
4

FYI
June 23, 1993

PHILIP MORRIS
MANAGEMENT CORP .

CORPORATE AFFAIRS DEPARTMENT

I DIRECTORS' EDITION
I

I i .• . 1 J• Y . . Y 14 t 1110 ' "

Nannyism fuels

the anti-smoking crusade

rSTEVEN HAYWARD _

• iNE IfSIIE: 7Mre', a lot of moral
..etwGOatWn in ur campaign w .umimt.
,mokirp tn Californi .. .

• taE Wlnlfe: Mr. Hryward. a nawnoker.
41.wr'h dueaorlorthe hdfic NeNrd1

• MaWU, a Le Fr.nekro-bated aAnt tah.

L ucky thing Sharon -Stone's
character in "Basic Instinct"
wasn'thaulatinfor quesaon-
ing by the police in Davis.
Had Stone lit up in the Davis

interrogation room and taunted the po-
lice with the question, "What are you
going to do, arrest me for s ?" the
answer would have been a sw~t"p~Yes!"
The always politically correct univer•

sity town ot Davis recently enacted per-
haps the most far-reaching smoking re-
strictions in the nation . Smoking out-
doors ie even prohibited, unless you are
moving somewhere. Loitering with a
cigarette is now regarded as the moral
equivalent of a coal-burning power
plant. Don'teven think about li$hting up

There Is no end to
what our government
. nannies might
regulate next in the
name of health. Don't
dismiss this prospect
iigbtty: An Atianta
based health group
has written Fiiilirry
Clinton's health task

. taree with thR
suggestion that food

be taxed according to
Its fat content to pay
foi the health-care
program - the

ultimate sin tax. Fatty
foods, alcohol, and
meat are all much

more solidly
correlated with health

risks.

Conlact: SINIKKA SARRO, (212) 8803454
FAX No . (212) 907-5502

tn your company car, even it you are
aione. Davis poliee announced tbeir first
arrest a few days after the ordinance
went into effect.
Never mind that the arguments about

secondary smoke are based an sdence
so dubious that even Galileo's lnquiai-
tors would blush. Even if one defers to
the EPA'spanic overa minuscule health
risk from second-hand smoke, it cannot
mitigate tbe fact that the inquisition
against smoking represents a highly se-
lectiveindignsuoo bordering on hypoo•
rtsy.

it Is tiresome and Ineffective to go
through all of the technical arguments
about how we asaeas relative health
risk. The satirical imaginatioo of some-
qbo ~Wu Gilberttbis into

perspective.
t+orget tae mvy: 'rodaya crew ot me
Plnalote would caricature "the modern
major moraiist" decamped in our
health and safety bureaucracies.
The Davis city bureaucrat who wrote

the anti-smoking ordinance is "the very
model of a modern major moralist ." No
doubt he drove his car a mile or so to the
office the day he wrote the ordinance, In
the process emitting more carbon mon-

tCaet~.i
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oxide ffom hia tailpipe In this one short
trip than all the outdoor smokers in Da-
vis generate fa a year.

Once at the office, our modern major
moralist pours his coffee, a single cup of
which eontaias more earcinogens ahen
bQ is exposed to in. a_whole vesr_ from
pesticide residues and food additives .
Thm he chomps a donut, increasing

his risk of cancer through excess fat
eonsumption . In fact, even aa our mod-
ernmttjor moralist is feeling quite proud
of having struck a biow againat the evil
tobacco merchants like' .J. R_ elds
and.EWlin,MOr -s, he has been eafoytng
higher dividenEfrom 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 applied to food itself
instead of just food additives - on his and

ketcnpoa (his fatty comment f a~~'1Le
mushmoms in his salad, ln fact, are also,
highly carcinogenic, according to U.C.
Berkeley biochemist Bruce Ames .
At the end of the day, be returns home

and unwinds with a glass of red wine,
which, though good for his heart, con-
tains numerous carcinogens . Tben. be
throws a log on the wood stove he bought
during the energy et'iais ia the 1970s, but
whieh emits ]as ot toxia into the neigh-
borhood air.

This unexaggerated caricature Is nec-
sssary to dramatize the morai exhibl-
tionism behind the proposals In the Leg•-
fslature in California and elsewhere to
ban smoking in all buildings, public and .
prlvate.
And as our caricature of the modern

major moralist above shows, there Isno
end to what our government nannies
might regulate ae:t in the name of
health. Don't dismissthis prospect light
ly: An Atlanta-based health group has
written HBlary Clinton'a bealth task
force with the suggestion that food be
taxed aCCOramg to lta tat content to pay
for the health-care program - the ulti-
mate sin tsx. Fatty foods, alcohol, and
meat are all much more solidly correlat-
ed with significant health risks, eepe-
osally cancer.
But the most serious objection to this

kind of grandstanding government nan-
nylsm is that it is simply u~eassary
Most buildings in California are already
non-smokittg establlshments. This ls the
result mostly of free people expreasing
their preferences in a free mAt9tetplace .
It always annoys our putative govern-
ment nannies to find out that people are
able to sort out theseproblems for them-
l4LYCa.
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Sin Tax Creates Jobs-
for Bootleggers .

By Jmv NswxoN
High tobacco taxes in Canada have

made the price of a smoke so expensive
that last year about one in five cigarettes-
was smuggleil in, largely from the U .S .
They also cost the life of Ross Diego, a
Toronto milk-store clerk, He was shot )n
the head by a sawed-off shotgun before
h)s killeis ran into the night with their
hau1:10 cartons of cigarettes.

President Clinton and his tax advisers
could 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 also
create a whole new territory for the multi-
national criminal entrepreneurs who have
honed their skills on Canada's boomtngto-
bacco black market.

The Canadian tobacco tax arose in
circumstances simtlar to those now fac-
ing the Clinton admtnistration. The fed-
eral and provincial governments were
under relentless pressure from health
lobbyists to make smoking unattractive,
'but they also badly needed tobaceo tax
revenues. So they launched anti-tobacco
measures and dramatically increased to-
baceo taxes . In 3989 tobacco advertising .
was banned, and )n 1991 manufacturers
were compelled to add warning mes-
sages to cigarettes . Meanwhile, federal
eiccise rates soared from just over $17 (in
U.S. dollars) per 1,000 e)garettes to al-
most t41. .

One effect of this policy was to 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 carton costs about f[0, two-thUds
of it in taxes . This in turn has spawned a
vast underground tobacco industry fund-
ing a whole raft of criminal operations,
such as narcotics and gmtYmtning. '

Much of Canada's Blegal tobacco en-
ters through'a vast Mohawk Indian teser
vation that straddles 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 tobacco
has arrived, it is peddled in stores, restau-
rants and bars across the country . -

But smuggling operations are hardly
confined to this area Along Canada's
east coast, fishermen supplement their in-

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

.&xport 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 documents 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
Cornwall, Ontario, recently an armed
bandit waylaid a truck carrying cigarettes
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
tractortrallers cross 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 [lils has anything to do with meeting
the demand caused by illlcit sales . A re-
cent report by the Canadian Tobacco
Manufacturers' Council (LTMC) says that
in 1992 almost 10 billion Canadian-made
cigarettes were exported. A significant
percentage of them made their way back
to Canada In iBegal shipments .

Canadian cigarettes aren't the only
problem. U.S. brands and European Im-
ports are also showing up . CfMC presi-
dent Robert Parker says: "Th)s January,
one of om' members arranged to have the
discarded cigarette packs picked up at the
Montreal Fomm for three successive
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[hockey] games. When they counted
Yhem, 37% were smuggled and 22% of
those were non-Canadian manufactured
brands, which works out to between 746
and 8% of the total. That compares with
the traditional 1% penetration of foreign
cigarettes into Canadian markets. So'it's
aoaring•°

arl6oras, not legally available in
Canada, are hot black-market items, espe-
cialty with Asians . Itronicalty, "Maribotos,
please" is the trigger-phrase to let conve-
nience store employees know that cus-
tomers are after blaclrmarket cigarettes.

The nearest Canada has come to curb-
ing the problem was in February 1992,
when the federal government imposed an
We tobacco export tax. However, it was
hastily suspended two months later, fol-
lowing loud and angry protests, mainly

from tobacco producers and manufactur-
ers. All it really did was give smuggicts
an excuse to jack up their prices .

According to the CTMC, the street
value of the contraband market was about
$1.03 billion in 1992, with Canadian tailor-
made cigarettes representing 75 .4% and

. U .S . brands accounting for 4.5%. (The bal-
ance is made up of fine-cut, mll-your•own
tobacco. )

Canada also lost some $1 .3 billion in
tax dollars, says the CTMC . But the fiscal
cost is much greater than that, if you fig-
ure in the costs of paying policeof5cets,
customs officials, prosecutors, pitblic-rela-
tions experts and other government per-
sonnel associated with monitoring or
curbing the illegal cigarette trade .

Given Canada's troubles, one wonders
whether Mr. Clinton might want to re-
think his "sin tax" and raise his money
some other way :

Mr. Newton is a Jree-lance writer living
in Tbronto: I

Business Day
aleI;cw Nork t1wo
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Squaring .Off
Over Cigarette Taxes

ByMICBAELJANOFSBY

I Never friends, seldom iespectful 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 Clinton Ad-
ministratian's health-care plan,
would devastate large paris of the
economy.

Braced for the current tax of 74
cents a pack to at least double, and '
possibly amount to more then s2

, tobaaw 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.

Another Point of Vieir
Yet opponents

ovio ~ the last 13 years own beha to

~ when ~ Fhili~ments
. Untfl April

price cuts o up to on
MarlboM and other cigarette mak-
ers followed suit - the companies
had raised prices 33 times, by more
than 350 percent, notwithstanding a
tripling of the Federal 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 tobaccos for discount brands
and improving technology.

COMP /53(5)
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'71ie 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 prYces ; to im-
part increa'sing 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
•talked about."
BlackMarket -

In either case, making cigarettes
so 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,
consumption and jobs no longer ap-
Ply.
. A study by Price Waterhouse for
the Tobacco Institute, the iddustry .
lobby in Washington, concluded that a
1s-cent tax would eliminate 114,117
jobs - or 5 percent of 228 million
jobs in the growth, manufacturing
and distribution of tobacco products
- and t333 billion in payroll losses . A
92 increase would cost 776,056 ~'obs -,or 34 percent - and =22

.6g billion in
~compensation. A survey by the To-
bacco Merchants Association. an eco-

What is the
relationship
be'lween tobacco
prices and- jobs?
nomic information service in Law-
renceville, N.J., was even bleaker .

By comparison, the increase in the
price of' clgarettes over the last 13'
years has caused job losses of only
1.33 peroent ann llyua
' Yet the Tobacco Institute projec-
tians, the industry points out, do not
reflect lower consumption caused by
state tax inereases on tobacco prod-
ucts. This year almte; 28 states tml-
sidered increases and three - New
York, North Dakota and New Mexico
- enacted them, bringing the nation-
al average of state taxes above 27
cents per pack of cigarettes.
The overall effect could easily'

drive the price of premium brand
cigarettes up by about a third to $3 a
pack from about $2.20 to $2.25 now.
That prospect is causing all kinds of
concerns for businesses that rely
heavily oA tobacco sales. For exam-
ple, convenience store operators,
which derive almost a quarter of
their sales from cigarettes, more
than any other product, are being
asked by the National Association of
Convenience Stores to put their cwn-
cerns in writing in a major lobbying
campaign .

, ' Jlmftntlwdbr7AeNewYmkTlme

Zane Hedgecock, a tobacco grower in High Point N.C., said farmers in
the area would "absolutely go out of .business, no question about it" iff
the excise tax were raised . With him on his farm was his son Daniel.

Ron Bane, the owner ot 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 wotuu neea once'new
taxes make cigarettes more valuable.
Already, he said, one of his trucks
delivering cigarettes 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 Carolina 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, a 10th-generation
tobacco grower in High Point, N.C .,
said farmers in the area would' .'abso-
lutely go out o7 business, no question
about it" If the excise tax were
raised .•

Farmers' profit margins have de-
clined while the major manufactur-
ers' profits have risen, with Philip
Morris's operating income for do-
mestic tobacco doubling since 1i186, 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 Tobacco
Growers Information Committee in
Raleigh, N .C. ; flue-cured tobacco

fCoaPdJ
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;leaves generated about $1,200 an acre
last year, a drop of 13 percent since
19g8; burley tobacco brought $801 an
acre, a 17 percent .drop since 1889.

The Tobacco Institute study pre-
dicted that excise tax increases of 24
cents, $1 and$2 would eliminate 8,1 40,
27,654 and 55,30g farming jobs, re•
spectively.
A Fine Line

"We work on such a fine line of
profit, any decline would have a dra-
matic effect on us ; " said Mr. Hedge-
cock, a 34-year-old tarmer who has
traced his lineage to William Hitch-'
cock, an Englishman who began
growing tobacco in the same area m
1852. Mr. Hedgecoek said his greatest
fear is that his 4-yearold son, Daniel,
would become the first generation of
the family not to grow tobacco.
Plant workers in North Carolina

and elsewhere aresalso concerned
about jobs. Ray ScannelL the director
of research for the Bakery, Canfec-
tionery and Tobacco Workers Union
in Kensington, Md., predicted that to
preserve margins in the face of high- er taxes, companies like hili Mor-

ris and R . J. Reynolds mt expand
operations in countries where manu-
facturing is cheaper. Since 1990, for
example, Phili Morris has opened or
improv p anrn 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 to 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 3hort o; funds~'jt retailers, their
sales falling, couW,itot pay promptly,
forcing middletijen ui carry less ln-
venmry, borrotv more money or both .

Many retailers, like small-store
owners in' Massachusetts near the
state linewith New Hampshire, are
already suffering . Massachusetts has
a cigarette excise tax of 51 cents a
pack, the second highest in the .coun-
try after NeW York's, which became
56 cenu on June 1 ; New Hampshire's
excise tax is only 25 cents . : ~
OtherSalesAffected

''Massachusetts is not only losing
tobaeco sales, but sales of everything
else," said Cathy Flaherty, executive
director of the Neiv England, Conven-'
ience Store Association. "People are
not stopping to buy cigarettes, so
they're not buying bread, gum or
candy, efther.". .. '

Those kinds of dispsiities hi ciga-
rette rette prices are also fueling a grow-
ing black market, particularly in Can-
ada, where excise taxes have in-
creased 600 percent since 1980. By
last year one of every six packs sold
in Canada was contraband, up from
one in nine the year before ; according
to a recent heportfor the Canadian
Tobacco Manufacturers Council .

u.s . $0.461 Cheap U.S. Smokes
ilarsAverage c i garehe taxes doi6

Japan 1 .06 ~ per pack. Data from 1991 and 1992 .

rFrancc
scume: CasdROn on BmwkfttrHrMb

1 .52 ~
.~ ~..

Gormnny 2.23

Britafn 3.24

Canada 3.26

Donmark 4.07

T,e New Yaek Timet-

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 councB, said
shootings, robberies, hijackings and
murders .related to cigarettes have
increased in Canada: "We have not ,
collected statistics that are reliable,"-
he said, •'butpohce agencies describe
this as the fastest-growing type of
urban crime in Canada."

lndeed, .law enforcement authori-
ties in the United States say black
market cigarette sales have grown in
high-tax smtes. One officer described
an emergence of "mom-and-pop orv
ganized crime groups," but not yet an
escalation of violence. -

'1he reason is simple," said the
officer, John Meenaghan, the agent in .
charge of the Bureau of Alcohol, To-
•bacco and Firearms office in Buffalo.
"The risk of going to jail if you get
caught is probably nonexistent. May
be you get a fine."

But many of these arguments, tea-
soned as they seem, are lost on anti-

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. Myers of the Coali_
tion on Smoking or Health'"1Mreas
no evidence whatsoever that motr
jobs -would be lost 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 thel>'
positions, as antismokers pit them•,
selves against manufacturers as so-
cial villafns, and smokers as publie
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 Senami Bill Bradley of New

. Jersey that :
would raise the tax by 78 cents, to $1•
to improve health-care coverage. f
Mr. Andrews flatly rejects predic= .

tions of economic chaos, saying In-'
dustry officials "spin their numbers
to make false points." - -

It is still far tob soon to know what '
the new excise tax w1B be . A recom•• .
mendation by the health-care task'
force will move to the House Ways
and Means Committee and Senate,
Finance Committee, prior to any Con.,
gressional and Presidential approval :'
Meanwhile, industries wait and worv
ry. , . . .

{ COMPA93i51

I



THE NEW YORK TiMES NATIONAL MONDAY, JUNE 7, 1993

-Experts Wavering on~Steep Rise

in Cigarette Tax
By PETER PASSELL '

President Clinton is eagerly eyeing a
fat new tax on cigarettes, and for rea-
sons easy to fathom . Tobacco addicts
~ are a proven menace to themselves
and others, so why not turn that to
advantage, deterring their destructive
behavior with high costs and using the
revenue to offset the burden smokers
add to the nation's health bill?

While the size of the tax is still being
debated in the Administration, reports
last week suggested that it could be as
high as $2 a pack to help cover the cost
. of the health-care plan the President is
preparing to submit to Congress'later
this vear.

"They know cigarette taxes are both
good health policy and good politics,"
says Michael Pertschuk, who was
chairman of the Federal Trade Com-
mission in the Carter Administration .
Bu): what seems like slam-dunk com-

mon sense to many people arouses
unease, if not outright opposition, from
-economists who study issues at the
intersection of health and tax policy.

Smukers 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
tfgmage they cause is probably wrong,
most agree. And while many experts
justify Government-imposed te-
straints on the ground that adolescents
and nicotine-addicted adults cannot ae-
curately judge what is in their long-
term best interests, this view is being
increasingly chaildnged .
' 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 closely with
anti-smoking advocates, an extra S2 a
pack would generate close to $0 billion I
next year. And though revenues would
quickly fall as cigarette sales dimin-
ished, the cash infusion would help
offset the cost of expanded health in-
sbrance coverage until 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-
rette taxes are more easily rational-
ized as forcing smokers to cover their

The Risks of'Smoking
The perceptions

What various groups thlnl : is ti0lika :i.7uod of a person'e dyng of Wr,fl :'
canoer cauaed by amoking

. Based tin a 1985 survegol 3,0CrJ Amerfoans conducted by Audlts snd'$unieysJnaorporntod .
Apagroup Curr.ntamolwn . . . Formaramokara Ncn- .molat. ~ . '

- ;. -- . . . . . . ,
,81K

22-45 45% . .

4oendolder ~ ~ anct '

The reaiity

'-AOtual lifetlme nsk from smoklna, .basod on a range of 1631 .
estimptes .fromvanousFoderal .eources. '

Lungcancerns'cYornsmoket

Total nsk of dying from all sn-iokinf}-relaled causns ~ . . ~,

.7otal risk ol kNing :yourcolf or somaone elsa •---
- astwk. .becausDfrlnp or eucc~d-harxJ smoke .

(InG u d!;rg !otal tisk!

~so,¢.Srr~utrv l.r,ry r, . F.ryL~vur,•v,~ w r :.lvu.r

own costs, much the way so-called
green taxes force polluters to pay the
cost of tidying thdir messes ..

Smokers do, intieed, put special bur-
ilens on health insurance . The latest
estimates, from Thomas Hodgson, thel
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 Collected
That is not the complete story, how-

ever. John .Shoven, an economist at
Stanford University, said the higher
medical costs are substantially offset
by the fact that smokers conveniently
die before their time and thus contrib-
ute a disproportionate share into the
nation's pension funds . The difference
for Social Security alone, he estimates,
comes to more than $20,000 paid in and
never collected by each smoker . .

0

?TSns,. rw. nma

Will Manning, now at the University
of Minnesota's School of Public Health,
led of team of economists who in 1989
calculated the "external" costs of to•
~bacco use (the costs not borne b)

' 'smokers) and subtracted smokers' 1m-
•plicit pension transfers to nonsmokers .
Their estimate of that external burden,
.24 cents a package, f's substantial, but
'far below the tax rate under considera-
'tian b the Clinton Administration In

IV
8

-fact, it is far less than the tax already
cotlected on most packs of cigarettes 00
sold in the United States. pa.

Ken Warner, an economist at the G52
University of Michigan's School of ~

, Public Health, pointed out that the
Manning calculation was made before ~
the effects 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 . . -
.

(ewe
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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 focusing on smokers'
faults is warranted In a world that is

full of antisocial habits, many of them
affecting society's total health bill.

"Peopie 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 tobaceo industry.
Through the 1980's, arguesPhihp Cook,
an economist at Duke University's
School of Public Policy, 'the price of

Conventional
arguments for a
smoking tax :are
stiffly challenged.

cigarettes rose far faster than ptodua
tion costs and tax increeses could have
conceivably warranted.
Joe Camel 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,
suggesting that smokers are already
paying a monopoly "tax" to cigarette

makers on top of Federal and state taxes
. lhus any calculation of the opd-

mal tax that would penalize smokers
for the harm they do to others aught to
be reduced by the amount of this trib-
ute siphoned off by the tobacco indus-
try.
The weakness of the conventioaal

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 really necessary to justify
a big tax on tobacco.

' Canada's Tax Cuts Smoking
' Higher prices would be an effective
deterrent to beginning e tobacco habit
and a powerful, motivator to quit, they
say. In Canada, where a $3 tax has
more 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 people whose "consumer sovereign-
ty" economic theorists so vigorously
defend. "I would not trust the 17-year-
old Philip Cook to be a careful steward
of the 40-year-old Philip Cook's body,"
said Mr. Cook, a former smoker.
Thomas C. Schelling, an economist 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
about tobacco are a struggle between
short- and long-term desires, in which
the powerful urge to alleviate an imme-
diate, concrete hunger conflicts with
the more abstract desire to avoid fu-
mre health problems .

All Overestimate Risks
• Quitting is obviously tough -tough-
er, Mr. Schelling suggests, than neo-
phyte smokers understand. And regret
sets in early. In a 1980 survey, he noted,
more than half the smokers 20 to 25
years old 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, anecanomist 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 correcUy
perceived the risks of smoking. The
results matched many earlier findings
that, on average, both smokers and
nonsmokers actually overestimated
the pt'obability, of death and illness
from tobacco. Perhaps most surpris-
ing• teen-agers attached a higher risk
to smoking than did the rest of the population

. That does not necessarily mean teen-
agers make good use of the perception.
But research by Baruch Bischoff, an
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 invulnerable ; " 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
percentage chances of dying actually
compared with each other 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 object is to stop teen-
age smoking, he says, why tax adult
smoking? If the'object is to save the
innocent from passive smoking, why
tax 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 a
"more efficient" means to these social
ends .

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

What probably matters most is that
a cigarette tax could be a 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 tax, on balance, justified by the
conventional wisdom? Like many of
his fellow professionals, Mr. ScheBing
is troubled: "I just don't know," he
conced.pg .-_
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Cigarette Smuggling
Lights Up Border
Of the U.S.-CanQda

. r a

Machine Gttns Blaze as Gangs
Battle Over Contraband;
Canadian Tax Rsoeipts Hit

By Rosuvru T,ttastmW
syrJ aepo .taaf T= weu. saunrrowu..

OTTAWA - Canada is expected to ex-
port a record number of cigarettes to the
U.S . this year, but few will be smoked by
Americans.

The bulkof the cigarettes will be smug-

t~he~b black tin~arkerut-~rate~ prices, i~nd»
try analysis said.

Canada exported 74 billion cigarettes
in the firstfive months of the year, up 135%
from the Year earlier, according to Statis-
tfcs Canada data Issued yesterday . Mostof
the rigarettes were trucked to U.S. ware-
houses just across the border from Can-
ada.

The smuggling is causing heavy tax
losses to t anada's federal and provincial

the Non
governments .

Rlgh~ts~Aesoela~tion
for
a

lobby group, estimated that the federal'
and provincial revenue loss in the 7anuary
toMayperlod totaled more thanone bllllon
txnadian dollats (USSMd million) .

Smuggling activlty is ditflcult to check
because much of the 5.00e-mile border
between Canada and the U.S. is only
liglhUy patrolled. Much of It is believed to
be done by Native Canadlans who claim a
rtght to move goods across the border
duty-free. One maJorresetvation straddles
the border. The contraband trade has

sm~uggldtng on
; mainly between rival

"Almost every night machlne-gtm fire
is heard. speed boats. are running the
rivers at full speed in the dark with their
lights turned off," engaged In criminal
activity. said Don tioudria, a member of

Parliament . "I am not describing life In
Sarajevo or Mogadishu . I am describing
the practice of. tobacco smuggling on the
St. Lawrence River," he said. .

A 20o-elgarette carton of legally pur-
chased Canadian-made cigarettes sells for
more than C$50. About 70% of that Is
provincial and federal tax. A carton of
contraband cigarettes smuggled back from
the U .S. sells for as little as (Z26 .

Cigarette exports have surgedln recent
months partly beause Imperial Tobacco
Ltd., Canada's largest cigarette maker,
resumed exporting to the U .S, market, said
Robert Parker, president of the Canadian
Tobacco Manufacturers' Council, an In-
dustry group .

Imperial, a division of Imasco Ltd., had
voluntarlly curtailed its shipments to the
U.S.lastyear as partof an agreement with
the Canadian government to help teduce
smuggling. But Imperial abandoned Its
autlamuggling policy earlier this year
after dlscovermg that other Canadian and
foreign manufacturers had moved in to fill
the supply gap.

Canada's other major tobacco manu-
facturers are BJR Macdonald Inc., a sub-
sldiary of RiR Nabisco Holdings Corp .,
and Rothmans . Benson & Hedges Inc .,
jointly owned by Philip Morris Cos. and
Rothmans Inc., a unit of Rothmans Inter•
natlonal PfJC.

2048159409

COMPA93(5j



THE NLW YORK TIMES OP-ED FRIDAY, JUNE 4, 1993 :

Two Bucks Will Finance
Health Care for 10 Million

By Jeffrey E. Harris

CAMBRIBCE, Mass.
T he tate of the Clinton

Administration's
again-delayed pro-
gram to• reform the
country's health care
eystem will hinge on

- sources ot revenue. Clgarettes, which
are detrimental to the health of
Americans, are likely to enhance the
health of the program

. A;2 per pack increase In the Fed-
eral excise tax an cigarettes, which is
- now 24 cents a pack, is under consid-
eration. But Cmvernment economists
cannot easily predict its impact ..An
extra $2 would bring the current av-
erage retail price to $4 a pack. Would
smoking rates dirop so steeply that
cigarette revenues would fall? ,

JfJ(rey E. lfarris, an economics pro-
fessor at M.I.T. and a doctor, is au-
thor - of the lorthcoming "Deadly
Choices : Coping With Health Risks in
Everyday Life."

No. For the rest of the 1990's, high-
er cigarette taxes almost certainly-
would continue to add billions of dol-
lars to the Treasury' even though
smoking rates would sureYy decline .

The beat way to try to predict the
impact of a major tax Increase on
cigarettes is to look to Canada, where
cigarette taxes and prices have been
rising much faster than ours

. From1994 through 1992, the aver-
age price of Canadian cigarettes rose
114 percentover the inflation rate, yet
cigarette consumption dropped by
only 27 percent, according to my cal-
culations . (Canadians pay an average
of $4 .41, In U .S . dollars, for a pack .) -

Last year, 24.9 billion 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 billion packs

. Subtracting
lost Income taxes, I calculate that a
$2 hike would add ;28 billion annually
to the Treasury. -
The Congressional 7oint Commit-

tee Qn Taxation has forecast that a $2 .
increase would yield $18 billion- -a

year; this low estimate presupposes eral revenues would be even higher.
that smoking rates would drop by 50 Why wouldn't the bottom drop out
percent, which is unrealistic. of the domestic cigarette market?

If the $2 hike actually raised $28 . After ali,-at a ;4 price per pack the
billion in revenue, that would be typical smoker would spend more .
enoughtopayfortfiehealthcareof10 than $2,000 yearly on cigarettes . ~
million Americans. With 37 million Here's why: It's hard to quit smok-

. . - ing. After a single attempt, the typi-
, cal smoker has . no- more than an 8

y ~ percent chance. of ~ achieving long-

A lllg'ller Cigawlette
. term abstinence. When prices go up,' ,

. many highly motivated smokers may '

tax would ield decide to kick the habit and do so
- Y successfully . But the most addicted

1 $28 billion . on as before.
. Overall, the demand for cigarettes ~

- Is just too unresponsive to price to . .
` expect a $2 tax to cause revenues to -

uninsured, that is a sizable chunk of . fall. For a=2 tax to yield no more
the cost of universal health care cov- revenue than a $1 tax, more than half ,
erage. - of today's smokers would have to quit . •
' Critics might argue that U .S

. ciga- An inaccurate forecast of cigarette rette manufacturers would not pass tax revenues might be haiprdous to the entire $2 tax increase to consum- the health of a great many Amerl-
:

ers- that discount and generic ciga- :cans. But genuine reform could be in r
rettes would becomelven more popu- the offing if the White House realized '
lar. if g~a, smoking rates would fall that~there /ust might be enough mon- ~
less than I predict and, again, Fed- ey to foot ihe bill. - O

FRIDAY, JUNE 4, 1993 ' USA TODAY

ACROSS THE USA :

NEBRASKA downCov. Nelson's proposal to add
another 3e to the cigarette tax to

LINCOLN - The Legislature 'provide $3.9 million more for en-voted to hike the stat I hancing teacher salaries .

cl rett i ' ng
u y 1. But lawmekets turned

QUGU CF P ti G

least price-sensitive smokers will go .

N
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Big business helping
finance anti-tax drive

Boeirig, Weyerhaeuser part of group
. . . . .T

..r.~ . .

