. *“I never got cured by a cokl remedy
either,” the official said. “Are you going to take
them off the market too? I think the FDA should

have more important things to dol”

CEFELTEFOZ
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LA XGR-Smoker Bill, La Bjt,290 Smokers' Bill Approved By Legislature
BATON ROUGE, La. (AP) A bill backed strongly by powerful

tobacco lobbyists will prohibit most local governments in Louisiana

from adopting pure no-smoking ordinances.
The measure, now on its way to Gov. Edwin Edwards, guarantees

smokers a room in all public buildings where they can enjoy their

habit.

Any city or parish that does not have a tough ordinance in place

by Sept. 1, cannot pass one that is more restrictive than the new

law, under the bill approved Wednesday in the Senate.
The 23-12 vote was to approve House changes to the bill by Sen.

Ron Landry, D-LaPlace.

The bill, if signed by the governor, would allow local
governments to prohibit smoking in public buildings as long as they
provide a room for smokers.

The measure exempts the Legislature and the Capitol, thus

leaving the seat of government open to smokers in every area but
legislative committee rooms and the House and Senate chambers.

However, legislators can

smoke in those areas.

““Now, we are going to do something each and every other state

and city I read about is going in the totally opposite way," said

Sen. John Hainkel, R-New Orleans. ** Again, Louisiana will be the
laughing stock. We will be the only one to guarantee you can smoke
in public buildings. It's just the opposite of what every

progressive state and even non-progressive states are doing.”

Sen. Ron Bean, R-Shreveport, countered that government wants to
continue to take freedom away from people. *If they want to kill
themselves smoking, that's fine with me. Think about the rights of
people.” In separate rooms, the smokers will not pose a hazard to

non smokers, he said.

Copyright (c) 1993 The Associated Press Received by NewsEDGE/LAN: 06/05/93 22:53
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HOLLYWOOD HOTLINE

Anti-smoking groups fume

over ‘Made

By MARILYN BECK and
- STACY JENEL SMITH

. HOLL¥WOOD - Anti-smoking .
.groups are up in arms over Ted Dan-
som's heavy use of cigarettes in “Made
in’ America”—and the blatant place-

ment of Marlhoro cigarettes through-
oyt the Eﬁ—&— ‘
t Joe Chener of Smokefree Educa-
tional Services blasts, “If it's a paid
pioduct” placement—and it certainly
lopks like it is—it's horrendous and
outrageous. Even if it's not, it's a terrl-,
ble situation.” )
- ! A Warner Bros. spokesperson in-
sists, “No money was exchanged and it
was not a matter of product place-

in America’

ment. The decision was simply made
timt Ted Danson’s character should
take on the appearance of the Marl-
horo Man.”
No matter what the motivation,
Jim Bergman, executive director of
STAT (Stop Teenage Addiction to Te-
baceo), is convinced * *Made in Amer-
ica’ should not have been made the
way it was—particularly appealing, as
it does, to young people and Aftican-
Americans, which are two of the to-
bacco industry’s prime target mar-
ket&” ) ’ .
Y L e
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Ted bansoh

Maribore Man manque
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By Haya El Nasser
' USA TODAY

- LOS ANGELES — Restaura-
teurs across tlie country are
watching to see If thig city be-
comes the mation's Jargest to
ban smoking lu all eateries.

The Log Angeles Clty Coun-
cil today could decide to put
out cigarettes in the city’s 7,000
restaurants for good, The coun-
cll temporarily approved the
ban last week.

‘“People are going to fock to '

"Los Angeles because they can
come to a restaurant and they
won't have to worry about ob-
noxtous smoke ruining the
meals they pald hard-earned
money for,” says Councilman
Marvin Braude, an antl-smok-
ing crusader for 15 years.

. Callfornia long has been in
the forefront of the nosmoking
push. Of the 56 cities and coun-

ties that ban smoking in restau-

rants, 49 are In California.

And now, the state Senate Is
bracing for a showdown over
two smoking bills just passed
.by the Assembly.

One would ban smoking in
all indoor workplaces.

_ The other, backed by the to-
'bacco industry, would lmit
smoking sections to just 30% of

cCFRGTETOC
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“

AP
'won't have
to worry about obnoxioua
smoke riining meals.

BRAUDE: People 'won

a restaurant’s space. It would

{ supersede local ordinances,

But the city seems defer-
mined to move ahead, and
neighboring clties such as San-

ta Monica and Beverly Hills

are expected to follow sult.

“What is proposed in Califor-
nia i likely to hit all across the
country,” says Manny Mighdoll
of the Florida Restaurant Asso-
clation,

Calls are pouring In from
anti-smoking advocates in New
York and Seatile who want to

use the Loz Anpeles ordinance
as a model, says Kevin Goebel
of Americans for NonSmok-
ery’ Rights in Berkeley, Callf.
That worrles Michael
O'Neal, owner of the popular
O'Neal's restaurant near New

"York City's Lincoln Center.

“In the reanl world, there are
people who insist on smoking”
he says. He fears he'd have to
redesign his place to separate
the bar from the restaurant.

New York state law now sets
astde 70% of restaurant seating
for nonsmokers, Elsewhere:

» 'Chicago, which required
nosmoklni;tectlons but never
set limits, began requiring
that up to half the seats must go
to non-smokers.

» Florida health groups are
pushing for a statewlde ban on

smoking In public places. State |

law requires restaurants that
seat 50 or more to give 35% of
seating to nonsmokers,

Smoking-ban opponents
such as Jivan Tablbian, the
nansmoking owner of fashion-
able Remi’s In Santa Monlca,
fears Loz Angeles will become
the guinea pig for other big ¢it-
feq toying with such a ban.

His prediction: This reces
sion-battered ety wili see more
tourism dollars go up in smoke.

..If L.A. ban holds, smoking and eating won’t mix

_ Beginniti Stinidlay, sniok:
ing wilt be banned in the
1.8, Pnstal SerVices 40,000

 facilities,

“Postmaster General

" ficed and cafetérias.

- -The aetlon s due in part

" to a January Environmen-
taf Protectlon Agency res

lung cancer dmong non-

soffelals sny.

- woman Mohica Hand says

: S and workers.

By allowing smoking in bers
but not in restaurants, Tablbian
says gupporiers show that thelr
Intent has less to do with setting
health standards than with reg-
ulating personal tastes,

“"Are we regulating offen-

- ‘Marvin - Runyon says the
ban- ineludes lobbies, of

~port  that secondhand-
- amoke vabses 3 000 ciises of -

" smokers each year, postal -
Postal Sepvice gpokes.

.. the action is an effort to
: provide g sdle and healthy
o unnvironment ror custormiers
.. doesn’t mean that addiction
. Willlam Bitfus of the
Amgr{can Pustal Workers

“No smokmg in post offices

Union says the union want-
ed a six-month lead-in for
_workers to stop smoking,
Burrus says members
will flle labor complaints
-because the ban was im-
posad without bargaihing,
“Their attitude is ‘just do
it and 'if employees don't
abide by that, we'll fire
them,'” he said. |
“On the' heels of the -
{postal worker shooting)
tragedy recently in Michi-
gan, it would seem they
would be more sensitive.
“We have a number of
employees who are addict-
ed to smoking. Just because
the postmaster general says
smoking has been banned

is going to end.”
~— Gary Fields

siveness or are we repulating
health?" he asks. “Because it
we're going to regulate offen..
siveness, I would like to elimi-
nate Giorgio perfume from be-:
tng worn by women in
restaurants.”
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THE DETROIT NEWS

5 shopping
malls ban
smoking

K ‘Sign of the times”:

© Western Michigan
centers try to snuff
secondhand smoke.

By David A. Marklowics |
THe petRorr News £ (2

Five malls in westarn Michigan
will ban smokipg starting Sent, 1, bur
Matro Detroit puifers don‘t have to
mrryahwtmke—&eemalls-m
. 'Tha near Kala-

mazoo and tth Cnoh wnll join &
dandful of malls in other states 1o

“{niziats gmoking bang. i
“It's something that’s going ts

Rappan an down the road, s0 we
mﬂdumamw

row rather than wait for the govern-

u“mn%ﬁ‘”‘“'&“&‘“ﬁﬁi'““m%”'
0 ve
Crourmdn, in Portnge.
A spokesman for the Tobaceo
Instituts in Washingtan, D.C.. u!lad
tha move diunmm:ow'
1t would deive many mmun to
mﬁmm at Detroft-area sha
sred
pm‘ centers nyéh:y have no pllg
ban smoking. But sowme, includi
Furhu Town Ceneer in tho::
and Oakland Mall in Troy, have
daignated areas for non-amokers,
wouldn't have a total ban on

JN 15189

lmndt, manlwnfhfvanm Skrame said & survey of shoppers
's might someday have non- at The Cressreads found 80 persant
areas, but you have to aater favored the ban. Az for smokers who
tnhothamhn pon-imakare.” might apposs the ban, hae sald. “Some
Claudia marketing di- of tham might go elstwhers to shop,
!utonthﬂmdShcppinzC&ntu. hnmmightpickupotheubecm
chmc;f:thtﬁmp;‘infﬁﬁt number lic ™ Mﬂﬁmm the-
b 3 a ' . &
dgﬂnmmwmn’a athing’ . mhngnr:;in“l: l::xdlgevemmnt
‘Tom Miles, w WAnager quebchhdwnerofthnTm-
mw, 3 m Lmb& der Bok amoke 3 shnp at The Croas-
30 decision bas m‘m. ’ roauds mall, said it wcn‘t be popular
Smoking i banned by law in ;mmhhcmtnmm-orhmbouom
stores thernsel . fne
orcs thatseives, but not in com “Caly tina will tall how the han

The allisnce of malls, in ‘west

Michigan inchudss owniess fram eom:  guo: Tite orupmatad e o oy
::ﬁnc eonm’;yu‘-n ‘ﬁ:ezm';g: ﬁn amokers. T don't fesl this s
<oalition in Kalamazoo after 3 Janu- In addition to the Crossroads,
ary report by tha U.S, Environmen- other malls enacting the ban_are
tal Protection Agency that classified Bouthlnd Mall in Poruge; East
ncondnrytahmmhun&m Towne Mall and Maple Hil] Mall in
A carcinogen, meaning it has been g::tl:m:ﬂm'k. abd McCamly Place in
&und to cause eancer in humang, Lra0
Bilt Wurdham, spokesman for the
A‘E' EPA ’:g;mhgf umg Tabuceo Tostitute, acknowledged
the U.&Tuundhymmyf#tﬂ that *he wove by the west Michigan -
ke mﬂu.‘(‘inrpem tn bBa the heginning of +
tobacco 4 tren :
Hoadded, however, that the detri-

" affects buslnexs,™ he said, A little

mental affects of second-hand smoke
can bo eliminated t.h:ouah proper
vmuhmn

UPwe 06/11 1737 Legislature bans smoking in Capitol

SACRAMENTO (UP{) -~ The Calitornia Legislature banned smoking In the

state Capitol building Friday.

The Senate voted 23-3 to adopt a resolution already passed by the

Assembly that bans smoking in all areas of the Capitol controiled by the

Legisiature.

Included are hearing rooms, offices, hallways, stairwells, restaurants

and bathrooms, and leglsiative offices outside the Capitel.’

Besides offering the resclution, ACR27 by Assemblyman Phiilip Isenberg,
D-Sacramento, the Assembly alse adopted Internal ruie changes that forbid
smoking In areas of the Capitol it controls.

Sen. Dan Boatwright, the Concord Democrat who presented isenberg's
resolution in the Senate, cbserved Friday that Assembly employees "have
been coming to our side to smoke.”

He said more than 400 Capitol employees had signed petitions urging the
Legislature to adopt the anti-smoking resclution.

Boatwright said Gov. Pete Wilson announced in February a prohibition of
smoking in all state-owned and leased buildings by the end of the year, but
it does not apply to the courts and the Legislature.

Meanwhile, rival bills that would impose statewide smoking bans in
public and private indoor workplaces throughout Calitornia are swaiting

sction inthe Senate, 2048159434
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wood. ban sma

tuslly every

""SAN FRANCISCO CHRONICLE, JUNE 11, 1893
'HE Here's why: teso;h bﬂlm head tt;l t.!tw Sen-
; Mur debate ate, whears ers Ky Tuck-
mrlik ot much debato Rnd ublle oy Yobaccobacked bill has the
passod two rival Emoking  Dést chanee of eaming out the win-
& noss bills ¢a o the Senate for another  B°- .
round af Solomon-lke wisdom. Now comes the rub, Governor
The first was a tobaceo indus ¥ 1e0R 18 putting out the word that
RE”RT Tucker's bill aces an almost cer-
try-backed DIl carried by AMem- g5 vets unless it undergoes some
m THERE'S SMOKE: Despite wmood,w“ bttltmpro\ddemny exemp- The conventional eafl: Both
All the recent machinations, don't mnmmwdﬂum bills die in the majestic Sanste.
uoking Iegiation o s gy ALCPE ricter segulations
of Sacramanto anytime The second bill, by Assambly-

man Terry Frisdman hng-Brent-
buflding cutside the

_homa—tncludingbul.hctorh:

and pool halls,
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A Bill to Ban Smokmg Dulls Tavern Cheer

Spedalm'n:em York Times
ROCHESTER, June 1 — Unwind-
ing at the Atlantic ‘Tavern here re-
cently after a day of painting houses,
Mike Brandes said a Monroe County
-anti-smoking proposai crosses a line
that should not be crossed.

The proposal, now before the Coun-
ty Legislature, would ban smoking in
gstaurants, bowling alleys and even

I's.

“It's not a great habit to have,” Mr.
Brandes said while smoking a ciga-
rette near the bar's two pool tables.
“I can see having designated areas
and even banning it in restaurants.
But bars? That's going too far.”

Steve Steinhardt, associate counsel
for the State Health Department, con-
curs, saying, “You can't get too much
more restrictive than that.”

Monroe County has a history of
being tough on smoking. The bill now
before the County Legislature would
toughen a 1987 measure that at the

time was among the most restrictive -

in New York.
Respiratory lnfecllons

The current measure is sponsored
by the County Legislature’s president
Arnold J. Eckert, a Republican, and a
Demacratic colleague, William J. Be-
net.

The two legislators decided to act
after the Environmental Protection
Agency declared in January that sec-
ondhand and sidestream smoke was
a carcinogen in the same category
with asbestos and arsenic. The E.P.A,
linked environmental smoke to 3,000

A proposal wtdens
a county’s already
tough tobacco curbs.,

lnng-cancer deaths a year and to as
many as 300,000 cases of respiratory
infections in mfants and children.
Mr. Eckert and Mr. Benet said that
while businesses might want to re-
serve smoking areas for their cus-

. tomers, they should consider the im-

pact that secondhand smoke has on
their nonsmoking employees.

*“I am gratified to see the leader-
ship Monroe County is showing and 1
appreciate your efforts,” the State

Health Commissioner, Dr. Mark R..

Chassin, told Mr. Eckert in an April
16 letter.
Violatton of nghts Seen

Not everyone i 50 appteciative.

The chairman of the Monroe Coun-
ty Conservative Party, Thomas D,
Cook, is working with opponents of
the measure. A group called CAOS —
Citizens Apainst Outlawing Smoking
- lists Mr. Cook’s law office as its
home address.

Mr. Cook said his work on the issue
was separate from the party, which
has not taken a poesition on the issue.
Lawmakers may have more trouble
making the distinction, aware as they

are that Conservative Party endorse- -

ments can mean the difference in a
close County Legislature elections
Eighteen of the 29 county legislators,»
both Republicans and Democratsy
‘ran with Conservative Party support.

Mr. Cook said the legislation wouid .

violate the rights of customers ands

business owners. He said the markef},
should determine if there was a need,
for smoke-free bars, restaurants and-
bowling alleys.

For many bar owmers, the pro-
posed ban is aico an economic issue.-

“We want to stop this ridiculous:
ban,” said Al Hitsch, manager and;
co-owner of the Atlantic Tavern. “it's,
going to kill our business, especially+
small tavern owners. 1 know this+
business. I've been doing this for’
more than 20 years.”

Robert Babcock, who was playing‘
pool at the tavern and works at the*
Genesee Brewery in Rochester, said]
he. was convinced that beer sales-
would be hurt by the ban.

“I1f smokers can’t sit down and.
smoke and have a beer, they won'ts
come into bars,” he said.

Mr. Eckert and Mr. Benet said mi-
tially that they thought they had the -
votes for the measure but now some "
supporters seem (o be wavering.

“I'm taking this case to the peo-

-ple,” Mr. Eckert said. “*Who do yous

want protecting vour health, the to?
bacco interasts of the heaith-care em-’l
perts? Unless the legislators heara
from the great silent majority, the+
special interests wil! win the day.” .
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WA Boeing-Smoking,510 Boeing Banishes Cigarettes

SEATTLE (AP} For most Boeing Co. employees, July 31 will be
* the last day they can smoke inside 2 company building.

Boeing is capping a nine-year anti-smoking effort by banning

smoking in all company-owned and leased buildings by the end of the

Car.
y The policy will take effect Aug. 1 at Boeing's Puget Sound,

Spokane, Wichita, Kan., and Portland, Ore., facililies, where most
of the company's 126,000 employees wark.

Other Boeing sites, including its helicopter plant in
Philadelphia, will announce their smoking bans separately but
before the end of the year, Boeing spokesman Patrick Palmer said.

Larry McKean, Boeing corporate vice president of human
resources, said smoking 1s a health and safety issue for the
aerospace company.

“The recently released evidence of the dangers of secondary
smoke supporis our moving ahead to having all smoke-free work
areas," McKean said in a recent issue of Boeing News, the weekly
company newspaper, :

Palmer said the company took the first step toward banning
smoking in April 1984, when it designated a number of plant areas
as smoke-free. It also removed cigarette vending machines from
company property and started offering free stop-smoking classes for
its workers.

In July 1986, Boeing Computer Services and Boeing Electronics
banned smoking in their buildings. A year later, all company-owned
and leased office buildings were declared smoke-free.

Last year, cafeterias and other eating areas, parking garages
and building entrances were designated as no-smoking. Essentially,
the only inside areas where smoking is now.permitted are specially
designated areas in factories and warchouses. '

General managers of each Boeing work site will determine areas
outside buildings where smokers can light up on breaks. Boeing also
will accommodate customers and special guests who v‘;/ant to smoke,
Palmer said. : :

Palmer said he had no figures on the number of Boeing workers
who smoke, although an employee survey taken in 1984 found 72
percent did not, '

So far, 3,700 people have gone through Boeing's in-house
“*Smokebusters” program to stop smoking, and 43 percent of them
have quit, he said. :

Boeing also will pay as much as $160 toward a commercial
stop-smoking program, if an employee so0 chooses.

Connie Kelliher, spokeswoman for Boeing's largest union,
Machinists' District Lodge 751, said she knew of no real opposition
to the anti-smoking policy. '

“"It hasn't come up at any meetings as an issue," she said. I
think it's because people have known about it for several years."

In fact, two locals within District Lodge 751 have voted to ban
smoking at their meetings, she said.

The American Lung Association says a growing number of
businesses are restricting smoking, not just out of concern for
employees’ health but to reduce insurance premiums and limit
liability from employees asserting they got sick from co-workers'
cigarettes.

In January, the Environmental Protection Agency issued a report
saying that secondhand smoke causes cancer and other lung diseases.
According 10 the Lung Association, 44 states and the District of

Columbia have adopted smoking restrictions.

Copyright (c) 1993 The Associated Press Received by NewsEDGE/LAN: 06/10/93 01:32
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Court Offers Inmates a Way

To Escape Prison Smokers

o

iL
-~ 7 " ByLINDAGREENHOUSE

Epacial to The New York Timés .

WASHINGTON, June 18 — Prison
inmates who can show that exposurs 1o
cigarette smoke_Is & threat (o thelr

iy have a constithtional
not'to be confined with & chain-sm
ﬁe.llmate. the supreme Court ruled to-

) a'hlle the Colirt stopped short of de-

claring a constitutisnal right o &

smoke-free prison, the 7-1o-2 decfsion

offered & noub% genemul interpreta-

tion of the Eighth Amendment's frnhiol‘

I‘:silllion against cruel and unusual pun-
men

L .

In an oplnion by Justice Byron R.)
White, the Court decisive]y rejected an
aygument put forward by the State of
Nevada: that in the context of prison-
ers’ health, the Eighth Amendment

fonuate hg%ug’ 3 Sare and does hot S
adequa A
plﬁn futiure health riska. The Neu&
prisoner ia this casa, Willlam MeKin-
ney, was not mtke mg\t !:a mied ‘g‘l:
siaie prison system rjved
Kgmd in a six-dy-eight-foot cell
with » men who. smoked five ﬁaeh a
day was a threat to his future health,
ustice White said the Eighth
Amendment made no sharp distincilon
between current and future hara. *We
would think that a prison inmate also
could successtully complain about de-
monstrably unsafe drinking water
without walting for an attack of dysan-
tery,” he sald,
Refiecta Changing Attitudes

Based on the Eighth Amendment,
the ruling applies only in the prisom
setting and :;n'l:? direr.;tldbeul-n on

overnment § et In gen-
fm. Nor is the :glnﬁn. written In
Justice White's typlcaliy d
style, B nonamoker’s manifésto.
et the ruling undoubtadly reflects
the Court's awareness of changing $0-
cial attitudes abou! smoking. Justice
--White referred (0 “contemporary
- gtandards of decency,” long an inher-
ent part of the Court’s approach to the
EI} th Amendment.

The Court, which rn!:ﬂl lmy;:rl:ao
'§ cin pur -
m?tls 'am:fff& ¢l pr.e manufactirers
& medical consequences of Smok-
I::;, was aiso aware ¢f a changin

|andscape of state policy. Nevada jtse
has recently adopied a pollcy requiring
maamnﬂ:ley acco:dmoﬁllon :T: hon-

" smoking pritan Inmates. Califarnia has

banned smoking in prisons entirely,
and in recent years many states, as
well a1 the Federal prison system,
have adopted palicies that restrict
smoking to designated areas of:prisons
and fbit wardens from assigning a
mm::hlg lnmnehlo t{le um:l cc:iﬂ as
a smoker ex when impractical.
The two dl?gmeu from today's rul-
were Justices Clarence mas
and Antonin Scalia. Justice-Thomas, in
an opinion that Justice Scalla signed,
offered a reprise of his dlssant in =

rison beating case last year, when he
gbjected to the ma c-ruy%.l’oldlng that
the' Eighth Amendment bars guards
from physically mistreating inmates
even If no medicatly significant injury,
results, . .

Justies Thomas sald that while he
regarded last year's fuling, Hudson v.
McMillian, as expanding the Eighth
Amendment “'beyond ail boundz of his-
tory and precedent,” the declslon today
«= that the amendment also applies to
what Justice Thomas referred to as
“a prisoner's mere risk of INJUry" =
was aqually Gbjectionable,

He said that in hig view, the Eighth
Amendment applied only to a pr
sentence or official punishment snd did
not address prison conditions at all,

Court, took w th in the
Eighth Amendment sres 1 1976, .he

d, when It ruled In Estelle v, Gamble
that the amendment protected prison-
ars nfalrm “*deliberate indifference®
by of %cills to thelr “serious medical

an . »

The decislon today, Helilng v. Me-
KXi ., Upheld & 1893 rulin
United States Court of Appeals for the
Ninth Circuit, in San Francisco. That-
court found that the prisoner, Mr. Mc-+:
Kinney, had made out & sufficlent can-*
stitutionai argument,

by the.

1993

Justice White's decision outlined
what the prisoner, & convicted murder-
er, must now prove in order to win at
trial. Firat, he must show that his fu-
ture health has been placed at an un-
reasonably serious risk. Second, he
must show that this risk ‘it not one
that today's society chooses o toler-

The Constitution
‘may bar locking
‘up.someone with
‘@ chain smoker.

ate" And thirg, he must demonstrate,
that frison officlals were “deliberately
Indifterent 1a his plight.”

In fact, Mr. McKinney is unlikely to
be able to meet these condltions for
victory at tria] because, in addition to
adopting itx new policy requiring rea-
sonable accommodation of nonsmak-
erg among the inmate population, the
State has moved him to another prison,
where he is ne longer housed with a
smoker. Justics White noted that the
new policy “may make It Impassible
for him to prove that he will be exposed
to unreasonable risk."* Mr."McKinney
{iled his lawsuil- in 1988, seeking to be
moved to another cell. ‘

When briefs were filed In the case,
Iast summer, the Bush Administration
a3 well as M states asked the Court to
fule agains: the prisoner. Noting that
“smoking iz widespread in society™
and that “smoking is a habit that is
Geepl‘y rooted in our history and experi-
ence,”” bll.te'J\'dmlnhﬂrag:n sald there
was no basts for ruting that, sure to
s:mn,dmm_gitﬁg_%cou!d even ﬁe& etk
cally violate the

ghth Amendment. -

Smokers® Famlly Loses Sult

GREENVILLE, Miss,, June 1§ (AP)
= A judge's unprecedentsd ruling that
cigarettes are inherently dangerous-
was left moot as jurgrs ruled that 43
ﬁan o‘f nﬂoking. dg not ll‘till a‘ rgaﬂ
o3e family sued the maker of Pa
Mall cigareteds. -

Eléven ol 12 jurors declded Thurs-
day that Anderson Smith Jr., 63, of
Koselusko,” died from a blood clot
braught on by surgery, rather than
from’ emphysema or lung eancer
caused by his smoklr:g.

- A May 1l ruling in the case by Judge
Eugene Bogen of Washington County
Circult Court hdd raised hopes of
smoking apponenuts that this would be
the nation's first cese in which a tobae-
¢o company would have 0 pay dam-
ages to smokers' survivors.

“Cigareites are, as a matter of law,
defeclive and unreasonably dangerous
for human consumption,” he wrote.
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Prison and Nonsmokers:
Yearning to Breathe Free

By RONALD SMOTHERS
Speciai o The New York Tiat

ATLANTA, J 18 — William -
Lynch might have stepped straight Overcoming Skepticlem
Irom a film noir prison scene of the Jamas Gondles, the executive direc-
1940's. A grizzied, toothless convict tor of the American Correctional Asso-
who goes by the nama Pops and gives ciation, said he was skeptical in 1850
bis mge a8 “gixtylsh’” he squints at & when his group recommended no-
visitor through ihe perpetual haze of smoking pelicies for jalls and prisons.
bluish smoke that rises from the ever-  *But it has been ;enﬁrally accepted
present Camel cigarette dangling from where it's been tried,” Mr. Gomdles
his lips. - " ' sald. Friday's Supreme Court ruling,

But these days Pops Lynch and his he predicted, would ‘“‘cause many,
Aicotine heze are becoming cellblocki many more institutions lhroughomthe
anachronisms as correclions officials' nation to, at 8 minimum, designate
push for smokeless prisons and the smoking and nonsmoking areas.
number of risoners falls. - Alvin Bronsteln, director of the

For the Tast six months; any of the American Civil Liberties Union's Na-
503 inmates in need of & smoke here at tional Prizon Project, sald the ruling
the minimum-security Atlanta Prison meant that an inmate would not have to
Camp have had Lo step outside ints one walt until he had “twa black tungs and
of tha caurtyards to indulge theirhabit. cancer' befare sssking protection.
From midnight until 7 A.M,,doors lead-  But he aico predicied that the ruling
"’f 10 the courtyards are locked, and would "create a serious preblem for
all smoking is prohibited, prison officials, who have terrible cob-

“It's an inconvenlence, but not & ditions of overcrowding, lense environ-
problem,” sald Mr. Lynch, who stlll ments, boredom and idleness that they
finds time to smoke five packs g day a3 most work around.”
he serves his five-year semence for| “The ruling needs some refining and

**Becldcs, we have to] fleshing out, Mr. Bronsteln said, “but it
be respectiul of the nonsmokers here.” sends a clear message.”

Court Seunds Smake Alarm Process of Trisl and Erver
©On Friday, the United States Su-' The Siate of Vermont got & head
me Court went one step further. start on the refining process when the
ore than just being owed respect, the Legisiature passed a law three years
Court said, & Nevada prisoner had & ago requiring smaking regulations in
canstitutional right to relief from the, all state agencies. Dennis DeBevee, a
alt arg pased eellmi lFokumnn for the siate’s Department

W of Corrections, said that last July the
ne ruiing caused ba a ripple department enacted o no-smoking poli-
here, where Mr. Lynch a

cther in- &y at all itz prisons, but it had since
mates in the gleaming, bive-and-white ' modilied the policy to allow smoking in,
Dormitory A area said they ha " certain areas at some prisons., .
since come Lo grips with the rights of  The-Atlanta Prison Camp, which sits
nONsMokere. . ] in the shadows of the neo-gothic 2,400-
In many ways their attitude reflects] mruate Atlants Federal Fenilentiary,
what is happening in the world outside, - ’
Fewer Inmales now arrive at the gates
, A8 smokers, said Greg Bogdan, a
spokesman for the Federal Bureau of -
Prisons, and corrections officlals have
become more hezlth consclpus.
An informnal 1991 sutvey by the
ciation of State Corrvect! Adminis-
trators found that 51 percent of state
prisons limited smoking by'inmates in
some way, 29 percent prohiblted ic alto- .
- gether in living units, and 7 percent
were entirely smoke {ree. .

{Other coverage avallable
ypon request)

1993

began with a2 mixed approach when it
began limiting smoking & year ago, '

Terry Wolford, the ¢amp adminis-
trator, said he first surveyed inmates
10 determine how many smokers thare
were. When the results were in, he set
aside two smoking dormitories that
shared ventllation systems; two oth-
ers, with separate ventilation, were sat
as|de for nonsmokers, But he said that
some inmaies had lied on thetr surveys
because they wanted to be placed in
noensmoking quarters with (r) and
were caught breaking the rules,

“We eventually decided about slx
manths age to go nansmoking for all
inside areas and allow smoking outside
only,” Mr. Wolford said, “J still get
complaints, but it seems to be work-
ing.* '

Major Tenslon and Hostllliy®

Rossevelt Head, an inmate serving
three years for embezzlement, said
that one of the reasons it was working
was because even prisons had to cper-
ale on tules and mutual respact, And in
minimum security facilities like the
camp, he gaid, things were flaxible and
3;“’1‘;. enough {or smoking limitations to

(12}

#Even whan we were allowed to’
smoke inside, 1 would ask people if they.

" The smoke is
slowly clearing

from the nation’s
cellblocks.

minded if-1 smoked,” Mr. Head gald as
he surveyed the courtyard full of first
offenders, nonviolent {elons and white-
collar criminals with sentences of 10
years or less. “The majority of the
peaple in here and in the Federal
syslem &re courteous to each other."
But Mr. Head, Who served tima “in-
side the wall” of the maximum securi-
ty penitentiary lor.an earlier crime,
said It would not be practical to elimi.
naie smoking there. A panitentiary pol-
icy adopted in 1850 prohlbits smoking
by inmafes or stalf in most public.
arcas, like corridors, kitchens, class-
rooms and work mreas, But the living

.aroas are designated sither smoking or

nonamoking.
“If you said ‘no smoking’ 1w some
guy who has a 30-year sentence and

knows he is going to have to do 29 of

those under the new tentencing guide.
lines," Mr. Head said, “then you are
golng to have some major lension and

_hostility.”
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E mployers Fume Over New Legmslauon

Barring Discrimination Against Smokers

Legalities of LightingUp .

By Jurspa Woo
Staff Reperter of Tix WALL STREET JOURNAL
Laws forbidding  discrimination

apainst smokers are on the rise—~and some
companies that prefer nonsmoking em-
ployees &re doing & siow burn.

Faced with an antismoking fervor that

stretches from the corporate office to the . :

Oval Office, the tobaceo industry has
turned to state legislatures to protect the
right to smoke. Largely in the past two
years, 28 states and the District of Colum-
hia have made job discrimination against

smokers illegal. And at least two states
have made it a civil right for workers to-
smoke outside the workplace.

The industry’s push is continuving: Leg-
islation to protect smokers from discrimi-
nation is pending in Californiz, Delaware,
Massachusetts, Nebraska and Pennsyiva-
nia, according to the Tobaceo Institute, a
Washington trade association. The laws
don't affect office smoking bans or smoke-
free zones in the workplace. But they bar
companies from refusing to hire smokers
and from firing employees who fail to kiek
-the habit.

The legislation comes in response to '
.policies many companies have adopted in - try.”

recent years agzinst hiring smokers be-
cause of health and safety concerns. In

Washingion state, for instance, about 10% .

of all employers refuse to hire smokers,
according to Smokenders International, a
.Phoenix-based consulting concern that
helps peaple stop smoking. A

proposed
- smokers’ rightslameashingtonwas

defeated earlier this year.

Fines and Compensatory Damages
. Somae of the laws aiso prohibit diserimi-
_nation in compensation and benefits, al-
though higher insurance rates for smokers

generally are allowed. In most of the’

states, companies that violate the laws
face fines and can be sued for compensa-
tory damages, Apparently none of the Jaws
has been testedmmmtbysmokersseek
- ing protection. .
.- A 1991 “smokers' rlg'his" law in New
Jersey forced Fortunoff, a2 retail chain
based in Westbury, N.Y., to dump a policy
prohibiting all employees froim smoking on
‘or off the job. The 10-year-old policy was
adppted after a worker caused g fire by
stnoking in a storercom. Fortunolf stopped
hiring smokers, and anyone caught sneak-

. Although the laws vary )
. fromstate to.state, - ..
- <théy. hardnscr!minaﬂon “
apsinstsmokersin
some of these areas:

 WHiring and firing
. M Promotions ., - .
& Compenszation - - R
g lOccupanonal e
s-rlleansing e i T
MM‘M&. ;;.‘baﬂ,— '1““*3"‘
mgacigarettewas;entmsmokinghcessa
tion programs at company expense. _

~ “There were no real victims of the
nonsmoking policy,” says Viee President
Lauis W, Fortunoff, “People who couldn’t
get a job with us, they got a job at Macy's.
They didn't care. The real purpose of this
legislation is to legitimize tobacco use — it
waspurelyaploybythetobamindus-

.Mr. Fortunoff. says, but-he still resents
having to change the policy. Smokers are

likely to need a cigarette during the work- -

day, he says, addingWhy take
chanees?” '

In New Hampshire andwwnung aw-

makers chose a different tack. They de-
clared smoking outside the workplace
{where legal) a civil right. Although such
measures may sound sweeping, they
aren't likely to actually give smokers any
broader protections than the cther antidis-

crimination laws covering smokers, says
John F. Banzhaf [I1, a George Washington
University law professor and tobaeco-in-
dustry opponent. --

- “‘But it helps the fobacco indusu'y totry
to equate on against smokers
with discrimination against blacks .or
Astans or women, which is ridicutous,”
mﬂ sm

- The Tobacco Institute says it doesn't
support making smoking a civil right. “It's

demeaning to existing civil-rights legisla-

MH»""‘-@M‘M-—‘M LTI

PN Staiax in shaved srass kive laws

- m:—mmcwf_»:cmtm ke

tion to put it on aparwiththa " says
spokesman Bill Wordham.

The industry is 2 major eontributor to
state and nationa! political campaigns.
Because disclosure rules vary from state to
state, and because the industry simulta-
neously lobbies for other legislation be-
sides the smokers' rights laws, it is impos-
sible to tell how much was-spent lobbying’

-+ for the laws.
'l'hemmpanynuwpmhibitsmoking )
" indoors. No fires have been started yei,

“Obviousty, we ivin work to help con-

sumers of our product,” Mr. Wordham

says. “We'd be a pretty strange industry
if we didn't.”
Help From the ACLU

In some states, the tobacco lobby Is

" getting a boost from the American Civil

Liberties Umion, which says ofl-the-job
antismoking policies are a corporate intru-
sion into private lives, The civii-liberties
group helped win laws in eight states,

‘including New York, that broadiy bar

discrimination against employees who use
any lawful product or who engage in lawful
activities in their off howrs. .

. Such laws protect not enly smokers but
alcohol drinkers and devotees of risky
recreational sports, such as motorcycle

- riding. “As long as the behavior doesn’t
- affect job performance, people should be

allowed 0 do it on their own time.” says

Lewis Maltby, director of the ACLU's

workplace-rights office in New York.
.Even in states without antidiscriming-
tion laws that address smoking, smokers
have gained some workplace protection
Please Twm to Page B8, Colupm 3
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Fuming Employers
Deplore Legislation
Protecting Smokers

Continued From Page B!

under the Americans With Disabilities Act
of 1890, The extent of a smoker’s clatmed
disability would depend on the strength of
his or her addietion, says Michae! Lotito,
managing pariner of the San Franciseo
office of Jacksoh, Lewis, Schnitzier &
Krupman, a labor law firm representing
management.

The move to protect smokers’ rights,
however, has had its setbacks. According
to the Tobacco Institute, legisiation in 11
states was deleated this year, including a
bill vetoed in March by Virginia Gov.
Dougtas Wilder. Gov. Wilder, whose state

is one of the nation's biggest tobacco
producers, said he opposed {be measure
because it suggested that smokers deserve

.safeguards identical to those used to fight

race and sex discrimination. Virginia al-
ready has 2 narrower antidiscrimination
law that protects public employees who

-smoke outside the workplace.

Many companies that have adjusted
their no-smoker policies have done 50 only
grudgingly. Chuck Crawford, president of

.Kimball Physics Inc., a Wilton, N.H.,

electronic-optics company, defiantly tight-
ened his company's antismoking rules
when the state made smoking a civil right
in 1981, He believes the state's law contra-
dicts federas health regulations and should
be thrown out. -

Mr. Crawford says he corpo-
rate intrusion into employees’ lives, But he

- worTies that residue from smokers’ clothes
and from their breath coukl contaminate.

rooms at .the company that must be

kept clean for the manufacturing of elec-

- tronic optics. In addition, some employees

‘are allergic {o smoke. “We can smell a

smoker, typicaliy, at a distance of & couple

of feet,” Mr. Crawiford says. “In point of
fact, they stink.™ - - - -

Kimbail Physics'no longer asks poten-

tial employees whether they smoke. But it

has started telling them that they can’t
unds, even in the

smoke On company grO
-parking lot inside their own car. The

smell of smoke would linger on the.
workets' clothes, Mr. Crawiord explains. -
Employees who are exposed to smoke &t
‘home must wash up in company showers -

and put on ¢lean clothes when they arrive
‘at work.

Mr. Crawford, who once paid an em-
ployee $3,000 to stop smoking, says he
doesn’t know of any current workers who
smoke. “I would spend every cent this
company has to attack that industry i I
thought 1t would do any good,” he says.
“We will fight to the death on this.” |

THE NEW YORK TiMes MEDICAL SCIENCE :1uEsDAY. JUNE a 1993
Health Workers Enlisted
in Antismoking Effort

is urging all heaith workers
to quit smaking and, to
spread the mesdage to their patients.

“No doctor shouid ignore the fact
that smoking already kilts three mil-
Hon people each year and that the
figure will continue to graw i nothing
is done,” the United Nations heaith
agency said in a report last week on
World No-Tobacco Day, when the
W.H.O. and many governments en-
courage smokers to guit for at least
one day. This year's theme was the
role of health services, - )

ENEVA, June 7 (AP) — The
World Health Organization

The W.B.0, citing data from the
United States, reported that although

%0 percent of physicians believe help-

ing patients quit ‘'was an important:

part of their job, fewer than half offer
such advice. Only 3 percent of those

surveyed who offered advice thought
their efforts had succeeded. But evi-
dence shows that even a few minutes
of counseling increases the chances a
smoker will quit, the repart sald.

The W.H.O. was particularly criti-
cal of pharmacies in the United
States and Canada, which often sell
cigarettes.

In the United States, the report
said, pharmacies account for an esti-

mated 25 percent of tobacco sales to

v

minors, Many have vending ma-
chines, making illegal purchases
easy. -

y 1
Abont 1.5 million men and 500,000

women in the industrial world die
each year because of smoking. In
developing countries, the znnual toll
is 1 million. That number is expecied

* to increase to 7 million within the next

few decades, according to W.H.0. fig-
ures, ' :
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By MARTIN TOLCHIN
Special 1o The New York Times

WASHINGTON, June 12 — Respond-
ing to complaints and new worries
about the effect of second-hand smoke,
the Clinton Administratien is working
to speed the day when smoking is
banned cn all international flights into
and out of the United States.

Currently, United States airlines al-
low smoking on all international
flights, except to Canada. An interna-
tional agreement adopted by a United
Nations agency urges that smoking be
banned on all flights between countries
by 1996, but it has no enforcement
provisions. So the Administration has
begun trying to negotiate regional or
bilateral agreements that would ban
smoking for passengers and crew
members without potting  United
States airlines at a disadvantage.

About 87 million passengers fly into
or out of the United States annually on
£00,000 flights. About half of the passen-
gers, and the flights, are American.

“We're in the process of negotiating
with various governments,” said Mor-
timer L. Downey, Deputy Secretary of
Transportation. “It seems a sensible
direction to go. Lots of people express
the view that they dan't want to be
captive of someone else’s smoking. The

.confirmed smoker may find himself

discommoded, but the bulk of the peo-
ple will welcome the ban.”

Risks Comparable to Asbestos

A study by the Environmental Pro-
tection Agency last January found that
second-hand cigarette smoke posed as
great a cancer risk as ashestos, arsenic
and benzene, being responsible for
3,000 deaths annually. The study said
second-hand smoke increased chil-
dren's risks of asthma, bronchitis, mid-
die-ear infections and pneumonia.
Smoke also obstructs airlines’ air-fil-
tering systems, hindering the air circu-
lation.

Smoking has been banned on all com-
merecial flights within the United States
since 1990, and the International Civil
Aviation Organization has endorsed a
ban on smoking on international flights
by July 1996. But that United Nations

agency has no enforcement power, re-|

lying only on the pressure of public
opinion, so the Clinton Administration
is hoping to speed the process by revis-
ing its egreements with other nations
directly.

One such agreement is expecied to
be concluded shortly, said Don New-
man, the United States representative
to the international aviation organiza-
tion, It would involve Canada, the Unit-
ed States, Australia and New Zealand,

‘Mr. Newman said, adding, "It looks
" like that's going into effect this year.”

Chris Chiames, & spokesman for the
Alr Transport Association, which rep-
resents the major domestic airlines,
said those companies support the Unit-

- US. Pushes for a S'mol;ing Be‘ih

————— e ——

on Flights Abroad

Get the Chewing Gum Ready - NS

4

Airlines in the United States aliow smokingon & «- \% -

intemational fiights excapt those to Canada.
Smoking is bannad on all domestic flights. Here
are the smoking rules of.some infemational aifines.

Alr Canada bans smoking on all flights, domestic and intemationai.
Alr France bans smuoking on domastic fiights and on intemational

Hlights of lass than two hours.

British Alrways bans smoking on domastic flighis, but allows

smoking on internationa! flights. It
smoke-frea intemational fiights,

plans to start offering some

Cathay Pacific bans smoking on flights between Hong Kong andl

theUnited States,

Japan Alr Lines bans smoking on domestic flights, but allows

smoking on international flights.

Lufthansa Alr Linas allows smoking on all domastic and

international flights.

Qantas bans smoking on domestic flights, but allows smoking on

intamational flights.

Scandinavian Airilnes System bans smoking on flights betwaen
Scandinavian nations but allows smoking on all other flights.

*
Source: Airines, A Transport Aseociation and international Civil Aviation Organization.

Trying to reduce
a health risk
without cutting
airline profits.

ed Nations effort to bring about a
worldwide ban. “But they would not
support an international ban oniy on
U.S. carriers, for competitive rea-
sons,¥ he said.

The United States airlines would,
however, support bilateral and multi-
lateral agreements, Mr. Chiames said,
“as long as they are enforced equally
on foreign and U.S. carriers alike,”

Great for Some Passengers

That would be good news for passen.
gers like Richard Chadwick of Bethes-
da, Md., a mathematician with the Na-
tional Institutes of Health. Two weeks
ago he took a United Airtines flight
from Frankfurt to Dulles Internationai
Alrport here, after his scheduled Delta
Airlines flight was delayed.

~ "Isatin the smoking section because
I ran to get on this plane, and that was

The New York Times

the :mly seat that was left,”” Mr. Chad-
wick said. ““The air was very bad, and I
got sicker as the flight progressed,
beginning with a runny nose, sore
throat and headache.”

Similarly, Lynn Sadofsky of New
York City, a producer with Home Box
Office who took an American Airlines
flight from Sweden to Chicago to Ken-
nedy International Airport in New
York last April, said that she was both-
ered by the smoke even though she was
sitting in a nonsmoking section, “The
next day I woke up with the most
an;;zing headache I ever had,” she
sa

Some flight aitendants would also
welcome the ban. “We have reams of
reports in our files from flight attend-
ants who complained of feeling sick
after smoking fiights,” said Chris Wit-

|t kowski, director of aviation safety {or

the Association of Flight Attendants.

Smoking is much more prevalent in
Europe, Asia and the Middle East than
it is in the United States, and airlines
from these areas have been reluctant
to initiate a smoking ban.

Smake-Free Flights Planned

But British Airways has disclosed
that it plans to start offering smoke-
free international flights between Lon-
don and San Francisco and Los Ange-
les. A spokesman for the airline said

Eont'e)

GPFESTRTP (G

LOWP AS3(SY




Cont'd.}
details of the plan would be announced
Tuesday. .

In 1990, Air Canada banned smoking
an all flights, domestic and internation-
al. Canadian Airlines now allows smok-
ing on some international flights. But
this summer, the Canadian Govern-
ment plans to ban smoking on all Cana-
dian airline flights,

Denis Couture, a spokesman for Air

- Canada, said that initially “there was a
negative impact with smokers, espe-
cially in Germany and France.”” Even-
tually, he said, “we were able to sell
ourselves as some Kind of an environ-
mentally conscious carrier. Air Cana-
da adopted the slogan, ‘A Breath of
~ Fresh Air’ It's given us a very nice
image.” ’
Cathay Pacific airlines, a Hong Kong
partner of Air Canada, has banned
smoking on its flights to the United
States. The airline hands out boxes of
candy cigarettes that have printed on
them, ''Captain’s Warning: Flying
aboard nonsmoking flights may be ad-

thay Pacific travel.” .

In 1988, Northwest Airlines, which
flies to both Canada and Australia,
became the first United States airline
to voluntarily ban smoking on all do-
mestic flights. .

‘Important Health Issue’

“We believe it's an important health
issue,” said Elliot Seiden, the airline’s
vice president and counsel. “In Asia,
it’s an important competitive issue, so
we haven't felt it commercially possi-
ble to impose a unilateral ban on our-
selves, But we would welcome a muiti-
lateral agreement.” .

Thomas Lauria, a spokesman for the
Tobacco Institute, the industry’s trade
group, said the organization had no
‘position on a smoking ban on interna-
tional flights. “Our expertise ends at
the border.” he said. “We're a domes-

dictive, and can lead to increased Ca- * -
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British Airways
Clears Smoke
From Trav_e[

By Jefr Pelline
Chrealcla Stfy Writw
Niggtine patehos in duty fres shops?-
It's possibie, as & ban on &xaking
spreads from restaurants, hotals and even
prisons, to internaticual pirling travel.

vert yosterday, conftrming ft
launch nonsmoking flights from hoth San
Franciseo and Los Angeles to London
starting September 1 on & irial basis.
Although smoking has been banrnsd on
nearly all domestie fiights aines 1090, it s
stifl permitted on most intarnational trips.
“The trial la part of British Alrwaye’
commitmant to research what our passen-
gars really want and need during the 10-to

and Hong Kong indefinitely after & two.
month trial proved succasxful
' British Alrways, the largest interna-
tional carrier, ¥ not uo':‘n creating
smoke-frae afreraft. Cathay Pacitie bams
smoking on fiights between Hong Xong
and the Unitad States, and Alr Canada
bans smoking on all international fights.
Other airlines ltkely will follow suit. An
intarpational agresment adopted by the
United Nations urges that smoking be:
banned on all flights by 1006, But the resl’
impetus will coms from the Clinton ad-
rainistratisn, which & working on a plan
o ban smoking on all intarnational flights
that go into or out of the United States,
-! Bakides the United States, 27 other ns--
. for more than 18 y “Smaoke-fres
flights are healthier and safer for passen-

gers and erew atike®
disesse, in.
thes elderly

and pecpls who .are allergic to tobacco

11-hour flights between the West Const .

and London,” sald Charles Gurassa, the
alrline's general manager for the Amerl
eas.

‘Rritish Alrways is hedging its bets: The
ban enly applios t0 ons of two daily flights
{rom oach Californte eity to Londonxnd s
on & two-month trial bais,

But den't be murpeised § the mmoke.
fres cabin becomes Erittsh
also said Shat i wonld
offer nosmoking flights between London:

tic lobby. Our lobbyists won't be fight-
ing that.”

But he said the organization strongly
opposed the smoking ban on domestic
flights, Speaking of the airlines, he
sald, “They could have remedied any
discomfort with increased and better
ventilation.”

United Airlines, which has flights to
Australia and New Zealand, is review-
ing its pc]icr of allowing smoking on
internationai {lights, said Joseph Hop-
kins, 2 company spokesman. “If the
governments banned smoking on those
flights, we would certainly comply,” he
added.

The Scandinavian Airlines system
abandoned a brief experiment banning
smoking on international flights. “The
survey papers distributed showed that
a majority wanted to retain the possi-
bility to smoke,™ said Nils Flo, a
spokesman for the airline. ‘‘Even the
Danish Queen likes to light up,”

xmoka, cannot travel by alr bacause mmo¥-
tug is allowed, according to Rubin,

raleasad 2 study that showad second-hand
smoke poses As groat & cancer riik as as-
bostos, arsenic and banzens, baing rezpon-
sible for 3,000 deaths annually. -

Some flights attandants also have com-
plained that exposure to tobacto smoks
causes headaches and light-Besdedneas,
They worry it may affect their ability to
think and act rapidly in an smergency.

Smoking also raises the hazards of fire
on sirplaites,

The afriine also risk losing loyat
sengers who smoke, "I‘dmuhumotg:
airiine,” if it banned smoking, Dava Hoyer,
president of Chavron USA Products Co.,

sald yscterday.
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Ban goes up in smoke

candinavian Aijrlines
System (SAS) has been
forced 1o abandon a
s_mokin% ban on its interna-
tional Hights after a two-
month trial, Harvey Elliont
writes.
The company discovered,

“We took surveys regularly
and the response proved very
negative,” an SAS spokesman
said. “Obviously we have to

_listen to our ¢ustoiers and if

they don't like the ban then we
must respond accordingly.”
British Midland, in which

that Nordic smokers and nor> +SAS has a 34.5 per cent stake,

smekers alike objected to the.
ban even more than the sinoke’
drifting from the rear rows .of
the cabin. Enough passengers
switched to rival airlines when
the ban was introduced to
persuade SAS to allow smok-
ing again from the beginning
of this month.

THE DAILY TELEGRAPH

;. introduced a similar ban on atl
“its European flights on March
28 — the same day as SAS.
“As far as we are ¢oncerned,
the ban stays,” a spokesman

.said. *We condueted regular

surveys and have had nothing
but praise. Complaints could
be counted on one hand while

we have received hundreds of
letters of support.”
The smoking issue has af-

. fected airlines around the

world. The Canadian govern-
ment has forced its national
airline to outlaw smoking and
has proposed a workdwide
ban, to come into effect in July |
1996, Australiz has banned :
smoking on internal flights
and in airpori terminals,

Most flights anywhere in
the world lasting less than two
hours are smoke-free and vir-
tually all domestic flights with-
in the United States do not
permit smoking.