~f ghting ~iiclget plans
7he Assodmad F. as

OLYM!lA - A cwmudttee ot WsLina-
ton's bigCat lmsines.es, includin; BoNns

~uh a4~te t~axa and put
:e Ild aa Mture taceeases.
Y'- The Ballat lasuee Analysis Committee,
:lbe members of which also inclmle
Xicma& nil ffiorris and Puget
' 8mmd Power'Co., ao far haa
eqntaibuted $40,000 of the ~171,000 Iaitia-
tlva 60Z, campaign tbnd, records ahowed

r 7~'he~s~imn malros the committee the'
blittiest slaele contributor to the antida :
eRoet Dan Woife of Safeco Iae. serves as
chairhun oltbe Sroup, wbme etaffi%ib

for the Seattle Q~ii6er ot Commeerx.
The biggest chunk of the Lnnd, nea*

to$DOM pther tniUattve i yay roc, thepeoptlONe
Peblio Diacloaute Commisdon roea~ds

1giaeet Is wefghin) :; In as Gav,
1Sike 7.owry travels the ttate ttyinE to
convlnee citisena in town meetings that
the tax-rollbaCk iMitiative would• devat-
tata poblle education .• the prison qstem
and aootal amvlcea - the biagest con.um-
ers vnder the $1Q.Y billion state bmtdeL

Tba Initiative also would effectively
! Idll the 'atate's ncw bealth care retorm
liod, drliicli'see>s to Drina basic health ;
care to all by mid-19DD. Passage of I-l02'
would repeal new taxes, mostly addition-
at levies on alcohol and tobacco intended i

to F-t

;230 tpiUion to he~p put the ;
proyram lntae(fect

But initiakive auppmtera with the
L~mmtttee to LCmlt Ta:es Noa araeelhat

writees are out or eontrolstate budget
and aeed limits to tnrplre them to•
"reinvent" a more etttcient [overoment

Alfhon~perlodoxistingare over the IDBS-
IYllS budaet ta:2s expected to brin`
in more t5an {1 billion tn new revenne, lt
wam't eaou~ to Ananee additional coKs,
mafnh ia~ and Dtitons 7awrY"
and bamoera c wmakers wid. The
Lerlilature thls aprloy imposed more

ilso reduced tstate spending by about
4700' miUlon .

The Legislature could nat reimpose
maat di thoss taua and feeu without at
leut do pktcent appItrowvonld•ltmtt ttrWal ltom,the atatero
Houae'and 8enate .
~ tncroaaea to rtaes tn penonai Ineome,
alth4W.h tbatap could be waived.wlth 75
•pet•ieat-Approval of both honaa .

The Initiative eampaio aqs .tYhas
eoilpeted about Z60,o011 Qnantr,m, more
than eneuah to qeilly 16e measure lor
the ballot In 2SOVembet: The.si5natw+em ot. :
761,a7 reldctered votars ire nequtrad,
en4 Iatitions miut be filed with the
aecnet,ry dtstate bY inls 2_

ampai5n aro theb alcohol and„tob.eeo
tndu.triac The W.shl3dtonBeer- and
Wine Wholesalee donated C4t19; An-
benserBn.ch gave $5,OOD . and Coors
Wewln5, =1,O110. An additional sR,S,000 wai
•tieted 1p by tobac~pyy) st Bill Frlt :

8oine Iwii erT. ~trfhnted a total of
•more tlian =10,Q(fD. as•did restaurant
ownars and ra1 estate aellera .

Plnne Creek Timber and the Arebi-
~Will hnd EnQineea PAC each y~ave
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Fuming Over
Gig Tcrx

By Harry Berkowitz
aTAPP WWTER

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.

"It'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, nota habit. I wish I
could quit, but it's hopeless ."

New York State raised its excise tax
on cigarettes by 17 cents a pack etfec
tive yesterd~y, to 56 cente, the highest
level of any state. But the increase, ap-
proved two months ago by the legisla-
ture, is aimed not primarily at stopping
' people from smoking, but at raising an
extra $170 million a year in tobacco tas-
es on top of the existing $552 million .

Some people interviewed yesterday
said the extra expense, along with a ma-
jor boost in the 24-cent-per-pack federal
cigarette tax the Clinton administration
is expected to propose, may be the finel
etraw in getting themd to quit - or at
least to shop around more and possibly
switch to discount brands.

"People ask how much it is and they
just walk out," said Ollie Alammari, a
salesman at Golden Pipe Shop on Seo•
ond Avenue at 80th Street, which now
charges as much as $2.55 a pack for
premium brands, including the extra
state excise tax plus a few cents eatra in
sales taL "The raise is too high."

Take Irene Lane, a 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 catting prices by 50 cents a carton,
or discount brands like . GPC and Ra-
leigh Extra at $1 .69 a pack .

Cigarette distributors warned yester-
daythattheextratauswillleadtomore ,
bootlegging, especially from Indian n1s-
ervations, where taxes are not impoeed, .
and will cause more New Yorkers to
stock up on cigarettes in New Jersey or
Conneeticut, where taxes are lower.

"I predict that there will be a diminu- .
tion of sales in the atate, a lot of people
'will lose their ;jobs, and -it will invite
organized crime in," said Arthur Kats,
executive director of the New York State
Association of Tobacco and Candy
Wholesale Distributors. In addition to-
the state and federal taxes, there is an 8
cent excise tax on cigarettes imposed by
New York City, plus an 8.25 percent
seles tax on top of all that .

The state estimates that 7 percent of
cigarettesare sold through Indian reser-
vations=tostingthe 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 8 to 4 percent annual de-
oline 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. . .
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NYPIRG calls on Empire State to raise its alread mammoth cigarette taxes
ALBANY, N.Y. (UPI -- eventeen ays after ew ork tate rals its

cigarette tax to a highest-in-the-natlon 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-suppl led
health Insurance for poor chl ldren and anti-smoking efforts aimed at the
young.
Assembly Health Committee Chairman Richard Gottfried, D-Manhattan, has

already sponsored legislation 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 families earning up to 222 percent of the poverty
level .
The program currently covers regular checkups and doctor visits, out-

patient surgery and prescription drugs .
But Gottfried 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 from the proposed taxwould also go toward educational efforts

designed to keep children from taking up smoking .
'The tobacco companies ruthlessly market their deadly product to

children through their multi-billion dollar advertising efforts ; said
Blair Horner of NYPIRG.'New York must move to counter the recent price cut
In cigarettes that Is real ly designed to bolster tobacco's appeal to
youngsters'
But state Senate Republ icans, who traditional ly oppose tax increases,

quickly panned the proposal .
'We don't favor any additional taxes,' said Chris McKenna, spokesman for

state Senate Ma jority Leader Ralph Marino, R-Muttontown . 'We think any
additional taxes right now, as our state Is beginning to see an economic
recovery, is a bad idea'

THE NEW YORX TIMES EDITORIALS/LETTERS FR7DAY, JUNE 78, 7993

For Best Revenue, Tax Cigarettes $1.26
To the Editor:

According to Je(frey li. Harris, a $2
increase in the Federal excise tax on
.cigarettes from 24 cents a pack to
$2.24 a pack would increase tax reve-
mte from $5 billion to $33 billion (Op-
Ed, June 4) . Professor Harris under-
estimates 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 S. Becker,

winner of the 1992 Nobel Memorial
Prize in Economic Science, Frank J .
Chaloupka and Kevin M. Murphy

demonstrates that cigarette con-
sumption is responsive to price . Giv-
en the addictive nature of smokirig,
consumption of cigarettes is positive-ly related to past consumption

. Ttiip
means that price response grows
over time. For example, a price hike
in 1993 would reduce consumption,in
1993, which would cause consumption
in 1994 and all future 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 cigarette ,
. consumption to decline by about 6'
percent. Based on our studies, I esti-
mate that a tax rate of $1.26 a pack
would maximize Federal, .revenue

from the excise tax at $16 billion.
Higher tax tates, such as the $2.24
suggested by Professor Harris, would
yield less revenue than $16 billion .

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

The harm done to others by smok-
ers (for example, that done to fetuses
by pregnant women who smoke) may
justify Federal excise tax rates of
more 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 professor of economics,
CUNY Graduate School.
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THE COURIER•JOURNAL. THURSDAY, MAY 27,1993 pears to be a politically acceptable
tax to increase" so "we obviouslyIndiana ma raise view it as a serious threat."y Phili Morris also plans to utye
t e Hoosiers who work in itsits tax on cigarettes Louisville plant, tobacco farmers,
and merchants in border counties to
fight the increase .

to 33 cents a pack
By MARY DIETER
Staff Writer

INDIANAPOIdS - A hefty ie-
trease in the cigarette tax may be
proposed , s an alternative way of
raising mo.tey to balance Indiana's
budget when the legislature r2turns
In special session next month.
The increase likely would hit

Southern Indiana harder than any
other area of the state . That's where
the state's tobacco 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 ;
Kentuclcy, 3 cents .
Gov. Evan Bayh insisted in an in- ,

terview yesterday that he has not
yet given up on his proposal for a 1
percent tax on hospitals' gross rev-
enues. Still, he acknowledged that
his administration is considering
several other revenue-raising
schemes, including increasing the
cigarette tax .

Democratic Sen. Michael Gety of
Westlafayette, who has pushed for
higher cigarette taxes for years, said
yesterdey that there's "a very hlgh
iikelihood 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
agreement on the exact amount,"
he said. But the tax rate proposed
by Senate Democrats in March -
.33 cents a pack - likely would be
the ma>omum, Gery said .

Bayb proposed the hospital tax to
deal with the state's Medicaid-
budget problem. Costs have been
projeaed to fer outstrip the state's
5nattces, and the governor has set
out a package of solutions that also
includes cutbacks in payments to
h>alth-care providers and a man-
aged health-care network for recipi-
ents of Medicaid.

V« W-v«~s.

CIGARETTE TAXES
CENTS PER PACK
Illinois 30.0
Michigan 25.0
`Ohio 24.0
Indiana 18.5
Kantuoky 3.0

STAFF CWARr

But the biggest stickittg point dur-
ing the General Assembly's regular•
session was the Senate Republicans'
refusal 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. "I think
it's important we get some indica-
tion that whatever alternative is
considered it is likely to meet with
success," he said.
Meanwhile, ~ Mortis~ the

largest US . cigarette manu~acturer,
has already begun an effort to
quash a cigarette-tax increase. Tbe
company 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 505 cents .
The highest in 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 SOth .
Gery said, however, that a tax

that high is not being contemplated .
Scott S . Fisher, Philip Morris' re-

gional director of government af-
faits, said that the cigarette tax "ap-

cwmMs
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l2aise the Cigarette Tax
To the Editor :
Re: "Experts Wavering on Steep

Rise 1 arette Tax" (news article,
June T): thau the costs ot smo_-
InY to the American economy have
been estimated at more than $100
billion a year - more than $4 for
every pack soldl - some argue
smokers shouldn't be asked to pay
more thrnuah higher ciaarette, taxes
because their early deaths save some
pension and Social Secarity costs.

But the burden on nonsmokers of
paying those costs. through higher
taxes and health Insurance premla
uma will not be offset until 30 to 50
years from now, when today's smok-
en beaindyinY off.

~UN 1 2 1ES3,
SAk FRANCISCO EXAMINER jNN 1

No other country In the world has
as low a cigarette tax burden as the
United Sutes, and many now impose
far more than the proposed $2 a pack
increase. All have found that higher
taxea bring In much-needed revenue,
even while reducing consumption -
especially among young children -
and sluhinS,llr'-t h r'*• costs .

Cigarettes arc IlghtlY taxed In this
country only because of the political
clout of the industry and the reluc-
tance of the nonsmoking majority to
speak up. JOHN F. BAN26AP 3D

Executive Director
Action on SmRkin&_aad Health

Washinaten, June . L 1993
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UPn 06/15 1921 AMA lashes out at tobacco industry

CHICA00 (UPI) -- Members of the House of Delegates of the American
Medical Association Tuesday took a strong stand against the tobacco
industry with approval of a measure that urges an end to al I tobacco
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'preventable mortality In the United States.'
'The evidence Is clear. tobacco companies continue to pursue aggressive,

vile advertising campaigns, spending billions of dollars annually, in an
effort to convince more people to use their deadly products ; a report
prepared for the delegates said .
'what Is even more egregious Is that these advertising blitzes are often

aimed at Innocent children and others who are uninformed 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,'

especial ly when .it comes to the use of cartoon characters and sexual
overtones to push tobacco products rather than'the reality of a cancer
ward'
'The costs to society and the substantial burden placed on America's

health care system are tremendous ; the report said.
`The tobacco Industry supports death and il I health end through Its

abhorrent advertising campaign 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

prisons and to reaffirm its commitment to smoking cessation programs In
Jails and prisons.
They also cal led on the federal government to repeal tax laws that allow

tobacco companies to deduct nearly a third of their advertising budgets on
their federal income tax

'In effect, taxpayers are subsidizing the $1 billion amount the tobacco
Industry Is spending on advertising and promotion and claiming as a
business deduction," the resolution noted .
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AMA Refuses
To, Cut Link to

-Tobacco Cash
By Howard Wolinsky

tiWl wHtw

The American Medieal
Association Thursday de-
cided not to go cold turkey
tm taking money from to-
bacco-eornpany subsidiarias.

Tbf AMA's policy-setting
liouse of Delegates at its
meeting hen overruled the
recommendation of a hear-
ing committee that the
AMA no longer take any
funds rmm fnbaem-comna-
n subsidiari

r.u r ~McArse, an
AMA Board nuuaber, said
delegates in essence made a
"business decision" which
let the AMA take the subdi-
diariea' money to run pub-
liohealth pr'egrams. such as
ita campaign against domes-
tic violence.
But Dr. Alan B1um,

founder of Doctors Ought to
Care, a Houston-based
health-promotion t;roup,
said the AMA missed the
point . •
"Then is no such thing

as a tobacco subsidiary," be
said. "The acquisition of
food companies is an effort
by'the tobacco industry to
bide their true identity and
the true aouroe or their

AMA did noti watut'o miss
out an t.he money from the
tobacco eompantet°

In '1881, Blum's efforts
led the AMA •to sell $12•
mi0ion hi tobacco stocks.
The issue arose from a

i250,000grant that Fleisch-
mann's Margarine gave the
AMA for an anti-choleaterol
campaign. Fleischmann'a Is
a subsidiary of tobacco l{i-
ant RJ. Reynolds ..
Some doctors mid the

AMA was sending a mes-
sage that it endorsed trad-
ing with "the enemy," the

tobacco induatry, whose
products contribute to the
deaths of over 450,000
Americans a year.
The AMA House last De-

cember asked . the AMA

board to pn»ide a defini-
tion of a tnbecco company
to guide acceptance ot fi-
runcial support.
The definition adopted

Thursday said a tobacco
company is a firm that
makes or telia tobacco prod-
ucta. But a division of a
tobacco compa ny Is "not
[to] be considered . . . part
of the tobacco industry as
long as It does not promote
or contribute to the promo-
tion, sale, and/or uee of to-

for public health programs.
But he said he did not know
how much it gets for ads or
cable television.

In other busineas, McA-
ree. 57, a surgeon from
South Portland, Maine was
elected AMA president-
elect. Elected to the AMA
Board in 1884,ha has been
considered in AMA circles
one of its strongest tobacco
opponenu-
And Dr. Lonnie Bristow,

89, an internal medicine
bacco products." specialist from San Pablo,

If a subsidiary became in- Calif., and the first black
volved in promoting tobao- . AMA board meniber, an-
eo, the AMA Rmuld "•blaek= nounced he will run for
list" the firm and no longir AMA president next year. If
.ecept ita support, delegatei elected, he vx,uld Le the
decided. first African-American pru-

Lerry- Joyce. AMA senior ident in the AMA's 146-year
hiaWry_ .__vice president, said the

AMA now gets no money
from tobaccoo subsidiaries

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
Federal Ban on Smoking In the Workplace"

1993 The Associated Press (6/16/93)

Tupelo, Miss: -Smoking on the job will be a thing of the past nation-
wide within two years, a member of a presidential task force on
health care reform predicted. Michael Samuelson, a niember 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 dassi-
fies passive smoke, or second-harxd smoke, as a Ciass 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 to 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 .

2048159417
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Tobacco Groups Sue to Void Rule
::QnDa '

.
. , nger m SecondhandSmoke ~

BgMICHAELJANOFSKY
Leading forces of the tobacco indus-

try sued the Federal Government yes-
terday to overturn its declaration that
secondhand tobacco smoke causes can-
cer,
Groups representing tobacco grow-

ers andd distributors, as well . as the
country'a two leading cigarette mak-
ers, PMilpMorris Companles Inc, and
the R-'J. Reynolds Tobacco Company,
asked a Federal District Court in
Greensboro, N.C., to nullify the desig~
natlon of smoke from other people's
cigarettes as a carcinogen, a ctasslfica-
tlon made by the Environmental Pro-
tectlon Agency lesj Jamta_ ry-_

. _ _i
The move was the first unified effort

by the industry to prevent governmen-
tal agenciea from~ restricting smoking
in public places

. Steven C. Parrish . a vice oresident'
and aenerai counsel far Ifiiilo Morrls. ;
said at a news conferencer in Washing-,
ton that,the environtitental agency's
linking of secondhand smoke -to 1n-
creased health risks It nonsmokers
was "among the most flawed ever"
presented by the agency: The lawsuit
accused the agency of using flawed
scientific methodology to arrive at Its
conclusion and of overstepping its au-,

.thority.

SuitCaRedPrlvolous ~ ' The,plalntiffs argued that the envb
ronmental agency had manipulated re-
sults to fit its conclusions, adversely
affecting the industry by shrinking the
amount of space available to smokers
in restaurants, sports arenas, air-
planes, trains and workplaces .

The lawsuit, which would be tried
before . a judge without a)ury, was'
Immediately criticized by anti-tobacco
groups as frivolous, unfounded and the
latest attempt In a40+year campaign to
deny that cigarette smoking causes
cancer. One anti-smoking advocate dis-
missed the lawsuit 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 Carolina because three plaintiffs
are based there, comes as the $45 bil-
lion tobacco indcc :.y is under siege by
health organizations and government
agencies at all levels striving to reduce
or eliminate smoking. The intended
effect of the lawsuit is to delay the

Government from 'praceeding with a
rule-making process [hat 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
stood, by its report, adding that an
independent panel of 16 experts had
twice unanimously endorsed the agen-
cy's position, presented by William R
Reilly, who was then Administrator of
the agency. Mr. Reilly was not named
as a defendant in the lawsuit, but his
successor, Carol M.Browner, was.

Besides the two cigarette makers,
who accounted for more than'71 p,r-
cent share of the domestic market last
'year with combined'sales of more than
$16 billion, the four other plaintiffs are
groups 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 ; warehouse operators,
wholesalers and vendors .

Fred .Bond, the chief executive of the
Flue-CLred Tobacco Cooperative Sta-
bilization Corporation of Raleigh, N.C.;
one plaintiff, said he represented more
than 500,000 famtlies 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 restrictions on
smoking. And last week, the Supreme
Court ruled that inmates who could !
show that exposure to smoking was k I
threat to their health 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 smoke 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 the United States .

The plaintiffs accuse the agency of
manipulating the results in the report
by "cherry-picking" data, or selective-
ly 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 to 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
I 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 by
linking secondhand smoke and cancer,

she-agency had set off a "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 predeterinined con-
clusion using generally accepted scien-
tific and statistical . practices, the
E.P .A. simply changed the rules," Mr.
Parrish said . "That fact alone can and
should negate ttte conclusions ."
He added, "For a governmental

agency to leave out studieS, to change
& ~ rules In the middle of the game in
oi ^ to justify a scientific claim, In my
jut.gment is totally improper ."

The lawsuit asks the court to grant
injunctive relief by declaring the desig-
nation "wrong as a matter of law and
science."

Several anti-smoking 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 lhe lawsuit wasbeing,-
used by the tobacco .industry to delay
any carrying out of new regulations by
the t)ccupational, Safety and Health
Administration.

ExSmoker's Claim Is Rejected
SpecMl tn The New V urt Timcs

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 Alfred J . Deskiewicz Jr .,
a 51-year-old design engineer from
IKirkland, Wash., who had smoked
1Pojarlboros . for 34 „years,

COMPA99(51



i
THE WALL STREET JOURNAL WEDNESDAY, JUNE 23, 1993

What's News
Business and Finance

. « x
Philip Morris, RJR and four allies

filed a suit against the EPA for ruling
that secondhand cigarette smoke
causes lung cancer, seeking to have
the report declared "null and void ."

(Article an Page et)

HE%iLTH

Passive-Smoke
Ruling Sparks
Industry Suit
. By EsEN SnAPnto

Stnff Reporter of THE WAU. Srneerlauntt .v.

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
void." ' . . .

Philip Morris Cos . and RJR Nabisco
Holdings Corp . .joined four allies in filing
the suit in North Caroliita . They seek a
permanent injunction overturning the
EPA findings and contend that the agency
resorted to "manipulating and cherry-
picking" data to "falsely disparage" ciga- .
rettes.

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

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

"Next to the Surgeon's General report
in 1964, the EPA report is probably the
most important finding that the federal
government has had on the adverse health
effects of tobacco," said Gregory Connolly,

an official with the Massachusetts Depare-
ment of Public Health .

Steve Parrish, senior vi ce presideni
and genera counse o fiTnv oer~s._con-
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 include
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 thatsecondhand tobacco smoke can
cause cancer. This assessment is based on
scientific evidence that has been thor-

' oughly peer-reviewed, and we .stand by
it .'

Antismoking activists ridiculed the to-
bacco forces' lawsuit, reflecting the wide-
spread view that the cigarette industry has
little credibility on health issues because it
steadfastly refuses to acknowledge that
smoking causes lung cancer.

"It's like the Flat Earth Society suing
NASA for publishing photographs showing
that the Earth is round; " said Cliff
Douglas, tobacco-policy director for the
Advocacy Institute, a nonprofit 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 validity of the
study.
'"They are masters of creating scien-

tific cbntroversy where there is none,"
said Dr. Connolly of the Massachusetts
health department. '

The tobacco plaintiffs maintain in their
EPA suit that the agency buried contradic-
tory 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 that there is "a
small but consistent elevation in the risk of
lung cancer in nonsmokers due to passive
smoking." And the study adds, "The pro-
Bferation 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
taxes. "The administration will see it as a
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 fiied by an unusual
coalition that includes bitter rivals Philip
Morris and RJR's R.J. Reynolds Tobacco
Co. unit; two organizations representing
tobacco growers ; Gallins Vending Co., a
cigarette-vending-machine company ; and
Universal Leaf Tobacco Co., a tobacco
supplier .

But even the tobacco 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 can 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 : "I'm not saying people should blow
smoke in the faces of their children. People
should use some common sense."

-TFinathy Noah in Washington contrlb-
uted to this artic[e. -
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Tobacco Industry Challenges EPA Finding
Suit Faults Classification Of Passive Smoke As Carcinogen

3;b00':i9&"%N11ug'caricer in
nonsmokets eaoh y6ac .

The civil lawsuit filed in U.S .INstrict
Court contends that the EPA misused
scientific data in a .n:pon-in .January
that formaBy classified second-hand
smoke as a eauu of eancer .'fhe suit
listed a number of smoking bans and
regulations that expressly cited the
EPA's declamtion of passive smoke as a
••class A" earanogen .

ILese include a nationwide ban on

the agency ttsed in concludtng
that second-hand smoke causes

B7MichaefPmneato smoking in all 400,000 Postal Service
InLoiAngeJc facilities that began June 13 and work-

Six tobacco organizations place smoking restrictions or bans at

sued the Envimttmental Protec-
numerous private employeis, including
Raytheon Co ., Southern California

tion Agency yesterday, chal- EdisonCo .,andGreyhoundLineslnc .
lenging the=sic evidence ~0°~-"•°p051d011Il$ regulationstliaf would greaUy,restrict smoking in

fedeml buildings, again, as a stated
responsetotheEPAfmdings

. "What the EPA did was more politi-
wl science than anything else," said
Steven Parrish, a lawyer for Philip
oFTms~S1C9r t o oms .' sT. d-o-

mesticm ecounit.
If govemments or companies want to

ban smoking on the basis of aesthetic
preferences, "Tnat is onc thing," he
said. "But if somebody says we should
ban smoking because it's hmmful to
nonsmokers, they need to be able to
backffiatup."

The lawsuit was filed by RIR Na-

biseo Holdings Corp.'s RJ . Reynolds
Tobacco Co . unit in Winston-Salem .
N.C. ; Philip Morris USA, New York ;
Universal Leaf Tobacco Co ., Rich-
mond, Va .; Gallins Vending Co. .
Winston-Salem; the Council for Burley
Tobacco, Lexington, Ky . ; and the Flue-
Cured Tobacco Cooperative Stabil-va-
tion Corp ., Raleigh, N .C .

EPA spokeswoman fauren Micel defended theagency's findings .
"EPA's environmental tobacco

smoke report has gone through exten-
sive saentific review by scientists inside
and outside the EPA;'shesaid .

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

Michael Greve, executivedirector of

Continued on Next Page

• puhlic comment and no explanation asTobacco Industry Challenges EPA Findmg t° ;~t~y~o~e~~ sbared by Uwer-
From pqge I survey of 11 American . studies of allowed a 5% possibility that the results sity of California at f

.os Angeles epide-
the Center for Individual Rights in spouses `of smokees. The ieport dis- occurred by chance . But for the second- ~OlogistJamcs Enstrom . ,

Washington, said the best the tobacco cussed the_results of 19 other studies ' hand smoke study, the EPA doubled - StakesAreffigh
force the EPA to re-evaluate'thu findi to COnducted'ou(gide the LJ,iS 6ut,dtd nAty;p that allowana for error to 10%then, ., , .~y~,~~~t .using i t so the y t~n get

S °PF- include jheso studte5 m lts,'.ata4sttcal, used ao addthaPp~t(~Jtsft~;tec}uuque,~E~iR~~t! said Enstrom when'the EPA
"-The question is how far they can get, analYsts to lower tty-'yw~a . a .:~*~C,/syEF"xVar anaomeeditsfindings . .

and I think the answer Bes with Con-
gress, and I don't know how much
punch the tobacco industry has in
Congress," said Greve.

'Strtistiral Handling' Critieiud

Alfred Wehner, a toxicologist who
headed a panel of scientists and doctors
who analyud the draft of the EPA
report for the tobacco industry, said the
main prpblem with the report "was the
statistical handling of the data ."

The'EPA report was essentially a

In the combined analysis of the U .S.
studies, the EPA found a"smtistieally
significant" differenbe in the 119 lung
cancers suffered by nonsmoking spouses
of smokers aud the 100 canars in
nonsmoking spouses of nonsmokers .

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

Traditionally, epidemiologists have

---~' - "'-lammi said the stakes in the sult are
At the traditional 5e% eonGdena much greater than the profits of tobacco

kvel, the EPA could not have declared companies or the rights of smokers.the association betwan lung canar and
second-hand smoke .tobe statisticatly

. signilicam. ' . . .
Critics such as Glenn l.ammi, chief

counsel of the legal studies division at
the Washington Legal Foundation, said
that amounts m"moving the goal posts
during thegame ."

"They changed the rules with no

"It's a very definite slippery slope,
and we think this is very dangerous for
the whole community ; he .said, noting
that a huge number of chemicals have
been accused of being cancer-causing on
evidence similar to that used in the
second-hand smoke arfalysis .

"It really gives the EPA a lot of power
to skew the science," said lammi .

2048159420
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Industry Sues EPA on ~econdhand Smoke
Cigarette Makers Say Carcinogenic Ruling Is Based on Adged Data

By Tom Kenworthy
and David Brown

W,.6~ Palsbawtiw.

The tobacco industry yesterday
sued the Environmental Protection
Agency in an attempt to overturn
the EPA's recent designation of
second}land tobacco smoke as a po-
tent -carcinogen that kills about
3,000,Americans a year .

The lawsuiC alleges that -the
agency manipulated scientific
studies and ignored accepted sci-
entific and statistical pradtices in

-making its risk assessment. Filed in
U.S . . District Court for the Middle
Distiict of .North Carolina by tobaa
co iiqdustry giants R.J. Reynolds and
Philip Morris and four groups rep-
resenting growers, distributors and
marketers, the suit also alleges that
EPA exceeded its regulatory au-
thority in declaring secondhand
smoke a known cause of cancer:"'
Tobacco company spokesmen

said the EPA action has provoked
hundreds of government and pri- governments have instituted smok-

"vate efforts to ban or restrict indoor - ing bans since the EPA announce-
smoking that have resulted in eco- ment .
nomic harm to the industry.
'The EPA, when it could not

reach its predetermined conclusion
with the available data, simply
ch®nged ge'neial[y accepted atatis
tical practices to achieve its fmd-
ipgs,' Dan Donahue, an RJ . Reyn-
olds vice president and counsel, said
.in a prepared statement. -

In a terse response to the f~7ing of
"iLc lawsuit against an action insti-
tuted by her predecessor, EPA Ad-
ministrator Carol M. Browner said:
'be agencyrs view is that second-
hand tobacco smoke can cause can-
cer. This assessment is based on
scientific evidence that has beeh
thoroughly peer-reviewed and we
stand by it "

Many years in the making, EPA's

Jan . 7 declaration on the hazards of ~' Antistnoking activists derided the
"environmental tobacco smoke" suit as the desperate act of an indus-~
(ETS), had no direct effect on smok- `, try' fighting a rear-guard action
ing regulations because the agency against scientifc evidence and fear-
has no authority to regulate indoor : ful of its economic future .
air quality . But as a practical matter, ".It's'really a waste of time," said
EPA's placement of ETS in the same Fran Du MeI1B, deputy managing
category as radon and asbestos, and director of the American Lung As-
its declaration that it causes hun- sociation. "What the industry is doing
dreds of thousands of respiratory is pitting their paid scientists' opin-
illnesses in children, has had a pow- ions of the research against the op-
erful impact on the movement to cre- inions of the people who really did
ate smoke-free workplaces. (Coin- „ the research. . . . This is an industry
cidentally, most of the studies exam- I : that still doesn't acknowledge their
ined by EPA concerned home-not w product kills people when it is used
workplace-exposure to ETS.) a5'intended ."
Just last week, for example, a`, The industry's position on `6fhe

House committee approved legisla- . bp~ltl! ~etfects of ,qirect .smoking is
.tion that would-ban smoking in most . tbat-smeking has baed identified as a
federally owned or leased buildings, ' risk factor for cet'tain chronic dis-
with the bill's sponsor citing the EPA sych as lung cancer but that it
study. h s~ever been proven as a cause of

Similarly, many local and state those diseases . _
governments and private building Whether the suit succeeds in
owners also have responded to the court, it is almost certainly going to
January announcement by formulat- spark a lively debate on the subject
ing policies on smoking inside build- of risk assessment, an often contro-
ings. Douahue said'that 145 local versial process . The EPA study, for

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 ficm 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.

Bifl Wordham, an official with the
Tobacco Institute, said the fear is
that the future financial impact could
be huge. "I'm not sure you could
show a dearly demonstrated finan-
cial loss or job loss . . . but I don't
think there's any doubt about the
potential," he said .

example, employed meta-analysis, a
statistical technique of combining the
results of numerous small studies to
reach a broader conclusion 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 manip-
ulating and'cherry-picldng' data ."

The suit criticizes only EPA's con-
clusions about cancer risk, specific-
ally arguing that the agency used
sloppy or questionable methods to

"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 lung cancer in
the United States total about
160.000 .

fBonfd.l
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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
therg 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 fipd an association
between environmental smoke and
cancer with that degree of certainty .
However, when the "threshold" is
lowered to the 90 percent confidence
level-where there is a 10 percent
chance any experimental result is
wrong-many more studies show a
link 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 kmg cancer.

The agency defended 'the statis
tical practice yesterday .saying the
unquestionable link between smok-
ing and kmg cancer (as,bqtween can-
cer and bigh-dose radon exposure in
uranium miners) makes xt defensible
to accept a slightly lower standard of
proof in the case of ET3.

"If you' have a body of evidence
that is pointing you toward a conclu-
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 uhance, 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 .

Staff writer Jobn Scbwartz
contributed to this reporL
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EPA *Smoking
study invaIid,
suit claims
By Janet L Fix
USA TODAY

Major tobacco companies
sued the Environmental Pro-

_ tection Agency Tuesday over a
study that blamed second-hand
smoke for cancer deaths
among non-smokers and
prompted many smoking bans .

A suit filed in a U.S. District
Court in North Carolina seeks
to have tlie EPA atudy ruled in-
valid because it allegedly ig-
nores basic science standards .

"IYs shoddy sdence," says
Dan Donahue, lawyer for ciga-
rette maker RJ. Reynolds. "It's
not possible 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 nonstnokers a
year and for respimtory prob-
lems in children.

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 MicaL

-The problem for tobacco
companies is that the EPA
study - 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 limit
smoking have been liled in 43
states and 296 municipalities,
the Tobacco Institute says .
I So far,13 states and 152 mu-
nicipalitles have restricted
smokmg. Vermont is consider-
ing a bill to ban smoking in
most indoor public places and
ban it In res taurants 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 set0e
a suit that claimed smoking
caused a smoker's cancer or
death - even though US. sur
geons 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 Smokingand Health .
"Theyll never admit second-
hand smoke causes cancer."

, COMP A93(5)
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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,capdcious" . Page 6

US tobacco
groups sue
over report
By Nikki Tait in New York

PHILIP MORRIS and RJR
Nabisco, the two largest US
tobacco companies, yesterday
sued the Environmental Pro-
tection Agency, claiming its
report on the dangers of pas-
sive smoking was unscientific,
"arbitrary" and "capricious" .
The companies claimed the

agency reached its conclusion
that environmental tobacco
smoke (ETS) was a cancer--
sausing substance "only by
pmnipulating and cherry-pick-
ing data, ignoring critical sta-
tistical studies and chemical
ynatyses, failing to account for
confounding factors and

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
exposure to ETS increases the
risk of asthma in "normal"
children. It could also increase
the severity of symptoms in

prone to asthma, thechildren
said-agency

A draft version of the EPA's
study, published three years
ago,:was attacked by the indus-
tryandwassentbackbya
science advisory board for bet-
ter justification of -its concld-
.sions. "

However, since its publica-
tion the report has been used

Sources of bias [and] violating . . by antl-smoking activists to
basic asic statistical principles" . demand more restrictions on
Their suit, which is backed

-by other industry groups, also
argued that the EPA's scien-
tific guidelines were'violated-
- The legal action follows a
high-proffle EPA report, pub-
lished in January, which
qtassed ETS as a class A car-
cinogea This is the most seri-
bus category of cancer-causing
material.

smoking in public places, and has almost certainly contiib-
uted to an increasingly pro-
scriptive climate in the
US.
Most states now have some

restrictions on smoking in pub-
lic areas .
The suit was filed with the

district court for the middle
district of North Carolina .

(EXTENSIVE OTHER COVERAGE)
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Philip Morris Wins
Small-Claims Suit
By Former Smoker. . .
Judge Rules Ex-Marlboro Fan

Was Too Late in Seeking
Reimbursement of $1,1530 0

ByJUNDA Wco
Staff Reporter of TnE W Au. SneeS:r Juuawet .

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

The case had been heralded by anti-
smoking activists as a harbinger of future
lawsuits in which smokers w,ould 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. Jacke in Mercer
Island, Wash., said plaintiff Alfred J .
Deskiewlcz 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 1970s that he had
a potential claim against Philip Morris .
That was when he tried twice, unsuccess-
fully, to stop smoking . The judge didn't
rule on the merits of Mr. Deskiewicz's
claim.

Mr. Desldewicz, a 51-year-old design
engineer, had sought $1,153 as reimburse-
ment for doctor's visits, nicotine patches
and membership in a health club that he
joined to lose theweight he gained when he
quit smoking Marlboros after 34 years. He
said he first recognized in 1989 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-
tem, she dismissed the case because Mr.
Deskiewicz failed to present evidence that
he couldn't quit smoking on his own .

Mr. Deskiewlcz, of Kirk]and, 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 10
other states, attorneys aren't allowedin

1Coetd.~
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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 represented by a
sales director . Anti-tobacco activists
delighted at the idea of a guerilla war of
small-claims suits across the country.

Richard Daynard,,a law professor who

District judge contends
plaintiff 'should have
Irnown' of the dangers

SEATTLE PO5T-INTELLIGENCER JUN 2 3 1993

Ywp~O~ /lalt

Court rejects .ex-smoker's claim

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 to publish a manual
showing smokers how to file similar small-
claims suits . A decision by a 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,

Deddewlex said hie "atcte of dental"
over amotunQa t1L prier to the 1089
diagnosis ahould have been rerogntzed by
the court a part of any addtct'a pmblem .
IIe quit Iaa 1 a9er two trka.

'ThaCa when the (statute of limlla-
tionU oloek etmuW start runoing, not
bef.ore," he aaid,

Dealdewla said he sued aner Philip
Morris ignored him. '

so Itttl"Because th t f re amoan ewas oI®tC&R IS[.AND - A d4triM court
judge yesterday snuffed out an ex•emok_ I thought, m(ctakenlR that they'd be
,CYL amdl-ciaims ault against tobacco ~emen about It," he aatd . "I got wd

whee.theql4at ignored me ."glant Phiti Horrla the worJd'. No. IIculem I 84 claim has ooat him about k0a, so
Citing the etate'a tiu+ee•year statute ot .- tar, be wid, "and that was for copies aad

]Imifaftonr, Judge Undi Jacke anid the telephone calla" Hia'tegal amt expert
'ez-amoker, Sirkl .nd deefpi ensineer Al Advice was donated, he aaitL

Deakiewicr, "knew -or -ahould have Philip Morris' New York attotaey, lmowa" amoking waaeY good for him Cliadea Wall, who had hovered, mer

prior to December 198p, when a doctor events ~~ LL eommem since early
flrat diagnosed hie addiction to dcoUne, March' a+W Jacke'a vordtot didn't anrthe Mig la tobacca prlae him and wal discourage those (n

the future who might eye the amah-elafma'
Daklewics said he was atuuned by court route aa a way of aaWea the

Jaehe'a deeialon, but would aot aay ir he yoyatty indubtry. •
would appeal to King Couna' Superior -1'here is Juat no merltto anoh a anly"

CouA /lled suit hoping Philip Morris be aLLd
. "As the judge aald, the term

would be required to pay the g1,144
.63 he •addiction ta ao abused ae to be meanlnig-

wtd he'a spent on'doctor bills, preeerlP .
. ieaem and 1f it is mean(nyea4 there is m

dona, a health-club mEmbmship and the
Marlboro,eigtretiee he smoked while
trying ta qutt

In this state, amallclatms courts ac--

cept civil-damage lawsuits for amounts
no greater than S2,sna . .

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 Mercer Island thinks the statute of
limitations ran does not mean this is not
still a very good strategy ."

(Deskieuucz vs . Philip Morris, Mercer
lslaad, Wash ., District Lburt, 16917)

. elfim. PeoQle can quit amoking . I
think thata the asaential mea-
sege," Wall said. . .

Because atmrneya are not al-d lowed to play a'vdeal role /n
ll<Wma,all<Wma catea. Deetlewiez>(m a

xeproaented himself and the mm-
, paW kas tepreeented by itt

f3iott¢west ealee director, Michael
wu present but quiet~ Pfell, vho,-

.~ w ral court appearances
aince the eese was 6led, however,
it was Pfeil who argued that,_ at
age ,to haVeewreJd long ago
about tobacep's link to . poor
health
• It was Pfeil who cited udl-

amotfng article aaerantidmoldng
araele m aueh popular magaainea

. : as Iteader'a Dieest and .Time dat-
Ingmthelg8pa - .

Before reveallnrherverdict Id
the mma but pached courtroom'
.yttterday, Jacke reviewed for
'both aldet how much reading she
/had done to prepaLe .
~ The list nnged 6om the 1962
4and 1989 It.S& auigenn .generaCc
;repottt to m4clu trom tobacco
trade Joutmtt. Aa of it was patt of
(he record, ahelntd. .

USA TODAY • WEDNESDAY, JUNE 23, 1993 TOBACCO SUIT: Ajudgerejected
Al_DesMewi(x's claim that ciga-

- ' . rette maker Philip Morris owes

~ ~t'swh~~lt~ ~ao~NATIONLINE appointments, nicotine patches

By Ddve weaver, AP
DESKIEWICZ'Fght
isn't over'

FROM usa row.rs rulauat NEws Netwauc and a health club membership to
shed weight he gained. Judge iJn-
da Jacke said the state's three-year
statute of limitations expired long
before Desldewi(x IIled the claan .
"The Lght IsaR over;" Desldewla
sald . He's considering an appeal

(EXTENSIVE OTHER COVERAGE)

btm i1;154 .53-the cast of quitnng
smoking after 35 years . Des-

and might seek a teen-age smoker to Ne a claim within the
three-year limit . (Secondhand smoke lawsuit, lA)
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Tobacco Firm Wins Suit
Plaintiff attorneys were unable to win a

liability suit against American Tobacco
Co., despite a 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 a much easier standard
than plaintiffs typically face in such Utiga-
tion against tobacco companies . ,

But 11 of the 12 jurors, after deUbemt-
ing for about two hours, weren't persuaded
that the smoker died berause of the Pall
j4tal)sbeamoked heavily for 45 years. The
smoker, disabled military veteran Ander
son gmith, died in February 1988 .

Attorneys forAmerican Tobacco, a unit
of American Brands Inc., Old Greenwich,
Conn., had argued that Mr. Smith's history
of urinary tract infections and kidney
ailments was a .major contributor to his
death. The tobacco industry has neverpaid
any damages to a cigarette-liabUity plain-
tUf .

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

H7R Nabfsm Holdings Corp.; which
wasn't a party to the case, Issued a state•
ment that said . "This case once again
demonstrates that even when the jury is
denied the opportunity to bear key ele-
ments of the tobacco industry's defense,
they conclude that these cases are without
merit ."

(Jeanette Wifks vs . Aruricaa ibbacco
Gb., Ctmdt Cburt of Washington tbuaty,
GreetttnTle, Miss., 91-1P,J55 (B)(W))

TUESDAY, JUNE 8, 1993 ' USA TODAY

ACROSS THE - +iJSA :

MISSISSIPPI
GREENVILLE - The stateS •

new roductrlt" law vl[to-
auy' pesou a u searllprrul-

ing are liable that f ~e~~ ~m
problemg

. The Lrat teat begtm tPday with Jury seledion In a trial
pitting a loagtlme amokeYs family
agaiaat a tobacco company and a
cigarette dlaMbutor.

THURSDAY, JUNE 3, 1993' USA .TODAY, . .~

ACROSS THE USA :

PUERTO RICO -1y
- :-SAN JUAN -1M Hooee aad~
Senate approved a ban en,Ls smo~c-
n in yab butl I~ seheotg n-'~~,. em ousea smoqog1se6
oas~Ti fe se ~up. The House

added a provision forbiddtng~
smoldng at pubnn sports (adntie4 ;'
Nert a conference cmdmtttee . : .
Gov. Pedtn Ro3el.lo elgoed a law'.
abolkaing the locel Appeels Court'
created by, ez gover,noi Rafaet
HemaadezCotoa. Uwasapaun~t lastmmmt"~0~. ~ . , I

INDIANA
MUNGE = The ho.6sad ef a,

eane wbo ed nf tan¢ eaeeer
has sued a mnue er teberrn Um+a
clah secondhand sawkc

es a ea , nU-
t ey wUa. ~U4dted,

57, got the disease while working
wifh smokets at the VA Hospltel .
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Judge postpones secondhand
smoke trial

JACKSON, Miss. - Burl Butler of Laurel 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 inhal-
ing secondhand smoke in his business.

On Friday, Hinds County Circuit Judge Robert
L Gibbs postponed the trial that had previously
been set for Nov. 29. Gibbs did not set a specific
date, but he said it would be in summer 1994 .

"It looks as though if they can da'Jay it long
enough, I won't be around," Butler, 59, said 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 a Jury .

Butler, a non-smoker, filed a $25 million law-
suit in October 1992 against six national tobacco
companies and six Mississippi wholesalers of ta
bacco products . Attorneys familiar with tobacco
industry lawsuits said they knew of only one oth-
er suit in the nation that pits a person, suffering

"it looks as though If they can
delay It long enough, I won't

be around."

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 family medical history .

Butler's lawyers are seeking to add to the law-
suit claims that tobacco companies fraudulently
conspired to conceal from the public infotffiation
that would have shown cigarettes to be a=health
hazard, said Ixxington attorney Don Barrett,
representing Butler. r,e
"Our proof will show the tobacco industry

knew by 1953 full well that cigarettes caused '
lung cancer in droves of people," Barrett said .
Barrett said the tobacco companies publicly

advertised that they were conducting afi .inde-
pendent study to determine if smoking aa3 haz-
ardous. Barrett said the companies then privately
funneled all the research findings through law-
yers to give it the protection of an attorney-client
privilege and keep it secret. Butler's lawyeis
want access to research documents sealeif b_v a
judge in a tobacco lawsuit in another state .

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 in the ; case,
as was sought by the tobacco companies:

Bud Butler

from illness against tobacco sellers in a 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 company lawyers are already
makmg plans based on the expectation that But-
ler will die before the trial begins .
Tobacco lawyer Michael 1Jlmer 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 tb 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

DAILY NEw9 !9 YVetlnesday, June 2, 1993-

_ .

N(om can pao#f in front
of tcids. GernEan cuurt
A4iFNICH; GermanY - A German court ruled

; yesterdag that a : mother canlegatlysmofcein ~
front of her two chitdren;'
. The'Munlch court threw~out a case brought by

the woman's mother; who claimed that passive
_smoking.was.harming.her.graodchildren, age11 ,
~ :'14and;4Vi

The court'said that while smoking was harm- .
fulj~FnT n fiec i was an acceota i rlEa,.lal .
_~.-__-
<. : filndividuais are not bound by law ,to stop
smoking when they are in the .same: room .as ;
nonsmokers," itsaid .

. . . . . ...r.
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Makers are accused of
suppressing evidence
of health hazards.

Criminal
probe on
toba~cCo
p. A 1 B. Barbara Dcmkk

iNqvaaraarxndattr.n
NEW YORK - For yp.ara, the to•

bacco indpstry has enJoyed an envi.
able record In the courts. Despite
more than 300 lawsuits, filed by ex-
amokera and their families, It •hea
never paid out a dime In damages .
But now the fnduatry facea a new,

potentially more formidable adver-
sary - the U3. Attorney'a Offfce in
Brooklyn.
The office /s conducting a eriminal

Investigation Into charges that to-
bacco companies auppraveed evi-
dence of the health harards of ciga-
rette smoking. Attorneys familiar
with the ca .-e say that ~rosecutora
believe charges could be brought nn-
der federal mall fraud, wlre fraud,
conspiracy or racketeering etatutea.

It an Indictment is Iseued, it would
be the flrat time crimtnal charges
were leveled against an industry that
the U.B. Centers [or Aisease Control
link to 134,1q0 annual deetht
The InvestiggaUon revolves around

:hc Council for Tobacco Reseerch.
set up In 1951 wlth tobacco Industry_
funding. The council was to fund,

LZF 6 2TST1 Q 9

PHHAOELPHM INQUIRER

Independent research to "learn the
truth" about smoking and Itealtlr "la
the moat objective and sdentlflc way
~ bl~e," said one lnduatry advet•

But critics and litigants have I'
leged otherwtee.
EMy nast year, In a New J

lawsnlt Bled against the conucll
the daughter of an oxamoker, U
DistrlctJudge R. [.ee 8arokin In Itew
ark iseued a xathing denunciatio
of the council.
"A Jury might reasonably conclude

that the induatrya announcement o4
lrolosed Independent research . . .

• was nothing but a public relattons,
ploy-a fraud todefled the grawtq
evidence against the industry, to eni
courage smokera to continue and
nonsmokers to begtn," opined Sare-
kin.
73e Judge's oplnlon piqued the In-

tareat of federal proaecutors .In
Brooklyn.TheoHlce,underthen-US
Attotney Andrew Maloney, was
knowa [ar Its aggreasive pursuit of
wbitecollar and corporate crimes .
One of Its best-known cases was the
1991 guilty plea•of Eastern Airlines
for faLsUying aircraft maintenance
records.
A criminal lnveatlgetlon was soon•

launched. f4ople familler witk the ;
case aay the federal prosecatora haven )

n redewing thow.nds of pages
nternal copndl docnmenta for

JUN 0 71993

the taat yevdkfore reientiy, they
hwa starte queryfng tobacwlndua-
try experts about potential witnesses
to teatltybefore a grand )nry, sources
aald :

1 think a very simple, but very
perauaaive ea.e could be made. The
evidence fa very powerful that the
tobacco companies decided to pre-
aetve their profits by pretending, in
bed faith, to be doing research into
whether ~smoklng la really haard-
ou:," ee/d-RrcT-ard Da;nard, a law
profeaaor at Northeastern University
and an antl4moking advocate .
Donald W. Carner, a law profeasor

at Southern Illinois University who
has also spoken with the U3 . Attor-
' ney e Offke about the case, says that
criminal charges could more likely
prevail where civil suits have failed .
Garner said juries In civil cases

have been reluctant to award dam-
agea to former smokers "Jurles hate
smokera. They went to know why a
smoker dldn't quit . . . ipstead of go-
lug out and hiring a lawyer," he said.
The Council for Tobacco Research,

based in New York, declined to com-
ment and Its attorney did not return
telephone calls.
Phill Mor manufacturer of the

best-se g arlboro cigarettes, has
retained a criminal defense attorney,
former New York US. Attorney Rob•
ert Fisk, who said the company waa
"cooperating fully with the invest6-
gation"
Both phRtp MorrW and RJR Na•

bi~coy the seeand-largest c g`C ntie

manufacmrer. have acknowledged
the invesUgatlon In recent filings
with the Securities and Exchange
Commission.
Zachary Carer, who baame IfSS

attorney for Brooklyn last week, said
through a spokeswoman, "It's an in-
vesUgation and we cannot com-
ment."

s
The Council for Tobacco Research

gew out of a December 1953 meeting
at New York'e Plaza ffotel between
er.ecutlves of the top tobacco cmpo-
ntea and the public relations firm
Hil1 & Knowlton. It had been a trying
year for the lndnstry following pub•
liution of several studies linking
cancer to cigarette smoking.

l:veryone was shocked . . . . The
tobacco industry prided .itself on bo-
ing a genteel, pleasure-giving Indus-
try. . . . Nobody thought that smoking
was sapposed to he gorol for you, but
It never occurred to us that it was
dangerous," James Bowling, ∎ re•
tired Philip Morris director, said In
an Interview.
"We hoped Ithecouncitl would bea

mechanism to discover what caused
caocer. . . . Our belief was that to-
bacco would be totally exonerated
. or that if cigarettes were found

responsible, they would identify the'
Ingredlent that uuxd uacer and It
would be removed."
"We had that kind of poat-World

War R belief that If yop pursucd a
problem dutlfally, and poured
enough money at 14 you would come
up with a solutlon ."

fCoetY.l
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With much featare, the council then was dented petmiselon to pub- council was more preoccnpbd with In getting Sarokln removed from the
was Installed In offiaee at the Empire Iish.Ou one occasian, when he sent a serving as a "shield" and e"front" to case. A new judge has not yet been
StateBuBding .Tobolsterltscredibil- paperoahisflndingatotheNational protecttheindustryfromlaweultst appointed .
Ity, It hired as sdeatlflc director Cancer Institute, he said, he received Internal memas show that the Marc Cdell, the Short HiHs, N .7.,
Clarence Cook Lltlle, a former direa a visit at his Maine summer bome council prepared trlal witnesses, is- lawyer who filed the H'aines case, ,
tor of the American Cancer Soclery. from council ofBcials sued news releases through Hill & believes the US. Attorney'a Office
It ∎ppointed a board of 190 scientists `They arged me to withdraw the Knowlton denying any il1-halth et has been more sucriseful in subpoe-
and doctors, a board the Industry submitted paper, never to publish feem from smoking and helped to naing council documents thm he
would later say was "oompletely .2o-- eoy data without their permission discredit other independene stadies has .
tonomons." or, failing to do this'never receive'. that suggested otherwise The federal prosecassra still have i
The conncil quickly became a pow- another penny ; " Homburger tt- What happened when council- their work cut out for them In detv-,

erful player in cancer resarch, dol- called. funded research came too close to ing Into alleged crimes that date
Ing out millions of dot- gventually, tke caun-' Bnking cigarette smoke to ancer? 6ack b the 1990e, tbe prosecutors
larstuuniveraitlesand An a~~~.y~,, cii agreed to let Hom- gwasshifted/ntoasecretive,"spe- could run Into problems with stat-
hospitale. ~~sl bargget pubtish, If he cid projects unit" directly under the tna of limitations . It is also possible
Retired chemist sayseriminal eliminated any refer- contmlofthecounclFSlawyets.That that defendants could challenge
Miasuing Hagaplan of once to the word cat- way the council could avoid having whether the Brooklyn U .S. attorney
Mason Research lnsti- charges could cer and substituted in- unfavorable research subpoenaed, has Jurlsdidion, although theprox
tute in Worcester, prbyaii Mlilel'e mead Ihe term because it could be protected by at- cutlon side quips that people In
Mess„ says the sden- "pseudoepltheilal by - torneytlient privilege. Brooklyn smoke, toa
tlats were always aware civil suits have perplasia ." Edwin Jacobs, longtime attorney Lew professor Dqnard believes
of their dependence an gaiiEf~" In 1974, Homburger for the council, told other lawyers any potential case would be strong-
thRtaMecco money, and went to Atlantic City to for thP r,nlrtr.rn In4usiry In 1981, est ngeiwl the councg, but notes
thatltcouldbeyanked read his paper at a "(he idea was that ihe lcouiicl,"sl "therelsacertainanraailtytocorpo-
at any minute. meeting of research biologists. He scientific director would review a rate criminal indictments. . You can't
There was a sense, lie sald, that "as was to give a news conference as yntjrcG It he . . . did not like it, then put a corporation in Jail. It 13 a much

soon as the research got to a point well. Hnt when he arrived, Hom- it became a lawyer's special project," more effective case il yoa can ga
whereone could atart evaluating the burger found only an empty hotel according to court documents after the ringleaders ."
results, the council withdrew the room. Even though thousands of pagesaf Whatever happens with the ceee,
funds,saying,'Ohwell,wegotallthe Decadeslater,lawyerswhosued councildoatmentswerereleasedin antl•smokingadvocatess .ythereal
lnformation we need! " • the Council for Tobacco Research the :L•.inas ease, there are an estl- contribution of tbe criminal tnvesti-

For example, Freddy Homburger, found a letter In which a cauhell mated I,Spp pages of "special proJ- gatlon might be simply to unearth
the reUred director Of cancer re- public relations person discussed rctS^ documents che council has more of the secret history of ciga•
saarch at Tufts llniversity in Boston, sabotaging the news conference . withheld under attorney-client priv1 . rettes and cancer neseerdt .
has testlBed In a clvll suit that the Much of what is known about the lege . "1'here ere an Incredlble number
council attempted to suppress his muncilcomafromrlawsuttfiledby .IudgeSaroklnruledinFebruaryof af internal documents that no one
findings, showing that cigarette Susan Haines, a Philadelphia lawyer last year that the documents were has seen," said Cliff Douglas,tobacoo
smoke /nduced cancer /o bamsters. whase father died of cancer 1n /9g2 . not covered by attorneycllent privl- pollcydlrector of the Advacacy lastk .

Homburger had received grants Documents unearthed daring the lege, and therefore should be turned lute In Washington . " And some• ,
-*rom the cmmell to resP.arch the ef- Haines aae, still pending In federal over Immediately. fn September, the where in there, there r,onid be the
fects of cigarette smok:. but seid be court in Newark, suggest that the tobacco companies were succusfal smoking grn"
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Children's Exposure to Tobacco Smoke
Is Found to Cause or Worsen Asthma

Reuter

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

Although doctors have suspected
a connection between asthma and
environmental smoke for years, the
link has been circumstantial, based
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 Journal 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

urlne. 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
number of asttima attacks each

Researchers urged
"systematic efforts"
toivard 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 ellness, 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-
:nonczyk of the Foundation for
Blood Research in Scarborough,
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
Environmental Protection Agency,
using the results of 30 studies, con-
cluded that secondhand smoke can
cause cancer in nonsmokers .
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FDA to %ri wer=the4un.ter
Smolairig Deterrents

By John Schwarta . , . . • . .
wa:avea.~sr,ew,~

;~ Dedazing that no sinoking deterrent products
sold over the counter do what they say they do,
the Food and Drug Administration announced
:yesterday that it will ban new shipments of the
'products starting Dec . 1 .

Such familiar brand names as Cigarrest, Ban-
~n Tabmint and Nikoban fall under the pmhi-
batiOn, along with more than two dozen others .
nhe products usually are sold in pill, tabkt ; loz-
enge or chewing gum form . The agency will allow
the products .to be sold until current supplies run
tnrt. .

. . . . . . . .

: ; The action is pait-of the FDA's ongoing ex-
pmmation of products sold over the cmmterl

In a statement3 FDA Commiseiaier David Ar kesslcr said
: "Smoking is one of the natiou's lead-

ing public health risks, and we favor any safe and
effective methad for helping people kick the habit .
However, to reduce smoking-related illnesses and
deaths, smoking deterrents have to work."
`, The ban does not affect prescription ptoducts
such as nicotine patches and Nicorette chewing
gum, a product by Marion Merrell Dow Inc . that
Mntains nicotine,. Mariaa Merrell Dow has ex-
presaed an interest in gaining FDA approval for
switching its product to nonpreseription status,
agenay •officials said . But 'before allowing a
sdiitcb, the a'gen•Cy rvouild ntkd'tS consider care, :
fUlly Neorastte.'d'otYh potenNal fbt'addiction," the
announcemettt, stated . .. .. : .

Many of the.oveX-tbecounter products eoutain
lobeline suNate and silver acetate . The industry
has loiig'claimedtliat .lhese substances confuse
the body mto tbinkibg it has ingested nicotine,
pToviding Aortie'of the stimutus dicotine gives and
thus slaldng the'craving for a amoke. .The FDA
said that atudies have not proved the effedive-
ness of the subatances .

The agency said it woukl work with companies

to develop nep products . Among the companies
~ tliat Gave contacted the FDA about conducting
studies and . clinical i trials is . New Life, Heatth
•Products.Corp. .of .Moriis Plains,. NJ., which is
interested. .m, .developing a silver acetate-based
smoking deterreuty an FI)ASpokesman 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 syatem is an effective
stopsaroking • product ." Cigarrest products,
which include a self-help audio cassette course as
well as gum and lozenges, cost up'to =1$.95•
each. Cigarrest has the largest shate of what
induatry officials estimated as a sf0'miliion-a- .
year over-the-counter antismoking market

Stapleton said that Cigarrest has helped 4 mfl-
lion people stop smoking, but he noted that seH
control is far more important than any chemical
properties in his product .