THURSDAY, JUNE 3, 1903 * * *

Woman sacked for smoklng wins her appeal

A BDOKMAKER’S cashier
who was sacked for “gross
misconduct’. because she

insisted on smokmg at work |

won a claim for unfair dis-
missal at an industrial tribu-
‘nal yesterday.

But the tribunal did not
accept her claim, backed hy
the- pro-smokers" .organisa-
tion Forest, that Ladbrokes
acted unreasonably in stop-
ping staff from smoking and
should have consulted them
before imposing the ban,

_ Miss Pauline Wright, 35, a
cashier at Ladbrokes' bet-
ting office in Leamington,
warwicks, was sacked in
July 1991 after a district
supervisor turned up unan-

nounced and found her

smoking, the tribunal i m Bir-.

,mmgham was told.

The company stopped its
staff smoking behind the
counters two years ago
although there is no ban on
customers smoking. Employ-
ees who want fo smoke are

allowed to do so only during .

their breaks,

But Miss eréht who had-
worked for the company for

nine years and smokes 30

" cigarettes a day, tolM the tri-

bunal that pressure of work
in the betting office meant
that she never had time for
breaks. .
_ She said she refused to
give up smoking because cig-

By Michas) Smith

.arettes helped her to concen-

trate and to cope with the
stress of the job. She also
said she did not think it was
fair to expect staff to be

" stopped from smoking when

customers weére entitled ‘to
smoke a5 much as they liked.
Ladbrokes said- Miss
Wright was'sacked for gross
misconduct after repeated
requests for her to stop
smaoking had been ignored.

. The tribuna] acknowl.-
edged that Miss Wright was
‘*an -exemplary employee"
and decided that her dis-
missal was “‘procedurally
nnfair’’ A fyrther manth

should have been allowed
befare any action was taken.
-But' it* also said the com-

pany had not acted unreason- -

ably in imposing the ban on
staff without censultation.

Afterwards,  Miss Wright
said: ‘I am very pleased that
I won. | hope it will give
employees elsewhere the
courage (o speak out against
smoking bans.’

“'They should argue for

pruper provision to be made ;
“that its no-SmOk]I%b gpolicy for
t

for those members of staff
who do smoke.," -

Mrs Marjorie Nicholson of
Forest — the Freedom Orga-
nisation for the Right to
Enjoy Smoking Tobacco —

dellghted at what she said
was “a victory for smokers in

-the workplace", ‘
She said: “This is a cléar
- warning to -employers that

they must follow pEODET pro-
cedures if taking disciplinary
action against smokers.

“We hope it will encourage
more people to speak up if

.they are segregated from
workmates or treated badly.

because of their smoking.”
Ladbrokes sald, yesterday

staff would contiue at its
2,000 branches,
The . tribunal was

'adjourned to a date to be

fixed when compensation

said the organisation-was , will be determined.
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Tobacco lobby pushes Ottawa
_to postpone warning labels

Committee drops idea of including nicotine in drug laws

. BY GEOFFREY YORE regulations, and his departure could nounced that the new labels would

Patllamwentary Bureasi open the door for a health minister become mandatory on Sept. 1, but
OTTAWA «In the latest skinnishes Who is more sympathetic to-the-to-  the government is now losking ata
in Canada's fobsoro wars, lobbyists  bacco imdustry. ‘ phased timetable that would delay
for the cigarete industrty have scored  ~ The back-room feuds over the mostwamingsuntilnextyear,
a pair of victoriss against their antis-  Wamning labels and the laws sre “The minister it open & that,”
moking foes. just the latest skirmishes iz one of said Ed Armundell, chief of staff to

The tobacco industry has apps- Ottawa's biggest Jobbying battles: Mr. Bouchard,

rently persuaded the federal govern-  the war between the beleaguered to-  The government has already been
ment to ne its new o e bacco industry and 2 growing num-  forced to extend its deadline for pub-
Egag ber of health groups that have mobl-  lic comments on the propased new
{dea of including nicotme in its drug lized against cigaretts smaking waming labels from 30 dayz to 75

lawa “Ir's a heck of a fight,” ﬁ.u‘ﬂnaa days. A part of the public.comment

#h of these decisions are of ‘Sweanor, & lawyer and strategist at  process, the tobeceo industry has
w%wﬂ»%ﬁﬂn&u E-ﬁ&ﬁﬂuﬂ the Non-Smokers Rights Associa- filed strenuous objections to the re-
gulations, and the government says

mumaunn.h% Bwocﬂn._u:nbn 9«3&-803 > ﬂwﬂﬂuiﬁnﬂnna e .
world, feitu werful wamings b s not easy to put-  “When we get reasonable com.
such as ..m:ﬂuﬂu:ﬂaﬁh kill you® in Eggﬁcgﬁ ments, changing the proposal is what
prominent black-and-white letters, 10 A2 alarming . It's frustrat.  good government is all about,” Mr.

Similariy, theinclusion of nicotine 1 - Amndeletid. e
in Canada's'drug laws would have . tobacco Eﬁnﬂ deny they faat 558389.  industry has claimed
sent & symbolic message that ciga- 5 35 powerfil a8 their eneonics sug- _the proposed regulations are
rees ¢ 8 addictve a0d dasie,  Jo, o1 you look at the repime i caing lyoll n the cigareie pack-
tive as illegal drags such as coczine - everything from taxationto ‘aging indfustry, and it says the jobs
; 2 ban on advertising, T don't think won't be recovered unless there is a

. andhersin, you'd come to the conclusion that delay in the new regulations. Only

After some intense lobbying and 4, 10000 Jobby has besn massi-  large foreign companies could meet
pressuré tactles, the tobacco indusay  ye)y Esﬁpw.cm« caid Rob Patker, the volumes and deadlines required
has succeeded in fending off both of ident of the Canadian Tobacco  for a Sept. 1 introduction of the new
these threats — at least teroporarily. Fanufacraress Council . Tabels, it says,

Thie waming Inbels arestill expected By the industry seems w0 have  “1have to assume there's going to

to become'mandatory, but probably  been successful in fighting a_rear- be & change of some kind,” Mr, Par- .

not until oext year, . guard action against two.of the latest  ker said. “A three-month implefen-
. For the tobacco lobbyists, a delay  thpears from the sntismoking forces,  tation period is fatly impossile. It
in the federal repulations couldbe al-  After letters and telephone calls'to  jostcannotbedone.”

most as good as & tolal . I Conservative MPs this week, Mr. ~ ‘The revisions to the new regula- ©

they can pastpone the waming- Parker persuaded a parliamentary tions might not be completed for ac-
regulations for another two weeks,  committee to shoot down a proposal  other two or thres weeks, Mr, Ama-
they can watch the disappesrance of by health groups to include gicotine  dell said. Thac possibility is causing
one of their biggest encmies, Health  in Canada’s druglaws. headaches for the antismoking lobe
Minister Benolt Bouchard, who is At the same time, the tobacco id-  byists.

expected to leave his in the ggngﬁﬁu«_ﬁaﬁﬁnﬁn . "If the industry manages to delay
first cabinet shuflle anewCon- government that it should postpone - this, and manages to have some in-

. servative leader ischosen next week,  the new dramatic cigarette waming HBuence gver the next minister of

Mr. Bouchard had strong personal  labels for several monthsatleast, health, we're in real trouble,” Mr.
convictions on the need-forcigaretie  Mr. Bouchird originally * an- Sweanorsaid. -
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Groups urge nicotine control

MPs welcome bid to include tobacco under drug laws

BY GEOFFREY YORK
. Fartlamentary Boregn
OTTAWA — Tobacgo couls be con-
trofled under the same laws that pro-
_hibic illegal drugs such as cocaine
and manjuana, a pardiamentary
committee said yesterday.

The comminee, dominated by
Conservative MPs, is sudying a rad-
il Tamposal_ o amend Canada's
drug laws to inelude sicoring == the
addictive agenrintobacea,

The move was su d yester-
day by a coalition of health groups,
and the MPs immediately said it is
worggy otjs«:ucmst conszdmnoré.u

Nicorine, throogh tobacco,
et g combiach,® e

other o
bealth coalition told the parliamen.
tary conunitiee,

“A drug which is considered ro be
ar l2ast as addictive as heroin and co-
caine, and which kills teas of thou-
sands more Canadians each year
than other drugs, must be included in
a_consistent inslé:we framework
for dealing with 2

The proposal would not make to
bacco an illegal subsrance, bur it
would expand the government's
powers to crack down on the tobacco
ndusiny.

The proposal was immediately
welcomed by Tory and Liberal MPs,
who asked the health coalition to
draft an amendment o include nic-
otine in Canada's druglaws,

“We're willing to fook ar it vr.rg
carefully,” said Conservative M
John Reimer, a member of the pacti-
ameantary commiteae,

“If we ceally want to say that we
have problems with drugs in society,
nicotine is the worst one. We're con-
tnuing our agenda of waking ir
more expensive and saying to kads,
‘Don’tuseit” "

Bobbie Spamow, parliamentary
secretary to Health Minister Bendit
Bouchard, said the commitsas will
discuss the proposal next week, *I
feal very strangly that nicotine is 2
gsychoact:’ve substance and it's not

ealthy and very costly to society,”
shesad.

The committae is reviewing Bill C-
85, which would consolidate and
modernize the various laws that pro-
vide penalties for the consumnption
and wafficking of illegal dmps.

Undér its current wording, the bilf
would specifically exempt nicotine
from the drug laws, The Tory MPs,
ax the urging of the Canadian Cancer
Sociely and other groups belonging

to the health coalition, are consid-
ering an to remove this
exemprion,

Mr. Reimer said the proposal
would be “almost revolutionary in
its impact” if it i1 carried to its logieal
¢onclusion, But he said the bill coutd
be amended to conwol nicotine with-
outmaking iran illegal substance.

“I'm you're usimg these
strong wonds,” Mr. Reimer told the
health coalition, *1 can't quarrel
with asinglaone.”

David Sweanor of the Non-Smok-
ers Rights Association said the inclu-
sien of nicotine in the laws
would make it mote difScukt for the
tobacco industry to find loaphales in
existing tabaccolegislation. It would
also permit the faderal cabiner w
pass regulations much fascer in res.
Eonsc I:: 8:&051:::1: caused by 10-

About 40,000 people die from the
effects of cigarette smoking every
year in Canada, the coalition said.
“The inelusion of nicotine in Bifl C-
85 orany other comprehensive drug
lagistation would constitute formal
recognition by the government that
tobacco use s a serious drug problem
that warrants serions measures,”

Rﬁ 05/31 0924 Minlsfer bécks &oﬁthi-s -on treatment for smokers

~ LONDON, May 31, Reuter - A British government minister en Menday backed
doctors’ rights to give raduced priority to unrepentant smokers seeking

free heaith treatmeént.

Junior Health Minister Baroness Cumberiege said the government had no
objections if doctors refused to treat pafients who ighored advice to stop

smoking.

"We really do feel that it is up to, clniclans to exercise their
clinical judgment,” she told British Broadcasting Corperation (BBC) radio.
*If they feel that people they are treating are less likely to recover
than ether people on the waiting list (for health service treatment), then
that must be a judgment for them,” she added.
L ast week dectors in hospitals in Manchester and Leicester in central
Engiand sald they refused to do non-urgent heart bypass surgery on heavy

smokers.
REUTER PAR CD
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Doctors’ refusal to operate on

smokers sparks d

Amociated Press RO
LONDON — Daoctors at two hospit-
als have set off an ethical debate in
refusing to perform non-urgent heart
bypass surgery on patients who
smoke. ot

*We're not penalizing smokers

.and not discriminating, The fact of

the matter is the benefits they might
get from having coronary bypass sur.
gery are negated by the fact they con-

tinue to smoke,* said Dr. Christo- .

pher Ward, a cardiclogist at Wythen-
shawe Hospital in Manchester. .- -
People who continue smioking af-

ter hearv-bypass surgery-are at Jeast- - -

50 per cent more likely to suffer from
a heart attack, stroke or chest pain
within 10 years of surgety compared
o - nongmokers, said Dr. Ward.
Somedoctonheiievenon—smo_kets.
'whodobetwra&umrgery.kshoind
priority compared to smokers..
sc_tDr. Ward believes smokers who
suffer from heart disease live longes
if ihey are treated with drugs instead -

of bypase surgeg,am'eorynot'com.

firmed by statistical studies. .

- Other doctors agreed that smokers
do not fare ad well as non-smokers,
but opposed denying treatment or
giving priority to non-smokers.

"My view s that once we accept
an absolute bar to surgery for smok-
ers, we .. . may well be on the slipp-
ery slope to withholding treatment
far the unmotivated and unfit,” Dr.
Matthew Shiss, a general practitioner
in Birmingham, wrote in the British
Medical Journal.

Forest, an organization support-

. ported by tob

ing smokers® rights and partly sup-
ampanies, con-
tends that’non-smokers may some-

- day be denied health care for lifestyle

choites, It pointed to homosexuals
suffering from. AIDS, alcoholics
with liver discase, and athletes in-
juredincompetition.

. The decision not to treat smokers
is nct new but the issue catapulted
into ‘he press recently after a televi-

* sion debate between two doctors.

-toon of a doctor
- patiéat: “You've terribly old and de-

- Their arguments were published in

the British Medical Journal, spurring

-a serizs of articles and rejoinders.

The Spectator, a conservative
weclly magazine, published a car.
telling 2 wrinkled

creph, probably the result of your
lifestsle, so I'm not treating you. "

The British Medical Association
and the Department of Health both
said decisions about trsztment
should be left i the doctor.

"Cliniclans have always had to
maake difticult judgments for setting
clinical priorities, Smoking is just
one of @ number of factors, such-as

" age, weight and family history which

they would consider upon determin-
ing clinical outcomes for a patient,”
said Baroness Cumberlege, 2 min-

ebate

jster atthe Department of Health,

Dr. Ward and .other doctors say
they do consider etha:rd risbk:, su»:I-lx?J as
hypertension, age, obesity. But
smoking sparks the fiercest fights.

1 wouldn’t do non-urgent bypass
suigery on dangerously obese pa-
tients nor on patients with gertain
diseases,” such as some forms of dia-:
betes, said Dr. John Bailey, a sur-

‘geon at Groby Road Hospital ini-

Leicester, who opposes non-urgent
surgery for smokers. But he said “fat-.
ness and old age don't make hype
with the tobacco companies.”

“Without substantial increases in’
resources, additional pressure will be
put on the already growing waiting:
lists for coronary ,* Dr. Bai

ley said in & letter published in the’

British MedicalJournal.

.. .When the operation was fairly.
‘new, about 20 yecars ago, surgeons
‘offered bypass surgery only to thase

who scemied the best candidates. .

Smokers were exciuded. With expe-

rience, doctors have been more will

ing to operate on smokers and other

high-risk patients.

PM-U.S.A. Morning Newsbriefs; 06/01/93

(c) Copyright 1993 INFORMATION, INC.

This service may be.reproduced for internal distribution.

"Philippines Launches Campaign Against Smoking"
Reuters (05/30/93) :

Manila--Thousands of non-smokers walked through Manila Sunday

to begin a government-supported campaign against smoking.

Philippine Health Secretary Juan Flavier told participants that he had
- created an order forbidding smoking in all state hospitals following a
survey that revealed 67 percent of male doctors and 36 percent of
.female doctors smoked. He added that 50 percent of the nation's 63

million people are smokers, and that one Filipino feli victim to lung

cancer every 12 minutas last year.
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Japan no longer -
.smoker’s haven

Movement against tobacco growing

ASSOCIATED PRESE

TOKYO — Yukinobu Watanabe stood on the placorm,
inside painted lines designated “Smoking Ares," having a
few last pufis before the train acrived to tike him home,

“Jt's gotten tougher at the office,” he saitl. “Even at
home, I have Lo be carefu] about amoking.” ‘

Wautanube is one of 33 million Japanese sinokers, for
whom offices and public spaces are nolonger fak game. Itis
finally hecoming yuds in this heavy-smoling country to
light up whenever and wherever you want.

Barfier this year, East Japan Railway declared 406
slations ~ ingloding all major terminals in Tokyo — off
Linits except for marked-off smoking comers.

“1t's the way the world is gning,” said Kenji Kawasaki.a

ilway spokesman. “It’s gotten a good review from mostaf
our customeara.”

According to state-owned Japan Tobwcoo Inc., 04
percent of men and 133 percent of wom=n smoke.

SAN FRANCISCO EXAMIRER
AND CHRONICLE

-which ¢collects $8,5 billion in tobacco taxes sach

MAY 3 0 1093 :

JUN 13 1993

Although it has declined, the figure still is higher than the
one-guareer of Americans with the habit, *

“Japanese are the crariest paople,” said Bungiku -
Walanzhe, haad of the Tohaceo Problems Information
Ceoter. “They have this mistaken idea that making
provisions for smokers is a nice thing to do.”

Among Watanabe's numercus villains are sirlines that
allow smoking in moal seats, ieievision stations that
Dot cigawtio comimercials and the Finance Minlatry,
yaar,

He and other antiamoking activiats accuse the ministry

“of blocking tougher action hocauss it would reduce bax

revenucs and the profits of Japan Tobaces, the only
Japanese maker of sigareties.

Thicty years after the US. murpgeon general declared
smoking harmiful to health, the ministry maintains the iink

" has not been cxtablished,

“There: sre a lot of risky things, like liquor, so you have
to wonder abont the people who single out tobacen,” said
Saishi Higo, director of the ministry’s tobacco olfice.

Higo pulled 2 pack of cigarattes from his desk drawer

-and said its mild admonition — “Let's be careful about
. smoking 100 much” — shows the Finance Ministry and

Japan Tobsesn care about health.

Same think smoking may not be so bad; the Japanese
tend o live longer than pesple in other countries ~ an
averape 82,1 years for women and 78.]1 for men.

But doctors say smoking contribuytes to Japan's two
leading causes of death: cancer and heart disease.

STF6CT3T02

Singapore limits smoking by its youth

Lov s pi e
anyone h\g::nldadmththammalfu-
lJIldEl' age 18 &Om wor of all government campaigns.
. . . . “ovn,_ KY in the beginning of the
lighting up in public  end¥ il an advectoement in the
Etrmits Timss newspaper. “Do
B’, Ajoy Sen yourself & fevor. Stop ing.”
GAPO e Eeoads wors wuptsad
—_ B Y% y wone
mﬁmﬂhgmm when I left Garry becauss of his
. untll Monday to stub out theircig-  $moking, Than again, they weren’t
arettos. tha ones kissing him.”
— A television commercial shows

The Singapore .guvummunt, of 1 making un
%l groups of young paop 4
Crlicmng Of 18 o9 yrolory or shunning the, as

this year banning youths under the i
agnor 18 fromemoking inpublie. Tt " S0meone lighis v,
takes effect Monday. Jy finad for such infractions as

" The deadline, after which yoliig— chewing gum, littering or forgetting_

to fhuh poblie toilets, seemto bs  “Tt 1s indesd alerming that
taking the clampdown on young amoking zates anmg younger Sin-
smokers in strids. But somé sce guporans bave increased signifi-
pewr challanges in ik eantly,” said Health Minkster Yeo
“Laws alone are not.enough to _ Cheow Tong.
cutb the habit among youngstees. Yoo said ths smoking rate
In fact, it is a problem that cannot  among mmales aged 18-19 jumped
be eradleated completely,” SK. from 10 percent in 1987 to 28 pes-
Chakravarti wrotein avecentletier cent in 1892, and for those agsd

to the Biraits Times. 20-39 was up from 28 percent to 39
“Puiting pressure on children percent. . :
below the age of 13 to siop thera More than &) percent of Singa-

from smoling may even be risky. pore's 2.7 milion peopls mre al--

Becatss of ihe defiant natuze of ready non-smokers = thanks 1o &

children at-that ape, some muy 20-year anti-smoking drive, heavy

smoke £o show courage to their taxes on cigareites and ciher re-

friends and make & statemanit of atrictions.

being anti-estabiishment.” Currently smoking iy prohibited
But such sentiments have never  in air-conditioned restaurants, do-

who can be heavi-__ done muxch o deter Singepore gov- partment storsa, anoaker parlors,

ernment plannars once they spot & bowling alleys, theaters, taxis, bus-
trend thay believe to be harmful. . es and hospitals. 7
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Low-tar cigarettes not seen
lowering heart risk

RTf 06/10 1900

LONDON, June 11, Reuter -~ Smoking low=tar cigarettes
does not reduce a person’s risk of heart attacks, a report
published on Friday said.

Eva Negr| of the institute of Pharmacological Research in
Miian studied 2,000 peopie in 80 hospltals across Italy in
1988 and 198%. In & report published In the British
Medical Journal, she said studies clearly showed that
smokers have moere heart attacks than non-smokers.

*Patients with acute myocardial infarction (heart
attacks) were more cften smokers and ameng smokers they
tended to smoke more cigarettes,” the report said.

The patients were questioned about their smoking habits
and about what kind of cigarettes they smoked. Cigarettes
were put Into four categories according to tar content —-
befow 10mg, 10 to 15 mg, 15 to 20mg or over 20 mg.

Negri said the risk of heart attacks did not increase
noticeably with an increase in tar content.

"Shifting to lewer-yield cigarettes is not an effective
means of reducing tobacco-related merbidity (death) from
myocardial infarction (heart attacks)," the report
concluded.

Other studies have found that switching to low-tar
brands could help smokers avoid cancer.:

REUTER

RTt 05/28 1007 Netheriands to ban high-tar cigarettes next yesr

AMSTERDAM, May 28, Reuter - High=tar cigarettes will be banned In the
Netheriands from next year and some lower tar brands will be outlawed in
1998, the health ministry said. . .

Clgarette brands contalning ever 15 mitligrams of tar will be taken off
the market following an EC directive which comes into effect on January 1,

1994, Brands centaining 12 milligrams or more will be banned from 1998.

"It Is going to happen from 1994 onwards," said spokesman Jan van
Diepen. "More than 15 milligrams wi!l be forbidden from next year."

Cigarettes manufactured before January 1, 1994 can be sold for up to a
year from that date but any new cigarettes will have to comply with the
directive. ‘

Rolling tobacco wili be unaffected by the directive because of the
probiem In calculating the amount of tar contained in self-rolied
cigarettes.

A spokesman for the Clgarette Industry Foundation sald consumers and
suppliers were both moving towards low=tar cigarettes and manufacturers
would adjust the composition of brands according to the legislation.

REUTER
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Morning Newsbriefs; 06/01/93

{c} Copyright 1993 INFORMATION, INC.
This service may be reproduced for internal distribution.

"Sweden Clamps Down on Smoking"
Reuters (05/28/93)

Stockholm--On Friday, the Swedish pariiament voted to ban
tobacco advertising, as well as smoking in schools and hospitals.
The Riksdag voted 188 to 84 in favor of the bans, but did not
impose age restrictions on cigarette purchases. The Swedish
tobacco industry criticized the ban, arguing that it would favor the
foreign brands advertised in imported foreign publications. "it

will help international tobacco companies market their products
at our cost,” said Bo Aulin, a Swedish Tobacco company director.
Finland and Norway have similar bans. The Dutch government
said it will ban high-tar cigarettes in 1994, and some lower tar
brands in 1998, The Netheriands is mplementmg the ban to meet
a European Community directive.

two years ago.

health ministers.

by Britain, Germany, Denmark, Greece and the Dutch.
The Commission proposals would ban all advertising

tebacco firms' loges almost everywhere.

later in the year on the need for EC countries to set the
for reducing smoking.

from 45 pet to 30," he said, adding the target was to ¢
adults smoklng te 20 pct by 2005.

Similar targets In the rest of the Community wouid
attack smoking, he said. But Flynn said the move could
alternative to an advertising ban

REUTER

RTt 05/27 1137 EC chlef vows to tight on for tobacco advert ban

BRUSSELS, May 27, Reuter - The European Commission vowed to keep
pushing for a ban en tobacco advertising In the European Community although
there has been total deadiock on the Issue since it flrst raised the idea

*The proposal for a ban still stands..and it will centinue teo,”
European Commissioner Padraig Flynn said after the ban was discussed by EC

Flynn sald nothing changed at the meeting and the plan was still jammed

Seven EC health ministers meetings failed to break deadiock
Britain suggested a different tactic in the war against tobacco. Brian
Mawhinney, 8 Junior health minister, said Britain wouid produce a paper

“in the last 18 years the percentage of (Britons) smoking has decreased

THE WALL STREET JOURNAL
THURSDAY, JUNE 3, 1993 _
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. The Swiss parllament rejecied further
¥estrictions_on_advertising of_glcohalic
beverages and tobacco products, already
barted on television, The govemment pro-
posals would have prohibited such ads
from movie screens, billboards and youth .
magazines but allowed them in other mag-
azines and newspapers. Parliament also
rejected & petition signed by 114,000 people
demanding a ban without exceptions. But
s only 100,000 signatures are needed fo

orce 4 referendum, the inttiative will ba

1t to Swiss voters, Opponents said curhs
would put Swiss companies at a disadvan-
tage to foreign competitars.
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Tobacco foes decry genoc1de of

a people

Groups cite poll on ads aimed at Aslan-Amencans.