Cigarrest's packaging states expGcitly : "The
effectiveness . . . is directly related to the user's
motivation to stop or stay smoke free ." Materials
supplied with the sel[ 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 lobegne
aulfate in Cigarrest but would not identify a sub-
stance it'wi7( use instead. Other products made by
the company, based in Laurel Hft ., Calif., include
ChokstControl, InsomAway and PMS Solution. '

Bantron is manufactured by Dep Corp ., a Cat-
iforoia-based 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 official for a manufacturer who did not want
to be identified questioned the FDA's judgment in
going after such a small and seemingly innocuous
dass of products=whether or not the products
actually work. R never got cured by a cold 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 do."
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LA XGR-Smoker Bill, La Bjt,290 Smokers' Bill A roved B Le islature
BATON ROUGE, La. (AP) A ac e strong y by powe

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
habiL

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 : 06/09/93 22 :53

The Star-Ledger WEDNESDAY June 9, 1993'

Anti-smoking groups fume
over 'Made in America'
ByMARILYNBECKand mlent. The decision was simplq made
. STACY JENEL SMITH that Ted Danson's character should

BOLLYWOOD-Anti-smokin take on the appearance of the Marl-

, groups are up in arms over Ted Dan- boro Man
."

son's heavy use of cigarettes in "Made No matter what the motivation,
in .̀ America"-and the blatant place- J~ Bergman, executive director of
ment of Marlboro ci~~ar ttes through STAT (Stop Teenage Addiction to To-
oUt the 6tm

. bacco), is convinced "'Made in Amer-

1 Joe Chernerof SmokefreaEduca• ica' should not have been made the
tional 3ervices blasts "11 it's a paid it was-particularly appealing, as°'~'
product placement-and it eertairtly rt .does, to young people and African-
lopks like it is-it's horrendous and Americans, which'are two of the to-
outrageous. Even If it's not, it's a terrl-, bacco ~~s prime target mar-
ble situation."
: A Warner Bros, spokesperson in- V V V -

sists, "No money was exchanged and it --
was not a matter of product place-

Ted Danson
Marlboro Man manque

CAMPA93(5)
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: If L.A. ban holds, smoking and eating won't mix
By Haya En Nasser
USA TODAY

LOS ANGF.LFS- Restaura-
teurs across the country are
watching to see If this city be•
comes the nation's largest to
ban smoking In aR eateries.
The t.as Angeles qty 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 Gock to
I.os Angeles because they can
come to a restaurant and they
wott't have to worry about ob- AP
noxious smoke ruining the BttAUDEt People 'won't hove
meals they paid hardearned to worry about obnoxious
money for," says Councilman smoke rub" meals .'
Marvin Braude, an antismok-
Ing crusader for 15 yeats. a restaurantb spatx. It would

California long has been In Isupetaede local ordinances .
theforefrontottheno-smoking But the city seems deter
push. Of the 56 dties and coun- mined to move ahead, and
des that ban smoking In restau- ' neighboring cities such as San-
rants, 49 are In Califomia. ta Monica and Beverly HgL9

And now, the state Senate Is are expected to follow suit .
bracing for a showdown over "What Is proposed in Celifor
two smoking bilis just passed nia Is likely to hit ag actros, the
by the Assembly. country," says Manny Mighdoll

One would ban smoking In ot the Florida Resleurant Asso-
all Indoor workplaces. clation.
The other, backed by the to- Calls are pouring In from

bacco industry, would limit antismoking advocates In New
smoking sections to jttst 30% of York and Seattle who want to

use the Los Angeles ordinance
as a model, says Kevin Goebel
of Americans for NonSmok-
en' Rights In Berkeley, Calif.
That worries Michael

O'Neal, owner of the popular
O'Neal'a restaurant near New
York City's Lincoln Center .

"In the real world, there are
people who ImLst on smoking"
he says. He teats'he'd have to
redesign his place to separate
the bar from the restaurant.

New York state law now seb
aslde 70% of tesmurant seating
for nonsmokers. Eisewhere:

!•'Chicago, which required
noemoktng sectiolts but never
set ]lm1b, ]ust began requiring
that up to half the seats must go
to nonsmokers .

• blorida health groups are
pushing for a statewide ban on
smoking In public places . State
law requires restaurants that
seat 50 or more to give 35% of
seating to nonsmokera
Smoking-ban opponents

such as Jlvan Tabibian, . the
non-snmking owner of fashion-
able Rend's In Santa Monica,
fears Los Angeles will become
the guinea pig for other big cit-
les toying with such a ban .

His prediction: This retxs•
slon-battered city will see more
tourism dollars go up in smoke.

No:smo king in post offices
Beginning Sunday, sttibk- Union says the union want-

Ing will be banned in the ed a six-month lead-In for
U.S. Postal Service's 40,000 workers to stop smoking.

. fscllities. - Burrus says members
Postmaster General Will file labor complaints

Marvin Runyon says the -tiecause the ban was im-
banirtcludea lobbies, of-- pi7sedwithoutbargainingd flees and cafeterias, '"their attitude is'just do

The action Is due in part It,' and 'if employees don't
-~ to a January >:nvironnlen- abide by that, we'Il fire
tal Protection Agency M them,"' he said .
po r t that secondhand "On the - heels of the
smokecauses3,00llcaaesof . (postal worker shooting)
tung cancer among nob• ~ tragedy recently in Michi-
smokers each year, postal gan, it would seem they

" ofli•ciaLs say . would be more sensitive .
Postal ServIce spokes-= "We have a number of

a"otnan Monica Hand says employees who are addict-
the action Is an effort to ed to smoking. Just because
provide a safe and healthy the postmaster general says
emArohmentforcustotnets smoking has been banned
and workers. . " doesn't mean that addiction
William Buriits of ttre' isgoingtoend."

American Postal Workers -GaryFields

By allowing smoking in bars
but not In restaumnts. Tabibian
says supporters show that their
Intent has less to do with setting
health standards than with reg-
ulating personal tastes.
"Are we regulating offen-

siveness or are we regulating
health?" he asks. "Because If
we're going to regulate ofien-_
siveness, I would like to elimi-
nate Giorgio perfume from be-
Ing worn by women in
restaurants."

M6qTSP69



WE M rr rM
5 . shopping
malls ban
smoking
rf `Siyn vt !he denes's

Western Michigan
centers try to snuff
secondhand smolce.

Mil Dadd w. Yaelcytiriee
T8C ati4BOtT NEWS E'I/2

Five ma14 in western Michigan
.cbl h.a ame staRina Sept . l . but
itetro betroit pufleR don't have to
tnrty about amoka-10 ee ma14 - ya.
' The shcooina antaa near Ka/a-
nnaxoo and Ba _ttle Ctaek will join a
3aad[ul of inelb in other atama to
Y»istate Omo>e>~ hana.

'7ri something tlut's going to
Zappan aoywaydoam the road, so we
cemded to teke a pro-actiw apprac6
ror rather than waft for the ;oveta-'
tseat to aet,'taid Paui 81nem . pna-
ei of the 1ae;at of the five

MAMM ~Aapotaem~en~far tl PT b ao
Imtituta in Washin;fon, D.C., called
the move •~acriminetoty" and• eaid
'it would drive many'eonauneta to
other ma1M.'

Manageta at DetroiGaea shop-
ping eentea qy they have no plana
to ban amokin`. But some, inehviing
Faitlaea Tcan Center In Dearborn
and Oakland bfaIl in 'I'toy . have
de.igntted afaa for aon-amolrers .

"I. Wool8n4 have a total b.n on
t.moking beaevee ii would alienate
wme ^•~^"~ ~~ ae9dJeanne Hildr-

,~f1 1$ ~
hnadk mapaeer oi Livonia
Malt ~t wmadqy bave

a- but have non-
m took.r. .nd°,n-,moe.=

Claedia Pt.detiekL marketin` di-
reefoe at Wut]tnd 8hoppias Center,
said, 'W. haven't erven dieweeed
nhanp'ing at thie point, iwt a numb+r

tohs~u It'sathin~~ t~ mul~=rw

-19 Somen~.L Con~TYoy,
'IYIII, ~9Va'u ~Wt~rili( 1ihY im1C. 17Ya

m d.ohioD bae been made .•
.9mekmig ie bauaai by IaN in

afataas themeeivee. but not in aom-
awa arma.

The alliance of ma1L . in 'weat
Michillaa inehulas ownen from com-
petin` companies. They were
brcnuLttogetherby an ariti-amoking
coalition in Xalamamo a6taa Janu-

tal Pmiection Agenoy that aeeoadary tohaooo amoluu a Cmop
A atciae®ee4 meaniog it has been
iamd to cause cancer in knmene

'1'he EPA aays SA00 hm` cancer
deaths armng non-woken aysa in
the US,ra autadiVenvironmentai
tobaao amotca

S1vam aaid a arvey of shoppna
at The Ciaeaeoads lound 80 perant
favored the ben. Aa for ecwkee who
might oppose the ban . he Yid."8ome
of tlutm miaht go siaeaubere to shop,
but we might pick up others because
of tiue poliey. It's similar to ao-

policir in airpiaaes . the-
aspkals and government

Steve $chiek, owmer of ffie'Tin•
dar Bai: anoke sMp at The Cross•
iami∎ ma@, said it won't be popular
aitb his cuct.iraers - or his bottom
line.

'Oaiy t+ma wili tell how the ban
azTuuo buninus,- he said. "A iitek
more cnmpromiae might be appropri-
ata, like dasi6meted axeas in the mall .
fi,r amck .-ts . I dan't feel this ia
nrc
I "addition to the Crossroads,

oUrx nw11& anam:ting the ban are
6wtidnnd iiall in Portage; East
'f.avne Mail and Mapie Hiil 141a1l in
Knlamvwr, and bkCamly Pleea in
Battie l'. .'eok

Bi!! Wurdbam, spokesman for the
Tabaa:o Institute. acknowledged
tha0 av. moco by the .vest, Michipan
m slW "appears lo be the begimsing of •
a tter.d .'

Ho added,lmwever. that the detri-
taeutsi eff.cts of second-hand amoka
r,..n bo eliminafal throuch propa
wacilathan .

UPwe 06/11 1737 Legislature bans smoking In Capitol

SACRAMENTO (UPI) -- The Cal Ifornia Legislature banned smoking In the
state Capitol buiiding Friday.
The Senate voted 23-3 to adopt a resolution already passed by the

Assembiy that bans smoking In all areas of the Capitol controlled by the
Legislature.

Included are hearing rooms, offices, hal Iways, stairwells, restaurants
and bathrooms, and legislative off ices outside the Capitol .'
Besides offering the resolution, ACR27 byAssembiyman Phillip Isenberg,

D-Sacramento, the Assembly also adopted Internal rule 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, observed Friday that Assembly empioyees'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 resolution .
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 California are awaiting
actionlntheSenate. ,20
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THE
MAMER
& ROSS
REPORT

wxESE TMIs sMOxEt Despite
all the reamt mltchinetionr„ dont
count on any mttlar new mU-
emokbnp.legbLtimt to ma]u i4'
~ of Suramento anytlme

sppmoved two rivalAssaft imoldn~nmhi
- but ebiacee ere ellm thet e1.
thar rt'1II survive tha 8acnlmeafo
gauntlet and become in ..

Herey .vhy:
Altet mneh debete WpubNe

outay,thefdateAremby+conra•
Qomu>q paeced two rivtismokinII
b114 oa to the Seaate tor another
round oc Sdomop-Iite wdtdomt .

Tbelint rru a tohecco iodw•
ay-bee]ted bill carried by .tiem-
blymul CwiY Tvdtn Jr.t DLisie•
wood, that Would rextrlct Indoor
aQnoidna bat provide many exemp
tione, 8 would do bar cltiel from
adopthtQ Iltticter ze;nhtians.

The teoond bf6, by Auembiyp
man T.~ry k{.dman D-Brent
wood rould ben emoiiii in vtr-
tnally every bu/1dlap outcide the
home - includina ben, factories
and pool bHl>t .

Both bills now head to the Sen-
ate, where itulders eqy, thitt ahcY
eri tobtlccahicked bill hu the
beet chtnee of oaming out the Win-
ner.

Now comes the rub. Governor
Wiloon Is putting out the word that
Tucker's bill taeee an etmort aer,
tuo veto unless it nndergoee some
2191311110112 ehtngee,

The conventional cW : 8oth
bilk die in the majestic Semt..

THE NEW YORK TIMES METRQ WEDNESDAY, JUNE 2, 1993

N E W Y 0 R K S T A T E

A Bill to Ban Smoking Dulls Tavern Cheer
SpxplloTheNerYat'nma - -

ROCHESTER, June I - Unwind-
ing at the Atlantic Tavern here re- A proposal widens
cently after a day of painting houses,
Mike Brandes said a Monroe County a county's aIlready
.anti-smoking proposal crosses a line
that should not be crossed . to {h tobacco curbs.The proposal, now before the Cotm- ~
ty Legislature, would ban smoking in
restaurants, bowling alleys and even lung-cancer deaths a year and to asbars. many as 300,000 cases of respiratoryIt's not a great habit to have; ' Mr. infections in infants and children .Brandes said while smoking a ciga- Mr. Eckert and Mr. Benet said thatrette near the bar's two pool tables. while businesses might want to re-1' can see having designated areas serve smoking areas for their cus-and even banning it in restaurants . tomers, they should consider the im-But bars? That's going too far." pact that secondhand smoke has on

S[eve Steinhardt, associate crounsel m~r nonsmoking employees.for the State Health Department, con- ••I am gratitled to sea the leader-
cars, saying, •'You can't get too much ~ip Monroe County is showing and i
more restrictive than that" appreciate your efforts; ' the State
Monroe County has a history of Health Commissioner, Dr . Mark R .•

being tough'on smoking. The bill now ~ssin told Mr. Eckert in an April
before the County Legislature would 161etter6 toughen a 1987 measure that at the '

time was among the most restrictive Violationof Rights Seen
in New York. . Not everyone is so appreciative.

Respiratory Infections The chairman of the Monroe Coun-
7tle current measure is SPonsored ty Conservative Party, Thomas D .

by the County Legislature's president Cook, is working with opponents of
Arnold J . Eckert, a Republican, and a~e measure . A group called CAOS -

Democratic golleague, William J
. Be- Citizens Against Outlawing Smoking

net. - lists Mr
. Cook's law office as its

The two legislators decided to act home address .
after the Environmental Protection Mr . Cook said his work on the issue
Agency declared in January that sec- was separate from the party, which
ondhand and sidestream smoke was has not taken a position on the issue .
a carcinogen in the same category
with asbestos and arsenic. The E.P.A .
linked environmental smoke to 3,000

ments can mean the difference in a .
close County Legislature election:.
Eighteen of the 29 county legislators,-
both Republicans and DemocraK
'ran with Conservative Party support . ..
Mr. Cook said the legislation would,

violate the rights of customers and4
business owners. He said the market:
should determine if there was a need,,
for smoke-free bars, restaurants andd
bowling alleys. `

For many bar owners, the pro-'
posed ban is also an economic issue :-

"We want to stop this ridiculous,
ban," said A1 Hirsch, manager ancr
co-owner of the Atlantic Tavern . "It'sy
going to kill our business, especially :
small tavern owners. I 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

. "If smokers can't sit down and :,
smoke and have a beer, they won't-,
come into bars;" he said . .
Mr. Eckert and Mr. Benet said ini-

tially that they thought they had the-
votes for the measure but now some'supporters seem to be wavering

.
"I'm taking this case to the peo,;

ple;' Mr. Eckert said. "Who do you•
want protecting your health, the ta
bacco interests or the health-care e>ti;

Lawmakers may have more trouble perm? Unless the legislators hear,
making the distinction, aware as they from the great silent majority, the-
are that Conservative Party endorse- special interests will win the day ." .'

I
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WA Boein -Smokin ,510 Boein Banishes Ci arettes
SE E ) For most Boetng oeemp oyees, July 31 will be

•, the last day they can smoke inside a 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
year•

The policy will take effect Aug. 1 at Boeing's Puget Sound,
Spokane, Wichita, Kan., and Portland, Ore., facilities, where most
of the company's 126,000 employees work .

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 is a health and safety issue for the
aerospace company .

"The recently released evidence of the dangers of secondary
smoke supports 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 buil,ding entrances were designated as no-smoking . Essentially,
the only inside areas where smoking is now .permitted are specially
designated areas in factories and warehouses .

General managers of each Boeing work site will determine areas
outside buildingss where smokers can light up on breaks . Boeing also
will accommodate customers and special guests who ~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 so chooses .

Connie Kelliher, spokeswoman for Boeing's largest union,
Machinists' Dist,rict 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 to the Lung Association, 44 states and the District of
Columbia have adopted smoking restrictions .
Copyright(c) 1993 The Associated Press Received by NewsEDGE/1 .AN: 06/10/93 01 :32
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Gourt Offers Inrimates a Way
Z'oEscape -Prrson Smokers .

i~ • ByLINDA GREENHOUSE
. 4..L1N7aeNwYwkT1.M .

WASHINGTON, June 11 - Prison
inmates who can show that exposure to ,
cigarette smoke (s a threat to their'

may a a eonstitutlonal right
nofto confined with i chaln-s okingm
cellmate, the Sopretne Court ruled to-

~Whtle the l.oArt stopped short of de-I
olaring a Sonstitutiaul right to a'
smoke-free prison, the 7{0-2 decUlm'
offered a notabIyge nerous interpreta-
tlon of the Eighth Amendmettt'syrohM~ I
b~itl~acgalnst rluel and unusual pun-

In an opinion by Justice Eyran R .
White,ttte Court declslvely, rrejected an
argument put forward by the State of
Nevada: that in the eonteal of prtson•
era• health, the Eighthd eApmrWeandment

ap ~wite ~ a~~and does twt a~~
The Nevadaply to fumn Ith risks .

prtsoner in thb easa, William MoKln-
ney, was not sldt when he sued the
stateprfsott 6ystem but argued that
being iwusad 1n a six-bytlg1ttdoot eell
with a man who.atocked fivew dn a
day was a threat to his future hesOtR
Justice White aaid the Eighth

Amendment made no sharp distNctlaa
between current and future harm.'•We
would think that a priaon lnmate also
could sueeessfully complain about ds-
tnonstrably unsafe drlnklty water
without waiting for an attark of dyaen•
tery.

,
he said.

Retfwts Cbaagiag Attltudq
Based on the Eighth Amendtttent,

the ruling applies only In the rlsan
setting and has no. gdirpeact

~

bear

~ten
Png

~

an

ei Na ds/lK oplnlon,writbt
,Jusuce White's typically dryaod dfrect
style, a ttonsmokeYs manifeato .

Yet the ruling undoubtediy reflects
the Court's awatene+s of changing so-
cial attitudes about smoking. Justice

-zWldte referred to "contemporary
-atandards of decencX,° long an Wur-
entpart of the Court s approach to me
E~hth Amendtttettt. -

The Court, which ruled a year ago

ults eme~inartscl Nn pte manute t~n '
or e m ca consevuencoe e smo -
ing, was also aware of a changing
pndscape of state policy. Nevada Itselt
has recently adapted apolicy requiring
rasaonable acco7nmodation of tton-
-smoking prison Inmates. Calatornia has
banned smoking in Priam entirely,
and In recent yean many atates, as
well as the Federai prison system
have adopted policies that restrict
smokin8 to designated areas oL•prlsons
and ptuhibit wardens from assigning a
nonsmoking Inmate to the aame ce11 as
a smoker except when lmpractlul .

The two dissenters from today's ~rul-
Iog were Justices. Clarence Thomas
and Mtonin Scalia . Justtoe•Thomas, in
an opinion that Justice Scalia slgned,
oftered a reprise of 10 dissent In a

prYsmt beatieg eise qst /year, when ke
obJeeted W the maJority s holding that
the Eighth Amendment bars guards
from physically mistroating inmates
even U no medically slgNticant inJury,
results• . .

Justice Thomu saW that while he
regarded last year's Atling, Hudson v.
McMl111anM as expandin~ the Eighth
Atnendment "beyond all bounds or hls-
tory and preeedent," the decision today
- that ehe amendment also applies to
what Justice 'Ihomas referred to as
"a prisoners mere risk of inJury" -
wu aqually obJectiouable.

He satd tlttt m his view, ihe Eighth
Amendment applied only to a prlson
sentence or official punisfiment and did
not address prison conditions at all,
The tburt took the wrongpa th in the
Ei th Amendment area In 1976, .he
Md, when It ruled In Estelle v. gamble
that the amendment protected prtsoh'
an against "deliberate Inditference"
by officials to their ; •serious medical

The decialan today, Heliing v. Mo-
Ktnney, upheld a 1ssj• rulin8 by the . _
United States Court of Appeals for the
Ninth Circuit, in San Francisco . 71ut-
court /ound that the prisoner, Mr . Me-• :
Kinney. had made out a sufficient coh-'atitutional argument

. .

Justice White's decision outlined
what the prW ner, a convicted murder•
er, must now prove in order to win at
trial. First, he must show that his fu-
ture health has been placed at an un-
reasonab(y serious risk. Second, he
must show that this risk °is not one
that today's soclety chooses to toter-

The Constitution
may bar locking
up.someone with .
a chain smoker.

ate" And third, he must demonstrate .
that prison officials were "deliberately
Indifterent to his p11gbC"

In faet, Mr. McKinney is unlikely to
be able to meet these conditions for
victory at trial beeause, in addition to
adopting Its new policy requtring rea-
sonable accommodation ot nonsmok-
ers among the inmate -population, the
state has moved him to another prlson,
where he B no longer housed with a
smoker. Justice White noted that the
new policy "may make It Impossible
for him to prove that he will be exposed
to unreasonable risk." Mr.-McKtnney
filed his lawsuit m 1S6g, seeking to be

moved to another ce1L When briefs were filed in the case,
last summer, the Bush Administration
as well as 34 states asked the Court to
rule against the prisoner. Noting that
"amoking is widespread in soUety"
and that "smoking is a habit that is
deeply rooted in our history. and experl- •
ence,' the Administration said there
was no basis for ruling that sure to

smoke could even eore
cally violate the Eighth Amendment. :

Smokers' Family Loses Suit
GREENVILLE, Miss„ June tt (AP)
A Judge's unprecedented ruling that

cigarettes are Inherently dangerous .
was left moot as Jur:ors ruled that 43
years of smoking did not kill a man
whose famlly_ , the maker of Pall
Mall ciga_re~t -
Efeven ofl2 Jurors decided Thurs-

dey that Anderson Smith Jr., g3,'of
Kosclusko,' dted from a blood clot
brought on by surgery, rather than
from' emphysema or lung cancer
caused by his smoking .
• A May 11 ruling in the case by Judge

Eugene Bogen of Washington County
Circuit Court h$d raised hopes of
smoking apponents that this would be
the nation's first case in which a tobac-
eo eompany would have to pay dam-
ages to #mokers' survivors .

"Cigarettes are, as a matter of law,
defective and unreasonably dangerous
for human cwnsumption;' he wrote•
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Prison and Nonsmokers: .
Yearning to Breathe Free

. ByBONALDSMOTHERS ,
. 4~iw7rs~,rvrtlWS ,

ATLANTA, June, li - William OvereomingSkep[tek;m
Lynch might have stepped straight from a film noir prison scene of the James Gondies, the executive diier .
18/0'a . A grizzled, toothless convict tor of the American Correctional Asso-
wlw goes by the name Pops and gives ciatioit, said he was skeptical in 1990
his age as "sixtylsh," he squints at a when his group recommended no-
visitor through the perpetual haze of smoking policies for jails and prisons,
bluish smoke that rises from the ever^But it has been generally accepted
present Gnul cigarette dangling from where It's been tried ;' Mr. Candtes
his tlps. : sald. Fridey'a Suprcme Coun ruling,

"cause many,But these days Pops Lynch and his he predlcted would
aicotlne hatt are becoming cellblocki m .ny morc throuBhout the
anachronisma ae correctiau ottictala', natlon to, at a minimum, designate

institutions
push for smokeless prisons and the ,moking and nonsmoking

For thel ~aslarcas

.°

number ofstnokinJtpri ~ any lol the American Civil Liberties Union's Na-~asl six tz ~ man
503 inmates in need of a imoke here at qanal Prisan Pioject, said the ruling
the minimum-seaurity Atlanta Prlswt meantthataninmatewouldnothaveto
Camp have had to step outside into one wait until he had "two black lungs and
di the court ards to indulge thetrh .blt cancer" before seeking protection .
From mldnlvghtuntil7A.M,doors lead- But he also predicted that the ruling
Ing to the courtyards are locked, and would "create a serious problem for
all smoking isprohibite_d prison officials, who have terrible eatr

an Klconvenlence, but not a ditions of overcrowding, tense env~
problem, ynch, who still menta, boredom and idleness that
findstlmetosmakefivepacksadayas must work around"
he serves his five•year sentence for
4CEdlt."'•a r'"„A °Besides, we have to
be respectful af the nonsmokers hera".

Coutt Saunds Stnatte Alarm

The ruling needs some refining and
fleshing out, Mr. Bronstein said, "but it
sends a clear message."

PracessotTrial and Ertar

1993

began with a mixed approach when it ~
began limiting smoking a year ago,
Terry Wofford, the camp adminis-

trator, said he first surveyed inmates
to determine how many smok4rs there
wera When the results were in, he set
aside two smoking dormitories that
shared ventilation systems ; two otM
ers, with separate ventilation, were set
aside tor nonsmokers. But he said that
some inmates had lied on their surveys
because they wanted to be placed in
nonsmoking quarters with friends and
were caught breaking the ruies.
"We eventually decided about six

months ago to go nonsmoking for all
inside areas and allow smoking outside
only," Mr. Wofford said. "I still get
comQlaints, but it seems to be work-
ing.'

'MajorRenslon and Hostillty
Roosevelt Head, an inmate serving

three years for embezzlement, said
that one of the reasons it was working
was because even prlsohs had to oper•
ate on rules and mutual respect. And in
minimum security facilities like the
camp, he said, things were flexible and
open enough for smoking limitations to
work.
"Even when we were allowed to'

smoke inside, I would ask people It they .

The smoke is
slowly clearing
from the nation's
cellblocks .

On Friday, the United States Su-' The State of Vermtnt' got a head
preme Court went one step lurther, start on the refining process when the
More than just being owed respect, the Legislature passed a law three years
Court satd, a Nevada prisoner had a ago reqWring .smaking regulations in
ranstitutlonal right to relief from the, all itate agencies . Dennis DeBevee, a
bealtlLdaoeen eosed bv a cellmate spokesman for the state'} Department

s o[ Corrections, said that l.st July the
he ing caused barety a ripple department enacted a no'amokingpoli~

herc, where Mr, Lynch and olher in= cy at all Its prtsons, but It had since
mates in the gleaming, biuhand'whlte modified the policy to allow smoking in,
Dormitory A area said they had lang certain areas at some prlsaes .
since come to grips with the righb ot The-Atlanta Prison Camp, which sits
nonsmokers. :I to the ahadows of the neagothic 2,400-

In many ways their attitude reflect, inraate Atlanta Federal Penilentlary,
what is happening in [he world outside. -
Fewer Inmates now arrive at the gates
as smokers, said Greg Bogdan, a

~ spokesman for the Federal Bureau of
Prisons,'and corraetlans officials have
become more health conscious .

An Informal 1991 survey by the Asso
ciation of State Correctional Admtnis-
trators faund that 31 percent of state
prisons limited smoking by'inmates In
some way, 29 percent prohibited it alto-
gether tn living units, and 7 percent
were entirely smoke frea _

minded ifd smoked," Mr. Head asld as
he surveyed the courtyard full of first
offenders, nonviolent felons and whlte-
collar criminals with sentences of 10
years or kss. "The majority of the
peopkIn here and in the Federal
system are courteous to each other ."
But Mr. Head who served time "in•

aide the wall" of the maximum securb
ty penitentiary for .an earlier crime,
said it would not be practical to eliml.
nate smoking there, A penltentiary pol-
ioy adopted In 1990 prahiblts smoking
by inmates or staff in most publicc
areas, like curridon, kitchens, elass-
rooms and work areas. But the living
.areas are designated either smoking or
nonsmoking.
"If you said 'no smoking' to some

guy who has a 30-year sentence and
knows he is going to have to do 29 of
those under the new sentencing guide-
Iines," Mr. Head said, "then you are
going to have some major tension and
,hostility."

~
~.
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F_L
C,R
CC
Ffa.

(Ottier coverage available C4
upon request.) cc~
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Emplayers Fume Over New Legislation
Barring Discrimination Against Smokers

J L__--1~

The industry's push is cantinuing: Leg- 4 P %W

have made it a dvil right for workers to• ∎ Compensation
smoke outside the workplace. 7 0ccu ational

turned to state legislatures to proteet the
right to smoke . largely in the past tWo
yeats, 28 states and the District of Colum- a Ni rinq and fi n ng
biahavemadelobdiscrfminationagatnst III PmmoUons -
smokers illegal . And at least two states

stretches from the corporate office to the agotnst srtrokei'S in
Oval Office, the tobacco indusny has some of these areas :

Faced with an antismoking fervor that -1hey }18f4Scfinlfu9tioR"

Legalities of Lighting Up
against smokers are on the rise-and some Agryough the I2VVs V8ry
companies that prefer nonsmoking em-

. 1~fORi'St3f8ployees are dotng a sioW bum .

By JUtmA Woo
Swff RepCRtr orlYtt WAU. Sraeef'JOVnNeL

Laws forbidding discrimination

generally are allowed. In most of the
states, companies that violate the laws
face fines and can be sued for compenss
torydamages. Apparently none of the laws
has been tested in court by smokers seek-
ing protection . .

A 1991 "smokers' rights" law in New
Jersey forced Forhmoft, a retail chain
based in Westbury. N.Y.. to dump a policy
prohibiting all employees from smoking on
br off the job . The 10-year-old policy was
adopted after a Worker .saused a fire by
smoking in a storemom. Fortunoff stopped
hiring smokers, and anyone caught sneak-

though higher Insurance rates for smokers

Islatlon to pmtect smokers from discrlmi- : Ilcensinp u ti~ , q u„ Lx~ ca„x

nation is pending in California, Delaware, INassachusetts, Nebraska and Pennsyfva- tng a cigarette was sent to smoking-cessa- tion to put It on a par with that " says
Na, according to the Tobacco Institute. a tion programs at company expense. spokesman Bill Wordham .
Washington trade association. The laws "There were no real vidims of the The industry is a major contributor to
don't affect office smoking bans or smoke- nonsmoking policy : ' says Vice'President state and national political campaigns .
free zones in the Workplace .l3ut they bar Louis W. Fortunoff. "People who couldn't gecause disclosure rWes varyfrom state to
companies from refusing to hire smokers get a job with us, they got a job at rrtacy'sL state, and because the industry simulta-
and from firing employees who fall to kick They didn't care . The real purpose of this neously lobbies for other legislation be-
the habit. • legislation is to legitimize tobacco use - it sides the smokers' r3gbts laws, it is impos-

The The legislation comes in response to was purely a ploy by the tobacco Indus- sible to tell how much Was spent lobbying
policies many companies have adopted in try .^ . . . : . . :-- _- for the laws.
recent years against hiring smokers be- The company now prohibits smoking "Obviousty . we will work to help con- .
cause of health and safety concerns. In Indoors. No fires have been started yet, sumers of our product," Mr . Wordham
Wasdington state, for instance . about 1U%u . .Mr. Fbrumoff . says . but-be still resents says. "We'd be a pretty strange industry
of all employers refuse to hire smokers, having to change the pollcy. Smokers are If we didn't."
according to Smokenders International, a ItlteW to need a cigarette during the work- Help From the ACLU
Phoenix-based cpnsulting concern that day, he says . adding,-"'Wqy take
helps people plop smoldrig. A proposed ehances?" • In some states, the tobacco lobby Is
smokens' rigbts law In Washington was Dine 1~~ getting a boost from the American Civil
defeated earlier this year. . . Liberties Usdon, which says offdtre-job
Flees itod Compensatory Damages In New Hampshire and Wyoming.laa- ' antismokingpolitles are a corporate intru-

toakers chose a different taek. They de- sion into private lives. The civi'rliberties
some of the laws also prohibit discrimi- elared smoking outside the Workplace group helped win laws in eight states,

nation In compensation and benefits, al- (where legal) a civil right . Although such -includ3ng New York, that broadly bar
measm'ea may sound sweeping, they dtscrimination against employees who use
aren't likely to actually give smokers any
broader protections than the other antidis-
ctimination laws covering smokers, says
John F. Banzhaf III, a George Washington
University law professor and tobaoco-in-
dustry opponent. _ : .

"But it helps the tobacco industry to try
to eqoate discrimination against smokers
with discrimination against blacks .or
Asians or women, which Is ridiculous,"
Mr. Banzhaf says .

The Tobacco Institute says it doesn't
support making smoking a civil right . "It's
demeaning to existing civil-rights leg3sla-

anylawfulpmductorwhoengageinlawful ZZ
activities in their off hours . .. (Z>

Such laws pmteM not only smokers but
alcohol drinkers and devotees of risky C~j
recreational sports, such as motorcycle ~
riding "As long as the behavior doesn't ~
affect job performance, people should be
allowed to do it on their own time : " says ~`
Lewis Maltby, director of the ACLU's ~
workplace-rights office in New York . WAV

. Even in states svithout .anGdisctimina- C:)
don laws that address smoking, smokers
have gained some workplace protection

P2eaoe TYmt to Page B8. fbfueme 3 K'Wti
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'Fuming Employers
Deplore Legislation
Protecting Smokers

Lbntintred Frorn Fnge Bl
wider the Americans With Disabilities Act
of 19SO . The extent of a smoker's claimed
disability would depend on the strength of
his or her addiction, says Michael Iutito.
managing partner of the San Francisco
office of Jackson, Lewis, Schnitzler &
Krupman, -a labor law flrm representing
management .

The move to protect smokers' rights,
however, has had Its setbacks . According
to the Tobacco Institute, legislation in 11
states was defeated tNS year, including a
bill vetoed in Efarch by Virginia Gov .
Douglas Wilder. Gov. Wilder, whose state

is one of the nation's biggest tobaeoo
producers, said be opposed the measure
because It suggested that smokers deserve
safeguards identical to those used to fight
race and sex discrimination. Virginia al-
ready has a narrower antidisctimination
law that protects public employees who
smoke outside the workplace .

Many companies that have ad)usted
their no-amoker policies have done so only
grudgingly. (7tuck Crawford, president of

. Kimball Physics Inc., a Wilton. N.H.,
electronicvpttcs company, defiantly tight-
ened his company's antismoking rules
when the state made smoking a t'lvil right
in 19SL He believes the state's law contta-
dicts federal health regulations and should
be ttuownaut.

Mr. Crawford says be opposes corpo•
rate Intrusion into employees' lives . But he
worries that residue from smokets' clothes
and from their breath could contatainate .
tooms at -the company that must be

kept dean for the manufat3taing of elec-
tronic optics . In addition, some employees
'are allergic to smoke . "We can smell a
amoker, typically, at a distance of a couple
of feel," Mr. Crawford says. "In point of
fact, they stint." : .

. I Kimball Physics •no longer asks poteo-
tiai employees whether they staoke . But it
has started telling them that they t'an't,
smoke on company grotntds, even in the

~ of ~~ would lingerceon The .
-workers' clothes, Mr. Crawford explains. '
IDnployees who are exposed to smoke at,
home must wash up in company showers :
and put on clean clothes when they arrive
at work.

Mr. Crawford, wha once paid an em-
ployee $3,000 to stop smokittg, says he
doesn't ]mow of any current workers who
smoke. "I would spend every cent this
wmpany has to attack that industry if I
thought it would do any good:" he says .
"We will fight to the death on thfs ." -

THE NEW YORK T1MES MEDICAL SCIENCE .TUESDAY, JUNE 8, 1,993

Ijealth. Workers Enlisted
in Antismoking Ef fortGENEVA, June 7 (AP) =The

World Health Organization
Is urging all health workers
to qult smoking and, to

spread the mes4age to their patlents .

"No doctor should ignore the fact
that smoking already kills three mil-
lion people each year and that the
figure will continue to grow If nothing
is done," the United Nations health
agency said In a report last week on
World No-Tobacco Day, when the
W:H.O. and many governments en-
courage smokers to quit for at least
one day. This year's theme was the
role of health aervices .

The W.H.O., citing data from the
United States, reported that although
So 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 .report said .
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
minors. Many have vending ma-
chines, making illegal purchases
easy.

About 1.5 million men and 500,000
women in the industrial world die
each year because of smoking. In
developing countries, the annual toll
is I million . That number is expected

' to increase to 7 million within the next
few decades, according to W.H.O. fig-
ures .,
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U.S. Pushes for a Smoking Ban

By MARTIN TOLCHIN
SpMaI mtTe New York Tlmes

WASHINGTON, June 12 - Respond-
ing to complaints and new worries
about the effect of second-hand smoke,
the Clinton Administration is working
to speed the day when smoking is
banned on 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 putting United
States airlines at a disadvantage.

About 87 million passengers fly into
or out of the United States annually on
800,000 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 don'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 asbestos, 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 eircu-

lation.
Smoking has been banned on all com-

mercial 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 agreements with other nations
directly.
One such agreement is expected to

be concluded shortly, said Don New-
man, the United States representative
to the international aviation organiza-
tion . It would involve Canada, the Unio-
ed States, Australia and New Zealand,
Mr. Newman said, adding, "It looks

' like that's going into effect this Year ."
Chris Chiames, a spokesman tor the

Air Transport Association, which rep-
resents the major domestic airlines,
said those companies support the Unit-

on Flights Abroad
Get the Chewing Gum Ready
Airlines in the United States allow smoking on
International flights except those to Canada .
Smoking is banned on all domestic flights. Here
are the smoking rules of,some intemational airlines .

Air Canada bans smoking on all flights, domestic and international .
Alr France bans smoking on domestic flights and on international
flights of less than two hours .

Britlsh Airways bans smoking on domestic flights, but allows
smoking on international flights . It plans to start offering some
amoke-free International flights .
Cathay Paciflc bans smoking on flights between Hong Kong and
theUnited States .

Japan Alr Llnea bans smoking on domestic flights, but allows
smoking on International flights.

Lufthansa Air Unaa allows smoking on all domestic and
International flights.
Oantas bans smoking on domestic flights, but allows smoking on
International flights.
Scandinavien Alrtines System bans smoking on flights between
Scandinavian nations but allows smoking on all other flights .
9own: Akavr, Ak Trm.pertApoa40bn uld fnHnueaWCNrAVfatbn Oqenit .obn.

TheNewYOrkTlmes

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 only 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."

GtratforSomePassengers .
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 Airlines flight
from Frankfurt to Dulles International
Airport here, after his scheduled Delta
Airlines flight was delayed.

"I sat in the smoking section because
I ran to get on this plane; and that was

the only seat that was 1eft; " 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
amazing headache I ever had," she
said .

Some flight attendants would also
welcome the ban . "We have reams of
reports in our files from flight attend-
ants who complained of feeling sick
after smoking flights," said Chris Wit-
kowski, director of aviation safety for
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 . -

Smoke-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

_ -- ~
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seent'r.>
details of the plan would be announced
Tuesday.

In 1990, Air Canada banned smoking
on 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-
dictive, and can lead to increased Ca- '. .

thay Pacific travel."
In 1988, Northwest Airlines, which

fiies 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 multi-
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-
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British Airways
CteaErs Smoke
From Travel

and Aond Eon>t fndefinit* aftes a two ;
month tctal proved wtxmfal.

~,«' ~fo~,''~m ~
sntoka•hro atraeaft fithaSt Pulffo baaa
smoking on fitahq between 8on)i Kong
and the united States, ond Air Cwda
bror>mothld on all intetnatfoa .l fitQhL.

Other atrlina hb wJlt followault . Aa
By JqQtbfltnw lntarwtionat .dreemtsnt adopted by th.
0WOMMxa0'W"W Untted Natbna utjr that .mohlne ba•

N~f e p~pte'he~it tn dutf free ahoptt- banned on aII tllibtft by 3pGQ, Bot the red
it'a- paaie,-a a h.a an .®ottoL- h°mtais~ t~ratl~oa, w~hkh Y~wo dad ~ a~plaia

spreads from inteenatfonai jiClhotels foe.mevd~ to banamoHnd m aU intsrnation.l II>Rhtt
8ritteh Airways bet :ame th.latert eoo- that>

;o lnto or otrt of ths Uni4d 54tm.
raet yaetaday. eonltemlad it aould ' BWWwtbe Un# .d 8tat.r, 71 otb$s na.•
Lnach aoaamoking flights Lrotn both 8an - f o'v mon than 3d yeux 'ffinafalrea
IY'anclsoo and Loa Anpalai to Iandon flighta ar,e ha.lebfer and nfer for paom .
asartind September 1ona trial Du41. Yets and am ~

Althottyhrmoldn`hatbeeabmaedon Many P`tients with lnnj dibue, In .
nearpf all domatke f!lphts since ]9D0, ft ii eluding children teith uthma, the elderly
.tlripermSttedonmatlntatwtiotulteip~ and people vnbo .an atierdlc to tobacco

'9Le tri .l r part of British Atnvay.'
oDmmftment to re>teamh what o~ p .re~
ems reidty pant and naed dnria`th*1G tb
ibhoar flights between the Wa+tt Gont .
and Iandon,' Wd G'barle Gurassa, the
atrllas's general mamdee for the Ametl .
ea<

Beitish Ah'waya it hediging 1tf hetaK 47to
banonly appllet toamt of two daibffildhts
ffom each caltforauesty totandonmdiit
on a two-month trial bals,

Bat don't be sueprbed it the mtoka•
fx. cabin becomes permanent &ltl*
Atrway. WUo said •ibat it would
offer nwmokinF brtaan 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
said, "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 policy of allowing smoking on
international flights, said Joseph Hop-
kins, a 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 flight3. "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,"

itmote cinnot travel by air because mok-
tna 1~ alloarod, acoordtna to Rubia .

Sacon&bmd dauaumohe aleo tyn be

e~ironmentv Bntetlona>u~ Agency s tbt
released a study that .howed taeond-b.nd
mmoke poww as great a eaa¢ee risk as ar
be.ta., acaeaic and bensra., bdnt rupon•
dble for E,ODO deatht annually .

Som.fllebto atkmdanis Wo boe oow
plafnM that ezpoitue to tobttxo smoke
eans haadachr and Udbt.headednou.
Rhey wotr,p lt mAy affe¢t tbdt:' abiuty to
think and act rapidly in an emergency .
an ~ raiw thahwrda of fire

The ats9fna abo risk losing loytl par
.eagee vvho mtoks. Tdaovitch toanothar
aldlne," 1f !t banned rmoking, Dava Hoyer,
preet4ent of Cheveon .I]SA Prodncq Co,
saw yesterday.
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Ban goes up in smoke
S

candinavian Airlines "We took surveys regularly
System (SAS) has been and the response proved very
forced to abandon a negative," an SAS spokesman

smoking ban on its intema- said . "Obviously,we have to .
tional flights after a two- . listen to our cystoiners and if
month trial. Harvey Elliott they don't like the ban then we
writes. must respond accordingly."
The company discovereq.! British Midland, in which

that Nqrdic smokers and non- . SAS has a 34.5 per cent stake,
smokers alike objected to thp . ;:introducedasimilarbanonall
ban even more than the smokt ' its European flights on March
drifting from the rear rows .of 28 - the same day as SAS .
the cabin . Enough passengers "As far as we are Wncerned,
switched to rival airlines when the ban stays," a spokesman
the ban was introduced to , said . "We conducted regular
persuade SAS to allow smok- surveys and have had nothing
ing again from the beginning but praise . Complaints could
of this month . be counted on one hand while

THE DAILY TELEGRAPH

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 worldwide
ban, to come into effect in July ~
1996. Australia has banned :
smoking on internal flights
and in airport terminals .
Most Flights anywhere in

the world lasting less than two
hours are smoke-free and vir-
mally all domestic flights with-
in the United States do not
permit smoking.

THURSDAY, JUNE 3, 1993 * * *

Woman sacked for smoking wins her appeal
A BOOKMAKER'S cashiernounced and found her gyryjlchael~Smkh .who was sacked for "gross smoking, the tribunal in Bir- . . .
misconduot". becausee she ,mingham was told . . arettes helped her to concen-
insisted on smoking at work, : The company stopped its trate and to cope with the
won a claim for unfair dis- staff smoking behind the stress of the job . She also
missal at an industrial tribu- counters two years ago said she did not think it was
nalyesterdayl although there is no ban oq _ fair to expect staff to be

But the tribunal did -not customers smoking . Employ- stopped from smoking when
accept her claim, backed by ees who wantYto smoke are cu'stomers were entitled to
the pro-smokers' organisa- allowed to do so only during . sinoke as much as they liked .
tion Forest, that Ladbroke.'s theirbreaks. - . Ladbrokess said- Miss
acted unreasonably in stop- But Miss Wright, who had- WrighC was•sackedfor gross
ping staff from smoking and worked for the company .formisconduct after repeated
should have consulted them nine years and smokes 30 requests for her to stop
before imposing the ban. cigarettes a day, told the tri- smoking had been ignored .
Miss Pauline Wright, 35, a bunal that pressure of work The tribunal acknowl-

cashier at Ladbrokes' bet- in the betting office meant edged that Miss Wright was
ting office in Leamington, that she never had time for "an •exemplary employee"
Warwicks, was sacked in breaks. and decided that her dis-
July 1991 after a district She said she refused to missal was "procedurally
supervisor turned up unan- give up smoking because ciz- nnfair" A further month

should have been allowed delighted at what she said
before any action was taken. was "a victory for smokers in
But it-also -said thee com-

.theworkplace"e pany had not acted unreason- She said
: "This'is a clear ably in imposing the ban on watning to employers that

staff without consultation . they must follow proper pro-
Afterwards, Miss Wright cedures if taking disciplinary

said :'.'I am very pleased that action against smokers .
I won. I- hope it will give "We hope it will encourage
employees elsewhere the more people. .to speak up if
courage to speak out against they are segregated from
smokingbans.' workmates or treated badly .
.- ."They should argue for because of their smoking ."
proper'provision to be made , Ladbrokes sa~,d .,yesterday
for those members of staff that its no-smokt' B-policy for
who do smoke: ! - staff would cont~ ue at its
Mrs Marjorie Nicholson of 2,000 branches .

Forest-theFreedomOrga- The . tribunal was
nisation for the Right to • adjourned to a date to be
Enjoy Smoking Tobacco - fixed when compensation
said the organisation,was , will be determined .
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Groups urge nicotine control
MPs welcome bid to include tobacco under drug laws
sYGEOFFR8xY0II=
tadiaawtary ttnurae

oTTAWA -2babc coula oe con-
emlled under iFie samelaws that pro-
hibir illegal drags such as cocaine
and marijuana, a parliamentary
eommittee said y~sterday .
The committee. domsnated by

Conservadve MPs, is smdying a rad-
id proposal to amend Canada's
drug laws m include ntcotine - the
addictive agent in tobacco.
The move was`suggested yester

day by a coalition of health gtnups,
and the MPs immediately said it is
worthy o f serious tansideration .

Nicotine, through tobacco,
causes mote deaths m Canada thae
aB other drugs oombioed,` the
health coalition told the parliamen-
tarycottunittee.

"A drug which is considered m be
at least as addictive as betoia and co-
caine, and which kills tens of thou.
sands more Ca"..a"•-9m each year
than other dru&s. must be included in
a. consistent legislative framework
fordeaGngwi dtupSth
The proposal would not make ta

bacco an iliegal substance, but it
would expand the govemment's
powers to crack down on the tobacco
mdustty.

The pmpby Tory aosal wasnd immediately'
welcomed Libaral MPa,
who asked the health coalition to
draft an amendment to include nic-
otine in Canada's druglaws .

"We re willing to look at it vety
artfully," said Cansetvative MP
Iohn Reimer, a member of the parii-
amentary eommittee.

"If we really want ro say that we
have problems with drugs in sociatg,
nicotine is the worst one. We're con-
rinuiag our agenda of making it
more expensive and saying to ktds,
'Don'tweu' `
Bobbie Sparrow, parhamentary

seatetaty to Health Min'ister Beabn
Bouchard, said the committee will
discuss the proposal next we& 'I
feel very stmngly that nicotine is a
psychoactive substance and it's not
healthy and very costly to society,~
ahesatd .
The committee is reviewing BillC-

85, which would consolidate and
modereize the various laws that pro-
vide penalties for the consumption
and trafHcking of t'licgal dmgs .

Under its current wording, the bill
would specifically exempt nicotine
from the drug laws. The Tory MPs,
at the urqing of the Canadian Cancer
Society and other groups belonging

to the health coalition, an: consid-
ering an amendtaeat to remove this
exemprion.
Mr. Reimer said the proposal

would be "almost revolutionary in
its impact' if it it catried to its logioal
conclusion. But he said the bill could
be amended to control nicodne wiatt-
outmakingitanilleEalsubsranee .
"I'm glad you're using these

strong worda," Mr . Reimer told the
heaith coalition. 'I can't quarrel
withasingleone.'

David Sweanor ofthe Non-Smok-
ets Rights Atsoeiadon said the itulu-
sion of nieotsne in the drug laws
woald make it more difficult for the
tobacco industry to tind loopholes in
existing tobaccolegislation . it would
alsp permit the federal cabinet to
pass regulations much faster in res-
potsse to problems caused by to-
bacco,hesaid.
About 40,000 people die @om the

effects of cigarette smoking overy
year in Canada, the coalition said .
"11te inclusion of aieotina in Bill G
8S orany other comprehensive drug
legislation would constitute farmal
recognition by the govetnment that
tobacco use is a serious dtng problcm
that wattants seri ous ttuasures ."

RTf 05/31 0924 Minister backs doctors on treatment for smokers

LONDON. May 31, Reuter - A British government minister on Monday backed
doctors' rights to give reduced priority to unrepentant smokers seeking
free health treatment.

Junior Health Minister Baroness Cumberlege said the government had no
objections If doctors refused to treat patients who ignored advice to stop
smoking .

"We really do feel that It is up tqclinicians to exercise their
clinical Judgment," she told British Broadcasting Corporation (BBC) radio .

'If they feel that people they are treating are less likely to recover
than other people on the waiting list (for health service treatment), then
that must be a judgment for them," she added .

Last week doctors in hospitals in Manchester and Leicester in central
England said 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 debate "~

~~~ ~~~ isterattheDeparhnentofHealth .
~ ing smokers' rights and pactiy sup- Dr. Ward and .other doctors say

LONDON-Doctots attwo haspit- ported by IcbMcompanies, con, they do dxisider other risks, such as
als have set off an ethical debate in tends thaCnon-smokers may some- hypertensiou, age, and obesity. But
tefusing to petform ncururgent heart day k denied hz-alth care for lifestyle smok;ng sparks the fiercest flghts-
bypass surgery on patients who choires . It pointed to homosexuals "I,,vouldn't do non-orgentbypass
smoke. ? sull'aing fratt AIDS, alcoholics surgery on dangerously obese pa-.

We're not peoalixing smokers' with liver disease, and athletes in- tients nor on patients with eenam
.and not discriminating. ThC ta zZ ' ;jttreeinmmpetition.
the matter is the bene6ts they might . Tin decision not to treat smokets diseases," such assomc fovos ofdia- :
getfromhavingcoronarybypassaw• is nct new but the issue catapulted ~~d Dr. John Bailry, a sur-

gerq aie negAtedby the fact they con• into :6e press recently after a televi- g°OII at Groby Road Hospital iri•
rlnue to smoke," said Dr . Christo- . ; sion debate between two doctors . Leicester, who opposesmon-urgent

pherWard,acardiologistatVdythen- Then arguments were published in ~~ f°tsotokers•Buthesaid`fat-r shaweHospitatmManchester
.-- theHitishMedicalJournal,apurring ness and old age don't make hype

People who continue smoking at_ -asetesofartidesandrejoindeprs .rs
. with ~tobaccocontpanins.

ter hearr-byp3ts wrgeryare at least• - Tk Spectator, a conservative Without substantial increases in
50pereentmorelikelytosuf&rfrom weeldy magazine, published a car- ~~ additinnalprtssurewillbel a heart attack, sttohe or chest pain toon of a doaor'telling a wrinkled ~on throer treadys~ wqmgy D~g

withiti 10 years of surgery compared patie3t : 'You've terribly old and de- ley said in a letter published in the'
to • tton-amokers, said Dr. Ward. crcpi4 probably the result of your British MedicalJoutnal .
Some doctors believe non-smokes, lifest••le,soI'mnottreatingyou.' ,, . When the operation was fairly .
who do better aRer surgery. shouW new, about 20 years ago, surgeons
getptiodtycompatedtosmokera. . The British Medical Association offered bypass surgery only to those
Dr. Ward beGeves smokers who and the Department of Health both who seemed the besi candedates . .

suffer from heatt disease live longer said decisions about treatment Smokers ware excluded . With expe- .

iEihey are ueated with drugs instead . should beleftto the doctor. rieno:, doctors have been more wilV
'Qinicians have always had to ing to operate on smokers "and other

of bypass sutgety, a thi ory not con . make ditFicult judgments for setting high•riskpadents .
Brntedbystatisdealstudiea . clinical priorities. Smoking is just•• Otherdoetort: agrxdthat smokees one of a number of faemrs, such-as
do not fare ad wea'as non-smokus, '~ weightandfamilyhistorywhich
but opposed denying lreatment or ~y would consider apon detetmin-
givingpdoritytonott-amokets . ing clinical outcotnes lbr a padent,"

"My view is tttat once wa aecept said Baroness Climberlege, a min-
k-an absolute bar to surgery for smo

en, we . . . may widl be on the stipp-
ay slope to witlthotdiiig treatment
for the unmotivated and unfit.` Dr.
Matthaw $hiu, a Senenl Praaidoner
iaBirminShatn, wrote in the British
MedicalJonmal.

Forest, an organizatlon support-

M-U.S.A. Morning Newsbriefs; 06/01/93
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"Philippines Launches Campaign Against Smoking" -~
Reuters (05/30/93) I

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 fell victim to lung
cancer every 12 minutes last year .
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Japan no longer
ssmoker's haven

Mwfanent against tobacco 'gri?wing
Assocuren Passs

TOKYO - Yukinnbu Watanabe stood on the ptarform,
inside paintcd lines designated "Smoking Area ." havitut a
fow isst puffs before the train arrived to tike him home.

"It's gotten tougher at the o6ce,•, he said . "Even at
hcuoe, I have to be carelul atwat s~mokin~ .."

Wntanabe is one of 33 mipion Japae~ese smokers, for
whom oflioes amlpublie spwa are nolonger fa;; Yame . ftis
finally becaning tude in this heavy-smoking country to
light up whenever and wherever you went.

Farlier this year, East Japan Railway declared d06
sut3on. - including all major terminala in Tokyo - off
limits except for marked-off smoking conuts.

"it's the way the world is gning," said Kcnji I(avnsaki . a
"railway spokesman. "It's gotten a goodreview from mostof
our custornera."

Aecerding to state-owned Japan T"- xn 1)u . . ta>.A
percent of men and 133 pereent of wom=n smoke.

SAfl FRANCISCO EXANHriER
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Altbongh it has declinedA the figure still is higher thaq the
nnn-nuatter of Ametiatts with the habit. '

"Japanese are the eaaiest people," said BuneAlv ~
' Wawwbe, head of the Tobacco Probletns Information
Center. "They have this mistaken idea that making
provisions for smokers is a nice thing to do ."

Among watanabe's numerous villains are airlines that
allow smoking in m nst seats, television statiotts that
t" wJuaa uyauutto aunmendals and the Alnsnce Mintstry.
which coDscte S8.5 billion in tohacrn taxa each year .

Heand otherantiwiwkingactivists accuse the ministry
of blocking tougher action l cuuse it would reduce tax
revenues and the pmfits of Japan Totwco, the only
Japnese maker of ci4arettes.

Thirty yean after the US. surgenn generai declared
smoking harnttul to health,the ministry maintains the link
has not been established.

•"fhore are a lot of risky things, fike liquor, so you have
to wonder about the people who single out tobaeco," snid
Seishi Higo, director of the miniatry's tobacco offiee .

Higo pulled a pack of eigaretta ft'om his desk drawer
and said its mild admnnition -'Zet's be careful about
smoking too much" - shows the Finsnx Ministry and
Japan Tobacco are about health.

Some think smoking may not be so bsd ; the Japanese
tend ta live kmger tlum people in other eounttiea -- an
avaage 82,1 year: for women and 78.1 for men.

But doctors say smokiug eontn'huta to Japan's two
leading causes of death: ancer and heart disesae.

Singapore limits smoking by its youth
Law bans anyone
imder age 18 from
hghting up in Pubfic
~ sen

paupb wm 6ce snes of up to $Bs
(83agapore) fo: each affanea is ben
fiig herelded with the normal feo-
vor of all gwenmeot eampei0u . .

p is tLe beainnieg of tLe
and,' :aia .¢ advstieement Iu tLe
Btr.ifa Timea newspaper. "Do
your.elt a favom Stap __~pp~_ _

In another, an maddsttsac4w

to flu .h P~e toibt. .eeu to 6. "[t t, Iadead sLrming that
g faking the clampdawa on youog anatiCSngratesamongYoimgersin-

smoken In atride. But wmi sae nepsnw have increased eignit9-
uesrehsllemgain itL eanttY,• said Hedth Mmietee Yea

"Laas alone ae nutanaugh to , Cheow 1~ t]u smoking rde
emb tLe lmbit amamg yaaagakd
Inf.ct,ili.apzobl®thataamc amooy maks aged 18•IB 9usaped
be eradkated comptaWy," 6 K tram 1Dpercans in 1987 to 25 per,
t~elosva:dwmteinareoeatl.qer ant in iB82, and fae those aged
to the 6traita 15mes. 2639 wasapLom2eperceot to 88

"Putting pmeun m ehgdaan percent .
helow the aye of I8 ta stop tbem More tlun Bo peioent of 8inga-
from amoking mepr evea be r3aky. pords 27 m8lioa pqpb are al. .
Becauae of the defiant neture of re.dy nonamoken -itunlu to a
children. at• that age, some may Z4yur ant4aouklaY drivq Iwvy
smoke to show murage to their taxes an cigarettes and other n-
fliende and make a statement of stiiatimsL
being Gurrmtly.moking is probmtted
~~~m"°bhawnevsr inair-canditionedret .utanta,de-

_ BINC.AYORE - Young 8toge- w I eft Gerry we~ennp ~
pormu wlio emoks ia public have

. ~Mondqtoetubouttimireig- ~Idasrog}dm'

A television oomvwei,d shows
7be Singapore govsrnment, groWyofyaungteepbmakm`fim

never coy about criticrsoig or rs-: of smokess or shunning them, as
etridmQthebehavYoroftheisland whm a group of boys and giiris
datdeaitisens„paaedalawaeriisr aluaptly leaves a dinner perty
ehiaysarbamingywtLsuodertbe ~someomllgbtsup

afl8fiomamokingfapubll~It~e~~Y Bingaporene,edmeanbebsevb-do>»muahtodet.r 8in`apreeLov- pertmad atone,mooker parlors,
fp fined for such 3nfsacWous as arnmentplennen onoe they epot a twwling ane9a„ tLratae, taas, bw-

.. The aeedtine, sherw7,kh ysuui-', ebewinggum,litte®gorforgalting^ tmnd they believe to be harmtut . as and hospibls .
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Low-tar c i garettes not seen
lowering heart risk

RTf 06/101900

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 Negri of the Institute of Pharmacological Research in

Milan studied 2,000 people In 80 hospitals across Italy in
1988 and 1989. In a report published in the British
Medical Journal, she said studies clearly showed that
smokers have more heart attacks than non-smokers .
'Patients with acute myocardial Infarction (heart

attacks) were more often smokers and among 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 --
below 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 lower-yield cigarettes is not an effective

means of reducing tobacco-related morbidity (death) from
myocardiai infarctlon (heart attacks),' the report
concluded .
Other studies have found that switching to low-tar

brands could help smokers avoid cancer .
REUTER

RTf 05/28 1007 Netherlands to ban high-tar cigarettes next year

AMSTERDAM, May 28, Reuter - High-tar cigarettes wll I be banned In the
Netherlands from next year.end some lower tar brands will be outlawed In
1998, the health ministry sald.