& patterns, said ot & newn

e’ mfmltﬂwanrhnllotdln
A statewide coalition of sntl-to- Millbrae,

bacco groups Friduy accused the  She and other speskers also

“the genocide  chastised the tobacco industry

to a new for Itz aggressive marketing in

that Astan-Amer- Asian countriea to make up for

have 17 ties  sagding tobmoco sales In the Unit-

billhoards than edscuu,mfopemmmm

%:ﬁlplﬁlﬂ

BY KEN MCLAUGHLIN
Moreury News tulf Wi

& people,
survey showing
jean
m
'm'l'ﬁ by the Undvensity eonﬂ:mntnpoison

survey by
thern ‘Califorpla

of Southern School of Pacifics hre
Medicine also shows a greater stop st lnﬂlm the
concentration of cigarette sdver- mulfaet said Reyes, co-
tising In Asisn-American neigh- mmaanuptmm
borhovds than in black.and His- health agency in Los Angeles
ssid Bach- *“Clesrly, what is here
dlle Reyes," a apokeswomsn for hﬂwmddeofapeoph.’ :
Tobsc-.  Efforts o reach tobacco indus-

network rep-

in the US,, they County.

wmmm
nia thet have joined to fight thé
tobacco lobby with educational
programs and anti-smoking ad-
vertising campaigne targeted st
Astan-Americans,

Between December and Much,
USC researchers counted 0.87 to-

bacco billboards per mile com: .

pared to 0.05 per mile in white
neighborhoods in Los Angeles
, And the proportion of ail
billboards devoted to tobacco
products In Asisn-American
neighborhoods was 17.5 percent
compared to 2.2 percent in whits,
4.9 percent In Hispanic arid 7.8
pereent in Africzn-American

Speakers st Friday's news con-
ference slso criticized research
that often falsely shows that

Francisco- .
mmmmulmredﬂnm resents more than 100 commmuni- smoking among Asjar-Americans
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. normal — and that Asian potite- WHO SMOXES
Bess often makes I hard to tall | L, L yrriruied to Cattomia
others not to smoke, - - from Eest Asia &% fu more ey =
_But Anh Le, tobeceo educatlon | 0 Loy o s st ;.
éoordinator at the Vietnamese poputation, Loar !

' the H&nﬂmuc{? A
Project at : Laotisn males N
fornis, San Francisco, sald many R 72
. Vistnamene tell him males -
they plan to quit before their first —c""m"'nﬁ ’
Is born — an indication that ‘
the American i atth Visinamass malsa
e Nmr::. 10-year-oid Kmmmdum
Wendy [ |
Vietnamese-American from B 22%
Sun Francisco, belleves Asian- Chinsss maies
American children should do T 2=
their ﬁ‘.’f’uﬁ“ parents who Alnduts -
Wendy said she would prefer | SHERZ0%
that her parents’ friends not mm«-mwm%
mmoke when they visit her home. ] At e e .
But, she said, “They're, like, MERCURY DV,
gmwn-npl. You can't controf -
| “¢}” Mercury Center - -
INSTRUCTIONS O PAGE 24
Mluqmeimluihm
¥ daring arnaking ben ieeue. #7704

SAN FRANCISCO EXAMIHER

AND c‘uunql‘i‘

JUanm

Black market cigarettes $200
a pack at smoke-free L.A. jail

LOSANGELES—A:mo
ban in Los Angeles County jails
bas created & pricey black market,
for cignretias and triggered a rash

.of firings of employess for selling

ths eontraband to mmtu. offi-
cialy paid

Apackdchnﬂamfetchup
o $200, and a carton ax much as
$2,000.

Smoking was banned in the
22,000-inmats systam in Septem-
ber 1851,

The Sheriff's Deparimant is
now losing about one employee &
month for alleged wolations-of a
policy that prohibits selling eiga-
rel:tutoinmnu. said Cmdr. Rob-

ort Pash of tha Gultady Division.

At least 15 employess, includin
three deputies with no record o%
u:imn diseiplmary problemu, have

“(Inmt«) ars putting money
in your face — here's $100, hare's ;
$200, here’s $500. Whan you put
the temptation there, someiimes
you fuat fall for it,” said Ray Price,
2 cook and union ateward at the
downtown Men's Central Jail,

Price said is too severe &
panalty for what maybe a one-time
offense by an employse who is fae-
ing monﬁ:yn.pmbhms and constant

Fivs or aix of the fired employ-
oss appaalad to the county Civil
Bervies Comminsion, Pash said.

NS Only one appeal has bean aceepted.

Selling cigareties to nmates is

% considered fratarnization. -

o Inmtnmunhmgaretmintn'
jadls by hiding packs mmdobody

cavitiss, Pash said.

Soma inmates operats “stores”
“by purchasing eignrattas at $50 a-
pukmduullmgthemformm

$100, according to tastimony in
Civil Service Commiasion docu-
ments. a0 -

ing or by using money'

itad by friends or family in their

accounta with the jail cashier, Pagh
said. '

An unexpectsd result of ihe high'

cost of cigarettes is that inmatea

- are using fewer druge, Pash tanid,

After buying cigarettes, they hnve
0o money left.
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ATLANTA CORITITUTION

Bill could shuff

‘tobacco sponsors
‘on court, at track

Pro would devastare
CAR, women’s terunis

By Jim King
STAFF WITER

The bonds between Winston cigarettes -
ang NASCAR, and Virginia Slims and wom-
en’s tennis, have such long histories and are
80 ctrong, it seems neayly impoasible that
anything conld separate them.

Nonetheless, Democritic congressmen
%mmmwmwwlimiu
[ )

The Niinois and Okizhoma lawmakers
have introduced legisiation that would pro-
hibit panies from gponsoring
sporting eventa ar sven buying signage at
gporto vanuod. And given the :oucul push o
ban amoking in public places—including the
White House — and the movement toward
massive haalth care reform, thay insist the

T hill a of passing.

“Bach year, the tobacco industry Ioses
more than a half million of its bast customers
- that either die or quit,” said Durbin, who
sponsored the law that banned smoking on
comamareia] airlines. *In order to repleaich
their ranks, they've got to turn to kids, and
they have been very succsaaful. When we
mmm:wm:uhmdw,ﬂley
wont tothe next most visibie thing to getkids
== gparting avents.

*These are major companies that den't
spand money carelessly. They know that in
orderhgethdsﬂmylwvewbeafﬂliaud
with sporting events.

The bilt also nroposes the tobacco indus-
bereguhmdbytha Food and Dru
W , it would require addi-

th warnings and prokibit fres sam-

. plas and dizscounts. It has yet to be assipned

to a committes, and Durbin sald. hoarings

probably wouldn't pe held until late this
YR,

CSANLOTTE l.mmu
Former Winston Cup champion Bill
Elliott has ridden murnemum generated
by cigaretta :dverﬁm

Pmdialbly.ithblckedbyamalldonof
groups like the Amarican Heart Association
and tha American Lung Asgociation. And,
just as pradictably, it's opposed by both tha
tobacco and sports industries.

*1 would hope my congresswoman has *
hewﬂ:lnlntndnﬂim spend time on this,”

said NASCAR spokesman Chip Williamg. “If
we pass a law that says you can't buy a sign
and put the name of your legal product on it, !
well, I say we've got some problems.”

{Cont'q.}
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But if the bill pagses, the impact on auto
racing and women's tennis could be nothing
short of devastating, NASCAR has been affil-

jated with synbids, the manufacturer
of Winston mga%r s, sihce 1971, Virginia

Slims,; manufactured by Philip Morris, has
“boc & major sponsor of the Women's Tennis
Association for more than 20 years,

Combined, they spend tens of millious of
dollars on the sporis.

“Obviousty, we oppose this. It's absurd,”
said Bill Wordham, & spokesman for the To-
bacco Institute, a trade association. “Cleary
[sporting events] arc & very impartant purt
of the industry’s adveitising and promotion-
al budget. But nat only is it important to the
industry, but to millions and millions of
sports fans as well .

“The dollars that are apent don't just pro-

The procedure

The tabacco bill introduced by Reps. Dick
Durbin and Mika Synar has to clasr sevaral hur=
dias before becoming law:

P Tha bill wil ba assigned o 1 committoe of
the Housa of Representatives, which will hald

hasriege. :
P The committes will-then “mark up® the

» ¥ the president signs i, the bill than be-

mote a product, but. [they] sponsor major
avents as well. It would impaet participants
and fans aliks.” , ,

While Kraft is the bigpest sponsor of the
Women's Lenma Association, tho cireuit al-
most has become synonymous with Virginia
Slims. While controversy about that relation-
ship hae existad for ysars, WTA officials 32y
tkey're comfortable with it and would oppose
the lepistation.

"They obviously have research that
shows of our audience are amok-
erg,” soid Gerry Smith, the WTA’s executive
director. “But they've naver targoted any of
gur players and don't ask them to endorse
theifl pmr?::ct or amoking. :

. thay're just targeting people who
are amokera and over 21 years oid, and I
don't have any problems with that.*

a L

WEDNESDAY. JUNE'8. 1993 when the major leagues hold their
b NESDAY;. JUNE 8, 1993 - All-Star onJuly 13,
el «&5' “Day after day during baseball
. T season, children watch their base-
=22 THE RECORD ball idols play ball and, in many

" HEeaLTH -

WASHINGTON — Five health; . Buersaround the country.”

and, i i passas the committas, will - the' American Academy of Otolar-
be gent to the full House: - . yngology — the zﬁ]:(?:megiiw
e e Bk - o - cine pertaining to di IS 0!
prl “a slmﬂlrl o :':;:n' :-x All-Stars urged to forgo m egrt;randnone. :I%tub:leco-
P ) = & WOl sgengda
> Wik pusas the Seata i sma v ¥ | Y0BaCGO AUFING GAMO  * powrkul messego to Littlo Lea-

comes law. for 10 days whils, groups, two congressmen, and - .
Cnnrl:w [ Elm:\: b a:v‘vﬁaly Ehi]adelpl?i:%‘hﬂlies pie::her Terry
bacomas bw. K Congrest ks not in session, Mutholland called Tuesday for
however, the bill diag in what ls callad 8 pocks ballpiayers to go tobacco-free
atveto. ‘
oo
L=t
s
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ADVERTISING /By LavraBird

I cases, spit tobacco,” said D, Jer-.
" ome Goldstein, vice president of /

Seattle Turns Down Smokes
The Seattle Times will no longer carry
ads for tobacco products, citing campaigns
that appea! to young people and mount-
ing evidence that it's a health hazard.
_The paper's president, H. Mason Size-
more, said that one ad in particular broke
the camel's back, so to speak — though it
wasn't for RIR Nabisco Holdings' Camel

cigarettes, whose mascot Joe Camel has a
high recognition among the country’'s
youth and is widely reviled by antismoking
activists,

**Joe Camel was not the ad that pushed
us over,” Mr. Sizemore said. "It was a
Mariboro ad. And the message geared at
young people was, this IS a healthy life-
style, even though that clearly is not the
ease.”” Mariboro's maker, Philip Morris,

couldn't be reached, but the company has
denied it targets youth with its ads.

The moave will cost the Times about
$100,000 this year, Mr. Sizemore said,
adding that the figure has been declining
in recent years. The Times said that it
will honor existing contracts and that it's
negotiating to obtain cigarette-free edi-
tions of syndicated publications, such as
the magazine Parade.
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Smoke turns to fire in Asia
as the cigarette market soars

By RICHARD READ
Hawheviz News Service

FIAMEN, China-The first joint-venture cigarette fac-
tory in China pumps out 2.5 billion smokes per year.

That’s enough to give U.S. partner R.J. Reynolds To-
bacco Inc. a toehold in the country that preduces and con-
sumes more cigarettes than any other nation,

‘That's also enough, U.S. health offieiale say, to cause
the eventual deaths of 75,000 Chinese per year.

As fewer Americans smoke, U.S. tobacco companles
are venturing abroad, targeting Asia as the mega-market of
the century. Anti-smoking activists are scrambling to block
the export drive, which is supported by U.S. povernment

L

“The giobal tobacee epidemic is
not being beaten. It's simply being
transferred from Western
countries to third-world
countries.’

—Dr. Judith Mackay,
director, Asion Consullancy
on Tobaeeo Control

trade officials. “Asia s where the battlefield is now,” says
Dr. Judith Mackay, directer in Hong Kong of the Asfan Con-
mlt%ncy on Tobacco Control “We're at the center of the
wat here,"

Western governments and health organizations have

mounted massive edueation campaigns at home during re.
cent decades to warn of the dangers of smoking. Tobaceo
use has declined dramatically in the Unlted States, Britain
and other countries,

But in Asia, cigaretts sales are saaring. More than hall
of Asian men smoke; about § percent of the women indulge.
Clever adverlising targets women and children, as increas-

.. . .o . : B [T mnm;«m
Four men enjoy a smoke oulside & shop In Xiamen, China. CigareHe fales are siumping in the West, but are

ing aMuence makes smoking more affordable. Already the
number of smokers it China exceeds the total population of
the United States. One-third of the world's cigarettes are
consumed in China. Tebaeco firms hope to boost China's
smoking rate well beyond the current 35 percent as the
market economy expands.

“We'd like to double our production this year," says
Zhou Bhing-teh, public relstions manager and economist at
ﬁ Xiamen Joint venture, the China American Cigareite Co,

'The factory, which opened in 1988, uses the most ad-
vanced production equipment in China to make Camels
and Winstons. Its most popular brand is Golden Bridge,
which sports & logo of the Golden Gate Bridge.

U5, Centers for Diseass Control sclentists note that
the plant produces enotigh cigarettes to provide more than
300,000 smokers with & pack per day. Smoking st that rate
caould be expected eventually to cause 75,000 deaths yearly,
the scientists say.

‘Tabacco executives argue that the industry supplies
more than 20 pereent of government revenue in Asia, and
employs 8¢ million workers. They defand U.S. government

“threats of trade sanctions In order to open Far East mar-

ketsto American clgarettes, saying that il foreign products
deserve equal saccess,

‘The Untted States has no business imposing its health
resttictions on other countries, the 'US. Cigarette Export
Assaciation says. But anti-smoking groups counter the eco-
nomic argument, finding Asian governments more respon-
sive o cost analyses than health concerns. Income from elg-
arefts tax revenue, Mackay says, is wiped out by costs of
medical care, lost productlvity, elgaretts-caused fires and
agricultural land withdrawn for tobzego eullivation.

“Tabacco is & debit,” Mackay says. She cites a Chinese
Academy of Praventive Medicine study that estimates
China's smoking-related health.costs in 1939 were 45 hi-
lion—about the same amount eatned from tobacco taxes.
Mackay, 8 British doctor who has lived in Hong Kong for 26
years, says that she used to freet many patients sulfering
from tobacco-related diseases, She 1efl her practice in 1984
to work full time on the antl-smoking eause, and has trav-

eled throughout Asia advising governments and activist
aps.
“The globa! tobaceo epidemic is not being beaten,”

soaring in Asia where half the men smoke

-~

Mackay says. “It's simply being transferred from Western
countries to third-world eountries.” Three million people
die each year worldwide due to smoking, iheluding a half
million in less-developed natlons, Mackay notes. By 2025,
the annual death toll will increase to 10 milkion, ot of which
T million will be in Third World countries,

“Two million alone will be in China,” says Mackay, who
isfunded in part by the American Cancer Society.

Asia's most developed natlon, Japan, has the highest
smoking rate of major advanced ¢ountries. More than 60
percent of Japanese men smoke, according to a government
report released this month. Only 13 percent of women in
Japan smoke, but the number of young wamen smokers'is

g.

Tobaceo sales hit an abl-time high in 1991, as the num-
ber of cigarettes smoked per year increased more than 10
limes over the preceding 12 years. Foreign brands are mak-
ing new inreads.

More Japnnese are aware of the heglth effects of smok-

‘Ing, however, Airlines are banning smoking during flights,

and more restaurants offer no-smoking sections.

Antl-smoking acivists, doctors and government
heslth officials gre gathering Sunday for a three-day meet-
ing in Omiya, Japan. The third Asla-Pacific Conference on
Tohacco and Health will consider recent medical studies
and Jegislation conceming tobaceo in the region.

Anl-smoking activists emphasize the growing num-
bers of Asian children who smoke,

The China Comerelsl News reported a recant smok-
ing endurance contest emong six teenagers in rural Shang-
qiu county, Henan province, Village elders declared one of
the youths, identified as Zhu, the winner after he pulfed for
three sitaight hours.

“Zhu was overjoyed by his suceess * the May 0 newspa-
per reported, “but suddenly feit dizzy and dropped to the
ground dead”

yecrIerde

COMP A9E)



| CLEVELKD PLAN DEALER |
Cincinnati finds smoking bad
for citizens, good for coffers

City’s pension fund holdings include tobacco interests

By BILL SLOAT
PLAIN DEALER REPOATER

CINCINRAT}
Because those old eoffin nails are
so demonie, annoying and addictive,
the health-conscious folks who gov-
ern Cincinnati have exarcised smok-
fron Riverfront Stadium and
other autdoor structuras where more
than 200 citizens might gather. ;
The new city law, which declares
pssive smoke “a human lung car-
cinogen” and “public nuisance,”
joins previous edicts that have al-
ready restricted smoking in pubiic
buildings and crea separate
smokers' seating areas for restau.’
tants and halls, )
But the city's crackdown on fo-

- bacep isn't as socially conscious as it

seems.
For when it comes to Wall Stréat,

where the city’s pension find in-
vests, Cincinnati continues to seek a

Iﬁunky Strike from the Marlboro

an. .
Records show the city has a finan-,

 cial stake inag least 21 brands of cig..

“more -shares of tobacco company |

- stocks than befare City Council ruled

‘clared: a health- hazard
.upped. its stake o 152,900 shares in
‘the three companies, which also

- argttes, including Marlboro, Winston,

Virgihia Slims.’ Benson & Hedges,
Camet, Solem, More, Pall Mall and
Lucky Strike, along with genents
ang less popular labels. .
Cincinnatt now owns about 28%

in March that passive smoke in out-
door sottings was detrimental to pub-
lic health,

According to city records, Cigcin-
nati’s pension fund owned 120,300
shares of tobacco company stocks
while the smokinf ban was being de-
batedd. Those holdings were worth
sbout $7.2 million. _

The city- had 85.800 shares of

illip_Morris Co.: 27:300 shares of -

inge Comp.s -and

7,410 shares of American Brands Inc..

But afterpassive smoke was de-
, -Cincinnati

v

" . financial interests outside of tabacen.

It had 18,200 shares of American
Brands, 66,000 of RJR Nabisco and

.68.700 of Phillip Morris.

Tho-portfoli was worth’ $4.2. mil-

,.ii.on. & devline due largely to the drop

in value of Phillip Marris, which re.
duced prices on Marlboro.cigarettes
to bogst market share. Wall Streetre-
sponded by battering the stock.

. :iaxes on

Antismoking advocate  Ahron
Laichtman, who lobbied for the ci
Ty, Counall of Rypocsisy for all

i sy for allow-
i typem;‘mn funds to be invested in
o eomgmie:. He said Cincin-
nati wag profiting from products that
have been dsemed a carcinogen by

 citylaw,. .

“There's an ethical and moral is-
sue here: Should the ity t from
a product that causes and
disability?” Leichtman said. “What
they are profiting from is the disease,
disability, death angd human pain and
suffering.” .

Laiochtman said he was shocked
that the city owned tobacco stocks.
*1t's rank hypoerisy.™ he satd, )

] dorr't think there’s an inherent
conflit in that” said Councilman
Tadd Portuns, who was o key sup~
porter of the stadium smoking ban
that takes effsct Jun. 1, 1884, “But
there are some good questions about
the investments, -

“Are we sending conflicting mes-
gagek ot 9 miunicipality?” Portuna

wondered. “On the other hand, are

we hurting our investments by tak-
ing’ that action to ban smoking at
Riverfronl?” .. - .
hTOT} Chema, executlve dirélctnr of,
the Cateway sports complex in
Cleveland, said there are no%lam ta

. ban smoking at the new ballpark.

“We're hard-pressed o take the'

lead in banning smoking when a
2 ?ub:ht:qﬁa! part of the money (to pay
. Iar

i) comes from people who
Chema said, noting that
tobacco are to
million for the néw park

smoke,

sraige $83 m

and adjacent areny.

ha!’ortum;i-said Cinqil;lﬁaﬂ does glot
wve a policy oo socially responsible

invesﬁnpgo — a bréad ipneepgf that

forces publie pension funds to invest

in companies that do not harm either

-the environment or people. =

However, Clncinnati does have an '

LE

PAY 3 1383

cedinance, adopted dusing the 1

¢ largely bans the pension fun
ﬂﬂ‘:mm:ayg gtocks in firms that op-
crate in South Africa,
“We're not E:‘mg on the attack
lgnins'g the to i
Portune said. “We're trying
gcfé"' ard the health of individu-
als. We l &veir:;t come up with
e investing.
b n:t‘:ilwnman Ngll Surber, whe
votod agiainst the outdoor ban, was a
ployee for 30 years and can

A

‘retirement benefits. She said

it's not hypoeriticial for Cincinnatito,

attack smoking as unhealthy while
reaping profits from cigarette man-
clurers. ’
uf?‘Most of those tobacep companies
have diversified,” she said. “We have
to make the best investments for our
pension fund that we can. We try 10
invest in companies that pay
dividends. As long as we don't invest
in something that's immoral, iNegal
i we're not on bad
und.”

Surber, who doesn't smolde, said
she feels sorry for those addicted to
cigarettes, “I don't know that we're

10 cigaretin fits, but I

Knw the board (pension fund trust-
::ls_w're 1o keep that fund
l:?imnce Director John L. Ane
gaid the pension fund doesn't

take into account the product a com-

gﬁy it hires professional ‘money
managers who lock for profits. |

“If everyane wat told what to do
and where to invest, you wouldn't
have u true demoeracy. The fund's
goul is to maximize its rate of return
and diversify its rigk. It's not set up
to be socially responsible.”

ceo companies di-

makes when it buys stock. He -
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“Convenience Stores See Strong Response to Marlboro'
Promotion"
1993 Dow Jones and Company, inc. (Willis, Gerrl) {5/28/93)

New York-~ With signs promoting a reduction in Mariboro prices and
-a holiday weekend under way, convenience-store retailers and their
suppliers say the elements are in place for smokers to respond fo
the 40-cent-a-pack discount. As reportad, the promotion ignited a
price war among cigarette brands when Phillip Morris Cos.
announced the reduction early last month. Since that time, industry
experts have been monitoring signs to determine how successiul the
promotion will be in winning back market share for the company's
most important brand. Initial indications are upbeat, says Ted
Varner, president of Richmond, ind.-based Convenience Stfores
Distributing Co., a distributor serving 1,400 convenience stores in .
eight midwestermn and southern states. "Virtually every one of our
accounts has been buying the Mariboro brands that are being
promoted with this 40-cent discount,” he said. "The dispiays are
being hit well. The consumers are picking them up. I'd say it's going
to be a good promotion.” Meanwhile, Ron Frost, a spokesman for
the grocery wholesaler, Fleming Cos. (FLM), said the company has
had strong response to the promotion in midwestemn states, and
even some product shortages. Rich Flask, Southland Corp.'s
(SLCMC) category manager, sald it may be oo early to tell how
consumers will respond, although he says their expectations appear
to be high. "We're waiting to see what the impact might be," he said.
Southland, the Dallas-based operator of 7-Eleven stores, is one of
the many convenience store operators that industry watchers are
keeping an eye on as the promotion gets rolling. Philip Morris has
said-convenience stores have increased their share of cigarette
sales dramatically to a 33% share of the market. Other types of
stores also are poised to do well. Catiettsburg Tobacco Shop based
in Catlettsburg, Ky., sells cigarettes, soda and potato chips at a tiny
drive-through store near the Ohio border. Manager Robert Simpson
says consumers are switching to Marboro when buying cigarettes
and that sales of the brand have picked up this week over last. The
store selis more than 2,000 cartons of cigarettes a week, often to
Ohioans looking to escape higher state tobacco taxes.
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Advert1sing |suarsio

E'.Agmther tobacco company is trying to entice

. égi_lokers with offerings of merchandise.

RE millions of smokars too busy
o smoke? They may weil be,

‘W W as another big cigarette brand
joins a lengthening list offering cloth-
ifdg and ather merchandise as entice-
ments to get them 1o clip, save, sort
and send in proofs of purchase from
P ginning Tuesday, the R, J. R

€R ¥, - J. Reyn-
olds Tobacco Company will introduce
“Winston Weekends,” an elaborate
national promotional program for its

.best-selling Winston cigarette line,

-the -country's No.2 smoke behind

~Philip Morris’s Marlboro. The pro-

‘gram's centerpiece is a 24-page cal-
endar-cim-catalogue, offering 48
merchandise items and 7 sweep-
stakes to smokers werf 2} who clip
“tWerth a Winsjon” proof-of-purchase

_Seal% from packs of Winston and Win-

~ston. Select.

* , The program Is the sixth offered
smokers as part of the 1obacco com-
panigs’ mwost extensive and expensive
efforts ever to shore up sagging sales

+ of their full-price brands. Those pre-

mivm products have been.under re-
lentless fire from cheaper brands like
“Shieid and G.P.C., which can cost as
mmuch as §1.50 a pack less.
* Y L ]

= 'The promotlonal programs sre in-
tenged to complement shert-term
prics rolibacks &t retail outlets that
have become widespread since
*Maribore Friday,” April 2, when
Philip Morris discloséd drastic tem-

~porary discounts to counter the surg-

.ing sales of lawer-priced brands.
e motions add value to the

. pro
-~gmokers’ choice of a full-price
. “brand,’ said Peggy Carter, & spokes-

wqman for Reynolds in Winston-Sa-
leri, N.C.
“Most adult smokers feel they're

' getting A superior product when they
" purchase a full-price brand,” she add-

-«ed. ““These programs reinforcs that.”
* - The “Winston Weekends™ program
ig similar to one that Reynolds has
béent Tunning since October 1991 for
its'Camel line, offering smokers gear
lik€ sandals, T-shirts and caps in ex-
change for “Camel Cash” cou?n';:s
bearing the incongruous image of the
. JoerCamel] cartooh character drassed

. tp resemble George Washington on a

dolldr bill
. The Camel program, nOw on ils

. thirgd catalogue, “'has been enormous-

1y popular,” Ms. Carter said, and
effective in persuading Maribaro
smokers te switch to Camels. She
declined to discuss spending on the
-Winston and Camel programs, but
‘estimates range from §1¢ million 10
520 million.

Marlbaro, forits patt, is sponsoring
the largest promotion in its history, a
“Marlbore  Adventure Team™ pro-
gram that offers merchandise like
watches, lighters and sleeping bags
and a chance to win an 11<day West-
ern wilderness trip. Philip Morris is
estimated to be spending more than
$200 miliion 10 distribute “Adventure
Team" gear catalogues and redeem
“Adventure Team Miles*” - Univer-
sal Product Code seals from package
sides.

Participation is *‘mare than we had
expected,” said Shefla Banks-McKen-
ﬁeﬁa sp‘l:’kﬁsnwoman lotx‘-] l:ltunilip Morris : K 3. Reymakds

ew York Orders te 1! - ”
millign, she adaed, ond Hom sy The “Winston Weekends” calen-
100,000 orders a week are pouring in. dar/catalogue offers itemns in ex-

A Philip Morris survey indicates change for proofs of purchase

that of the nation's approximately 55 from Winston packs,
million adult smokers, 46 percent are
aware of the ““Adventure Team" pro-
‘motion, she continued, and'le';fieremt
are coliecting the U.P.C. That
would mean a staggering 9.35 million
Americans are participating. .
The Winston promotion willbeon a
smaller scale than Mariboro's, with
the calendar/catalogues distributed
primarily at stores rather than via
costly magarine inserts. Ms. Carter -
said that adverticemnents for the pro-
motion would run in the Juné aml
July issues of publications like Cos- .
mopolitan, Hat Rod, Parade, Pent-
house, People and Sports Hlustrated.

The promotion wgs created as a
.special project by Long, Haymes &
Carr in Winston-Salem, a Reynolds
agency that handles the company's
“value” cigarettes like Doral and
Magna and jis sports marketing pro-
motions. '

The “Winston Weekends™” theme
was developed from & campaigh by
FCB/Leber Katz Pariners in New
York, carrying the slogan “That's
worth a Winston,” that appears in
advertising a1 retail outlets.

In addition w0 Winston, Camel and
Marlboro, smokers nationally are be-
ing urged to collect proofs of pur-
chase from three other brands, all
marketed by Philip Morris: Benson &
Hedges, Parliament and Virginia
Slims. The promotions share a com-
man element — Smokers are re-
quired 1o puff like demons to coliect
enough proofs of purchase for the
{anciest merchandise.

“winston Weekends,” for instance,
offers & leather jacket for 980 Win-
stan seals, which would require smok-
ing 19,600 cigarettes.
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Philip Morris Cos. ’
Extends Price Cuts’
On Marlboro Line

By EBEN SHAPIEO .
Staff Reporter of THE WaLt ETREET JOURNAL

NEW YORK - Philip Merris Cos. ex-
tended by six weeks the aggressive price-
cutting program for its Marlbore ciga:
rettes — esseptidlly doubling the length of
time in which the No. 1 brand is selling at
a discount of 40 cents a pack.

Retailers and wholesalers report brisk
sates of Mariboros sinee the promotion
started Iate last morith. But some tobacey
experts believe that smokers — and re-
tailers — are simply stocking up on ¢iga-
rettes to take advantage of the tempo-.
rary price cut, rather than funda.menta.lly
boosting Marlboro business.

*Marlboro is cannibaiizing its future,”
said Gary'Black, an analyst with Sanford
C. Bernstein & Co. -

ADVERTISING AGE, JUNE 7, 1993

Guarded by ‘Mariboro Police’ -

The promotion, which has decorated
the nation’s convenience stores and fo-
baeeo shops with new Mariboro sale signs,.
is proving to be a logistical nightmare for
Philip Morris. The company was forced to-
hire 2,500 temporary workers, dubbed the
*Maribore Police” in the tobacco trade, to
make sure that retailers pass on the price:
cuts to consumers rather than pocket me.
rebates from Philip Morris.

Rob Heuberman, general manager of
Starkman Distributors in Allantic City,

N.J., said that Philip Morris is using the
price cuts to build huge inventories at-
retail stores and in smokers’ glove com-.
partments. In the past, cigarette compa-.
nies inftated sales by loading up wholesale
distributors, rather than the retail chan-
nel, in a practice known as “trade load-.
ing.” Now, “What we are really looking at
is a new approach to loading,” Mr. Heu
berman said. 7 .
But the rampant discounting is simply:
training consumers to buy whatever brand .
is on sale, rather than cementing affection
for Marlboro, Mr. Heuberman said. “Once
the promotion is gone, interest in the

product disappears,”’ he added, “The ciga-
rette manufacturers are in an unbelievabie
state of denpjal if they think there is
anythmgtheycandotostopthemwew
low-price cigarettes,”

RJR Nabisco to Respond -

While the tobacto companies have been
attempting to raise prices on cheaper.
cigarettes, Philip Morris's latest move,
extending the Marlboro discounts until
Aug. B, is a reminder that the price war
is raging unabated at the upper end of the
market, The company’s biggest rival, RIR-
Nabiseo Holdings Corp., matched the ear-
lier move and said it will respond fo the
latest Philip Morris announcement.

Tobacco experts said the extension of-
Mariboro’s 20% discount will make it even
more difficult for Philip Morris to raise.
prices back up again. "I don’t think it will
ever expire,” David Goldman, an analyst
with Oppenheimer & Co., said of the
Mariboro prometion. “You haven’t seen
the last of it, or the worst of it."” He
predicted that by the end of the year,
cigarette companies will be forced to slash
prices by an additional 20 cents a pack.

PM feeds the pricing fire

Mariboro promo extended to August; RJR likely to follow suit

By Ira Teinowitz

Philip Morris is extending the cigarette wars by more
than a month in an indication the marketer thinks iis
Marlboro pricing strategy is starting to work.

The eompany told distributors last week that discounts

of 40¢ to 50¢ per pack, scheduled to run through month-
end, will now continue through Aug. 8.

“We are doing this due to the early positive indications
of consumer acceptance,” said Ni-

markets said Marlboro smokers seem to be stocking up at
the lower prices.

“We have seen an increase,” said a large Texas whole-
saler who like other wholesalers and grocers contacted
requested anonymity. *“We have sold quite & bit of Marl-
boro produets, but I think we are puiling up sales from
later in the summer.”

A buyer for a Minnesota-based chain said that while
his stores have asked for twice the Marlboro shipments of
this time a year ago, sales of other

cholas M. Rolli, director of financial
communications.

R.J. Reynolds Tobacco Co. officials
were considering their response and
were expected to anmounce this week
extensions of the company's 40¢-per-
pack and $4-per-carton discounts on
Winston and a variety of localized pro-
motions for Camel that were to cease

\larlburu
Wlnston

brands haven't been affected.

Buyers in three other markets said
they haven't seen any impeact on other
brands’ sales.

The Marlboro promotional pregram
via Leo Burnett USA, Chicago, is de-
signed to boost flagging market share
-and also includes increasing promo-
tion of the Marlboro Adventure Team.

at monthend.

“As we even said [before], we will respond appropriate-
ly to protect our brands,” a spokeswoman said. Origi-
nally, the Winston program was to cover only cigarettes
shipped for June distribution. But RJR confirmed the
company decided to offer retailers on-pack buy-down
coupons to cover inventory on hand.

Philip Morris’ decision to extend its offer comes amid

early reports that Marlboro sales are up but not at the
expense of other brands.
Grocery buyers and tobacco dxstnhutors in several

The RJR price-cutting response
could be one reason Marlboro rivals don't seem to be
hurting yet. The Winston promotion began closer to June
1, and RJR said it was too early to judge its effects.

The marketer last week also launched a “Winston
Weekends” continuity program. FCB/Leber Katz Part-
ners, New York, is Winston's agency; the “*Winston Week-
ends” program is being handled by Long, Haymes & Carr,
Winston-Salem, N.C.

Distributors said last week that so far other rivals have
not responded with price promotions. [J
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Philip Morris <MO.N> says
extends Marlboro plan

‘RTf 06711 1657

NEW YORK, June 11, Reuter - Philip Morris Cos Inc said it is
extending untli early August its price promotions and discounts
retated to its flagship Marlboro cigarette brand.

Director of communications Victor Han said the decision was
made because of “early positive indications ef consumer
acceptance. We also wanted te have more time to evaluate
consumer response to the current price gap,” between premium
brands such as Marlbero and lower-priced discount brands.

RJR Nabisco Holdings ¢<RN.N> spokeswoman Maura Payne sald,
flt's a fair assumption that the pecpie here are analyzing and
formulating a response, which may be no response,”

On April 2 Philip Merris snnounced it would be making such
promotions for its cigarettes and later set a plan for Marlboro
to run from late May until [ate June.

When Maribore s priced at the right ievel, Marlboro's share
wiil grow. We're still Finding out what that price is,” Han said.

Separately RJR said beginning July 1 it will offer a buy two-

for-one promotion to launch & newly repackaged Winston Select '

cigarette product, with new biends and advertising.

And on August 2 the company wili launch similar promotions
for four new Winston select lights styles.

Both Winston Select promotions wiit last for an undecided
length of time. "We're just going to have to wait and see where
the market is at that point,” Payne sald.

The twe-for-one pramaotions wili exclude current discount
deals this month previously announced for RJR's Winston and
Came! cigarettes. Winstons are currently discounted $4 off per
carton, with Camel prices cut at varying levels depending on
the market, Payne said.

Philip Morris's Marlboro's promotional discounts are aiso
mixed nationwide, through a combination of couponing and up=
front discounts, Han noted.

REUTER

DENVER-ROCKY MOUNTAIN NEWS

- JUN 12 1083

Cigaretie promo extended
Philio Morris Cos. Ine. safd Pri-
day it is extending until early
August its price promotions and
;entmtsmfﬁmmmd

e brand, esman
{he decision was made because
of “‘ezrly poeitive indications of
consumer acceptance. We also
wantad to have more ime to
evaluate consumer response to
the current price gap” between
premium brands sich as Marl
horoand lower-priced discount

hrands, Separataly, g% Nabisco
Holdings Corp. said it era.
ginning July 1 to launch a newly
repackaged Winston Select ciga-
rette product, with new blends
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‘Reynolds Fires Up
Cigaret Price War

Associatad Press

Winston-Salem, N.C,

B.J. _Revnolds Tohzeeo Co.
tossed a new salvo to the bud-

ding cigaret price war yosterday
by announeing some new varled
fcs of its Winston Seiect brand
and starting a two-for-one price
promotion

The moves, taking place next
month, are part of an effort by
Reynolds to grab sales from Philip
Morrls 2nd its popular Marlbere
brlai:d. & Reynolds spokeswoman
n

mﬂm‘l&m the peies of
Marlboros by poveral weeks
ago, prompling other ¢lgaret com.
panies to reconfigura thefr prices
with discounts and promotions.

Winston Select was originally
introduced to xppekl to Marlboro
smokers. Now, Reynolds Is ntro-
ducing four new “light” varletics
of the Winston Select brand: king
slze 30t pack and bax, 100s soit
pack, and slim 1005 box.

The new varieties will be avail-
ahle starting August 2.

“Maorlhoro is clearly oyr target
in the Winston Salect family,” said
the R.J. Reynolds spokeswoman,

Philip Morris cut the price of
Marlboros in a responss to declin-
ing market ghare dus to the popu-
larity of cheaper, generlc brands
of siokes,

Payne said the Winston chang-
were in the warks befors the
Maribors price ent.

Thechanges ware based in part
on tonsumer surveys conducted
earlier thix yesr. Part of the ro-
aponses dealt with packaging.

“Consumers were talling us
they weren't aure what Winston
Sclect was, We wanted to draw &
tlear distinetion between the Win-
ston famlly and Winston Select.”
Payne said.

To make the distinetion, lhe.

full flavor brands have been ges
ckapged to play up the word “Se-
ect” with & blue rectangla under
peath the word. The word “Light”
will appear in the biue rectangly
for those brands,

*I think thera was some ¢ontu-
sloo o some degree,” Payne sld.
“Peaple couldn’t draw a distine-
tion batween the base family and
the select styles” .

The price cut haz a simple pur-
pote, she said,

“The buyone, get one fres is
gimply to ponerate trial. Thera are
400 styles on the markat, To gener.
ate any interest and grab attan.
tion, buy-one, get-one free i the
most commonly used vehicle In
the fndustry,” she sald.

The Matlboro price cut may ac
wally benafit Reynolds, che taid.

“1 think the interest that has
been generated by amokers be-
cause of all the pricing changes
‘will play to our favor because peo.
pie who walk into atores are less
likely to ask for the same brand.”
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Marlboro price promo
- smoking RJR’s Winston

Effects of Marlboro

Cigarette shares from four Midwest and

promotion

Southem markets.
Woek Wask

By Ira Teinowitz

Early market share figures indicate that if R.J.

Reynolds Tobacco Co. does.not respond adequately _

to Philip Morris USA's Marlboro price promotion, it
could be in trouble.

In four major markets where Marlboro was being
price promoted but Winston wasn’t yet, Winston saw
unit sgles in the first week of June drop 45.7%, while
Marlboro sales rose 26.2%.

.i-ﬁ_ Change “That’s why they have to respond,” said Manny
30.3% . +5.1 Goldman, an analyst with PaineWebber. “The differ-
4.5% —42 ence is too great, and the conclusion is RJR has to re-
3.9% —0.1 spond.” )

L Co The data from 330 supermarkeis in the South and
80.8% +0.7 Midwest come from Efficient Market Services, a
- " Deerfield, Ill., scanner data research company
........................... 4.8% 4.8% — created by former Nielsen Marketing Research and
e 2w 23% -05 klnformation Riesources Ine. executives. Efficient Mar-
et Services claims it gathers and processes scanner
Total mid-peics....... 14.5% 133% - -0 data quicker than some of its rivals and last week
provided a week-by~-week tracking of share changes

4.5% +0.1 at supermarkets May 10 through June 8.
0.2%. —_ Philip Morris dropped Marlboro prices by 40¢ to
5.3% - 50¢ a pack in the promotion that began as early as

May 23 and is scheduled to end in August. RJR’s own
40¢ discount on Winston was supposed to start in
{Continued on Page 51)

{Cont'a)

(Continued from Page 3}
June in the four markets but
hadn’t as of the study period. RJR
also has a variety of locahzed
Camel promotions. .

The numbers show Marlbaro’ s
overall sales rose 26.2% for the
week ended June 6, compared
with the week ended May 16, be-
fore the promotion began. Its unit
share jumped 5.1 points to 30.3%.

Sales of individual Marlboro

packs rose 5,6%, giving the brand An RIR official said the com- )
a 32.1% share, up 2 percentage | pany's own numbers show no de- o=

points. But carton sales took off, | cline of any significance, and a =
with volume up an amazing 41.7% | Philip Morris official said that "’i“’
and share of carton sales at 29.3%, | while numbers are up, the mar- o
up 6.9 points. (The share was even’ | keter has not seen increases in the fut.
higher the week ended May 30, | range shown by the Efficiert AL
reaching 32.4% of carton sales.) " | Market Services survey. O &
’ Y

i &

o o

Winston, meanrwhile, saw over-
all sales plummet 45.7% in the
same period, with its share down
4.2 points to 4.5%. Sales of indi-
vidual packs dropped 18.5% and
Winston's share of pack sales
dropped 2.6 points to 5.4%. Car-
ton sales dropped 51.6% and share
fell 5 points to 4.1%.

Surprisingly, midprice brands,
whieh Philip Morris seemed to tar-
get in its price cutting, saw vir-
tually no change in overall sales,
though sales of Philip Mormis' Cam-
bridge fell 15.1%. Generics saw a
4.5% increase in overall sales.

COMP AS3(S)
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Will ‘Temporary’ Discounts On Cigarettes Endure?
Changing Smoking Patterns Hmder Eﬂ'arts T 0 Pratect Htgh—Margm Brands

By Masilyn Mnch
In New York

Tobacco companies long will re-
member “Marlboro Friday” as the day
their conventional marketing strategies
went up in smoke.

On that day, Philip Morris” Cos.
disclosed that earnings from its U.S.
tobacco  business would plunge as
mwuch as 40% this year in the face of
fierce price competition.

r i

¥ Marketing

In making the April 2 annonnce-
ment, management of the New York-
based Philip Morris USA tobacco unit
admitted that discount rivals have bean
encroaching wpon its premium brands,
especially its coveled Marlboro, lhe
world’s leading cigacstic,

Mariboro's share of the domestic o
miarket has slipped from a peak. of
26.3% in 1989 to 22.2% currently, sa;,i .

analysts,

Domestic unit volume of off
cigarettes surged 20% last year to 153
billion pisces, according to a repott by
Terry Bivens, an apalyst with New
York’s Argus Research Corp. Volume
for full~primd brands slid 74% to
353.8 billion pieces,

Discount brands now hold a sm.ting

39% share of the U.S. cigarette market

Philip Morris Chairman and Chiel
Executive -Michael A. Mllw said re-!
cently. i

toric low levels, these very low-priced
cigarettcs offered a compelling value
for the money to an increasing number,
of smokers,” he explained.

Cigarette marketets traditionally
tapped into consumers’ quest for status
to build brand loyaity. Their message
was that smokers made a very personal
statement when they pulled out a
particular brand.

But the mix of smokers i3 now
skewed toward less educated, lower-
income consumers, who are more
price-sensitive and less image-con-
scious than other groups, experts say.

Of Prices

Low-priced contenders have thrived
in such an environment because what
they lack in quality, image ard taste,
they make up for in price, contends
John Lister, chief executive of New
York marketing consultant Lister But-
let Inc.

Discount brapds are priced at va-
rious levels. Philip Morris, in addition
to its premium brands, makes branded
discount cigarettes, such as Cambridge;
deep discount brands like Basic; and
private-labe] brands,

The price differentizl betwean the

Where There s Smoke

sty prices, sales *

Clgarene m

B

Price Per Pack At Retail

$2.00
1.80
1.60
140
120
1.00

e

A S

P e

Full Price Unpromoted
Fuill Price Promoted
| ——— Lowast F‘nce

Top-Selling Brands

. Market

“With consumer. wnﬁdeme at lu:m‘ full-margin brands has grown over the

years. As of April, some brands sold
for as-low as 99 cents a pack, while
athers weat for as much as $3.10.
."In response to this ever-widening
spread, Philip Mormis reduced the price
of Marlboro cigarettes about 40 cents
per pack to about $2 in 3 temporary
promotion.
Winston Price Cat

,RIR Nabisco Holdings Corp.’s RJ.
Reynolds Tobacco Co. matched the 40-
cent cut on its Winston brand, and it is
offeting special prics promotions on
Camcls in certain markets.

Philip Morris also said it would
forgo further price increasss on pre-
mojum brands for the foresceable future.

InMay, it raised the price on its dezp
discount brands by $2 per 1,000 pieces.

! The price hattls heated op early this”
"imonth when Philip Morris manape-

ment extended its Marlboro promotion
by more than four weeks to carly
August.

j/“There have been carly positive
mdlcauons of consumer acceplance to
the program, such'as favarablé tetiil
scll-through, (that sugpest we are
meching) our intention of making
Marlboro more competitive,” a com-

|' S L .Share  Share
company, . Brend C1em2 189t
| Faikip Monfs "< Marberg” -5.6% 244% 2958%
A Nabisco . - Winston - 58 . 75§
{ RJR Nablsco ™~ -7 Baleim - -7 T 69 54
t‘ Lentlard " . Hewporl NA 47
;R Nahlscu : Bural o 4.4 4.6
! "'own&wmhmsnn Kool . CNA 45
i AJRNabises 7 Gamel 206 42§ 44 38
; ’hllip Mormis ~ Bonson & Hedues 156 54 31 32
I “hllip Morris Mrit CUE153 a8 30 34
poETo vrls ) 'eru‘uw T 133 -7F s 2
ook ;-. rmJI-E:‘.rp . b iy
i N A -
i industry’s deep discount brands and fts' * pany spakesman said.

The exiension, of” the. pmmouou.
however, indicates the pricing battle is
aceelerating.

Critics charge that industry Teaders
have been their owm worst enemics.

“The major cigareits makers got too
greedy by demanding too high a price
spread betweer the upper-tier and
lower-price brands,"” said Jeffrey Omo-
hundro, an apalyst with Louisville,
;(y -based JJB. Hilliard, W[ Lyons

ne.

The big question is whethr.r the
industry’s discounts arc temporary.

“I am skeptical whether these com-
panies will be able to raisz prices as
they had in the past,”- Omohundro

said.
_ Further Cuts Specalated
Some analysts say premium-brand
prices conld drop another 20 cants a
pack before the pricing battle ends.
Some experts say industry leaders
sowed the secds for their current

predicament through their longtime

pricing practices. They then com-
pounded the problem by developing
their ‘owil "low-priced brands, thus

cannibafizing their markets, these ob-

' SETVETS'Say.

For years, cigarettz makers raised

. ‘Hamson Tobacco Corp,, to enter the

-discount brands, up from 36.1% the

‘spokeswoman.

. prices at rates higher than ml'lauon,
without noticeably improving product
quality. In the process, industry leaders
created a marke! vacoum, prompting
smaller players like BA.T. Industries
PLCs Louisvilleshased Brown & Wil

fold with brands priced at haif the price
ofpreuuum brands.
Majar's Discosmt Brands

As the smaiter company’s products
prospered, the major players developed
their own discount brands.

In 1992, 50.8% of RJR’s domestic
tobacco dellar volume camc from

prior year.

Since thess brands are much less
profitable than premium brands, the
tobacco giants are determined to keep
grawing the preminm end.

Gross profit on Philip Morzis® Marl-
boro, for example, is about 51 a pack,
compared with 25 cents for discount
brands, figures Hilliard Lyons’ Ome--
bundro, -

“We're committed to narrowing the-
price gap to make Marlboro and other-
premitm  braods more  affordable
through our promotional efforts, and
in doing whatever is necessary to
maintain- our share in the premium °
segment,” said Elfen Merlo, a company -

The company’s strategy is to regain
momentum by adding value to the -

trademark and to create  strong °
relationships with consumers through::
loyalty programs like the Marlhoro -
Adventuce Team, a contest that offers
trips and Wesiem gear in exchange for -
proof of Marlboro purchase.

The company markets its discount -
brands with much less fanfare. Price is -
the most significant aspect of the
positioning, '

Anather Approack

Brown & Williamson uses a different
approach.

introduced in 1985, its GPC brand ~
became the top-sel]mg generic cigarelte
in 1991, Last year, markel sharc
doubled to 4.2%, says Tom Fitzgerald,
acompany spokesman.

The brand is marketed by Marketing
Management Inc., a distributor.

“Our approach has been to coordi-
nate our efforts behind & single
branded entity, rather than fragment-
ing our efforts across numerous
brands,” Fitzgerald taid. This has
allowed it to generate considerable
?}r:;d equity among consumers and the

e, -

Brown & Willlamson has 15 discount
cigarette brand 'styles, while Philip
Mortis has more than 100 extra-low-
priccd brand styles spread scross 12
separate brands, he potes.

COr6GTETOC
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THE ECONOMY

Consumer Prices Rose A Tiny 0.1% In May

Weak Inflation May Keep Fed From Tlghtemng — For Now

By Kathteen Hays
In New York

A slim 0.1% rise in May
consumer prices reported yes-
terday confirmed that inflation
is not spiraling out of control
and pushed the chance of
Federal Reserve credit tighten-
ing into the future.

price
April's 04% rise and on par with
March's 0.1% gin, the Labor Depart-
menl said yesierday,

The CPI stocd at 1142 (1982-

= [00}in May, up 3.2% from a year

urher

The May CP1 pulled back in spite ofa
substartinl 0.4% rist in food prices that
was paced by 0 48% surge In the price of

tomatos, the Labor Department al

yesterday,
Offserting the jump In food costs was
a large 1% drop in energy prices, the
Piggest monthty dectine in mare than
two years. Mays drop completely
mped oul gains uf 0.2% in April and
0.7% InMarch.

Em:‘ludlng these volatile food and
energy price components, the “core”
CP1 resz just 0.2% in May, only half of
April's 0.4% gain, although a shade
higher than March's 0.1% increass.

Yesterdny's figures were betier than
the 0.2% and 0.4 increascs cxpected
in the overall and core CP1 rates hy
Wall Street analysts,

In addition, the favorable May CP1
confirmed the benign inflation message
in the May producer price report,
released Friday, that chowed wholesale
price infiation unchanged after jumping
up0.6% in April and 0,4% in March,

“The inflation scare was overdone,”
Edward Bochnze, president of the Phifa-
delphia Federal Reserve Bank, told
Reuters yesterdry. “Tt is is hard to see
where inflation pressures come from.”

President Clinton extolled the recent
PPl and CPI reporis as pointing to

lower inflation, justaposing  them
agifhst the prawth in nonfarm payrolls
of nearly 750,000 =o far this year.

“Fam confident that the continuation
of this trend depends on our ability to
piss a shong economic program
through Congress that reduces the
deficit, in¢reases investment in our
future and is fair,” the president said at
2 news conlerence yesterday, linking the
betier jobs growth with low interest
rates and low inflation.

Clinton was alluding to the adminis-
tration‘s view that yields on the Trea-
sury's long-term ID-year bonds have
fallen in tesponee to his budget deficit
reduction plan and will fall farther if the
planis actually passed.

Economists said bond investors ap-
pear to be reassured by the fatest
infalion data that there is ao pressing
nced for the Fed to raise short-term

interest rates immediately in order to
squelch intensifying price pressures,

But many analysts also said that, far
from eliminating the need for such a
move, May's well-behaved price data
merely pones the incvitable day
when the Fed will start tugging hack on
the nation'scredit reins.