Cigarette brands containing over 15 milligrams of tar will be taken off
the market following an EC directive which comes into effect on January 1,
1994. Brands containing 12 milligrams or more wl I I be banned from 1998 .

'k Is going to happen from 1994 onwards," said spokesman Jan van
Diepen.'More than 15 miliigrams will 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 wll l have to comply with the 0
directive. ~

Rolling tobacco will be unaffected by the directive because of the 00
problem In calculating the amount of tar contained in self-rol led
cigarettes .

A spokesman for the Cigarette Industry Foundation said consumers and
suppliers were both moving towards low-tar cigarettes and manufacturers

W
M
Cc,
~

would adjust the composition of brands according to the legislation . ~
REUTER td
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This service .may be reproduced for internal distribution .

"Sweden Clamps Down on Smoking"
Reuters (05/28/93)

Stockholm--On Friday, the Swedish parliament voted to ban
tobacco adve rtising, 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 c riticized 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 Netherlands is implementing the ban to meet
a European Community directive .

THE WALL STREET JOURNAL
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Swrrgkurm ttEWcis AuLtiiisils
The Swiss parAament rejected further

i'estrictions on advertisin¢ of almhnlir
beveraees and tobacco rodu , atready
bURUBn-te evis on . The government pro•
posals would have prohibited such ads
from movie screens, billboards and youth
magazines but allowed them In other mag-
aaines and newspapers . Parliament also
rejected a petition signed by 114 .000 people
demanding a ban without exceptions. But
as only 100,fi00 signatures are needed to

rce a referendum, the initlative will be
Pt to Swiss voters. Opponents said curbs
Rvould put Swiss companies at a disadvan-
tage to foreign competitors.

RTf 05/27 1137 EC chief vows to f ight on for tobacco advert ban

BRUSSELS, May 27, Reuter - The European Commission vowed to keep
pushing for a ban on tobacco advertising In the European Community although
there has been total deadlock on the Issue since It f irst raised the Idea
two years ago. -

'The proposal for a ban still stands ._and It will continue to, "
European Commissioner Padraig Flynn said after the ban was discussed by EC
heaith ministers .

Flynn sald nothing changed at the meeting and the pian was still Jammed
by Britain, Germany, Denmark, Greece and the Dutch.

The Commission proposals would ban all advertising and the use of
tobacco firms' logos almost everywhere.

Seven EC health ministers meetings failed to break deadlock.
Britain suggested a different tactic In the war against tobacco. Brian

Mawhinney, a Junior health minister, said Britain woutd produce a paper
later in the year an the need for EC countries to set themselves targets
for reducing smoking. -

"in the iast 18 years the percentage of (Britons) smoking has decreased
from 45 pct to 30; he said, adding the target was to cut the number of
adults smoking to 20 pct by 2005 .

Similar targets In the rest of the Community would be a useful way to
attack smoking, he said. But Flynn said the move could not be seen as an
alternative to an advertising ban.
REUTER
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SAN JOSE tEER6URY NEWS - jug 5ifffl

Tobacco loS. decry `genocideof
e

Groups cite poll on ads aimed at Asian-Americans
BTSEl1YCLAU0111]!1 ~(5 pattera., Iteyn said at a news
~+o~ ft a*a+ odnfereooe at tlbe Aatan Hatet 1n
A statewide coalition of aMi4a bHUbraem

beeeo Sroups FrWyr aoased the She and other speakers also
tob~iy~y~'tbe Samdde chastised the tobacco Industry
'oT a~peopie,' to a new for Ite aggressive marketing In
survey ehowit~ that Adau-Ainee- Aelan eoadrks to m .kZ up for
kan ndsbborinade have 17 tlmee .eaggind tob.ooo sales in the Untt
mo tt bilHaards than ed St.te., Earope and Anshalia .
white ne ode.' "While the tobaeoo eampantes

Idll Aetan-Thee survey by the Unhendty eontinue to poison and
of Southern `Csllfaryla School of Paciffty here /n the U .S., they
Medicine also shows a ereater .top' at nothing to InNltrate the
oonanbr~ of cigarette adve- market oreree .e,° Awid Reyes, eo-
tMk~ In Aeisn-Ankrkan ndah- ordlnatar of a Flupino-A .krican
borhoOda than In bladc;and Hfs• hesath a0eney In i.oa Angeles .
panie neldhboribod., ssid Raeh- "Clearly, wlut fs happentr~ here
rJ1e Reqea, a apokerwcoun for h the aenollde et a people .' .
the MtmJpadfic LlandcrTobao . Efforts to readi tobacoo fedus•
ao lidncat{p~ Networic try represead.es Pridey wero*

lt 1092 sustrey -done (in San unsuoaeeelW .
Plrandeoo•by ia[oania Rural l.e• 7lW antl-0ob

.coo network rew`d .Asatetiuoe showed the same reeads more rhen 100 ownipued-

vity
. ~ h.orr~.~ nc. ~

tobacco lobby with edncatbad~tbad
prosrame and antl-smokind ad-
.erGefnB eudpalgAs targeted at

Between December and Mamly
U9C researchers counted 0.87 ta
ba¢oo blHboards per ndle conN .
pared to O.Od per m06 ln white
nelahbarhoods In las Angeles
County. And the prnpor4on of all
billboards devoted to tobacco
products l. Asian.Amerlcan

compared to 22 percent (n~~
4.8 peroent In Hlepanlc arid 7.8
peReent ln Afrlcan-Amerlcan

nel0borhoodsSpeakers at PYldws news can-
fer,enoe also cHtlcized research
that oRen falsely shows that
emo amuj AsfawAn,nerkons

Ww alee. 00n0a.ru.W .cop .
n 206-M ., W
nuqklK or+.+.a::'

7i6ncer 6dsalles N.laant

Fs lower than amond Me popubW
tlon r a+rhoie because thoee wm
reya .are done In English andl
SPORM=

BuE reoent Cafltorn[a surveys
show that the'rebe atans Imml-
grant INden males randed teoe
high to a~tia~wsoinl -'28'ytit
edt for ChhKeesnd Kaeean to 72

~~ at Nocid" rstes for
women are mudi lower 0.4 per,
cent of Vletaameee-Amerlcans
aM 1.2 paank or Chlaeso-Anur
kmr. :
HeilEh officials say m.nj .

(CuM'd)
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iw>..~e: sooept,mow~ ..
naemal - and tiut Arirn poi(Oe-
nes olDen makrs •it hard to idl
othera not to a4ioke. -
But Anh L.e, to6.eao .eauatlm

eoordinator at the Vietatmese
Comnunitg Health Promotion
Peqject at the tfniveigicy. of Cdl-
faida, Ean Prnxiso0. said mup
Vletnamese inuaigante tell hlm
they planto qnit betoeetbeir fhrt
ehiki Is horn- an kWkatfon thK
the American antl4ooldig aUM
tode is alnkins tn .
Wetidyr Nguyed, a t0iearoid

Vletnameee-Anerlcan Eirf from
9an Francisco, beueveg Asian-
American children .honld do
their bert to onke p.reete who
a.koke fed {aIIty-
- Wendy said ehe would prefer .
that her, parents' frteada not
emoiae whea they vfdt her home .
Hrt, she said, "They're, like,
frown-nps. Yau can't control
the>3o." -

a

SAN FRANCISCO EXAMINER ~yM 9 S ~
AND C.,Mo"l,.,J... - - - ,

Black market cigarettes $20:0.
a pack at smoke-free L.A: jaW

sit Paeh of the Cwtody Dlvision. '• Inmates smuggle cigatettsa intp ,
At lea.t Ib em io e i eh~ ii 'd

~
yp n e . e

LOS ANCELES - A amo ~ ~~ wM no'racoid t' uvi ~ g ~ ~ ~bsa in La AnQetes Coue jail- tiu, Pash said .
L-- seriowdisciplinazSProbkau,hRVa , . : ~6 kderrt a pncey 4e emarket . ~ }i~, Some mmatu operate atoree .
for aigas.tt.s and teiggar.d a rash
f of ruings or employep for eelling

the oontraband to inmates, offi•
ciais ssid

A pack ofaigarettn can fetch up
to $1A0, and a carton as much s
l2,000.

Smoicing was banned in the
22,000-imnate system in Septem-
ber 1881 .

Ths SherifFs Department in
mw losing about one employee a
seMA rae .U.Qai ~:datta.as-ot a
poiicy that proh,bite selling dga-
rettes to inmates, said Cmdr. Rab

i

U ~~' ~ ~ ~'•P --A- Le"(Inmetas) ae putting money
in yau face - bere'a b10~, her .'a ;~~~W"g them for ¢80 to

~• ~'s ~ W~ ~~t Civil, S.rvice nCommie.ion adoen-tha temptation there, wmetimea
you just f.ll for it," said Ray Price, ~L
a cook and union steward at the Inmates pqg for cigarattei by
downtown Men's Central JaO . , gambling or by using money depos• :
pr;" ,~ Srin j is ~~ s ihd by fri ands or family in their

p.naltyforwhettneyb. .ona-tio>. MCMUtewifhthejedceahier,Paah
offense by an empioyroe Nho ia feo- "'d .
ing money problems and constant Despite the bb r]o-market boom,
tempsation Pes6 uid the no-.uw]ting noiicv is

FSw or ah: af the flred employ. 95 pe,rcent ettettive :

an appealed to the county Civil Anunetpectedreaultofthebiglr
Service Commisaion, Path said . cod of cigarettes ie that inmatea
Onlyoneappenlhaeebeenaaoepted. -an using feauer dmp, Paahmeid .

Selling cigarettes to ffimatn is After buying cigarattee, they have
uconaidered fratemiratioe. no money Ie.R +

hlee vA)o girnqne.a b caMOrtia .
kan Bqt Ada am w mon Mkey ':
aertqk.srntn. .ui .'.aa~t
pqx•bm

: .

L.otlan hrbs

Cetr~foden meles ~ .
71%

weInanwee melee
- 36%
Kareen

_

~28%

Ay .dulb •
1111111111111110%

adrasorraeEerAWana kon -
~M W Or T~E8dr1~
tMYrakerrai .ladlYlar WIOF'ar : ..

at . .' .Mercury Cemtw
wnrrcnoraxrwea~
∎ uu aarroiaade rad a .ma
dri p .i~oMkp esn irms. Hfl6 ~ I
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Bill could snuff
tobacco sponsors
on court, at track
Pro would devastate

CAR women's tennis
By Jim King
tT11ff WIRTE0.

MC bonds between Winston Oipl'ette6 and NASCAR, and Vireinis Siima and Wum-
en'a tennis, have such long histasies and an
so stronQ, it seems nearly impos.i6le that
anythin could separate them .

Nonetheless, Democratic congressmen
Dick Dnrbin and Mile Synar ars giving It a
shot.

The I11imis and Oklahoma lawmakers
bave Introduced IeQislationthat would pm•
hibit to~,do-eompania [rom sponoorIna
apor[inp aveat. or sven buying aianaQe at
epovm vmwo.. Aod dve++ the ae;wl pwr4 w
ban smoldny in pablic pLces-includ inp the
White House - and the movement toward
maseive health care rctmatbey insist the
bill siands agaou ooanae of passing .

"Each year, the tobacco iadustry Ioaes
more than a ha1lmiilioa olits brst customers
that either die or quit," aaid Durbio ; who
sponsored tbe law that banned smoking on
commercial airlin.s. "In order to replenish
aheir taflki, they'V6 got to turn to Hds . and
they have been very stucesefd . When we
took tobacco ads off the radio and TV, they
rrant tothanext most rjaibte thice to getkida

~ an major companies that don't
spend money carelessly. They know that ln
order to qet,hids thay have to be affiliated

~Piih spottln` evenM" The bill aiso pioposes the tobacco ioduf-
tiy be regulated by the Food and ru
ministratio er, it wou reqmra a di-

th warnir~sandptntiibit[iee ram-
plas and diseounta It lw yet to be assigned
to a comm[ttab, and Durbin said- hearinp~
probably aroutdn't Ae held uotil late this

.. Y!ac~ • -

JDH 0 9 1993

ChURLOTTEi.TFAGLEfSdf
forrn.r Wittston Cup ehampion Biil
Elliott has ridden momEmum generated
by dpretu adverNsas_

Predfotabiy, itis b.oked by a e.oaiitlon of
groups like the American lieart Association
aod tha Amerlcan LtmQ Asooiation . And,
iust as predictably, iPs opposed by both the
tobacco and sports iaduehi~ies .

"I would hope my congresswoman h .a '
beVCr thinQa to do ~5au spend time on ffiis,'•
said NASCAR spoi[esman Chip Williams. "If
we pse a law that says you eanR buy a sigii
and put the name o[yourleyalproduct aait, i
well, I say We've got some probiems ."

/BowV.i
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_Pafd.t
But if the bill psssea, the impact oa auto

racing and womWt tennis could be nothing
sbort of devastating. NASCAR has been aflil-
fated with a olds, the manufacturer
of Winston ctgar tes, since 1971. 7[irL»nta
Sllms, manufactured by Philip 1/Iorris hss
aert a mqjor sponsor omsn s ennis

Association formore than 20 years.
Combined, they spend tons of mWons of

dollars on the sports .
"Obviously, we oppose this. YYs absurd "

aaid Bill Wordham, a spokesman for the To-
baeeo institute, a trade aasociation. "Cleary
[aporting events] are a very impotKant itatt
of the induatry's adveCtiaiag and promotiort-
al budget But not only is it important to tbe
indnstry, but to mtllions and millions of
sports fans as welf

"Tbe dollars thatara spent don'tiuatpro-

Th!! prDGCdIJre • '
The t+eharm bi kwodooad b/ ilspa. Didc
t>tsbin and ! W. SJnar lrc eo dav..v.ral !ro'
do bakr. baoemine Iww
• Tha bcY w91 ba attWad tio a oarrNtts . of
do Fiova otRapmr.ntatlws. wNd+wll hoW
trr.~.
. Tbaoon.dttsa,Ml.than'lmritup-tit.
laatdadon and, if k,parna tir owmiwaa, wM
b.seMmdrfukHa+i -
• Y flr sppraws iM NII, it soaa
ttrou~d. a ahnilr prac.s tn du Sangba .
~ g k pauas do sanaCe in the aama tam, k
la wtt ts the pratdent .
• g dr p.dd.nc Vr k, do NW dre k.

Con~ra k in aeaston, the b11 tp.m tuy
bammu twv. !f Cotgran,k net In trasia4
hewrwr, the bql din te what 4 allad a podt•
at woo.

mote a product, but . [they] sponsor maior
ecenta as well. It would impact participants
and fans alike ."

Whil ~Kraft_is the bi¢gest sponsor of the
Wanan's'I'ennie Association, tho circuit al-
moat bas become synonymous with Virginia
Slims. While controversy about that relaHon-
ahip has esisted for years, WTA oftfdsls say
t3 ~ ~orublewithitand would oppose

"They obviously have research that
shows segmenta of ota audience ate smok-
era," said Gerry Smith, the WTA's executive
director. "But tbey've never targeted any of
otn' players and don't ask titem to endorse
their product or smoking.

"I think they're just targeting people who
ue smobtre and over 21 years old, and I
don't bave any probletns with that"

WEDNESDAY . JUNE 9, 1993 .
_ 14e
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' HEALTH
All-Starsurged to forgo
"tobatxo during game
WASHIIQGTON-FSvehealth ; .

groups,two congressmen, and
Philadelphia Phillies pitcher Terry
Mulholland called Tuesday for
ballpl§pers to go tobaao-free

when the msjor leagues hold their
All-Star game on July 13 .

"Day after day during baseball
season, children watch theirbase-
ball idola plqy ball and, in many
cases, spit.tobacco," aaid Dr. Jer- .
ome Goldstein, vice president of •
the'American Aoademy of Otolar-
yngology - the branch of medi-
cine pertaining to disorders of the
throat, ear, and nose. "A tobacco-
free All-Star game would send a
powerful message to Little Lea-
guers around the country ."

THE WALL STREET JOUR.NAL TUESDAY, JUNE 15 . 1993

MARKETING & MEDIA
ADVERTI SING / By utuRAsIeo

Seattle Tums Down Smokes
The Seattle Times will no longer carry

ads for tobacco products, citing campaigns
that appeal 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 RJR Nabisco Holdings' Camel

cigarettes, whose mascot Joe Camel has a
high recognition among the country's
youth and Is widelyrevlled by antismoking
acttvists.

"Joe camel was not the ad that pushed
us over," Mr. Sizemore said. "It was a
Marlboro ad. And the message geared at
young people was . this Is a healthy life-
style, even though that clearly is not the
case." Marlboro's maker, Philip MorHs,

couldn't be reached, but the company has
denied it targets youth with its ads .

The move 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 tng affluence makes smoking more affordable . Already the
.,i.. «... s.m..

XIAMEN, China -The firstjoirit-venture cigarette fac-
tory in Chinapumps out 2 .5 mWon smokes peryear .

That's enough to give U.S. partner RJ. Reynolds To-
bacco Inc . a toehold in the country that produces and con-
sumes mo re cigarettes than any other nation .

That's aiso enough, bS . health officials say, to cause
the eventual deaths of75,000 Chineseperyear.

As fewer Americans smoke, U.S. tobacco companies
are venturing abroad, targetingASa as the mega-market of
the century. Anti-smoking activists ae scrambling to block
the export drive, which Is supported by U.S. government

number otsmokers in China exceeds the total population of
the United States. One-third of the wudd'S cigarettes ere
consumed in China. Tobacco firms hope to boost China's
smokmg rate well beyond the current 35 percent as the
market eco nomy expand s.

"We'd like to double our production ttds .year;" says
Zhou Shing-teh, public relations manager and economist at
the Xlamenjobdventure, the China American Cigarette Co .
Ltd .

The factory, which opened in 1988, uses the most ad-
vanced production equipment in China to make Camels
and Wkutons. Its most popular brand is Golden Bridge,
which spo rts a logo of the Golden (late Brid ge .

U.S . Centers for Disease Control scientists note that
the plant produces enoughdgarettes to provide more than
300 000 smakers with a pack per day Smokm at that at, . g . e

'The globatObaCCOepideynicis Wuldbeexpectedeventuallytocause75,000deathsyearly,
not being beaten. It's simply being the

°T ea ~ xe Uves argue that the Mdustry suppl estransferred from Western more than 20 pement of gavemment revenue m Asia, and
countries to third-world employs 80 MISon wmkers .They defend U.S. government

countries.' threats of trade sanMkns In order to open Far East mar-

-Dr. Judith Mackay,
director, Asian Consuliancy

on Tobacco Control

tmde officials. "Asia fs where the battlefkld Is now ;" says
Dr. Judith Macka-v, director In Hong Kong ofthe AalanCOn-
sultancy on Tohacco ContmL "We're at the center of the
war hem."

Western governments and health organizations have -
mounted massive education campaigns at home during re-
cent decades to warn of the dangers of unakhig . Tobacco
use has declined dramatically In the United States, Britain
and othereountrfes.

But in Asia, cigarette sales are saaring. Mom than half
of Asian men smoke; about 5 percent of the women hulWge .
Clever atlvertising targets women and children, as inereas-

kets ta Amerlcan dguettes, saping that a9 foref gn products
deserveequalaccess.

The United States has nn business imposing(ks health
restrictions on other countries, the'U.S . Cigarette Export
AnocisHonsays But anti-smokhlg groups counterthe eeo-
nomic argument, finding Asian governments more respon-

_ ~ aivetocostanalysesthanhealthconcems.ineomefromelg-
amtte tax revenue. Mackay aays, is wiped out by Costs of
medical cam, ksst productivity, tlgarette-eaused gres and
agdculturallandwtthdrawntortobaccocuhivation .

"TObaceo Is adebit," Mackay says . She cites a Chinese
Academy of Preventive Medicine study that estimates
Ohhm's smaking-rehted heaBh .costs in 1999 were 35 ag-
Bon-about the same amount earned from tobacco taxes .
Mackay, a British dodorwho has lived In Hong Kong for 26

fniam fqco-rehted diseases . She ieft heiapmMfce In 199g4
to work full Ume on the anU-smoking caue, and has trav-
eled throughout Asia advlaing governments and activiat
groups

"The global tobacco epidemic la not being beaten,"

.a. .: aw~w.war«.w
Four men enjoy a smoke outside ~a shop id Xiamen, China . ClgareHe taks~are siumping'in .the West, but are

soaring In Asia where half the men smoke .

Mackay says. "It's slmpty being transferred from Western
countries to third-world countdes" Three million people
die each yem worldwide due to smoking, maludhng a half
million m less-developed natlons, Mackay notes . By 2025,
the annual death toll will mcrease to 10 million, out ofwhich
7 mlllion will be inThird World countries.

"fwo million alone will be m China," says Mackap, who
is funded In part by the American Cancer Society .

Asia's most developed nation, Japan, has the highest
smoking rate of mq/or advanced eountnes. More than 60
pe rcent of Japanese me n amoke, according to a government
report released this month. Only 13 percent of women m
Japan smoke, but the number of young women smakers is
rising.

Tobacco sales hit enn all-time high m 1991, as the num-
ber of cigarettes smoked per year mcreased more than 10
times over the pmceding 12 years . Foreign hmnds are mak-
ingnewinruads.

More Japanese are aware of the health effects ofsmok-
Ing, however . Airlines ae banning smokbig during Oights,
and more restaurants offer no-smoking sections .

Antl-smoking aopvists, doctors and govemment
health o0cials are gathering Sunday for a three-day meet-
Ing in omlya, Japan . The third Asla-PadOc Conference on
Tobacco and Health will consider recent mediralstudies
and legisietion conceming tabacco m the region.

Anti-smoking activists emphasize the growing num-
bera of Asian chBdre n who smoke .

The China Commercial News reported a recent smok-
fng endurance contest among six teenagers In rural Shang-
qlu eounty, Henan province. Ydlage elders declared one of
the youths, klentl0ed aa Zhu, the winner aRer he pulfed for
threestraightbours .

"Zhu was overJoyed by his success ;'the May 9 newspa-
per reported . "but auddenly felt dizzy and dropped to the
grounddead"

I CAMP Aea(5)
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CIMN F1AN LJ:AI~:l'

Cincinnati finds • ,sino
mY 31 1993

for cil3zens, good for coffers
City's pension fund holdings'include tobacco interests
Sy BILCSLOAT
PtAM DEAi•FR REPORtt71 Anti~moking adoarale Ahron . ordinance, adopted during the 1

CINCINNATI ~~' ~ lobbied for the cigr 1 hat Jargely lmns thepe nsion !bn
Because those old coffin nails arc rette ban ai atadiuma, accused the ti~biy~ng atocks in firms that op

w demonie annoying and addictive, C'~ Council ot hypocrisy for allo°v- pgte in South African the health-conscious folks who gov- ~,i~x,,~~1On fhnds to be invested ia "We're not going on the attack

etn Cincinnati have exorcisedgppjt- "'•""" ~ce' ~~d Cincin- agains~ the toWaco companies di-~r~~fran Riverfront Stadium and nati was pro ting fiom products that rectly, Portune said . "We're trying
at~ier outdoor structures where more have been deemed a eatcinogen by to aafeguard the health of individu-

eity law, • ats• Wehaven't eoame up vhth socially
than 200 citizens might gather. ~~tt s an .ethinl and moral ia~ responsible investing ."
The new city law, which declares sue here: Should the city~oJlt from CouncJlwornan Nell SuMrb~ who

pmke "a human lung car- a product that eauses d si esse and voted against the outdoor ban, was a
and ubllc nuisance;' ~~ilit3,t" Leichtman said. "What ~ity ~employec for 30 years and can'

joins previous edi'cis that have al- they an: profiting from is the disease, cotlect retirement benefits . She said
ready restricted smoking in Public disability, death and human pain and it's not hypocrittclal for Cincinnati to,
buildings and created separate sutPering ' attack smoking as unhealthy while
amokent' seating areas for restau- Leiehtmart said he was shocked reaping prolits from cigarette man-
rants and halls that the city owned tobacco stocks . ufaMurers.
But 'the city's crackdown on ,~. "Ifa rank hypocriay;'•he said "Most of those tobacco companies

6cco isn't as socially conscious aa it "I don't think there's an inherent ` have diversified ." she said "We have
seems, conflict In that," said Councilman to make the best investments for our
For when it comes to V1all Street, Thild PoRunq wJto was a key sup• Fension fund that we ean . We tryto

where the city's ~e~s)on ufnd in• porter of the stadium amoking ben invest in companies that pa,v good
vests, Cincinnati c•onnnues to see-k a that takes effect Jan . 1, 1981 . "But dividends .Asleongaswddon'tlnvest
M~ky Strike from the Marlboro there are some good quest~ons about in someWii~g that's immw-ah IAegal

the investm'ents. or crimina4 we're not on bad
Rceords show the city has a finan•, "Are we sending conflicting mes• ground ."

cial siake inat least 21 brands of cig•- yogea as a mnnieipatify?" Portune Sucber, •who doesn't smoke, said
af7e.ttes, including Marlboro. Winston, wondered . "t~'the other' ltand, ate she feels sorry for those . addicted to
vrgiiua 51ms; Benson •dr Hedges, we hurting our investments by tak- a ettes . "I don't know that we're
Gmel, Salem, More, Pall Mall apd ing• that action to ban smoking at a mctBarette lxo>its but I
Lucky Strike, along with generics RiVerfront'" k~ >he b°„°,~,,,(,~ °n f a>'
and less popular labels. Tom Cheme, ercecuttve directer of• ~J ant aup' ' to~keep that f
mae sJwres

now
tobacco company 28%

the Gateway sports complex in ~girtanee Direator John L An•
stocks than before City. Council ruled '•~eland, said there are no plans to ~yU ~~ the pension fund doesn't
in March that passive smoke in out- ba° smoking at the newballpark . take into account the product a eom-
door settings waa detrimental topuir We're hard-pressed to take the' pany makes when it• buys stock. He .
Jicheslth. •jlead Jn banning smoking when a sa id it hires Professlonel moneyAccording to city n cords, CJrlcin- , substantial part of the money (to pay managers who .Jook fpr profSts•
eati's pens)on fund owned 120,800 for the~ark) comes ftnm people who "It everyone was told what to do
shares of tobacco compaqv ateEks smoke, Chema said, noting that and where to invest, you wouldn't
while the smoking ban was being de- taxes on tobacco are expected to have a true democracy. The fund's
bateti• Those holdings were uarth raiae $63 million for the new park goal is to maximize its rate of return
about $7.2 million . . and adjacont arena. , and diversify tu risk. It's not set uF
The city had 85.600 share's of Portune-satd Cincinnatl does not tobesociallyresFw.nsible,"
illi orris Co: 27,300 shares of have a policy on socially responsible

o ~inas Coep and investing - a broad'concept that
7;4 0 shares o mer)- caa~ds Ine . foreec public pension funds to invest,

put a(ter • passive sinoke was de- in companies that do not harm eithe,r
clared : a healtti•• hazard . -Cincinnati the envirenment or people . ='
upped•its stake to 152,900 share's in However, ;Clncinnati does have an

the three companies, which also have financial interests outside of tobacon .
It had .18,200 shares of American
Brands, 66 ;000 of RJR Nabisco and
.68 .700 of Phillip Morris.
• Thopo rtfoiio was worth 54 .2.mil-

lion, a dcrline due largoly to the drop
in value of' PhiJlip~Merr~s, .which re-
duced prices on Marlbam .cigarettes
to boost market share.'Wall Streettr•
sponded by battering the stock . '
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"Convenience Stores See Strong Response to Marlboro
Promotion"

1993 Dow Jones and Company, Inc . (Willis, Gerri) (5/28/93)

New York- With signs promoting a reduction in Marlboro prices and
a holiday weekend under way, convenience-store retailers and their
suppliers say the elements are in place for smokers to respond to
the 40-cent-a-pack discount . As reported, 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 successful the
promotion will be in winning back market share,for the company's
most important brand. Initial indications are upbeat, says Ted
Vamer, president of Richmond, Ind : based Convenience Stores
Distributing Co., a distributor serving 1,400 convenience stores in
eight midwestern and southern States. "Virtually every one of our
accounts has been buying the Marlboro brands that are being
promoted with this 40-cent discount," he said. "The displays 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 midwestem states, and
even some product shortages. Rich Flask, Southland Corp .'s
(SLCMC) category manager, said it may be too 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 roiling . Philip Morris has
said convenience stores have increased their share of cigarette
•safes dramaticaliy to a 33°k share of the market. Other types of
stores also are poised to do well . Catlettsburg 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 Marlboro when buying cigarettes
and that sales of the brand have oicked up this week over last . The
store sells more than 2,000 cartons of cigarettes a week, often to
Ohioans looking to escape higher state tobacco taxes .

f
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- :f1E MEDIA BUSINESS

Advertising Stuart Elliott

: Another tobacco company is trying to entice
smokers with offerings of merchandise.

ARE millians of smokers too busy
to amoke7 They may well be,
as another big cigarette brand

•loins a lengthening list offering cloth-
idgand ather merchandise as entice-
ments to get them to clip, save, sort
andsend in proofs of purchase from
packages.
Beginning Tuesday, the R. J. Reyn-

olds Tobacco Company will introduce
"WJnston Weekelds," an elaborate
aaticnal promotional program for its
hest-selling Wlnston cigarette line,
-the'country's No.2 smoke behind
•Ph@ip Morris's Marlboro. The pro-
' gram's centerpiece Is a 24-page cal-
endar<umcatabgue, offering 48
merchandise items and 7 sweep
stakes to smokers over 21 who clip
'Aperth a WinS{mt" proof-of-pureLase
Seals from packs of Winston and Win-
•sjoa,SelecC
'_. ,'flte program is the sixth offered
smokers as part of the tobacco cam-
panies' most extensive and expensive
efforts ever to shore up sagging sales
of their full-price brands. Those pre-
mium products have been .under re-
lenttess fire from cheaper brands like
Shieid and G.P.C., which can eost as
{auifi as $1 .50 a paclt less

•
' lite promotional programs are 'ut-
tanQed to complement short-term
price rollbacks at retail outlets that
have become widespread since
•,Marlboto Friday :' April 2, when
Philip Morris disclosed drastic tem-

'panry dlsedunts to counter the surg-
s ingealesof lower-priced brands.

'"
;rhese ptomatbns add value to the

-gmokers' choice of a full-price
.`bran4" said Peggy Carier, a spokes-

woman for Reynolds in Wmsmn-Sa-
leni, N.C.
"Most adult amakers feel they're

geiting a superior product when they
pLrcltaseafuil-pricebrand;'sheadd-
cd.!1hese programs reinforce that "
' . .'fhe "Winston Weekends" program
is, similar to ane that Reynolds has
tiEeti running since October 1991 for
itsCamel Ibre, offering smokers gear
b" sandals, T-shirts and caps in ex-
change for "Camel Cash" coupons
btsring the incongruous image of the

. Joe'Camel cartmn character dressed
, tp rCsemble George Washington on a
doildr bBL
. The Camel program, now on its

. thirp camlogue, "has been enormous-
ly' popular." Ms. Carter said, and
effective in persuading Marlboro
smokers to switch to Camels . She
qeclined to discuss spending on the
-Winston and Camel programs, but
estimates range from $10 million to
$20 million.

Marlbmn, for.its part, is sponsoring
the largest promotion in its history, a
"Marlboro Advenmre Team" pro-
gram that offers merchandise like
watches, lighters and sleeping bags
and a chance to win an u-day West-
ern wllderness trip. Philip Morris is
estimated to be spending more than
$200 million to distHbute "Adventure
Team" gear catalogues and redeem
"Adventure Team Miles" - Univer-
sal Product Code seals from package
sides .

Participation is "mare than .re had
expected." said SheUa Benks-MOKen-
rJe, a spokeswoman for Philip Morris ;
in New York Orders to date total 1.1'
mBlion, she added, and more than
100,000 orders a week are pouring in.
A Philip Morris survey indicates

that of the nation's approximately 55 from Winston packs .
million adult stookers, 46 percent are
aware of the "Adventure Team" pro-
motiou,shecortinued,andl7perem t '
are collecting the U.P,G seals That ~-
would mean a staggerhig 935 mililan
Americans ate pertlelpeting . .
The Widstoo promatWt will beon a

smaUer scak than MarOmru'a, with .
the caiendar/catsbgues distributed
primarily at stores rather ttun via
costly magazine inserts. Ms. Caner
said that advertisements for the pro-
motion would tun in the June and
July issues of publications like Cos-
mopolitan, Hot Rod, Parade, Peih-
house, People and Sports Illusuated .

The promotion was created as a
.special project by 1-mtig, Haymes &
Carr m Winston-Salem, a Reynolds
agency that handles the company's
"value" cigarettes like 11ora1 and
Magna and its sports marketing pro-
motions.
The "Winston Weekeuds" theme

was developed from a campaign by
FCB/1-eber Katz Partners in New
York, carrying the slogan "That's
worth a Winston," that appears in
advertising at retail outlets-

m addition to Winston, fstoe' 1 and
Marlboro, smokers nationally are b>
mg urged to collect proofs of pur-
chase from three other brands: all
marketed by Philip Morris : BensonJ&
Hedges, Parliament and Virginia
Slims . The promotions share a com-
man element - smokers are re-
quired lo puff like demons to coliett
enough proofs of purchase for the
fanciest merchandise.

"Winston Weekends," for instance,
offers a leather jacket for 990 Win-
ston seals, which would require smok-
ing 19,600 cigarettes .

Lis4+eN.

The "Wmston Weekends" calen-
dar/catalogue offers items in a-
change for proofs of purdm.e
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Philip Morris Cos. :
Extends Price Cuts ,
On Marlboro Line

By Eae v Snermo
StafJRepore¢ro)Tae WwuBTacsrlouaNAL

NEW YORK - Pbtlip Morris Cos. ex-
tended by six weeks the aggressive price- .
cutting program for its Marlboro ciga-
rettes - essentially 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
sales' of Marlboros since • the promotioti
started late last month. But some tobaccp
experts believe that smokers - and re•
tailers - are simply stocking up on ciga-
rettes to take advantage of the tempo- .
rary price cut, rather than fundamentally
boosting Marlboro business.

"Marlboro is cannibalizing its future ; :
said Gary'Black, an analyst with Sanford
C. Bernstein & Co . -

-Gttarded by 'Marlboro Police'
The promotion, which has decorated

the nation's convenience stores and to-
bacco shops with new Marlboro sale signs, :
is proving to be a logistical nightmare for
Philip Morris. The company was forced to,
hire 2,508 temporary workers, dubbed the
"Marlboro Police" in the tobacco trade, to
make sure that retailers pass on the price •
cuts to consumers rather than pocket the .
rebates from Philip Morris. -

Rob Heuberman, general manager of
Starkman Distributors in Atlantic City.

N.7., 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 inflated 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. -

But the rampant discounting is simply :
training consumers to buy whatever brand .
is on sale, rather than cementing affection
for Marlboro, Mr. Heubernnm said. "Once
the promotion is gone, interest in the

ADVERTISING AGE. JUNE 7. 1993

ptnduct disappears," he added . "The ciga
rette manufacturers are in an unbelievable
state of denial if they think there is
anything they can do to stop the move to-
iow-price cigarettes." '

RJR Nabisco to Respond
While the tobacco companies have been

attempting to raise prices on cheaper,
cigarettes, Philip Morris's latest move,
extending the Marlboro discounts until
Aug. 8, is a reminder that the price war
is raging unabated at the upper end of the
market.. The company's biggest rival, RJR•
Nabisco Holdlogs Corp ., matched the ear-
lier move and said it will respond to the
latest Philip Morris announcement .

Tobacco experts said the extension of
Marlboro's 20I6 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
Marlboro promotion . "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 28 cents a pack .

PM feeds the pricing fire
Marlboro 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 its
Marlboro pricing strategy is starting to work. .
The company told distributors last week that discounts

of 40¢ to 500 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-
cholas M. Rolli, director of financial
communications .
R.J. Reynolds Tobacco Co. officials

were considering their response and
were expected to announce 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
at monthend .

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 a bit of Marl-
boro products, but I think we are pulling 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
brands haven't been affected.
Buyers in three other markets said

they haven't seen any impact on other
brands' sales.
The Marlboro promotional program

via Leo Burnett USA, Chicago, is de-
signed to boost flagging market share
.and also includes increasing promo-
tion of the Marlboro Adventure Team .
The RJR price-cutting response

~1arlboro ~
Winston

"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 distributors in several

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 it's 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 . O

x
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Philip Morris <MO.N > says
extends Marlboro plan

RTf 06/111657

NEW YORK, June 11, Reuter - Philip Morris Cos Inc said it Is
extending until early August its price promotions and discounts
related to its flagship Marlboro cigarette brand.

Director of communications Victor Han said the decision was
made because of "early positive indications of consumer
acceptance. We also wanted to have more time to evaluate
consumer response to the current price gap," between premium
brands such as Marlboro and lower-priced discount brands .
RJR Nabisco Holdings <RN .N> spokeswoman Maura Payne said,

"It's a fair assumption that the people here are analyzing and
formulating a response, which may be no response,"
On April 2 Philip Morris announced it would be making such

promotions for its cigarettes and later set a plan for Marlboro
to run from late May until late June .

When Marlboro Is priced at the right level, Marlboro's share
will 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 a newly repackaged Winston Select
cigarette product, with new blends and advertising .
And on August 2 the company will launch similar promotions

for four new Winston select lights styles.
Both Winston Select promotions will last for an undecided

length of time . "We're fust going to have to wait and see where
the market Is at that point," Payne said .

The two-for-one promotions will exclude current discount
deals this month previously announced for RJR's Winston and
Camel 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 also

mixed nationwide, through a combination of couponing and up-
front discounts,Han noted .
REUTER

DEIWVER•R6CKY MOUNTAIN NEWS

JUN 12 1993
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Cigaratte Promo exteaded
P4MQmOm3,Cos. Inc. said Fri-
dayitisegending unGiearly
August itspi9ee promotions and
discautts on its Marlboro ci
rette brand. A spokesman
SE~CCSciaa was made because
Of "eally positive IIIdlCationE of
ooawmer aoceptance. We also
VP1IItedtobaYGIDOte t1IDe to
e1rAlute ceflalIIRe[te'SpOOae to
the Ca- t p[ice gap" between
pratilmt brandiaauch as Marb
boa pand b Aer-priced dSscaunt
6xands.Separat•Jy, Nab•
Hoidmgs Caap, aaid u er a•
buy two-fa-0oe promotion be-
gumin8 July 1 tolaunrh anewly
repacMaged Wiaston Selecttaga_
rette product, witit new blends
and advertising. Aud on Aug. 2
.tbe'mmpany wip launrh scmlat
PiOnqtlams for fotli nGw WiLL4tofl
selectlightsstylea.
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Cigaret Price War
eanetoad r„w

WlnstonSalem, NC.
J. olds Tobaaco Co.

tossed a new sa vo in the bud-
ding elgaret prJce war yesterday
by announelna come new varlet•
tes of !ts Wiaston Select brand
and starting a twoaforrone price
promotion .

The moves, taking place next
month, are part of an effort by
y %Ol ~a g~ b selu from Philip

poputar liarlboro
brand. a Reyaolds cpokeswoman
stid.

rrU cut the prJce of
Marlboros by several weeks
ago, prompting other cJgaret com•

prices
with disco nts and promotioas

Winston Select was oriQinally
Introduced to appeal to Marlboro
smokers . Now, Reynolds Ia intro-
ducing four new "light" varietics
of the Winston Select brand : king
size soft pack and boa, 100s soft
pack, and slim 1001 box .

The new varieties will be avall•
able start(ng August 2

"Marlboro 1s clearly our target
in the Winston Select famJly," said
the R.J. Reynolds spokeswoman.

Philip Morris cut the price of
lfarJboros In a response to declin-
tag market share due to the popu-
larity of cheaper, generic brands
of smokes.

Payne sald the Winston chang•
es were In the works before the
Marlboro prioe cut.

Tha changri were basedln part
on consumer surveys eonducted
earlier this year. Part of the re-
sponsec dealt with packaging.

"Consurners were tailing ns
they wereNt sure what Winston
Sclect was. We wanted to draw a
elear distinction between the Win-
ston family and Winston Seleck"
Payne said .

To make the distinction, the
full flavor brands have been re-
packaged to play up the word "Seo-
lect" with a blue rectangla under•
neath the word. The word "Light"
will appear in the blue rectsnglq
for those brands.

"1 think there was some contu•
sion to some degree; Payne eald.
"People couldn't draw a diatlna
tion between the base family and
the select styles."

The price cut has a simple pyr
posa, she said.

"The buy-0ne, get one free Is
simply to generate trial. Thera are
400atyier on the market To gener•
ate any Interest and grab attem
tion, buy-one, get-ona free ts the
most commonly used vehicle !n
tbelndustry," she said.

The Marlboro price cut may aa
tually benefit Reynolds, she said .

"1 think the Interest that has
been generated by smokers be•
cause of all the pricing changes
wtll play to our favor because pea

Ukoly to ashJlor theasam brand."

CCMPA98(51
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Marlboro price promo
smoking RJR's Winston

Effects of Marlboro
promotion

Cigarette shares from four Midwest and
Southern madcets.

WeeY
VAetl
SnS

IIW bplo . .. .. . . . ..... . . . . . 25 .2%
Wimtoa . .. .... . _ . . . .... . . . .. 8 .7%
Camal . . . . .. ....... . . ... .. . . . . . 3 .4% '

Wrk
utld
64

30.3%
4.5%
3.3% . .

CYMKe
+5.1
-4.2
-0.1

Tot01 penhni . . .. .. . . . 80.1% 80.8% +0.7

OOd . ... .. . . . .. .... . . . .. ... . . . .4.8%
~

4.8% -
CamaOge .. .... . . . .. ... .. . . 2.8% 2.3% -0.5
Ulal m. ice . .. ... . . 14.5% 13.9% -0.6

Ahate Wrf .. . . . . . . .... . . 4.4% 4.5% +0.1
Oasls . .. ... .. . . ..... .. . . . .... . . 0.2% 0.2% .
TaM pnni . ... . . . . ... . 5.3% 5.3%
snno.: smob. erna~ seame

`r'Aw" Cigs
(Continued from Page 3)

June in the four markets but
hadn't as of the study period. RJR
also has a variety of localized
Camel promotions

. The numbers show Marlboro'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
a 32 .1% share, up 2 percentage
points. But carton sales took off,
with volume up an amazing 41.7%
and share of carton sales at 29 .3%,
up 6.9 points. (The share was even
higher the week ended May 30,
reaahing 32 .4% of carton sales .)

By Ira Teinowits

Early market share figures indicate that if R .J.
Reynolds Tobacco Co. doesnot 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 sales in the first week of June drop 45 .7%, while
Marlboro sales rose 26 .2%.
"That's why they have to respond," said Manny

Goldman, an analyst with PaineWebber . "The differ-
ence is too great, and the conclusion is RJR has to re-
spond ."
The data from 330 supermarkets in the South and

Midwest come from Efficient Market Services, a
Deerfield, Ill., scanner data research company
created by former Nielsen Marketing Research and
Information Resources Inc . executives . Efficient Mar-
ket Services claims it gathers and processes scanner
data quicker than some of its rivals and last week
provided a week-by-week tracking of share changes
at supermarkets May 10 through June 6 .
Philip Morris dropped Marlboro prices by 40¢ to

500 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)

Winston, meanwhile, 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,

which Philip Morris seemed to tar-
get in its price cutting, saw vir-
tuaIly no change in overall sales,
though sales of Philip Morris' Cam-
bridge fell 15.1%. Generics saw a
4.5% increase in overall sales .
An RJR official said the com-

pany's own numbers show no de-
cline of any significance, and -a
Philip Morris official said that
while numbers are up, the mar-
keter has not seen increases in the
range shown by the Efficient
Market Services survey . O
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Will 'Temporary' Discounts On Cigarettes Endure?
Changing Smoking Patterns Hinder Efforts To Protect High-Margin Brands

ByMarBynMach
fnNewYork

Tobacco companies long will re-
member "Marlboro Friday" as the day
their conventional marketing strategies
wentupinsmoke .
On that day, Philip Morru' Cos.

disclosed that earnings fmm its U .S.
tobacco business would plunge as
much as 40% this year in the fare of
ferapricecompetition.

Where There's Smoke~ ~._ . ,. . .
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Miarketing
In making the April 2 annonnco-

ment, management of the New York-
based Philip Morris USA tobacco unit

MLLlnllrun tlnJ/e Vt me nUm6IX'w

market has slipped from a peak, of'
26.3Xin1989m22.2y.currently,aa~'A ._ , .
analvsts. ' . - ., .

Domestic unit volume of oB=prix
cigarettes surged 20% last year to 153
billion pieas, according to a report by
Terry BivcnS, an analyst with New
York's Argus Research Corp. Vohme
for fuB-priad ad brands slid 7 .4•% to
353.8bilBonpieces .
Discountbmndsnowhnldastriting'- .

39% share of theU.S. dgarettemmket,'+
Philip Morris Chahman and f]tief
Bxecutive Michael A. Miles said ro-- _
=dy. :i inductry'sdeepdismuntbrandsatidits~ lunyspokesmansaid. ` _

~ prices at mtes higher than inflation,
without noticeably improving product

% quahty.Intheproass, industryladers
~ created a market vacumn, prompting
E smaller players hke B.A .T. Industries

ilPLC's Louisville-based Brown & W-
'Bamson Tobacco Corp., to enter the
fold with brandspriad at half the price
ofpromiumbmnds .

Majqr's Discomt Braodv
As the smaller company's products

prospered, the major players developed
thef r own discount br4nds .
In 1992, 50.8%% of RJR's domestic

tobacco dollar volumo wme from
discount brands, up from 36 .1%% the
prioryear.
Siace these brands are much less

pro5mble thaa" premium brands, the
tobacco giants am determined to keep
growing the premium end .

Gross profit on Philip Morris Marl-
borq for exampM is about St a pack,
compared with 25 ants for discount
brands, figures Rilliard Lyons' Umo--
hundro. '

"We're committed to narrowing the price gap to make Marlboro and other-
premium brands more affordable '
through om promotional efforts, and

in doing whatever is neoessary to maintain• om share in the premium'
segment," said FJlen Merlo, a compsny "

'spokeswoman.
The company's strategy is to regain

momentum by adding value to the trademark and to cmate strong `
rclationships with consumers through'_
loyalty programs like the Marlboro .
Adventure Team, a contest that offers
trips and Western gear in exchange for proof of Marlboro pumhase

. .
The company markets its diswunt -

brands with much less fanfam Pria is the most significant aspect of the positioning
. '

Anottrer Approack
Brown & Williamson uses a dilfinent

approach. _
Introduad in 1985, its GPC brand

became the top-selling genericrigarette
in 1991 . Last year, market share
doubled to 4 .2%, says Tom Fitzgerald,
acompznyspokesman.
The brand is marketed by Marketing

Management Ine ., a distributor .
"Our approach has been to coordi-

nate our efforts behind a single
branded entity, rather than Bagment-
ing our efforts across numerous ~
bmnds," Fitzgemld said . This has ~
allowed it to generate considemble
bmndequityamongconsumersandthc ~
tmda '
Brown & Williamson has 15 discount {-~

Ligarette bmndstylcs, while Philip l
Mortis hes more than 100 extra-low- ~
pdced brand styles spread acros¢ 12
separatebmnds,benotes. ~

~

e)a

"With eonsumer con6dence, at Msb „W-margin brands has grown ovm the . , 1Le ex~ensiott, of" the . promotion,
toric low kvehS these va5' low-priad y~- As of April, some brands sold jtuwevei,`indiptes the pricing battlo is
cigarettes olfeted a compelling value for'as'low as 99 cents a pack, while acakmting .
torthemoneytoaninereasingnumber othmwentforasmuchasS3 .18. - Critipehargethatindustryleaders
ofamokers;'hcoxplaincd. -In response to this ever-widening haveheenthe'vownworstenemies .

Cigarette marketers traditionally spttad, Philip Mortis rcduad the price "The major cigarette makers got ton
tapped into consumers' quest for status of Marlboro cigarettes about 40 cents greedy by demanding too high a price
to build brand loyalty. Their message per pack to about 52 in a temporary spread between the upper-licr and
was that smokers made a very personal Pmmodon. lower-pria brands;'said Jeffrey Omo-
smtement when they pulled out a WlmtunPrittCtt hundro, an analyst with Louisville,
particular brand. RJR Nabisco Holdings Corp.'s RJ. Ky : based JJ.B . Hllliard, W .I. Lyons
But the mix of smokers is now IteynoldsTobaccoCo .matchedthe40. Ina

skewed toward lesr educated, bw,:r- cent cut on its Winston brand, and it is The big questiun is 'whether the
income consumers, who are more offering special price promotions on industry'sdiscouotsaret®pomry . .
price-sensitive and less imagacon- Camelsincertainmarkets. "I am skeptical whether these com-
sciottsthanothergt'oups,expertssay. Philip Morris also said it would panies will be able to raise prices as

Range Of Prices forgo further price increases on pre- they had in the past,` Omohundro
Low-pri¢d contendets havo thrived mium brands Porthe foreseeable futute . said.

insuchanenvironmentbeczusewhat IaMay,itraisedthepriceonitsdeep FarMerCdbSpeculated
they lack in quality, image and taste, discountbrands byS2per I,BBUpieces . Some analysts say premium-bmnd
they make up for in price, contends 'r The price battle heated up early this' prices could drop aaother 2D cents a
John Lister, chief esecutive of New ''month when Philip Morris manage-
YorkmarketingconsulmntListerBut- mentextendcditsMarlboropromofion
Icrlne. by more than four weeks to early

Discount brands ate priced at va- August .
riuus levels. Philip Mortis, in addition j" There have been early positive
to its premium brands, makes branded indiwtions of eonsumer acceptance .to
discount cigarettes, such as Cambridge ; the progiam; such' us favQiabl'e Iefdil
deep discount brands like Basic; and sell-through, (that suggest we are
prirate-labelbr2nds, meeGng) our intention of making
The nrice differential betwanthe Marlboro more compeGdve ;' a eom-

pack before the pricing battle ends .
Some experts say industry leaders

sowed the seeds for their aurrcut
predicament through their longtime
priang pmcficcv. They then com-
pounded the problem by developing
WeIP"oWl'ISW-PdCed'brands, thus
cannibalivng their markets, these ob-
servers-say .
Fur years, cigarette makers raixed

CCMPASat51
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THE ECONOMY

Consumer Prices Rose A Tiny 0.1 % In May
Weak Inflation May Keep Fed From Tightening - For Now
By 8athlem Haya
InNewYnh

A slim 0.1% rise in May
consumpr prices reported yes-
terday oonfirmed that inflation
is not spiraling out of control
and pushed the chance of
Federal Reserve credit tighten-
ing into the future.

The ilsemae in the May ermnmter
prict Index waa a msntrnaon from
Aptifs 0.4% rise and on par with
Masch•s 0 .1% gain, the Labor Depart-
ment sdd yesterday.
The CP1 stood at 1141 (19g2-

g4 - 100) in May, up 32Y. from nyear
earlier.

The May CPI pulled back in spffe era
substantial 0.4'/% rise in food prfaa that
was pacedbya 48%aurgeIn the prfce of

tamated, the Iabor Department anid
yeetesday

Olfseteng dejump In food costs was
a drge 1Yn drop in energy prices, the
6iggest,monthly decfine in mom than
two ymn May's drop completely
wiped out gains of 0 .2Y-. in April and
0.T/.In Masch.

Excluding these volatile food and
energy price components, the "core"
CPI rosejust OY/% in May, only half of
April's 0 .4% gain, although a shade
higher than March's0 .1 Y% increase.

Yesterday's figures were better than
the 0.2% and 0.3% inaeasm expected
in the overall and com CPI rates by
Wa1lStreetanalysts .

In addition, the favombje May CP1
wnfumed the benign inaation meavge
in the May producer price report,
rekaxd Friday, that showed wholesale
price Inflation unchanged anerjumping
up0.6Y% in April and 0.4'/% in March.

"7he inflation acare wea overdone,"
Edward Boehne, pmsident of the Phila-
delphia Federal Reserve Bank, told
Reuters yesterday. "It is is hard to see
where in(lation pnxaures come from-"

President Clinton extolled the recent
PPI and CPI reports as pointing to

Apparel Prices
i<Y~ t-,r-Y~, aI1 r Kr ~i .

interest rates immediately in order to
squekh inkmifying prke pressmw .

But many analystts also said that, far
from eliminating the need for such a
move, May's we0-behaved price data
merely postpones the inevitable day
when the Fed will start tugging back on
the natio n's c[edlt Ieim.

Good A.d Bad Nesn

"There's good news and bad news in
the May CPI report," said Sam Kahan,
chief economist at Fuji Securities Corp
in Chicago . "It confirms that the uptick
in inflation earlier this year was not real
inflation but a reflection or the malad-
justmentofseasonalstatislicalfacton :'

He predicted favorable innation read-
ings for the next month or two that
would be consislent with an annual
inflation pace of Y/% to 3 .15% . But as
the economy picks up to a"solid"
annual growth rate of 3%, in0alion
could pick up to a 37% to 3 .5% mle, he

added.
"If I'm right . . . it's morc than likely

the Fed will tighten policy a notch or
two by the fourthquarter," Kahan said .

Economisbcounled among the pleas-
ant surprises in the May CPI report
unexpected decOrsn in apparel, uans-
portation and enlerlsinmenl cost+ .
Clothing prira feA 0-5N% in May,

ralkcting larger-thm-usual ples on
spring and summer clothing, the Labor
Department uid . In April, apparel
prices were unchanged aaer fklling
0.5% in March . .

Transportation costs fell 0 .1% in May
after gaining 0.2% in April . Entertain-
ment prices decllned 02% last month
aaer risi ng 0 .2'/% in Aprii.

In addition, housing cosbeased off to
show a gain of just 0 .19. in May after a
surprising 0 .5•/% gain in April. Sincc
housing costs comprise 41%. of the CPI,
they have a big impact on the overall

:s .- .iI1A V

Or _
~ yr -,

~~ ~t ls. ..a,~.,e . .u:. .

index. Economists were scOkved to see
that the average of the past two months
was in hne with the 0.3% average
monthly gain of the past year.

MdialCoatsUP

One or the uglier parts of the May
CPI report was a 0.87% increase in
medicaleare eosts to a level6 .3•/. above
one year ago. In April, healthcarc
prices gained 0.6% on top of a 0.3%
increase in March and a 0.5%% rise in
February.

low& inflation, juxtaposing them
agifust the growth in nonfarm payrolls
of narty 750,000 so fa r thi s year.

"tam confident that the continuation
ofthis trend depends on our ability to
pass a strong economic program
through Congress that reduces the
deficit, inercase investment in our
future and ia fair;' the president said at
a news conference yesterday, linking the
better jobs growth with low interest
mtesandlowin0ation.

Clinton was alluding to the adminis-
tration'a view that yields on the Trea-
sury's long-tetm 30.year bonds have
fallen in response to his budget deficit
reduction plan and will fall further if the
planisactuallypasscd .

Economists seid bond investors ap-
pear to be .reassured by the latest
inflation data that there is no pressing
need for the Fed to mise short-term

The Labor Department's "other
goods and services" price component
advanced a brisk 0 .7'/% in May after
rising0.5'/. in April and 0.6'/% in March.
Tobxao orica posted a gain of 0.4%
lart month and 4.3•/% for the first ave
monthsoflheyear.

Econamists wcrc auick to ooint out
that at kast parl of this tobacco ce
eavance s,l-oufd e"~emul tht m h
p Phi lin Mortisls highlypubliriud cub
in cigarelte psrces at last come into
eB`ect.

Some said they still expected to see
food priees ease oB as the impact of
heavy mim in Mamh thal decimated
nops dissipates and production picks

up. Food costs rose 0.4•% in April and at
a 3.5%% annual rate in the fint frve
months of the year. .

Energy pdces, which as of May were
at the mme level as December, also are
supposed to be on the son side if lheuil-
producing statrs remain unable to
resolve their diRercnas and agree to
stick with output-limitingquoms.

Overall, the CP1 has risen at a

seasnnally adjusted 3.8•/% average an-
nual rate in the year through May,
comparcd with 2 .9% for all of 1992, Thc
com CPI gained at a 4.1 % pace com-
pared with 3.3% forall oflast year.

'Inflalioo Persistem'
"Inflation is not zero, inflation is

here, and il's persistent at a rate ofabout
3% to 3.5Y,"annually, said John Silvia,
chief economist at Kemper Financial in
Chicago.

"It's not skyrocketing, so people can't
speculate in commodities, and ifs not
crashmg, ao they wn 1 go long in
bonds," he observed. "Dealing with a
rtnario of moderating in0ation is very
ditEcult."
In a sepamle report, the Labor

Department said that American s aver-
age weekly earnings, adjusted for inaa-
tion

.
Ieaped 1 .6% in May, the biggest

increase since February 1982 . kabor
costs make up about 60 % of the cost of
producing a good, and ecanomists
watch them closely as a harbinger of
risingin0ation .
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Shoot out at the check-out
NEW YDNK LOMDON,IND LOS ANGELES

From Marlboro to Kellogg's, big brands are under siege from supermarkets'
tnvrt-la eTiT.Manybrandswillperishorneverbesoprofitableagain

LIKE Shakespearean scholars after a spell
at Harvard Business School, the manag-

ers of the world's best-known branded
products 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); Philin Morris
bought Kraft for $12.9 billion (four times
bookvalue) and Nestlespent $4 .5 billion for
Rowntree (five times). John Bryan, boss of
Sara Lee, remembers 1986 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 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 Rellogg
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, manycynical American and Eu-
ropean shoppers have concluded (correctly)
that there is scant difference between them.
Price-sensitivity is waxing and brand-loy-
altywaning. This is taking a toll on even the
savviest marketing machines, such as Philin
Morris and Procter & Gamble (e&c) .

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 finns having en-
couraged shoppers to buy on price by bom-
barding them with special offers . Also re-
sponsible are retailers' own-label 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?

[f it is, the day that will live in infamy is

"Marlboro Friday". This was April 2nd,
when Philip Morris admitted that oneofthe
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-May, investors not only
wiped $13 .4billion off Philip Monis'sstock-
markervalue but also ushares in
scores of other consumer-goods firms

. nJrt, P&G, Coca-Cola, PepsiCo, QuakerOats and
Gillette were all bludgeoned by traders con-
vinced that the explosive profit growth once
delivered by branded standard-bearers was
a thing of the past .

Btandsonthenrrr . .
Publicly, few packaged-goods companies
admit that Wall Street's fears are justified.
Cigarettes, they argue, are a special case
giventhehugepricegap betweenfull-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
of brand loyalty-that make pricecutting by
Philip Morris,and subsequentlyby its main
nva R-7 I~tastarksymbolofchange.