Good Awd Bad News

“There’s good news and bad news in
the May CPI report,” said Sam Kahan,
chief economist at Fuji Securities Corp
in Chicago. “}t conlinms that the uptick
in inflation earlier this year was not real
inflation but a reflection of the malad-
justehent of seasonal statistical factors,”

He predicied favorable inflation read-
ings for the next month or two that
woild be consistent with an annual
inflation pace of 3% to 1.15%. But as
the economy picks up to 3 “solid"
annual growth tate of 3%, inflation
could pick up to a 3% to 3.5% rate, he

added,

“If Fm right . ... it's more than likety
the Fed will ughtcn policy a notch or
two by the fourth qumer." Kahan said,

Economists counted among the pleas-
ant surpriges in the May CPI ccport
unexpected declines in apparel, Irans-
partation and enieriainment costs.

Clothing prices Rl 0.5% in May,
refiecting larger-than-usual sales on
spring and summer clothing, the Labot
Department said. In April, apparc!
prices wers wnchanged after falling
0.5% in March.

Transpartation cost: fell 0.1% in May
after gaining 0. 2% in April, Entertain-
ment prices declined 0.2% last month
after rising 0.2% in April.

In addition, housing costs sased off 1o
show a gain of j ust 0.1% in Moy after a
surprising 0.5% gain in April. Since
housing costs comprisc 41% of the CPI,
they have 2 big impact on the ovmll

Appare! Prices .
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index. Economists were rcheved 1o 8o
that the avernge of the past Iwe months
was in line with the 0.3% average
monthly gain of the past year.

Medicat Costs Up

One of tke uglier parts of the May
CPI report was & 0.8% increast in
medical-care costs to a level 6.3% above
one year ago. In April, heaith-care
prices pained 0.6% on top of a 0.3%
increase in March and a 0.5% yise in
Februoary.

The Labor Depariment’s “other
goods and services”™ price somponent
advanoed a brisk 0.7% in May after
rising 0.5% in April and 0.6% in March.
Tobacco_prices posted a gain of 04%
last month aod 4.3% for the first five
months of the year.

Economists were guick to point out
that at least part of this tobacco price
‘SvineE Thaud e revased T sanh
25 Phillip Motris's highly publicized cuts
in_cigarctic pnces at last come into
effect.

“Some said they still expected to se2
food prices ease off as the impact of
heavy rins in March that decimated
crops dissipates and production picks
up. Food costs rose 8.4% in Apntand at
# 15% annual rate in the first five
maonths of the year,

Energy prices, which as of May weee
at the same level as December, also ave
supposed {0 be on the soft side if (he oil-
producing stales remain unable o
resolve their dilferences and agree to
stick with output-limiting quotas,

Overall, the CP1 has risen at a

seasonally adjusted 38% average an-

nuaf rare in the through May,

compared with 2.9% for all of 1992, The

core CPl gaiped at a 4.1% pace com-

pared with 3.3% for all of last year.
‘Ieflation Persistent”

“Inflation is not zcro, inflation is
Rere, and it"s persistent at a rate of about
3% 10 3.5%" annually, said John Silvia,
chiel economist al Kemper Financial in
Chicago. .

“It's not skyrockeling, so people can’t
specalate in comroditics, and il's not
crashing, so they can't go long in
bonds,” he obzerved. “Dealing with a
scenanio of moderating inflation is very
difTieult.”

In a separate reporl, the Labor
Department said thal American’s aver-
age weekly eamings, adjusted for infla-
tion, leaped 1.6% in May, the bipgest
increase gince Fehrnary 1982, Labor
costs make up about 60% of the cost off
producing a good, and economists
watch them closely as a harbinger of
rising inflation.
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Shoot out at the chéck—out

NEW YORK, LONDON AMD LOS ANGELES

From Mariboro to Kellogg's, big brands are under siege from supermarkets®
own-labels. Many brands will perish or never be so profitable again

DKE Shakespearean scholars after a spell
at Harvard Business School, the manag-
ers of the world's bestknown branded
- produets have long pondered the question:
what's in a name? In 1988 a flurry of brand-
driven mega-deals provided some breath-
taking answers. Kohlberg Kravis Roberts
paid $25billion for RJR Nabisco (more than
double its book value); Philip Morris
bought Kraft for $12.9 billion (four times
book value)and Nestlé spent $4.5billion for
Rowntree (five times), john Bryan, boss of
Sara Lee, remembers 1988 as “a time of large
dreams and loose money.” It was, said
many, “the year of the brand.”

Make that “decade”. It was the spectacu-
lar performance of brands—and their own-
ers—throughout the 1980s that lay behind
the hefty premiums paid in these and other
takeovers. By exploiting consumers’ loyal-
ties to famous names with price hikes well
in excess of inflation, firms such as Kellogg
and Heinz increased profits by 15% a year.
By the decade’s end, shares in America’s
packaged-food firms were trading at a 30%
premium to Standard & Poor’s 500-stock

index. Not just the purest treasures, brands
were viewed as perpetual ones too.

Yet that was wrong. Faced with a stagger-
ing array of products in every size, shape
and shade, many cynical American and Eu-
ropean shoppers have concluded (correctly)
that there is scant difference between them.
Price-sensitivity is waxing and brand-loy-

-alty waning. This is taking a toll on even the

savviest marketing machines, such as Philip
Morris and Procter B Gamble (pasG).

In part, the fading lustre of famous
names can be blamed on the economic
downturn of the 1990s. But much more of it
is due to consumer-goods firms having en-
couraged shoppers to buy on price by bom-
barding them with special offers. Also re-
sponsible are retailers’ own-labe! products,
which are eating into many brands’ market
shares. Larry Light, a marketing guru and
head of America’s Coalition for Brand Eq-
uity {an industry study-group), says that
“brands are being bargained, belittled, bar-
tered and battered.” Will 1993 be remem-
bered as the'year their spell was broken?

ifit is, the day that will live in infamy is

“Marlboro Friday™ This was April 2nd,
when Philip Morris admitted that one of the
world’s most powerful (and profitable)
brands was losing out to cheaper cigarettes
most people have never heard of As it
slashed Marlboro’s price, Wall Street
wailed. In one day, investors not only
wiped $13.4 killion off Philip Morris's stock-
market value but alsé dumped shares in
scores of other consumer-goads firms. ryr,
P&sG, Coca-Cola, PepsiCo, Quaker Oats and
Gillette were all bludgeoned by traders con-
vinted that the expiosive profit growth once
delivered by branded standard-bearers was
a thing of the past.

Brands on the run

Bublicly, few packaged-goods companies

admit that Wall Street’s fears are justified.
Cigarettes, they argue, are a special case
given the huge price gap between full-priced
brands at over $2 a packet and discount
smokes that cost as little as 69 cents. There is
some truth to this, but it is the other quali-
ties of cigarettes~-addictiveness, historic
price inelasticity and unusually high levels
ofbrand loyalty—that make price cutting by
Fhilip Morris, and subsequently by its main
rival RJR,such a stark symbol of change.

In private most mandgers worry in-
tensely about how corrosive the change will
be. Consumers who once stuck to favourite
brands most or zll of the time are now will-
ing to try any item that catches their eye.
Separate studies by the Roper Organisation,

.. aresearch proup, and ppB Needharn, an ad

agency, have found that the proportion of
shoppers seeking out particular brands and
willing to pay more for them has falien
sharply since the late 1980s. Another study
shows that the combined market shares of
the top three brands among many super-
market goods have dropped too. Causing
these symptoms are three related maladies:

 The first is perceived product parity. Ac-
cording to research by BBDO, an intema-
tional advertising agency, nearly two-thirds
of consumers worldwide believe there are
“no relevant or discernible differences” be-

" tween rival brands across a broad range of

products. Theyare largely right. Technologi-
cal advances in manufacturing have raised
the quality of most goods and made it easier
for competitors to copy one another’s inno-
vations—which are, anyway, typically mi-
nor and increasingly rare.

As goods have become less unigue they
have become bewilderingly abundant, Last
year 16,800 new products {including exten-
sions of familiar names to new products,
but not old brands in new sizes or shapes)
were introduced in America--a third more

Cont'd.)
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than five years ago. There are now 200
brands of breakfast cereal in America; 220
types of cigarettes in Holland and 100 per-
fumes in Argentina. This trademarked tor-
rent, and the advertising avalanche that
comes with it, has only bolstered the belief
that brands are all the same. Perceptions of
product parity are highest in markets like §a-
pan, where product proliferation is wildest,
« Product proliferation also begat the pro-
motion monster. Faced with the blizzard of
brands, retailers {especially in America)
auctioned their coveted shelf space. Suppli-
ers were forced to give discounts and pay
fees to supermarkets to stock their products.
Much of this was pocketed by retailers in-
stead of being passed on to customers. As
more of their advertising buddet was di-
verted into promotions, cansumer-goods
firtns strengthened retailers by giving them
far more discretion over pricing. In Britain,
where the trade-promotion system is not as
byzantine as in America, supermarkets
sometimes sell top brands below cost as loss
leaders, thereby angering manufacturers.

s Topether these trends have produced the
own-label threat. Because of pioneering re-
tailers such as Britain's J. Sainsbury and
Canada’s Loblaw, store brands in those
countries have long grabbed "hig market
shares. What rattles brand managers now is
the surge in own-labels in places such as
Spain and America, and in products like
cigarettes and detergent which were once
thought immune to them. Own-label prod-

Supermarket power
Own label as % of total grocery salas, 1992

10 15 20 a5 k]

ucts now account for more than 20% of sales
in some European supermarkets (see chart).

Partly this is due to recession and to con-
sumer-goods firms jacking up prices’ on
many brands until there is a huge discrep-
ancy with own-label rivals. Last year Kraft
was forced to slash prices when it began los-
ing sales to own-label cheeses that were 45%
cheaper. Last month. pa«G cut prices for the
same reason on its two leading brands of

nappies, Pampers and Luvs. Consumers

have discovered that the quality of many
own-label goods is just as high as that of es-
tablished brands. .

There is a reason for this: most big
branded-goods manufacturers have started

making own-label products. Usually they
stick to things in which they do not have a
dominant brand. Heinz is the biggest own-
label soup maker; Ralston Purina the big-
gest in cereals, Some firms have resisted:
Keilogg, which has seen own-labels’ share of
the cereal market double since 1988, is now
emblazoning its boxes with the slogan “We
don’t make cereal for anyone else.” But Kel-
fogg is in a minority. Last year Campbell
Soup, one of the last to hold out, started
making own-label goods—except soups.

As their quality improves and sales rise,
the threat from own-label products will get
tougher. Retailers, which often make twice
their normal margin on these goods, are
Hexing their muscles and turning own-la-
bels intd brands in their own right. Con-
sider Britain, where Tesco, a supermarket

chain, is now the brand with the biggest ad

budget, True, firms like Uniléver spend
more on their various brands combined;
but it is to Tesco’s advantage that ail its own-
labels fall easily under one “brand um-
breila®, $imilarly, hundreds of products can
be sold with “Good food costs less at
Sainsbury”, The same may soon happen in
America:on Marlboro Friday, the country’s
biggest retailer, Wal-Mart, launched its sec-
ond own-label line, Great Value.

That is one reason why many consumer-
goods firms which reckon all they need to
do is cut prices temporarily will probably be
proved wrong. Kraft and other firms such as
Frito-Lay, a leading savoury-snack maker,
have indeed helped their brands by lower-
ing prices. But shoppers are now more loyal
to their local shops than to faceless behe-
moths like Philip Morris. This means they
are less likely to accept price hikés in future.
“We have to face the fact”, says the boss of
one manufacturer, “that our margins will
never be the same again.”

No firm is more intimately acquainted
with the difficulties of price cutting than
p&G. Over the past 18 months the giant Cin-
cinnati firm has siashed the wholesale
prices of about 70% of its products and elim-
inated discounts to retailers in an attempt
to reward customers’ loyalties with “every-
day low prices.” 1t has been rough going. Re-
tailers that rely heavily on promotions were
furious; some denied shelf space to raG
products. Worse, rivals such as Unilever
stepped in with generous deals of theirown.
Salomon Brothers says that in ten of 11 cate-
gories, including nappies, toothpaste and
washing powder, P&xG's market share fell
last year.

Naturally, the advertising industry reck-
ons the best way to shore up brand loyalty is
to spend hugely on even more ads. But that
may not help much either. Nowadays, con-
sumers are far too steptical. And they are

getting harder to reach. The prospect of a fu-
ture which provides hundreds of television
channels gives Madison Avenue night:
mares. Many of the most durable brands
were born because of television’s wide
reach. As the media fragments, so will audi-
ences. This could cause companies to shed
their peripheral brands and spend most of
their money on innovating rather than
launching yet more “me-too™ products.
This would enhance efficiency and slow
product proliferation. Frito-Lay recently
siimmed its preduct line; now its main ri-
val, Borden, is planning to do the same. At
P&G, where 25% of its 2,300 brand varieties
account for only 2% of sales, old brands like
Puritan cooking oil and White Cloud toilet
paper are being scrapped. Prell shampoo
and Gleem toothpaste may be next.
Retailers, closer to the customer and
flush with the success of their own-labels,
will ensure the death of manybrands. In fu-
ture, says David Robey, a top manager at
Tesco, “all the ‘second division’ beands . .
will gradually disappear.” Many of Mr
Robey's colleagues at big supermarket
chains would like to see just the top two or
three brands in a product line left on the
shelf—plus, of course, their own labels.
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RJR’s Offering of Nabisco Shares Leads

To Questions on Quasi-Stock Structure

HEARD
ON THE
STREET

By WILLIAM POWER
Siaff Reporter of THE WALL STREET JOURNAL

NEW YORK — Eight years ago, tobacco
colossus R.J. Reynolds swallowed up food
giant Nabisco to form what eventually .
became RJR Nabisco Holdings. This week,
Nabisco will partially re-emerge from the -
belly of the whale — but in a state some
money managers find less than appetizing.

As soon as tomorrow, the New York
Stock Exchange expects to begin trading
stock in RN-Nabisco Group, which repre-
sents a 25% interest in the Nabisco food
operations. As a Big Board official de-
scribes it, RN-Nabisce “is an instrument
1o receive a particular revenue stream
from the parent” company, namely RIR
Nabisco Holdings. -

Quite a few money managers are turn-
ing their noses up at this new quasi stock.
They dislike its oddball structure, and
think RN-Nabisco shares — if priced at
the expected $17 to $19—will be no bargain,
If one wants to hold any RIR security at
&ll, they snggest, the beaten-down stock of
the parent may be a better bet than the
spiffed-up offspring. .

Here's the pitch for the pending deal-—
2s hurled by dealmakers Kohlberg Kravis
Roberts & Co. and Wall Street underwriter
Morgan Stanley. Investors will get rights
to part of the earnings of RIR Nabisco’s
food business {home of all those Ritz
crackers and LifeSavers and Grey Pou-
pon), without owning the company's to-
baceo hsaif, which nobody wants a part of
anymore. Forget all those worries about
declining U.S. cigarette consumption,
price wars and fobacco litigation. That
sounds promising enough.

But the two halves of the company
aren’t actually being legdily separated.
The new RN-Nabisco holders would still be
exposed, both directly and indirectly, to

Will lnvestors 'I'ake the Plunge?

As RIR Stock sups... A New Stock Blooms
Weekly stock prices (NYSE RN-Nabisco Group (NBG). Expected price: $17-$19.
+ symbal; RN} THREE
12 MONTHS  YEAR
ENDED ENDED
| FINANCIAL RESULTS' 3/31/93 12/31/92
i0 _ Net sales (millions) 51832 $5.450
' Operaling income |, 1._ EGR
g ' Net income 4 BRTEE
‘ RJR earnings attrihulahlc i3 258
to Nahisco Group? _
§ Per-share eamings B S B R
; for RN-Nahisco g
¢ Ypro forma, as if olfering had already been made at$1: 1. e
4

1992
Source; Baseline

“Atteibuting acquisition-related expenses 10 parent cuiipany
NOTE: Allfinancial resfts, except per-share earnings, are in
miflions of dolars
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the huge risks of RIR's tobacco business.
And RIR can recombine its two stocks
whenever it wants to, anyway.

Among the skeptics is Standard &
Poor's Corp., which has one word for this
unuseal, $1.7 billion offering: “Avoid.”

RJR Nabisen is “just trying to rejigger
the pie. It's an accounting transaction,”
says Terry Bivens, who follows food,
tobacco and beverage companies at ATgus
Research and says he wouldn't buy the
RN-Nabisco shares. “H you really want to
buy 2 pood (food] stock now, you can buy
ones every bit as good or better at compa-
rable muttiples,” such as Sara Lee or
Campbeli Soup, both at roughly 16 times
projected 1993 earnings. RN-Nabisco's
multiple is expected to be about 14.

The new offering also shows something
about evolving New York Stock Exchange
standards. Once, the Big Board was so
conservative about its listings that it
wouldn’t even allow warrants (o be traded.
Now, it seems, almost anything goes.

A Big Board spokesman says, “We're
treating it as another class of stock of
an already listed company.” But pri-
vately, at least one Big Board direc-
for questions whether the exchange should
be listing such a quasi stock.

The exiremely complex stock offering
is expected to get easy approval at a
spemal RJR-Nabisco shareholders meet-
mg today in Parsippany, N.J. The offering
price could be set as soon as tonight, with
trading to begin the next day under the
symbol NBG.

Will this deal fiy? It's hard to find
people on Wall Street willing to criti-
cize it ~ gt least on the record. After all,
most top Wall Street brekerage firms are
involved in trying to make the huge under-
writing a success.

One reason some mMONEY mManagers
aren't buying the offering is the valuation
it puts on the Nabisco food business.
Here's the math: The global offering of 93

Please Turn to Page C2, Column 3
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“Nabisco's Partial Re-Emergence From Parent

As Quasi Stock Raises Managers’ Eyebrows

HEARD

ON THE

STREET

Continued From Page Cl

miilion RN-Nabisco shares represents 25%
of the Nabisco food business, with the
remainder retained by RIR. At $18 a
share, the offering values the Nabisco food
business at about $6.7 billion, Based on
vesterday's RIR closing price of 5%, all of
RJR Nabhisco has & market value of just
$6.1 billion.

The company’s investment bankers fig-
ure that investors will live with the valua-
tion anomaly because if Nabisco were
actually sold, it could fetch at least $6
billion or so. (However, no hostile takeover
of the other 75% of RN-Nabisco is possible;
a hostile bidder would have go after all
of RIR.} At a multiple of about 14 times
projected 1993 earnings, the new stock isn't
out of line with other fop food companies.

Still, experts on.initial public offerings
generally feel there are plenty of “real”

IPOs out there that are more promising

than this offer. The offering’s 140-page
prospectus makes it clear that holders of
RN-Nabisco stock “*will continue to be sub-
ject to all of the risks associated with
an investment 'in” RJIR-Nabisco. That
means tohaceo-liability litigation, new fed-
eral taxes on smokes and everything eise

-that has helped batter the prices of tobacco _

shares—including RIR Nabisco.

“Why do you want to buy someone
else’s headaches?” says Jay Gottlieb, the
pubtisher of New Issues Outlook newsletter
in White Plzins, N.Y. “RN-Nabisco, to me,
is like buying a used car. It may be good.
You may get good mileage out of .
But chances are, you're just buying some-
one else’s headaches.”

* Mr, Gottlieb’s newsletter prefers put-
ting IPO investments into such other pend-
ing deals as Industrial Scientific, appli-
ance retailer P.C. Richard & Soms, Key
Technology, Image Industries and Na-
tional Record Mart.

A Big Board official says the exchange
concluded that the RN-Nabisco offering is
“roughly analogous™ 10 USX Corp. sepa-
rating its energy and steel businesses into
separately traded stocks in 1991, or Ralston
Purina’s similar proposal for Continentai
Baking.

RJR, for its part, would prefer to com-
pare its offering with General Motors’
issuance of Class H and Class E shares,
which were pegged to results of the auto
maker's Hughes Aircraft Co. and Elec-
tronic Data Systems businesses. RIR de-
nies that its arrangement is cozier than
GM’s. But there isn’t any precedent for a
situation in which a new stock is spun out
by a company {acing as much legal trouble
as RJR Nabisce. “‘Any net iosses” of the

RJR tobacce business, warns the pro-
spectus, “will reduce the legally available
funds™ for RN-Nabisco holders.

In giving the offering an "avoid” rat-
ing, new-issues analyst Robert Natale of
Standard & Poor's notes that many inves-
tors have “'anxiously awaited a chance to
own Nabisco Foods again, separated from
RJR's tobacco operations.” However, he
shies away from the deal *“‘because of the
complexity of the deal, the continued
potential legal tie to RJR's tobacco litiga-
tion, and the generally lackluster interest
in branded food-product company shares
at the moment.”

Some traders say that, assuming the
offering goes off at $18, they expect-a
possible rise to $20 or so in subsequent
trading days. But then they envision many
big institutional investors selling out as
5001 as they make a profit.

Mr. Bivens of Argus Research says
some of the criticism of the RN-Nabisco
offering has tended to be overly harsh. The
Nabisco food operations — with 44,000 em-
ployees and its enviable stable of brand-
name cookies, crackers, gum and pet
foods — are solid, he says. Yet with food
compandes out of favor and tobaceo stocks
under fire, he concludes: “It's a bad time
to be bringing this out.”
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Ex-ConA ra Chief Steps Onto Minefield At RJR

Price War, Poss:ble New Taxes Are Among Issues Conﬁ-autmg Him As CEQ

By Marilyn Moch
It New York
Revered 21 & rarketing whiz, brind-
builder and visionary, Charies “Mike”
Harper takes command of RJR Na-
bisco Holdings Corp. at a trying time
for the No. 2 cigarettemarketer.
Harper, 65, who succeeded Louis B,
as chaimman and chiel exec-
utive of RJIR last month, made his
mark in eorporats Americs by tuming
the once-fioundeting ConAgra Inc.
into a major force in the nation's foad
business.

& Management

He is credited witli creating the
Healthy Choice line of low-sodium
frozen dinners and entrees in 1989
while recuperating from a heart atiack,
The line should generate sakes of $1
Inlhomueuilthlsyur :

But in taking the top spot at RIR,

arper s1eps into an industry fraught
wuh peril.

Price wars are.cutting into lofty
tobacco profits. In addition, the indus-
try is [acing the pomibility of pew
federal taxes on cigarettes 1o finance
health-care veform. Analysts igure 2
2s-cent-a-pack increase in ta¥es will cut
eonmption 3%

RIR is also in the middle of a
corporate restruémuring under whick it
is expected 1o create & pew class of
stock representing 25% of its Nabisco
foods unit, The offering will kelp RJIR
pl.ydownhxgh'coupondeht. :

év the company's shares have
in decline for over two years,
Priee Catting

Spnrked by an ever-widening ga

between  Jets  profitable dneuum

smokes and full-priced cigaretics, in-

dustry leader Phi]? Morris Cop. bas
moved aggresmvely to protect its
mighty franchise in recent manths by
slashing prices.

In Apeil, Bhilip Mosgis. reduced
price of Maztharn, the world's lﬂdlns
cigarette brand, by 40 ccnts 2 pack, or
about 15%, and raised the prices on its
discount brlnds slightly. It also froze
prices on other premium brands.

RIR followed, cutting 40 cents off
the price of its fisgship Winston brand.

“Harper it used o gtting pood

resnits, but the challenges that confront

him at RJR are worse than thowe he
faced at the near-bankrupt ConAgra,”
rugpested David Goldman, an analyst
with Mew York's Oppenheimer & Co.
Even before the price war, RJR's
domestic tobacco business was slip-

i ; Complﬂng PBomaatic Tobscco Ssles (i bilicas of unls)
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ping. In the first qnu'ter dnmesnc
operating income fell 3% to 54090
million as sales fell 2% toSl 4b|llmn.

Harper's predecessor predicted at the
time that domestic tobacco profits
would decline for the year.

Terry Bivens, an analyst with New
York-based Argus Rescarch Comp.,
predicts RIR's 1993 esmnings per share
will come in at 60 cents a share, up #%
from 55 cents lnst year,

To analysts, the most crucial issue
facing RJR is the possibility that Philip
Morris has just begin to fight. Soms
believe it may lower premium-brand
pricesanather 20 cents.

Finding Cash Flow

“Haper has very litue option but to
follow. He certainly can't keep full-
priced cigarettes at previous kvels, It
would be suicide,” said Bivens.

“How does & company (RJR) find
the cash flow to do everything that
needs to be dome with Philip Morris
w:giag such ah aggressive price war™

asked Oppenhetmer's Goldman, -

The answer may lis in Harper's
marketing expertise,

“With a stable of established brands

.that are household names and a top-

notch management group . . . we'have
more than enough ammunition” 1o
pow the jood and tobacco business,
Harper taid in a statement.

Fortunately for Harper, the RIR

" he's taking over is considersbly less

indebted than the one that went private
in [98%in a record 525 biltion leveraged
buyout led by Koklberg Kravis Rob-
erts & Co.

Gerstner was credited with cleaning
up RIR’s balance sheet and trimming
fzt, In the Nabisco Foods Group, he
101d tuch lackluster petformers as Del
Monte and Chun King.

"y 17

He cut RIR’s debl in half, l'mm
nearly 530 billion in 1989 to 5142
billion at the end of 1992, Operating
costs were trimmed 12%, or 5550
miflion annuxlly.

And the food unit has remained a
good performer.

“Gerstner was wery shrewd in intro-
ducing new food produsts, such as
SnackWell's fat-free cookies and cruck-
en, that bave received very good
consumer seaction,” said Bivens, *“So |

expect Harper won't bave to tinker
wuh the food business very much.”
Reponitioning Stalled -

Su]!, tobacco accounted for 76% of
the parent company's $3.5 billion in
1992 operating income.

Geratner kept a much-needed reposi-
tioning of RIR's tobackoe brands on the
back burner over the past four years as

_he paid down debt and restructured the

balance sheel, analysts say.

Winston’s volume has declined at a
13% annual rute for the past five years,
The Salem brand's volume has dcg;:nned
12% 1 year, and Vantage volume has
fallen §6% a year, according to 2 report
by Bivens.

In all, RiR's 1992 US. tobacto
opcrating profits slid 5% to $2.1 hillion
from 32.2 billion a year earlier, Biveas

- calcnlates,

Compounding the problem has been
its reliance on low-priced brands.

‘Analysts say premium brands yield

gross profits of about 51 a pack, while
discount brands generate only about 25-
cents,

Though RJIR's share of the domestic -
tobacco marke! actoally increased to
28.9% last year from 27.8% the year
before, its gaint came mainly in the
low-price tier.

Now, Harper must use his marketing

savvy to stem lurther erosion in market
shareand profits.

“Harper's focus should shift away
from slashing prices toward using his
macketing expertise to maximize share-
holder value,” said Tom Meyers, a vice
president with Carmel, ind.-based in-
vestment advisary firm Conseco Capi-
tal Management.

In short, Meyers believes future
increases in domestic tobacco market
share should nol come at the expenss of
profits.

[INew Methods Needed

Up until Harpers arrival, RIR had
been apgressively cutting prices on jts
discount brands, a tactic that helped
fuel Philip Morris® secent actions.

But Harper no longer can aford to
play thar game.

Instead, he must concentrate on
building awareness and vziue through
special prometions, giveaways and
customer loyally programs, analysts
sugpest.

“It's up to Harper to figure ouwt
another method 10 maintain of grow
market share other than reducing
cigarette prices and increasing unit
growth in its discount brands,” con-
tended Davis Smith, an assistant vicee
president with Conseco.

He says Harper could develop mar-
keting programs that revolve around a
brand'simage, notits price.

RJB has besn successful in attracting
young smokers to its Camel brand
through its Joe Camel ad and market-
ing program.

1t also claims to have made more
than 100 separate improvements in the
Winston brand to enhance quality,
attract adult smokess of competitive
brands and offer incentives Lo maintain
CUTTENT CUSTOMETS.
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MIKE HARPER TAKES -
HIS MAGIC ACT TO RJIR

The man who turned sleepy ConAgra into a superstar faces a huge task

t's barely 11 a.m. on June 1, his first
official day as chairman and chief
executive of RIR Nabiseco Holdings
Corp., but Mike Harper already is in top
form. “It's really my second day,” he
quips between briefings on operations,
get-acquainted sessions with key em-

new class of stock based on the foed
unit’s operating profits. Originally ex-
pected to be priced at $17 to $19 a shave,
the company had hoped fo raise $1.5 bil-
Lion to help repay debt. But now, with
food stocks slumping, some potential
buyers are pressing RIR to sweeten the

ConAgra’s per-share earnings have shot
up at 2 compounded annua! rate of near-
ly 17%—compared with 11.5% for the
Standard & Poor's food group—to an
estimated $3T1 million in the fiseal year
ended May 28, says Craig L. Carver,
research director at John G. Kinnard &
Co. And ConApra’s stock has appreciat-
ed an average of 26% a year since
Harper joined the company in 1974,

A prime beneficiavy: KXR, which sold
Beatrice Co. to ConAgra in 1990. Harper
paid half of the $1.34 billion purchase
price in ConAgra stock, which gave KKR
a tidy $336 million profit in 18 months.
That left Kravis impressed: “[Harper] is
a hands-on administrator, an extremely

ployees, and meetings
with investment bank-
ers. “I worked on Fri-
day for nothing—and
that's what they got.”
Actually, RJ/R Nabisco
got a whole lot more.
Wall Street analysts re-
acted with some sur-
prise to the selection of
a2 65year-old semi-
retired exec for the top
job at the food and to-
bacco giant, vacated
when Louis V. Gerstner
Jr. was annointed CEO
of IBM on Mar. 26. But
self-effacement aside,
Charles M. Harper may
prove . an inspired
choice. In fact, he put in
12-hour days at Omaha-
based ConAgra Inc.
And with a series of
savvy acquisiions and
aggressive new-product
introductions, he turned
the small, near-hank-
rupt grain processor
into the second-largest
U.8. food company.
Welcome now, Mr.

well-respected leader, a
builder of products and
brands,” he says.
Harper  certainly
doesn't match the slick,
Manhattan-toned style
of Gerstner or, for that
matter, Kravis. In fact,
he’ll keep his primary
home in Omaha, prefer-
ring to commaute to the
company’s bases in
New York and Winsion-
Salem, N.C. He wears
unfashionable short-
sleeved shirts to the of-
fice and pilots smali
planes for fun.
CLOSE TARs. But it’s

style that kxR finds ap-
pealing. His penchant
for delegating should
fit well with RIR's de-
centralized structure
and with the seasconed
executives, H. John
Greeniaus and James
W. Johnston, who head
its food and tobaceo
units. At ConApra,
Harper set stiff finan-

Harper, to RIR Nabisco, The problem
Gerstner was hired to fir—massive debt
from Kohlberg Kravis Roberts & Co.’s
huyout four years ago—has diminished.
Instead, what RJR needs is a manager
with experience battling price wars and
building market share in both commod-
ities and packasged goods. In partientar,
ite domestic tobaceo profits are plung-
ing, hammered by brutal discounting by
market leader Philip Morris Cos. and
cheap generic cigarettes. For 1993, RIR'S
net income, excluding extraordinary
ftems, will dive 19%, to $633 million, fig-
ures Roy 1. Burry, an analyst for Kid-
der, Peabody & Co.

More io the point, RIk Nabisco as ear-
ly as June 4 will receive Securities &
Exchange Commission approval to seli 2

deal. “I'm really skeptical ahout whether
I want to participate in the Nabisco of-
fering,” says Arthur Cecil, an analyst
for mutual fund giant and RIR stockhold-
er T. Rowe Price Associates Inc.

" That's one place Harper fits in, Henry

cial goals, then gave his manzagers virtu-
ally free rein to hit the targets. But he
kept close tabs on them, too, demanding
weekly financial briefings by telephone
and in person from 25 operating-unit
heads around the world.

Kravis, the KKR partner
who recruited the new
CEO, says the hiring
wash't related to the food

PROFIT PROGRESS
2 :

Harper, whose only ex-
perience with tobaeco
was & two-pack-z-day

division offering. But
Harper's dazzling finan-
cial track record surely
will help win the plan
credibility with inves-
tors—and sell the issue
for KKR, which owns 49%

habit until he quit in 1985
after a heart attack,
must fashion a strategy
to rev up RIR's domestic
tobacco business, which
will kek in 47% of 1998’s
§3.42 billion in operating
income and 35% of sales,

of RIR Nabisco.

Sinee 1980, indeed,

kTR YIRDEX PEARODY & (D,

says Burry. Nabiseo also
will demand some atten-

Harper's management |

(Cont'y.)
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tion. It's the U. 8. leader in cookies and

crackers, but those markets are flat, at
best. So Harper is likely to pursue more
acquisitions, following Nabisco's $400
million in purchases last year, and move
more aggressively oversesas.

Some investors even expect KKR to
cash out of its RIR Nabisco investment
by selling off parts or even all of Na-
bisco in the next few years. KR, they
say, will rely on Harper to revive the
holding company’'s stoek, which has
nose-dived 50% since mid-1992. “Any

time you have financial holders, they
keep looking at offers and running the
numbers,” says Patrick Clepp, an ana-
lyst at RJIR shareholder Luther King
Capital Management. “At some point,
they'll want to sell more of this thing.”
RJR and KKR won't comment on that sce-
nario, and Harper himself says he wants
to “build a great company.” He'd better
move fast.

By Lois Therrien tn Chicago, with Maria
Mallory in Ationta and Lourg Zinn and
Elizabeth A. Lesly tn New York

DVERTISING AGE, MAY 31, 1993

Ed Horrigan to
‘horriganize’ Liggett

By ira Teinowitz

The new chairman-ceo of Lig-
gett Group, ex-R.J. Reynolds To-
baecco Co. Chairman Edward Hor-
rigan, promises to revitalize the-
company even as the tobacco
price war begins.

; Discounts on iti

“Cos.! Marlbore and RIR's Win-
ston' cigarettes began creeping
into stores last week and are ex-
pected to hit full force this week.

Declaring he missed the cigarette
wars and needed a challenge, Mr.
Horrigan said he wants to work at
reviving the country’s No. 6 ciga-
rette company. Liggett last year
had 3% of the 507 billien-unit T.5.
market, compared with No. 2 RIR's
28.8%, according to John C. Max-
well Jr., an analyst for Wheat, First
Securities. .

“Though Liggett's problems are
difficult,” Mr. Horrigan said, “I
have the chance to come back to
the industry that I enjoyed and
deal with solvable problems and
make it work.”

Mr. Horrigan, 63, left RJR in
1989 with a nearly $46 million
severance package.

Although he wouldn't be spe-
cific about his immediate plans,
Mr. Horrigan said Liggett will
have to capitalize on the midprice
and value segments for growth
while retaining share for premium
brands including Eve, L&M,
Chesterfield and Larlk.

Discount brands, including Pyz-
amid, now represent more than
two-thirds of Liggett's volume.

L “If you go back in time, we

created the value segment,” he
said. “If you look ahead, we need
to reaffirm and strenpthen our

position in the value segment.”

Liggett spent
£20 mililion on
advertising in
1992 but has su-

a re-evaluation of
corporate priori-
ties. New York
agencies Ogilvy &
Mather and
Bloom FCA han-
dle Liggett.

Mr. Horrigan said Liggett will
also look increasingly at the fast-
growing overseas market. As for
Liggett's future, all Mr, Horrigan
would predict is its survival.

“The industry is in such a state
of change, all I can say is we ex-
pect to be in business and a fac-
tor,” he said. “As quickly as I can
have a so-called Horriganized
Liggett, we will have it,”

In the meantime, Philip Morris'
40¢-a-pack discount on Marlboro
and RJR's Winston discounts
began making their way to stores
last week. The discounts were
supposed to hit on June 1.

Philip Morrijs has said it hopes
the temporary price cut, together
with promotion, will prompt
smokers to return to premium
brands. .

If price pressure in the industry
isn’t enough, a new round of pro-
motional activity this week adds
even more intensity.

RIR is launching a “Winston

Weekends” promotion that offers
the brand’s most extensive ever
continuity program. Winston
smokers who get a calendar by di-
rect mail or at retail can trade in
proofs of purchases for items fea-
tured on the calendar.

RJR said the program will get
heavy print support from Long,
Haymes & Carr, Winston-Salem,
N.C., normally RJR’s agency for
Doral and Magna, and was

planned before Philip Morris an-
Jounced its increased promo-

tional efforts for Marlborg. FCB/

. Leber Katz Partners, New York,

usually handles Winston.

Other cigarette marketers are
joining Liggett in looking at non-
premium brands. No. 5 American
Tobacoo Co. last week said it would
focus more on midprice smokes. [
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"BUSINESS ERIEFS

Philip Morris Cos.

Kraft. General Foods International, a
unit of Phitip Morris Cos., signed a joint
venture agreement with Beljing Agricul-
ture Indusiry & Commerce General Corp.

to make dairy products.
© Philip Morris said the__j_uint vgngxrgr

Beijing Kraft Food Corp., will manuracrure
and market “'a wide range of value-added
dairy products” such as ice cream and

yogurt..
Kraft already has two joint ventures in
China: one with Guangtong Food Co. mak-

ing Maxwell House coffee in Guangzhou;
and one with Tianmei Food Co. producing .

Tgngpowderedbeveragesin'mnjin.

" FINANCIAL TIMES THURSDAY JUNE 17 1993

MANAGEMENT:

MARKETING AND ADVERTISING

The US food group is aiming for closer coliaboration

&

between its European units, says Guy de Jonquitres

Cross-border
- Kraftsmen

oon after Todd Martin
became vice-president of
marketing and business
development at Kraft Gen-

eral Foods Europe 18 montls ago,
he made a raﬂ'ié% !Eecls:‘ ion. He gave

his job away.

That is how he describes the .

a recent shake.up

of marketing strategy at the large,
US-owned food group, intended to
tackle one of the toughest dilemmas
facing consumer products manufac-
turers operating in several Euro-
pean countries.

The challenge is to find a manage-
ment structure which maximises

(Conl'd.)
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scalt economies and elminates
wasteful duplication, while remain.
ing sensitive to often very different
patterns of local demang.

Prompted by the single market,
tougher competition and the pgrow-
ing power of retailers, other compa-
nies ineluding Unilever and Mars
have recently extensively re-organ-
ised their operations in an effort to
meet these objectives.

However, in several cases, the
search for strategic coherence has
led to unwieldy centralisation or
blurred responsibilities, leaving
naticnal managers confused and
demoralised. -

Martin was determined to avoid
these mistakes. Instead, he set out
to make the group’s eight European

operating subsidiaries responsible :

for initiating and implementing
cross-border collaboration,

His approach was coloured by
Kraft's failed attempts a decade ago
to impese uniform product and mar-
keting strategies across Europe.
The results were so catastrophic
and created such iil will that the
cenfral marketing team was dis-
banded soon afterwards.

The loose system of headquarters

ec-ordination which replaced it mol-

lified £GFE's -national managers,

far hig international hrands such as

Philadelphia cream cheese and
Kraft i

By the time Martin, 2 37-yearold
American, arrived, national manag-
ers had begun to chafe at this com-
pactmentalised atructure. They
neoded Httle persuacion, he says, to
sec the advantages of closer cross-
border eollabaration. -

A year ago, he s¢t up eight “core
teams”, eovering EGFE's principal
product categories and the main
marketing functions. The teams,
which meet for ‘two days, three

- times & year, bring together more
than 100 KGFE national marketing

Eaeh team has a. co-ordinator,
asgigned to KGFE’s Munich head-
quarters for two to three years from
a country unit, who identifies issues
of ¢ommon concern, prepares

~research -and—case studies-and

guides debate. However, what to do
andhowtodoitamlefttonaﬁonal
managers to decide jointly.

“I had to look to self-interest to
drive this process because I can't be
‘everywhere at once making sure it
‘witks,” says Martin, who stays
away from team 50 that
managers can discuss mistakes and
fajlures without fear of reproach.

The biggest financial pay-off so
far is from agreements to rational-
ise the specifications and packaging
of the 1,000 KGFE product lines sold
in more than one country, which

account for 40 per cent of the
group’s $3.6bn (£2.3bn) annual sales.

" Some come in more than 50 ver-

sions, often because of mneo-ordi-
nated decisions by country manap-
ers rather than real diﬁerences in
local demand.

KGFE expecis decisions already
taken to reduce by $10m in the next
two years the $100m in manufactur-
ing fixed costs needed to support
this product complexity. Martin
thinks savings of as much again are

.achieveable.

Another -priority has beén “to

" improve effectiveness of brand man-

agement and-advertising. The main
goal here is not to ent costs, but to
got maximum mileage from the
$400m KGFE spends annually on
advertising and marketing.

Relying heavily on comparisons
of national suhsidiaries’ past expeti-
ence and detailed analyses of fail-
ures as well as successes, the core
teams have begun to define general
principles for effective marketing.

One is that food products are
often better promoted by focusing
on questions such as when, how
and by whom they are eaten, rather
than by. concenirating on intrinsic

gualities such as texture and taste,
as smne national units have done in
the pas

The objecﬁve is a broadly consist-
ent strategy across Furope which
can be tailored to individual mar-
kets. It is already being practized in
television commercials for Philadel-

phia cream cheese, one of KGFE's '

main product lines.

In.the .commercials, a housewife -

shows a visitor varjous ways of

. serving Phiiadelphia. In JItaly,

where the aim was to differentiate
the product from the many other
s80ft cheeses on the market, an
exotic touchhasbeeninjecwdby
casting the visitor as a Japanese au

" pair. But in Spain, a hard-cheese

eating country where Philadelphia
is unfamiliav, KGFE layedsafehy
makingthe mitornneighbour’s

For ] uew range of dn-ityome]r
pizza and pasta dinners, sold under
the Miracoli brand, KGFE uses
identical commercials in five coun-
tries. These show an talian family
enthusing at mealtime, in Italian,
o:;;r the toppings and sauces avail-
able.

Ironically, the range is not sold in
Italy, where its potential is consid-
ered very limited. However, as Mar-
tin observes, the Miracoli brand
stands “not for ltalian food, but for
the idea of Italian food”.

Unlike previous EGFE cam-
paigns, the Miracoli commercials

‘were neither- deveioped by each..

country separately, nor imposed

from the centre. Instead, core team
members adopted & campaign
thought up by KGF Belgium after
judging it superior to alternatives
developed by their own and other
subsidiaries. The Miracoli dinners
~are-aiso an-early result of efforts to
develop more products jointly.
Since the nmew system began, the
-list of research and development

proposals from national subsidiaries -

hashalved,andmanymorearefor
products {o be sold in several coun-
fries. |

“In the past, there were almost no
multi-country projects — and if
there were, it was pure coinci-
dence,” says Phil Smith, marketing
director of KGF's UK operation.
“The core teams have got market-
ing people to focus on big new ideas
and meaty projects, rather than on
easy window-dressing like minor
kine extensions,”

A drawback is that the new sys-
tem is relatively slow to respond to
demands from KGF's US headquar-
ters and Philip Morris, its ultimate
parent, “If Michael Miles [chairman
of Philip Morris] asks if we can do
something in a month, I have to say
gnwill take six months,” says. Mar-

‘However, KGFE is aiso better
equipped to formulate its strategies
and initiate ideas without transat-
lantic prompting. Piero Capizzi,
director of refrigerated products,
says he spends only 30 per cent of
his time liaising with the US, com-
pared with 70 per cent for his prede-
CESEQT.

Martin thinks there are two main
reasans for the smooth working of
the core teams system. which
Jacobs Suchard, the Swiss coffee
and contectlonery company owned
by Philip Morris, is also thinking of
adopting.

One is that many traditionsl
crogs-border management links
were severed by the reorganisation
which ' followed “Philip Morris's
acquisitions of General Foods in
1885 and Eraft in 1988. That made it
easier to inh'oduce 4 new approach
from geratch..

The other is that KGFE has sol-
idly established core businesses

with broadly similar strengths in -

different markets. That means sub-
gidiaries from gmaller countries do
not worry about being pushed
around by thoee from bigger. dhes.
“Gattinp the balance right requires
democracy,” says Martin,

He iz open mmded about how the
system will develop, saying national
subsidiaties may sometimes find it
makes more sense to act separately
than jointly. But at least they will
have considered the possibility of
crogs-border co-operation first, “If
there are.synergies to be had at a
European. level, we'll capture
them,” says in. “If we can't,
4hey don't exist.”
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Hemz s Net Fell 52% in Its 4th Perwd
Dueto Charge for 8% Work-Force Cut

By GABRIELLA STERN

Staff Reporter of THE WALL STREET JOURNAL

PITTSBURGH — H.JI. Heinz Co. said
fiscal fourth-quarter net income phinged
529 after a big Testructuring charge, re-
fiecting its efforts toslash costs in the face
of flat pricing.

The bulk of the charge of $111 million,
or 43 cents a share, reflects plans under

way to cut the company's world-wide work |

force by 8%. It also includes consolidating
billing, collection and distribution, and
combining pet food and canned tuna opera-
tions. Earnings were depressed by another
charge of $9.9 millior, or four cents a
share, related to an accounting change.

For the quarter ended April 28, Heinz
earmed $69.7 million, or 27 cents a share,
compared with $145.7 miflion, or 56 cents a
share, a year earlier. Operating earnings
jumped 32% to $192.3 million, or'74 cents
a share, from 5145.7 million,

Sales rose 8.8% to $2.03 billion_from
$1.87 billion, reflecting the acquisition of

Wattie's Lid. in New Zesland and a .

%% increase in unit volumes, particularly
in StarKist tuna, Weight Watchers frozen
entrees and Ore-Ida frozen potatoes.

Wall Street attributed much of the
company's improved operating earnings to
a lower {ax rate—12% in the fourth guarter
vs. 25% a year eatlier, and 29% in the full
vear vs. 35% - that Heinz said resulted
from tax benefits overseas.

“It is very clear the company did
not manage to deliver . . . without being
very aggressive on the tax rate,” says
Nomi Ghez, an analyst with Goldman,
Sachs & Co. who rates Heinz a “market
performer.” She says she's maintaining
her $2.66 a share estimate for fiscal 1994,

“but with less confidence.”

After the anmourcement yesterday,
Heinz shares fell 62.5 cents to $36.75 in New
York Stock Exchange composite trading.

For the year, Heinz nef income fell
38% to $396.3 million, or $1.53 a share,
including restructuring charges of 45 cents

a share and accounting-related charges of
55 cents a share. A year earlier, the
company earned §638.3 million, or $2.40 &
share. Sales rose . 7.9% to

Heinz Chairman Anthony J.F. O'Reilly,
who revised his full-vear operating earn-
ings forecast in March to $2.50 a share
from $2.60, notes that the company came
in at $2.53, “'slightly in excess of our recent
forecast. . . . The company has produced
record .sales and, attained record merket
shares in almost all major categories both
domesticaily and abroad."’

Analysts say the company had to make
some restructuring moves to achieve earn-
ings growth amid flat consumer prices in
the past two vears. The 8% work force
reduction—which affects about 3,000 of the
company’s 40,000 workers and is to be
completed in 12 months — comes: on the
heels of a 10% work force reduction an-
nounced in September 1991,

“The restructuring simply reflects one
fact: If you can’t raise your selling prices,
you've got to lower your costs,” says Joim
M. McMiilin, analyst with Prudential Se-
curities Inc.

Concern about pricing problems
prompted some analysts to reduce their
fiscal 1994 earnings forecasts. “Cn bal-
ance, the situation is not good,” says
William Maguire, an analyst with Merrill
Lynch & Co., who lowered his estimate to
$2.70 a share from 52.75, noting that Heinz
expects to return to an approximately 35%
tax rate in the next 12 months. William
Leach of Donaldson, Lufkin & Jenrette
Securities Corp. lowered his estimate to
$2.55 from $2.60 a share, but rates the stock
“moderately attractive,”” he says, “be-
cause the stock’s so cheap.””

Heinz played down analysts’ concerns,
saying prices will rise 2% in fiscal 1994, and
volumes will grow 4% to 5%. There will be
fewer promotions, such as coupons and
allowances for retailers, and more media
advertising.

THE WALI STREET JOURNAL
WEDNESDAY, JUNE 16, 1993

$7.1 billion-
1 from $6.58 billion & year earlier.

"For Frozen-Food Products

1 the supermarket frozen-food wars, said it

“New York, a unit of Thempsaon Medical

ConAgra 1o Shift Tactics

By a WaLL StaerT JournaL Staff Reporter

MINNEAPOLIS — ConAgra Inc.,
adopting new taetics to cut its losses in

will reformulate products, drop others
and refuse to engage in what has become
“the deal of the day.”

One early casualty: Ulira Slim-Fast
frozen meals, which ConAgra makes un-
der license from Slim-Fast Foods Co.,

Inc., ConAgra’s Chairman Philip B.
Fletcher said in an interview. He also
sald ConAgra’s line of children’s frozen
meals, Kid Cuisine, is undergoing §cru-
tiny for probable reformulation.

ConAgra, which selis about $1 billion
of frozen foods annually, has been bat-
tling for two years with companies like
Campbell Soup Co., the Stouffer Foods
unit of Nestle SA and the Kraft General
Foods unit of Philip Morris Cos.

But tie new Iacic could backfire.
Many consumers now expect discounts in
frozen food. Moreover, competitors may
respond with even more discounting.

ConAgra also said it will take $131
million in after-tax charges against fiscal
1993 earnings — equal to & cents a
share — to adopt mandated accounting
Changes. As a result, previously reported
quarterly figures will be restated. Ear-
lier, ConAgra had said it expects to
report net of $1.62 a share for the vear,
which ended May 20.

" Mr. Fletcher said Omaha-based Con-
Agra expects record earnings in the cur-
rent fiscal year. i
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Race and the Ar

For years, blacks say,
insults spewed from a-
Miller paging system.
Now, they're suing.

By MICHAEL JANOFSKY

bed, kept awake by the words that still
scream through his haad, words he heard-
fmmnmﬁemﬂmmma:ﬂnw
rewing Company plant in Fulton, N.Y,
praduc pervisor in the packaging de-
partment, Mr. Thomas has no idea whose voice
it wai, ealling him: “Harold, the ... ape, Thom-

THERE are nights !ilrnld Thomae lies in

&t But by oarly 1991, he had grown so dis- .

traught that a psychiatrist advisad him to taks &'
leave. Upon his return aimost & yesr later, &
volce rang out over the paging system, “Wek
come back, Harold, but you're il a nigger* «
For almost a decade, through last year, many,
biack and female amployess st the plant i
Fultor, a small industrial town north of Syrs”-
cuse in centrai New Yark, say they were largets
of racial epitheis or saxual comments over the
spzaker system or were harassad by other
means, such as mMessages written on restroom
walls, obscene drawings and prominently placed
items, like a noass, that spoke of overt hostility,
Wﬂll;ibﬂmmatmcmuanmm-
sa characteristic of Miller planta, ars,
remarkably commaon (0 the Awtea"w work.

place — and may even be on the rise. Efforts by |

campanies to hire more minorities and women,
oftsn at the expense of white mailes, coupled
with the wave of corporste downsizings that has
further threatened job security, have kad to a
backiash against minority workers, Federal ay-’
thorities and management experts say.
i I:dlm': 1990, complaints of racial harass -
rough Jocal and regilona) offices of the
Equal Employment Commisaios
mﬁy"l‘f g7 1:::: year.
nes percent, 10 | last s
Among the recent cuses 13 & class actlon suit
againat the Ford charging ra.
clal discrimination and harasament. .
“It's not just limited to blue-callzr workers™
sald Mlildred Saundary, & New York-based con-
sultant on equal employment mattare. “In aca-
demia, in government, among prolessionals,
wherever paaple are different and fewer jobs
are available bacause of the economy, these
kinds of issues are commonplaee' . )
- One reason the problem pervists is that com:

Workplace

panies often deny it exists or 1ail o eradicate it
at itz bage levels, forcing victims to turn for,
action to the couris, as Mr, Thamas has. Law-
rence Kunin, genersl counsel (o the New York
State Division of Human Rights, satd that somne-
titnes & company “hax established & culiyre,
without reslizing that it's discriminatery,”

The View From Miiwaukee

While perhaps extréme, the Miller case in
Fuiton pr'::evldel a compelling study of how big-
otry endures In the workplace, even after vic-
tims compiain repeatedly and managers expert
enced in diversity are brought in to help.

At Mitler's headquarters in Milwaukee, pffi-
clais maintain that their efforis t0 catch the
Fulton perpetrators were adequate, if unsuc:
cesaful. Michael Brophy, s Millsr spokesman,
said that through the years in question senior
macagers in Fualton had taken *“‘corrective ac-
tion" in the form of a tape monitoring system
and surveillance by security personnel.

“Were we concermned? Of courze™ he said
*Do we believe the problem was rampant? Of
course not. We're talking about & plant whare
there are 1,200 to 1,400 pages a day, about 350,000
& year, more than 5 million over 10 years. How
many cffensive pages are we talking about?
Maybe 12 or 14" Largeiy for that reason, he
sald, the paging system, the principal means of
abuse, was rerained until 1ast year. . ..

A Miller lawyer in Milwaukee, Bert Butler,
insisted Miller has always complied with state
‘and Federal antidiscrimination laws. He said
that aver & 1&-year period no *formal com-'

plaint” of racial haraszment reached
the office of the Fulton plant man-
ager. He said Miller officials in Mil
waukee would nat have known about
complaints from people like Mr.
Thomas to their superiors or how the
supariors handied them.

Mr, Thomas and others « manag-
ers as well as union workers — sald
complaints were largely ignored.

How much harsssment might be
considered too . much? § in
general terms, Mr. Kunin said, “After
35 years of civil rights laws, 1 hava to
question & response of *] didn't know,"

Cont'd.)
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or ‘It happened st such 4 Jow level,’ or,
*Jt was too subtie.’ 1 have 1o question’
even one statement over a loudspeak-
ert -
Several employees have Hled com-
- plaints against Miller for diserimina-
tion Mr. Thomas and Waverly Fai-
gon, a former Miller employee who
.was laid off in 1984, presented anough
svidence to the United States Attor-
ney in Syracuse last year to have the
Federal Bureau of Investigation in-
vestigate whether Federal eriminai
civil rights laws had been violated. To
prevail In a criminal action, a prose-
cutor must show that racial harass-
ment included physical harm or &
threat of physical harm. ‘
In addition, Mr. Thomas and two
other Black ex-employess flled sepa-
rate clvil claims against Miller with
the New York State Division of Hu-
man Rights, in which a plaintiff must

. show by a preponderance of the ovi- -

. dence that discrimination occurred.

~ Mr. Faison has challenged Miller-in
New York Siate Supreme Court un-
der the same civil rights laws.

The Lure of Fulton

A van complex about 10 miles
south of Lake Ontario, Miller’s Fulton

plant opened in 1076 and quickly be- -

came a magnet for college graduates’
of all races seeking management ca-
reers. In an econom depressed
town of fewer than 13,000 residents, 88
percant of them white, it was an oasis
of diversity. ‘ :

Mr. Faison wasz a typical recrult,
part of an initlal work force of more
than 2,000. Now 43, the former Marine
with a degree in history and educa.
tion from North Carolina Central Uni-

versity was hired in 1876 as & packag- .

ing supervigor. Within thres years,
he said, he became the first black at
the plant to be promotad to middie
management, As & packaging super-
intendent, he managed nestly 75 peo-
ple, “about 90 pereent of whom were
Caucasian' he sald “That's when
the trouble started.”
 Easlly sceessed th
of telephones around the plant, the

paging syttem became s vehicle for .

foul language and sbusive comments.
“Nigger,” black employees 51y, Was
! & common term. -
| Athis ' suggestion, Mr.
- Fatson began.a written log of deroga-
‘tory remarks in September 1982,
keepihg it at &' desk a floor above the
packaging ares. “It was a fechle ac-
tempt o do something' Mr. Faisan
said. In the first three months, at
Jeast two dozen racial or sexual refer-
ences to him and other employees
were logged.

“It was humiliating* Mr. Faison
ML “They talked about my mother,
my mather's sexus! preferences,
whatever they wantad. And the lJog
shows only part of it. You couldn‘t
always stop working to run up the
stairs to write in the log.” -

 hundreds

The log was discontinued in 188,
Testifying th a 1984 sexual harass-
ment case against Milier, Bruce Olm,
a supervisor and custodian of the log,
said the abustve messages on the
paging system had anded by then
However, nearly a dozess current and
former’ Miller employees. - black
_and white, management and union —

dispute that. :
*'What bothered me 50 much,” said

Michael Oldenburgh, 2 white man-’

ager wha worked at the plant until
1984, “was that this was a company
using it commercials w poriray it-
sel as the All-American company.

. But guess what? They failed miser-

ably in Fulton."

Mr, Butler, the Miller lawyer, sald
the corporate office first became
aware of a problem with the paging
syatem in 1983, when Mr. Faison
sgnid he had baen subjected 1o two
abusive pages.'” Mr. Butler said that

. plant officials attempted to Jearn the
* Jdentity ol the sbusars, to 5o avail.

But Mr. Falzon, whe said his com-
plaints were jar more numercus,
pointed out, “If that's all [ com~
plained sbout, why did the F.BL
agres to Jook at the case?"

Meanwhile, ather objectionable be-

havior persisted..

George Clarke, a'black who retired
as superintendent of maintenance in
1688, recalled several incidents.
*Chicken bones kept appearing in my

desk,” he sald. “They also erected &
tombstone in the courtyard with a .

sign that said, ‘George Clarke, rest in
pesce,’ and there were chicken bones
sprinkiad over.the grave. These peo-
ple went to great lengths.™ —

He zaid he informed his superiors

of each incident, but never discoverad -

who was responsible, T

- Cynthia Brewer, a black who re-
signed last September, hacs a claim
against Miller in the state human
rights , rging that plant
officials discriminated against her af-
ter she spoke to the F.B.L, In her mle
as head of security and salety man-
ager, as part of its investigation of

T

Nicslas Fwetasll Photography

Waverly Faison, filing suit.

""Mr. Falson's charges.

Mr, Faison, now the human re-
scurces director for the municipal
bus company in Syracuse, sald he
once encounterad a noose hanging
from a gate and said that people
periodicaily left racially -offensive
messages on his beeper number.

Black union workera say they sui-
fered similar indignities, J,D. Smith,
a 36.year<oid machinist who has
worked In the plant since 1976, said
that in addition to harassment, black
union workers were often assigned 1o
“less responsible jobs™ than whites.
He said he complained to union repre-
sentativ state
authorities. None, lve snid, Look action,

Frank Carelli, business manager
for the International Association of
Machinists and Aerospace Workers,
loeal 2587, and & farmer Miller em-
ployee, said that “in an industrial
complax that large, sure they have
racial incidants. Nobady is immune 1o
that and I truly believe that the Milier

Brewery it no different thas GensFal—

Motors or anybody else. You just
have to-adjust and deal with it.”

Bu! & union repracentative (whao,
like Mr. Carelli, iz while) who spoke
on the condition of anonymity said
black workers in the plant suffered
*“unmerciful and unrelenting” abuse
ard that “until recently.” Miller oifi-
clals “never dealt with {t."”

Jerry Church, manager of the plant
for 10 years until his retirement in
1530, said the paging system caused
“sporadic problems.” but that he
never heard any objectionable re-

marks himself. He alzo said ‘never -

Wwas anything formally"* brought o
his attention. “But in hindsight,** he

added, "the company should havé '

dealt with ie”

Miller apparently recognizéd a
need to address racial tension st the
plant. To replace Mr. Church, It
brought in David Green, who had
spent 11 years at Miller’s brewery in
Albany, Ga. Mr. Green, wha is white,

1said his success in harmenizing a

raclally mixed work force in Georgia

earned him the transfer. (At Millar,
nelther Mr. Butler nor Mr. Brophy - -

would discuss Mr. Green's szlection.
#That's parsonnel stuff," Mr. Brophy

! -gaid, “If we discussed any aspect of

it, we'd be in trouble.”)
As Mr, Green recalled it: “When |

" got there, )t was obvious what the
problem was. Miller wasn't focusing

on the harassment. They were chas-

. Ing pecple rather than heading off

what was at the hearl of the izssus,

. and it wasn’t getting any batter,’

Contd}
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’ HMIHIHM Yok J biwrs.
_ Miller's plant in Fulton, N.Y., which was a magnet for would<be managers of all races.
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Harold Thomas, a M’llcr manager, says racial violence caused the smashed window at his home.
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Mr. Green formed a multicultural
cieering committee and instituted
“eonsulting pairs, in which one
block emploves discussed issues with
one white, or one man with one wom-
an. He alsp met with managers to
sirezs the need for attitudinal change
and got agreements from union offi-
clale and other plant leaders that any
objectionable behavior would stop, .

But incidents continued In two,
during the 1all of 1930, security offi-
cers found messtges in restrooms

people.

Harold -Thomas, now 43, wat &
graduate of Morris Brown College in
Atlanta with a degree in biology and
paychology when was hired by Miller
in 1977.'He was promoted a year later
to production supervisor, & position

« He said he felt 50 threatened-by the

- werbal abype, vandalism (a tampered

air vajve on & fromt tire, & smashed
patic window at home) and overall
atmosphere at Millar that “some-
times 1 coukin't do my job effective-
Iy.” Those feelings led to his medica¥-
leave of absence, bégiiming in Febra-
ary 199, atpartialpay. - ' !

Mr. Thomas said he. never filed & "
forma] complaint at the plant be-
cause he “had always been -lold to
follow the chain of command. ... I'm.
not a boisterous parson. If | started
ahouting and jumping on tableg, they
Wl." have thaught 1 was out of cor-
tro! ' .

But it a sworn affidavit filed with
hiz xtate case in June 1991, Mr. Thom-
as listed 21 instances in the seven
manths leading to his leave in which
he was paged in the plant or on his -
beeper in an oOffensive contaxi He'
said he notified & superior each Ums.-

‘The parsonnal adminisiration man-
ager for the plant at the time, Michasl |
C. Sigona, has since left the cony
pany, argued

. o ———

n response that the |
complaint should be dismissed be- .
cause the brewery had “done every. '’
thing it could be expected™ to do'1o
learn the identity of those responsible
for the pages.

The affengive pages subsided when
Mr. Thomas began his leave, accord-
ing to Mr. Green, but resumed when
Mr, Thomas returned {]-months Iat.
er. Mr. Green decided to remove the
paging system. A month later, he was
asked o resign. g

Mr. Green said that subordinates
had complained to the corporate of-
fice, a view shared by several former
Miller employees. Sam Crumpton, &
black who is &4 retired Miller supervi-
sor, said people in Milwavkes were
told by his collesgues that Mr. Green
was engaged in “white-male bash- .
ing” Mr, Butier and Mr. Brophy
again declined to discuss any sspect
of Mr. Green's employment.

By laie Jast year, Mr. Thomas be-
gan wondering if these episodes had
violated his clvil righis. His lawyer
recommended he meet Anita Rob-
erts, whose client, Mr. Faison, was
proceeding along the same path. Mrs,
Roberis suggesied the twe combine
efforts, in taking their case before the
United_States Attorney in Syracuse.

Enter the F.B.1.

The F.B.L “largely substantiated"
some of the allegations, according to
8 letter o Miller's lawyers In Syra-
cuse from Paule Ryan Conan, an As-
sistant Unlied States Agtorney. Bt
without evidence Lo identlly the per.

. petrators, she wroie, neither her of-

fice nor the Justice Depariment could
take any action against Miller.

Bul she chastised the cgmpany for
what “may be 8 deep-roaied problem

at the piant* and for the “‘appearance

- of endorsement-by-inaction* that al-

lowead the allsged acts (o con
Unsatislied, My..Fatson presanted

the F.B.L a-)ist of additiona) witness-

es, some of whom, he faid, “have

" direct knowledge™ of who was re-

sponsible for various of the incldents,
Mre Roberts sald that the F.BI. is
still interviewing witnesses,

Mr. Thomas, meanwhite, reparts o
work each day. *1 still look over my
shoulder,”” he szaid “They. have
threatened my life. But I'm not l&av-
ing. If 1 walk out, I'm-gone, and Miller
Wil never address fhe issue” [

LARENCE A. HOLCOMB, a 4-

year-cid manager for the Ford

Motgr Company in St. Louis,
claims he has suffersd racial dis-

- criminatkn and harasamentasa

Ford employee aince 1977, He says he
‘was passed gver for promations and.
pay increases, made the butt of ra-
clal slurs, and, after he filed & com-
plaint with the Equal Employment
Opportunity Commission, subjected
to false cisims of bad performance,
threatening his employment.

Mr. Holcomb's charges are includ-+
ed tn a class action sult filad earlier
this month against Ford in Fedeial
district court for Minnesota. He is one
of 12 plaintiffs — biack managers at
Ford acilities around the country —
with at jeast one common complaints

- that they suffered as a resuit of onfajr

performance evaluations.

Judith Muhlberg, a Ford spokes- - --
woman, 2aid the company hasa
twery well-developed and disciplined
program for considering the per.
formance of all employees,™ but

The Case Against Ford =

charges of discrimination of this kind

" arshardly unusual in Americs. Last

year, the E.E.O.C. compiled 125,217

complaints of racially motivated dis- -

crimination or harastment nation.
wide, up .5 percent from 1991. -

* “We probably get 200 queries s

week," said Paul C, Sprenger, whose
Minneapolis firm, Sprenger & Lang,
specializag in employment litigation,

. Thegrawing namber of complaints is

a result, he added, of relaxed labor-
Inw enforcement under the Reagan
and Bush Adminisirations,

- In the case against Ford, the plain-
tiffs charge that the company his
“engaged in o generzl practice of gls-

- eriminating against black persons

and denying them equal gpportuni-
ties." Ford is also charged with fail-
ing to hire and recruit blacks on zn
equal basis with whites.

This, Mr. Sprenger said, is a “‘sec-
ond generation” sult. The first gener.

- atlon mednt getting minorities hired,

*“Now,” he said, ‘*we hava 1o make’
sure they are treated Ixirly.” - .

SLFGSTIRT 02

COMP ASZE)



USA TODAY - WEDNESDAY, JUNE

9, 1993

Hefty comeback for Miller Lite slogan

By Martha T. Moore
USA TODAY ‘

Trying 10 reverse two years of sales de-
clines, Miller Lite has revived its venera-

other Miller brands, -
. Afs from Lite's new agency, Leo Bur-
nett, carried the siogan “It's'it and that's

that,” which last year turned into “C'mon,

" 1ot me show you where it's at.™ Most of the

commercials focused on young people par-""

V l GE, JUN

Advertising critics were underwhelmed.
“It was & -tremendous mistake to move
away from" the cid slogan, consultant Toim
Pirko of Bevmark says. “The campaign
was tired, but the slogan wasn't.”

Peul Basquin, Miller's light-beer chief,
says he has looked at 100 campeigns in the
two years since the all-stars were retired.
But he denies that the recent campaigns
were flops. “The ‘Cmon’ campaign ... did
an excellent job of making us more com-
petitive in the (lightbeer) category. We
had to get to that point before we could
move forward.” ’

In fact, Miller Lite, which declined 5%
in volume shipments in *51 and 92, needs
to recapture drinkers who have defected
%0 rivals Bud Light, up 10% last year, and
Coors Light, up 3%, Benj Steinman of Beer
Marketer's Insights says. Premium-priced
_brands like Lite and top selier Budweiser

_alsohave lost ground to lower-priced light
hesrs like Anheuser-Busch'’s Natural Light.

9

" Reviving Miller Lite:
Can new ads do this?

By Ira Teinowitz

Miller Brewing Co. officials be-
lieve they have found the adver-
tising fix for Miller Lite in the
new $83 .million “Can your beer
do this?” campaign.

Two years after abandoning

. Lite’s 17-year-long “Tastes great,
less filling” campaign following
the account’s move to Leo Burnett
USA from Backer Spielvagel
Bates, Miller is returning to hu-
mor but with a fresh appreoach.

The new campaign broke June
9 and replaces “Come on, let me
show you where it's at.”

“The ‘Come on' campaign had
clearly put us back in the ball-
park, and this beats ‘Come on,' ”

said Dick Strup, Miller senior VP-
marketing. “It's very effective
apainst the competition.

“We wanted a campaign that
clearly leveraged the brand equi-
ties of “Great taste, less filling,' the

« Garfield reviews Miller Lite's
new spots—Page 52.

humor and the camaraderie. This
executional device had all threg. It
beats what is on the air currently,
and it offers opportunitics to lever-
age in other areas of the market-
place that ‘Come on’ didn't have”
Mr. Strup declined to predict
the new advertising’s effect on

sales, noting that pricing battles
in the industry are again increas-
ing and have put premium beers
on the defensive.

Both Stroh Brewery Co. and
S&P Corp., marketer of Pabst and
other beers, have drastically cut
prices on their non-premium beer.
For example, over Memorial Day
weekend in Chicago, various dis-
counts had Stroh’s Schlitz beer -
down to $1.89 a 12-pack.

The Miller campaign came after
months of extensive research and
& month of tests in Denver, Mil-
waukee and Corpus Christi,

(Cont'g )
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Guy No. 1: Look, it's “Big ShotLaw- Anner.: Miller Lite presents . .. "The  Guys: Get 'Im!

Big Lawyer Roundup” Anngr.: Got 'im,
Guy Hn Z Put “Calf Hoping” back  Amncr.: Thera's Billy Pugh goin’ after  Anncr.: Brought to you by . .. Miller
on! that divorce lawyer ‘that took away Lita. ff you can combine . . . great
Guy No. 1: Let's watch both . . . his bass boat. taste and less filling ... you carn

combine anything.

l,z-—‘g.'? Sl , .___

nn'ﬂm 0;

Anner..: Gl'em taste, less filing.

Anncr.: Check it out, Bobby. Here Can your babr da thig?

oomesab;g.nchtaxaﬂomeyi
Erowd: Get m.
Guy No. 1; This is some beer,

{Conts)

Texas. Miller used its sponsorship
of NBC's coverage of the National
Basketball Association finals and
ESPN's coverage of the National
Hockey League’s Stanley Cup to
launch the new campaign, .
Besides returning to humor, the
. meEw campaign returns fo full use
of the old tagline, though in' a
slightly different form. Instead of
the original “Tastes great, less
filling”’ from New York-based
Backer, Miller is using “'Great
taste, less filling."
Instead of using famous former
athletes, the new spots offer
" viewers crazy combinations of TV
shows, created after two people
arguing over what to watch hit
their TV with a Miller Lite.

In one spot, a debate between
watching a TV series on lawyers or
one on calf roping turns into a pro-
gram featuring redeo cowboys rop-
ing lawyers (a divorce lawyer and a
tax lawyer are first out of the pate).

“We think we have come up
with {a campaign] that will put us
in the world of superior beer ad-
vertising for the brand,” said Paul
Basquin, Miller's low-calorie cat-
egory director.

The -brand needs some help.
"Lite, the nation’s No. 2 brew, con-
tinues to decline, with last year's
. shipments down 4.7% to 18.1 mil-
;Hon barrels, according to Beer

- | Marketer’s Insights.

Since abandoning the "Tastes

-, great, less filling” campaign, Lite

has gone through four or five major
advertising changes, though Miller
claims all bhut the initial change to
“It's it and that's that"” were exe-
cutional changes under a single
“pest beer” strategy.

A transitional campaign that
broke in May 1991 after Burnett,
Chicago, took over the account
downplayed “Tastes great,’” call-
ing Lite “America’'s favorite light
beer.” Two months later, a new
campaign abandoned “Tastes
great” for the product-oriented
“It's it and that’s that.”

By March 1992, “Come on, let
me show you where it's at” was
appearing in spots and four
months later had totally sup-
planted “It's it.”

By last summer, “Tastes great,
less filling” had crept back into
all spots in the line "one great
taste that’s less filling.” -

This year, the line became a
stronger focus in all of Miiler's
commercials and a main focus in
the new campaign. []

v
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Molson watchers glued to bottom lme

Cohen, president and chief ex-
ecutive of Molson Cos. Lid.,

_company off to a flying
with sume moves

year
that ohservers agree have the,

company well positioned for

E{_}Eﬁm ;'(%]gﬂma'a wuscular
markeling and_cistribution

are recently Molson has
stepped pthemllmtnntswhlle-
hat Aikenhead’s Home Improve-
ment Warehouse chain. Not
satisfied with vacuuming up mac-
ket share in ity Toronto-area base,
Aikenhead's this moath unveiled
an ambitious expansion plan
build 2 dozen of its 120,000
square-foot monsters in Varcouw
ver, Calgary and Edmonton,

F8VYESTEYOC

While these moves set the
stage for growth, they are 2 drag
oneamngsfortheshoxtwm.ln-
vestors have responded by send-
ing Molson ciass A shares
tumbling. From a 1992 high of
$36, ahammnuwh‘admgmthe
$23-$24 cange and mefting new
yearly lows each week.

The investge:{:c I:::emmunity
points to a 19 ine in year-
::gslS?mnwn imn'thqul::c:

I.I'l
writedowns as justification for
their skittishness,

Rﬁitrucmrmgmstsmhpmb-
lera-plagued U.S. clean-
ing uperativn chupped $47 million
offMoLsnnlbaIamemeelmd:t
tock provisions of $33 milion
againgt jts Beaver Lamber chain,
o i B
p in @ improvernen
market, 5 getting hammered by
none other than Aikenhead's, and
plans bo close 30 urban stures and
nt:eatlnmﬂercmtres.

Yirtually no ane in the inveqt-
ment community expects things
to get better soon. “The company
is in for ancther tough year,” says
Michael Palrmer, president of Eq-
u:ty Research Associates Inc. of

Molson either
Startup ws!:memt:tlﬂ-mil—
Yion Yoss this year for Aikenhead's
and the faster rolloot will push
e oF iy, e praie
o year,
And Aikenbiead’s is the brightest
gtar in the Molson universe,
'g;ﬂgmmammledmasnl::
ed:areperioymame
some softness to it,” said Barry

Joslin, Molaon senior vmpresr
dent of public lffalrs. *This was
the first year in a mumber of years
the company hasn't mgmtcmd a

profit improv
sey and Beaver. [Shareholders}
want sone clear peoof thatwe are
dealing with those problems
Moclson’s brewing buamass.
which kst year generated 33% of
sales and 65% of operating in-
come, is also a concern, 'Hiﬁl.bi.:er

mitted challenges, Malson sharca
are not expected to fal musch be-
low current levels, In February
the company anrmounced plans to

it’s not expected ta push up

prices as investors wait for
um

“In my opinion i's dead money
for the nexd 12 mwonths,”
Steve Holt, znalyst with Wood
Gundy Inc..of Toronto.

“Iry the Ionger term there are a2
lot of positives, the Millar deal,
the resclution of the retail &
Longer term, it’s actvally an in-
tereting story.”
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yesterday.

Labatt's Bruee Elliot toasts the Ontario lnmchmg of Wﬂdcat beer in Toronoto

llu-lrun ey
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Labatt’s new Wildcat beer

to battle U.S.

By Paul Brent

Financinl Post

PREPARING for tougher competition fram 11.S. hrew-
ers, Labatt Breweries of Canada Léd.

day launched its Wildcat discount brew in the key
Oatario market.

The Torento-based -brewer said the “popular

peived” beer, first intrnduced this spring in Alberta,
will satisfy consumers looking for cheaper, non-
American suds,

Wildcat, which carvies the glogan “We've tamed
the prics, but not the beer,” is aimed at “the
Schhitzes and the Pabsts of the woreld,” said Bruce
Elliot, Labatt vice-presidant of markating. “This is
a response to what the conswner wanta and what is
currently happening in the marketplace."

Pmed;t$2495($1451ensfarzaseof24than

beer), Wildcat is expected to soak up a sig-
t share of the estimated $60-million Ontario
market for discount beer,

The Wildcat lannch also takes some wind out of
the sails of arch-rival Molson Breweries, wl-uch to-
day ks to lsunch its own discount-priced Carl
brand in Ontario, “It,,,ﬂ’&" that our competimr
mwmdofmplans threw 4 press conference
tngether sald Molson spokesman Charles

'I"he brewer is refebrating record profits and mar-

competition

kel ghare — 437%nationa!ly due mftelyto&n
saccessful
md Labatt Jee t.hls sprlng
‘The brewing results come despite a $70-million,
orSl 12-a-share, Inss by parent John Labatt Ltd.
fiscal 1993. The company blamed the loss on a
{‘173-milhon provision from the writedown of its
. dairy operations and coxts related to the clos-
ing of its Saint John, N.E., brewery. The loss com-
pares with net earnings of $101 million (§1.04)
%222 Total restructuring costs for fiscal 1593 were

For the year ended April 30, 1903, sales were
$2.14 billian, up 24% from $1.73 billion tast year.

Eamings heforedmguwue#iﬁ!!am, up
15% Imm$142aahamlst year,

On the brewing aide, earninga before interest,
restructuring charges and taxea rose 22% to $218
million. Sales rose 7% to $1.67 billion.

Yearly sales at the cnmnmnment gmup junped
46% to 3546 millien, aided contriby-
tion from Supercorp and L from reve
nueincreases by JLL Group, the Taronto
Blue Jays and Supercorp, Earnings fell 3% to $56
million due to lower Blue Jay pmﬁrsi‘whlch offsat
gams at the Broadcast Group and

Far the fourth quarter, Labattpomdalossnf
$204 million {$2.64} compared with a loss of $23
million (36%) a year earlier,
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