In private most managers worry in-
tenselyabout howcorrosive th6 change will
be. Consumers who once stuck to favourite
brands most or all of the time are now will-
ing to try any item that catches their eye.
Separatestudies bythe Roper Organisation,

. . a research group, and nns Needham, an ad
agency, have found that the proportion of
shoppers seeking out particular brands and
willing to pay more for them has fallen
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 intenta-
tional advertising agency, nearlytwo-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 qualityofmost goods and made it easier k =
for competitors to copy one another's inno- G'3
vations-which are, anyway, typically mi- 1~-
nor and increasingly rare. CJ2

As goods have become less unique they W
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

lEonrla
COMPN93/Sj



tcoeer .l
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 parityare highest in markets like Ja-
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 iri-
stead of being passed on to customers . As
more of their advertising budget was di-
verted into promotions, consumer-goods
firms 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 costas loss
leadets, thereby angering manufacturers.
• Together 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'big 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 94 of total groary sales, 1992
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ucts nowaccount for more than 2o%ofsales
in some European supermarkets (see chart) .

Partlythis 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. eet c 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-Iabel 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 :
Kellogg,which has seen own-labels'shareof
the cereal market double since 1988, is now
emblazoning its boxes with the slogan "We
don't make cereal for anyone else." But Kel-
logg is in a minority. last year Campbell
Soup, one of the last to hold out, staned
making own-label goods-except soups .

As their quality improves and sales rise,
the threat from own-label products will get
tougher. Itetailers, which often make twice
their normal margin on these goods, are
flexing their muscles and turning own-la-
bels into brands in their own righL Con-
sider Britain, where Tesco, a supermarket
chain, is now the brand with the biggest ad
budget. Tnte, firms like Unilever spend
more on their various brands combined ;
but it is to Tesco's advantage that all its own-
labels fall easily under one "brand um-
brella". Similarly,hundreds ofproducts can
be sold with "Good food costs less at
Sainsbury". The same may soon happen in
Amerita:on Marlboro Friday, the country's
biggest retailer, Wal-Mart, launched its sec-
ond own-label line, Great Value .

That is one reason why manyconsumer-
goods firms which reckon all they need to
do is cut prices temporarilywill probablybe
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 Phili Morris. This means they
are less like y to accept price hikes 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
Pae.Over the past 18 months thegiant Cin-
cinnati firm has slashed the wholesale
prices ofabout 70% ofits products and elim-
inated discounts to retailers in an attempt
to reward customers' loyalties with "every-
day low prices." It has been rough going . Re-
tailers that rely heavilyon promotions were
furious; some denied shelf space to P&G
products . Worse, rivals such as Unilever
stepped in with generous deals oftheirown.
Salomon Brothers says that in ten of 11 cate-
gories, including nappies, toothpaste and
washing powder, P&c'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 sceptical . 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 . Fdto-Iay recently
slimmed its product line; now its main ri-
val, Borden, is planning to do the same. At
Pac, 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 . ln fu-
ture, says David Robey, a top manager at
Tesco, "all the 'second division' brands . . .
will gradually disappear." Many of Mr
Rob'ey'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, ofcourse, 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 Wn .r.wrt'POWEn
SYaJf Xeporfer of.Txe W ^cc Srnser Jo[mNwc

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
moneymanagers find less than appetizing.

As soon as tomorrow, the New York
Stock Exchange expects to begin trading
stock in RN-Nabiseo Group, which repre-
sents a 25`% interest in the Nabisco food
operations. As a Big Board official de-
scribes it, RN-Nabisco "is an instrument
to receive a particular revenue stream
from the parent" company, namely RJR
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 .
B one wants to hold any RJR security at
all, they suggest, 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-
as hurled by dealmakers Kohlberg Kravis
Roberts & Co. and Wall Street underwriter
Morgan Stanley . Investors will get rights
to part of the earnings of RJR Nabisco's
food business (home of all those Ritz
crackers and LifeSavers and Grey Pou-
pon), without owning the company's to-
bacco half, which nobody wants a part of
anymore. Forget all those worries about
declining U.S. cigarette consumption,
price wars and tobacco litigation . That
sounds promising enough .

But the two halves of the company
aren't actually being legally separated .
The new RN-Nabiscro holders would still be
exposed, both directly and indirectly, to

Will Investors Take the Plunge?
As RJR Stock Slips.. .
Weekly stock prices (NYSE
symbol : RN)
$12 ~

I

1992
Source: aueline

1993

: - A New Stock Blooms
RN-Nabisco Group (NBG) . Expected price : $17-$19.

THREE
MONTHS
ENDED

i FINANCIAL RESULTS' 3/31/93

Netsaies(millions) 5'. c5c
' Operating income

' Net income -

RJR earnings attributablc
to Nabisco Groupz

. Per-share earnings
; for RN-Nabisco

YEAR
ENDED
12/31/92
$6,459

'Pro fonna, as N olfednp had already been made at S1 `~ -ire
eAttrinudng acquisition-related expenses to parent u,myary
NOTE: All financial results, except per-snare earninps, are in
millions of dollars

the huge risks of RJR's tobacco business .
And RJR can recombine its two stocks
whenever it wants to, anyway.

Among the skeptics is Standard &
Poor's t:orp ., which has one word for this
unusual, $1.7 billion offering : "Avoid ."

RJR Nabisco is "just trying to rejigger
the pie . It's an accounting transaction,"
says Terry Bivens, who follows food,
tobacco and beverage companies at Argus
Research and says he wouldn't buy the
RN-Nabisco shares . "if you really want to
buy a good [food] stock now, you can buy
ones every bit as good or better at compa-
rable multiples," such as Sara Lee or
Campbell 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 to 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-
tor questions whether the exchange should
be listing such a quasi stock .

The extremely complex stock offering
is expected to get easy approval at a
special RJR-Nabisco shareholders meet-
ing today in Parsippany, NJ. The offering
price could be set as soon as tonight, with
trading to begin the next day under the
symbol NBG.

Will this deal fly? It's hard to find
people on Wall Street willing to criti-
cize it - at least on the record. After all,
most top Wall Street brokerage firms are
involved in trying to make the huge under-
writing a success.

One reason some money managers
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 7urn to Page CP, tJOlumn ?
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I Nabisco's Partial Re-Emergence From Parent
As Quasi Stock Raises Managers' Eyebrows

HEARD
ON THE
STREET

Continued Front Page CI
million RN-Nabisco shares represents 25%
of the Nabisco food business, with the
remainder retained by R.1R. At $18 a
share, the offering values the Nabisco food
business at about $6.7 billion. Based on
yesterday's RJR dosing price of 5%, all of
RJR Nabisco has a 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 RJR.) At a multiple of about 14 times
projected 1993 earnings, the new stock isn't
out of line with other top food companies .

Still, experts onn 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 a6 of the risks associated with
an investment in"' RJR-Nabisco. That
means tobacco-liabilitylitigation, new fed-
eral taxes on smokes and everything else
that has helped batter the prices of tobacco
shares-including RJR Nabisco .

"Why do you want to 6uy someone
else's headaches?",says Jay Gottlieb, the
publisher of New Issues Outlook newsletter
in White Plains, N .Y. "RN-Nabisco, to me,
is like buying a used car . It inay be good .
You may get good mileage out of it .
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 & Sons, 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" to .USX Corp . sepa-
rating its energy and steel businesses into
separately traded stocks in 1991, or Ralston
Purina's similar proposal for Continental
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 . RJR 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 facing as much legal trouble
as R)R Nabisco . "Any net losses" of the

RJR tobacco 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
soon 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 cooldes; crackers, gum and pet
foods - are solid, he says . Yet with food
companies out of favor and tobacco stocks
under fire, he concludes : "It's a bad time
to be bringing this out "
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Ex-ConAgra Chief Steps Onto Minefield At RJR
Prtce War, Possible New Taxes Are Among Issues Confronting Him As CEO
By M .rilyo Much
JnNewYad: '

Revered as a msrrkeGngwhiz, bnnd-
buikkr and vidoaary, Charks "Mike"
Harper takes command of RJR Na-
bizo Holdings Corp. at a trying time
for the No. 2 dgarette m.rketer.

Harper. 65, who sssmeded J.ouis B .
Gerstner as ebairman and chief emo-
utit+e of RJR last month, made his
mark in corporate Ameda by turning
the oism-Boundering ConAgra Ine
into a major force in the nation's food
business.

19 Management
He is credited with creating the

Healthy Choia Bne of lowaodium
frozen dinners and entted in 19g9
while sxupefating from a hart attack .
The line should genente aks of SI
billionata[u7thisyear. '

But in taking the top spot at RHt,
Harper steps into an induftry fraught
withpetil.

Pria wwars are_atGng into lofty
tobacco profsts. In addition, the indus-
try is facing the possibility of new
federal tua on egamtoes tb Bnanoe
Malth.are reform . Analysu figure a
25q.'ntY-packlncreafeinlLiawlBeut
consumption3X .
RJR is abo in the middle of ∎

corporate lestm6turing under which it
is expated to create a new dao of
stock sepraeoting 25% of ils Nabisco
foods unit . The offering will help RJR

paydownbigh<oupondebt ' Finall9, the company's sfiares have
brenindecgneforoNertssoyeaa.

PNce Catdeg
Sparked by an ever-widening gap

betwaen lea profitable discount
smoka and full-priced epsettes, ia-,
dustry leader PhB' Morris has
moved aggresu y to protect its
mighty fnnchise in rexnt months by
sluhingPrias .

In April, Jip=^-•• teduued the
pria of,hkrlM,re_ rhe workl's lesding
cigarette brand, by 40 aats a paek, or
abopt 15%. and raised the prioes on its
d'nmant brands sBghUy- it also frenne
priar on other psermum brands .

Rn6 followed, cutting 40 cents off
thepriceofitsBagshipWins tonbrand
"Harper is used to getting good

results, but the challenges that mnfront him at RIR are worse than those he

feaad at the neu-bankmpt ConApa,"
suggested David Goldman, an analyst
wi th New Yo rk's f)ppenheimer g Co .
Even before the pria war, RJR's

domestic tobacco bsttinas was slip-

1W!
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~

1f91 craWn

laMmbme 21tS 220.7 -2.9% 1I61 flf.7 +3.1%
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ping. In the first quarter, domestic He eut RJR's debt in half, from savvy to stem further erosion in market
operating income tell 3% to S409 nearly $30 billion in 1989 to 5143 shareandprofitsd millionatalafell2XtoSt

.4billion, billion at the end of 1992 . Operating "Harper's foas should shift away
Huper'spsedexnerprediefedatthe eosas wete trimmed 12%, or S550 from slashing prices toward using his

time that domestic tobacco profsts rnilBonannssallyn merketingezpertisetomaximizeshare-
woulddeetinefortheyear. And the food unit has remained a hohlerwlue,"saidTomMeyers,avia
Terry Bivens, an analyst with New goodperformerd president with Grmel, Ind : baud in-

York-bssed Argm Research Corp ., "Oeistner ws very shrewd in intro- vestment advisory Brrn Comeco Capi-
prediets RJR's 1993 esrnings per share dueing tsew food products, such a tal Management .
villsomeinat6Baisbashare,up9Y. SnackWell'sfat-finecookiesandcrack-
tromSSaoLlatytus era, that have saxived very good
To aoalysu, the mmt crucial issue consumer reaction," aid Bivens . "So I

6dngRJRisthepossibgityth.tPhllip espect Harper won't have to Nnker
Morsis hujust begin to fight. Some withthefoodbuanessverymuch"h believe it may lower premiam-br

.nd . RepdtiodngStsBM Prim
.nother2Banu. Still, tobacco accounted for 76•/% of

kWlmgCahFbsr the parent srompanyi 33 .5 billion in
"Hatper ha very Btlle option but to 1992 opeating inrome .

follow. He certainly an't keep fuB- Gesstner kept a much-needed reposi-
psiad dguelta at previom levels . It tinning of RIR's tobacco brands on the
wodd be soidde," aid Bivens. back bvmer over the past four years as

"How does a company (RJR) Bnd he paid down debt and restructured the

the essh flow to do everything that balanashatanalystsaye needs to be done with Philip Morris Winston's volume has declined at a
wa&ng such an aggresdve Pda wafC" 13% annual ratc for the past fve yars,
akedOpptroh~er's~l~~~ ~ ThcSalembrand'svolumehasdeclined
The ansrser may Be in Harper's 12% a yar, and Vantage volume has

rnukefingexpertise . fallen16Xayar,aaordingtoareport
"With a stable of established brands by Bivens .

.ghat ate household nama and a top In all . RJR's 1992 U.S. tobacco
notch manegement group . . . we'have operatingprofsts slid 5•/% to $2.1 billion
more than enough ammunition" to from 52.2 billion a yeai arlier, Hivees
grow the-food and tobacco busness, a}culatrs .
Harpusaid'masutement. Compounding the problem has been
Fortunately for Harper, the RJR iti mSance on low-priocd brands .

he's taking over is mmiderably less 'Analyst~ my premium brands yield
indebted than the one that wentprivate grosa profits of about SI a pack, while
in19g9inarecordS25billionbveraged disauntbnndsgenerateonlyabout25-
buyout led by Kohlberg Kavis Rob- cents .
ens&Co. ThoughRJR'sshareofthcdomcstic-

Geretner was credited with cleaning tobacco market actually increased to
up RJR's balance sheet and trimming 29 .9% last year from 27.g'/% the year
fat. In the Nabisco Foods Gtnup, he befnre, its gains czme mainly in the
sold such lackluster performers as De1 low-pria tier .
MonteaudClsunKing. Now, Harper must use his marketing

In short, Meyxrs believes future
inarusa in domestic mbaao market
shae should notcome at the expense of
profsts .

NewMelhodsNseded
Up until Harpers arrival, RJR had

been agglessively cutting prices on its
discount brands, a uctic that helped
fuel Philip Morris'reanl actions .

But Harper no longer ean afford to
playthatgame.
Imtad, he mmt concentrate on

building awareness and value through
special promotions, giveaways and
customer loyalty programs, analysu
suggest .

"It's up to Harper to figure out
another method to maintain or grow
market shar< other than reducing
cigarette prices and increasing unit
growth in its discount brands," con-
tended Davis Smith, an assistant via
president with Couuco.
He says Harper could develop mar-

keting programs that revolve around a
blxnd's image, not its pria .

RJR has been successful in attracting
young smokers to its Camel brand
through its Ja Camel ad and market-
ingprogrxm .

Jt also claims to have made more
than 100 separate improvements in the
Winston brand to enhance quality,
attract adult smokers of competitive
brands and offer inantives to maintain
eurrenteustomers .
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MIKE HARPER TAKES
HIS MAGIC ACT TO RJ R
The man who turned sleepy ConAgra into a superstar faces a huge task

I t's barely 11 an. on June 1, his first
official day as chairman and chief
executive of aae. Nabisco 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-
ployees, and meetings
with investment bank-
ers. "I worked on FYi-
day for nothing-and
that's what they got "

Actually, itm Nabisco
got a whole lot more. ~ I
Wall Street analysts re-
aeted with some sur- 1• NII
prise to the selection of
a 65-year-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 isM on Mar. 26 . But
self-effacement aside,
Charles M. Harper may
prove an inspired
choice . In fact, he put i

n 12-hour days at Omaha-
based ConAgra Inc.
And with a series of
savvy acquisitions and
aggressive new-product
introductions, he turned
the small, near-bank-
rupt grain processor
into the second-largest
U.S.food company .

Welcome now, Mr .
Harper, to E.tx Nabisco . The problem
Gerstner was hired to fix-massive debt
from Kohlberg Kravis Roberts & Co.'s
buyout four years ago-has diminished.
Instead, what 1ux needs is a manager
with experience battling price wars and
building market share in both commod-
ities and packaged goods. In particular,
its domestic tobacco profits are plung-
ing, hammered by brutal discounting by
market leader Philip Morris Cos. and
cheap generic cigarettes . For 1993, Rnt's
net income, excluding extraordinary
items, will dive 19%, to $633 million, fig-
ures Roy D. Burry, an analyst for Kid-
der, Peabody & Co.

More to the point, RdB Nabisco as ear-
ly as June 4 will receive Securities &
Exchange Commission approval to sell a

new class of stock based on the food
unit's operating profits. Originally ex-
pected to be priced at $17 to $19 a share,
the company had hoped to raise $1 .5 bil-
lion to help repay debt. But now, with
food stocks slumping, some potential
buyers are pressing iux to sweeten th e

deal . "I'm really skeptical about whether
I want to participate in the Nabisco of-
fering," says Arthur Cecil, an analyst
for mutual fund giant and RTR stockhold-
er T. Rowe Price Associates Inc.

That's one place Harper fits in. Henry
Kravis, the EKn partner
who recruited the new

PROFITCEO, says the hiring
wasn't related to the food is
division offering. But
Harper's dazzling fman- ao
cial track record surely
will help win the plan ss
credibility with inves

- tors~nd sell the issue ~u
for KER, which owns 49%
of &.m Nabisco . n tio

Since 1980, indeed, •uuoxsaooW
On k07pInY00f9m .

PROGRFSS

3If '92 tvis

ConAgra's per-share earnings have shot
up at a compounded annual rate of near-
ly 17%-compared with 11.5% for the
Standard & Poor's food group-to an
estimated $371 million in the fiscal year
ended May 28, says Craig L Carver,
research director at John G. Kinnard &
Co. And ConAgra's stock has appreciat-
ed an average of 26% a year since
Harper joined the company in 1974.

A prime beneficiary: icKn, 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

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 commute to the
company's bases in
New York and Winston-
Salem, N. C. He wears
unfashionable short-
sleeved shirts to the of-
fice and pilots small
planes for fun .
CLOSE rwss . But it's
$arper's management
style that KKR finds ap-
pealing. His penchant
for delegating should
fit well with a.m's de-
centralized structure
and with the seasoned
executives, H. John
Greeniaus and James
W. Johnston, who head
its food and tobacco
units . At ConAgra,
Harper set stiff finan-

cial goals, then gave his managers virtu-
ally free rein to bit the targets . But he
kept dose tabs on them, too, demanding
weekly Imancial briefings by telephone
and in person from 25 operating-unit
heads around the world .

Harper, whose only ex-
perience with tobacco
was a two-pack-a-day
habit until he quit in 1985
after a heart attack,
must fashion a strategy

14 to rev up E7R's domestic
tobacco business, which
will kick in 47% of 1993's
$3,42 billion in operating
iacome and 35% of sales,
says Burry . Nabisco also
will demand some atten-

(EOllf S. )
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tion . It's the U . S . 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 overseas .
Some investors even expect KKR to

cash out of its RJR Nabisco investment
by selling off parts or even all of Na-
bisco in the next few years. KKR, they
say, will rely on Harper to revive the
holding company's stock, 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 Clegg, an ana-
lyst at RJR 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 TTasrrien in Chicago, with Maria
Mallory in Atlanta and Laura Zinn and
Elizabeth A. Lesly in New York

ADVERTISING 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-
bacco Co. Chairman Edward .Hor-
rigan, promises to revitalize the company even as the tobacco

price war begins .
: Discounts on Philin Morris
~Cos.' Marlboro and RJR's Win-
storr 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 billion-unit U .S .
market, compared with No. 2 RJR'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 Lark .

Discount brands, including Pyr-
amid, now represent more than
two-thirds of Liggett's volume .
,"If you go back in time, we

created the value segment," he
said. "H you look ahead, we need
to reaffirm and strengthen our
position in the value segment."

Liggett spent
$20 million on
advertising in
1992 but has su-
spended spending
this year pending
a re-evaluation of
corporate priori-
ties. New York
agencies Ogilvy &
Mather and

klonigan Blooai FCA han-
' dle Liggett
Mr. Homgan 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,Phili Morris'

400-a-pack discount on Marl ro
and RJR's Winston discounts
began making their way to stores
last week. The discounts were
supposed to hit on June 1 .

Philip Morris 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 .

RJR 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 Phili Morris an-
,nounced its increased efforts for Marlboro

. FCB/
. Leber Katz Partners, New York,
usually handles Winston .
Other cigarette marketers are

joining Liggett in looking at non-
premium brands. No. 5 American
Tobacco Co. last week said it would
focus more on midprice smokes . O
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BUSINESS 6JtIEFS

PftAAOITIbCOi
. Kraft. General Foods international, a

iWt of PhWp Morris Ms., signed a joint
venture agreement with Beijing A6tieal-,
tm+e Industry & Commerce General Corp .
to make dairy products .

Ph9ip Morris said the joint venture,

Heijing%rattFood Corp ., vnu manmacnire
and market "a wide range of value-added
dairy products" such as ice cresm and
yo .L.

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,
Tang powdered beverages in Tianjin .

FINANCIALTIMFS THURSDAY JUNE 17 1993

MANAGEMENT:
MARKETING AND ADVERTISING

The US food group is aiming fbr closer collaboration
between its European units, says Guy de Jonquibres

Cross-border
Kraftsmen

S
oon after Todd Martin:
became vice-president of
marketing and business
development at I{raft Gen-

eral Foods Europe' 18 monf~go,
he maoe auazraa~ec)sion. He gave
his job away.
That is how he describes the

thinking behind 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 masimises

f6ek'J .1

{ ._. .__. COMPA$1(5)

I



i
a

scale economtes ann elunmates
wasteful duplication, while remain-
ing sensitive to often very different
patterns of local demand.
Prompted by the single market,

tougher competition and the grow-
ing power of retailers, other compa-
nies including 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
national 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 impose uniform product and mar-
keting strategies across Europe .
The results were so catastrophic
and created such iil will that the
central marketing team was dis-
banded soon afterwards .
The loose system of headquarters

co-adination which reiilaced it mo1-
Iifled 3yG~'national managers,
but -di~ tirect communica-
tion between them . Each Puraued
its own marketing-strategies, even
for big international brands such as
Philadelphia cream cheese and
Kraft dresaings.
-By the time Martin, a 37-year-old

Ametican, arrived, national muneg-
ers had begun to chafe at this mm-

needed little peesuasion, he says, to
see the advantages of claser cross-
border collabmatioa -

A year ago, he set up eight "core
teams", covaing KGFE's principal
product categories and the main
marketing functions. The teams,
which meet for two days, three
times a year, bring together more
than 100 KGFE national marketing
staff.
Each team has a co-mdinator,

assigned to KGFE's Munich head-
quarters for two to three years from
a country uait, who identifies issues
of common concern, . prepares

,.raeaarch -and-case studies -and
guides debate. However, what to do
and how to do it are left to national
managers to decide jointly.

"I bad to look to self-interest to
drive this process beeause I can't be
everywhere at once maldng sure It
wbtks " says Martin, who stays
away from team meetings so that
managers can discuss mistakes and
failures without fear of reproach.
The biggest financfal 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

-z-

account for 40 per cent of the
group's 9S.6bn (M.9bn) annual sales.
Some come in more than 50 ver-
sions, often because of mncaordi-
nated decisions by country manag-
ers -rather than real differences in
local demand
KGFE expects decisions already

taken to reduce by i10m 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 been 'to
improve-eHediveness of brand man-
agement and•advertising. The main
goal here is not to cut costs, but to
get maximum mileage from the
$400m KGFE spends annually on
advertising and m,arketing-
Belying hgavny on comparisons

of national subsidiaries' past experi-
ence and detailed analyses of fail-
ures as well as suocesses, the core
teams have begun to define general
principles for effective marketing .
Gne 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- concentrating on intrtnsic
qualities such as texture and taste,
as some national units have done in
the past.
The objective is a broadly consist-

ent strategy across Europe which
can be tailored to individual mar-
kets. It Is already being practised in
television commercials for Philadel-
phia ~~ cheese, one of KGFE's

In ..the eommaccials, a bousewife -
shows a visitor various ways of
serving Philadelphia . In Italy,
where the aim was to differentiate
the Product from the many other
soft cheeses on the market, an
exotic touch has been iqiected by
casting the visitor as a Japanese an
pair. But in Spain, a hard-cheese
eating country where Philadelphia
is ,,.,fn.,,ili"" KGFE played -safe by
making'~the visitor, a neighbour's
daughter. .
For a new range of do-it-youtself

pias and pasta dinners, sold under
the Miracoll brand, KGFE uses
identical commercials in five colm-
tries . These show an Italian family
enthueiug at mealtime, in Italian,
over 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
atands "not for Italian food, but for
the idea of Italian food" . ,
Unlike previous KGFE cam-

peigns, the Miracoli commercials
were neither. d_eveloped by _each.-
country separately, nor imposed
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from the centre. Instead, core team
members adopted a campaign
thought up by KGF Belgium after
judging it superior to alternatives
developed by their own and other
subsidiaries. The Miracoli dinners
.are•also anearly result of efforts to
develop more products Jointly .
Since the new system began, the
•list of research and development
proposals from national subsidiaries
has halved, and many more are for
Producta to be sold in several coun-
tries. - ~
"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 an
easy window-dressing like minor
line extensions."
A drawback is that the new sys-

tem is relatively slow to respond to
demands from KGF's US headquar-
tess 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
it will take six months," says .Mar-
tin .
However, KGFE is also better

equipped to formulate its strategies
and initiate ideas without transat-
lantic prompting. Piero Capizzi ;
director of refrigerated products,
says he spends only 80 per cent of
his time liaising with the US, com-
pared with 70 per cent for his prede-
cessor.
Martin thinks there are two main

reasons for the smooth working of
the core teams system, which
Jacobs Suchard, the Swiss coffee
and confectionery company owned
by Philip Morris, is alsa thlnking of
adapting.
One is that many traditional

cross-border management links
were severed by the reorganisation
which' followed 'Philip Morris's
acquisitions of General Foods in
1985 and Kraft in 1966. That made it
easier to intmduce a new approach
from acratcb. '
The other is that KGFE has sol-

idly established core businesses
with broadly similar strengths in
different markets . That means sub-
sidiaries from smaller countries do
not worry about being pushed
around by those from biggerr ones .
"Getting the balance right requires
democraey," says Martin .
He is open-minded about how the

system will develop, saying national
subsidiaries may sometimes find it
makes more sense to act separately
than jointly. But at least they will
have considered the possibiiity of
cross-border co-operation first . "If
there are,synergies to be had at a
European. level, we'll capture
them," says Martin. "If we can't,
they don't exist" -
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Heinz's Net Fell 52% in Its 4th Period
Due to Charge for 8% Work-Force Cut

By GASatst.u STSSrr
Stqf.f Repntter qr TM WALL sinaer JOURNAL

PITTSBURGH - H .7. Heinz Co . said
fiscal fourth-quarter net income plunged
529o after a big restructuring charge, re- '
flecting its efforts to slash 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 I
force by 8%. It also includes consolidating '
billing, collection and distribution, and I
combiningpet food and canned tuna opera-
tions. Earnings were depressed by another
charge of $9 .9 miIDon, or four cents a
share, related to an accounting change . '

For the quarter ended April 28, Heinz
earned 569.7 million, or 27 cents a share,
compared with $145.7 million, or 56 cents a
share, a year earlier. Operating earnings
jumped 32% to $192 .3 million, or'74 cents
a share, from $145 .7 million .

Sales rose 8 .9qo to $2 .03 billion-from
$1 .87 billion, reflecting the acquisition of
Wattle's Ltd. in New Zealand and a .
9% 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 tax rate-12%in the fourth quarter
vs. 25% a year earlier, and 29%a in the full
year vs. 3590 - 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 .60 a share estimate for fiscal 1994,
"but with less confidence."

After the announcement yesterday,
Heinz shares fell 62 .5 cents to 536 .75 in New
York Stock Exchange composite trading.

For the year, Heinz net income fell
38% to $396 .3 million, or $1.53 a share,
including restructuring charges of 45 cents

a share and accountmg-related charges of
55 cents a share . A year earlier, the
company earned $638.3 million, or $2 .40 a
share. Sales rose . 7 .9% to $7 .1 billion
from i6 .58 billion a year earlier.

Heinz Chairman Anthony J .F . O'Reilly,
who revised his full-year operating earn-
ings forecast in March to $2.50 a share
from 52.60, notes that the company came
in at 52.53, "slightly in excess of our recent
forecast . . . . The company has produced
record-sales anq attained record market
shares in almost all major categories both
domestically 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 years. 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 oosts; " says John
M. McMillin, analyst with Prudential Se-
curities Inc .

Concern about pricing problems
prompted some analysts to reduce their
fiscal 1994 earnings forecasts. "On 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 52.60 a share, but rates the stock
"moderately attractive ; " he says, "be-
cause the stock's so cheap ."

Heinz played down analysts' concerns,
sayingprices will rise 246 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.
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ConAgra to Shift Tactics
For Frozen-Food Products
B)/ C WALL STHF.FT JOURNAL SttIJJRe/Wr{Pt

MINNEAPOLIS - ConAgra Inc . .
adopting new tactics to cut its losses in
the supermarket frozen-food wars, said it
will reformulate products, drop others
and refuse to engage in what has become
"the deal of the day."

One early casualty: Ultra Slim-Fast
frozen meals, which ConAgra makes un-
der license from Slim-Fast Foods Co.,

'New York, a unit of Thompson Medieal
Inc., ConAgra's Chairman Philip B .
Fletcher . .said in an interview. He also
said ConAgra's line of children's frozen
meals; Kid Cuisine, is undergoing 'sctu-
tiny for probable reformulation .

ConAgra, which sells about 81 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

s .Foods unit of PhtBp Ma Cos
.u e new c c co 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 56 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 year,
which ended May 30.

Mr. Fletcher said Omaha-based Con-
Agra expects record earnings in the cur-
rent fiscal year.
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Race and the American
For years, blacks say,
insults spewed from a .
Miller paging system.
Now, theyrre suing.

ByMiCHAEL)ANOFSKY .

HERE aee nights Harold ifwmas liea leTbed, kept awake by the words that atJll'
scream through his head, words he heard :

for years over the paginj system at the, l11 ,
rrewln Com n plant in Fultan, N .Y.

p uc perWsor /n Jhe paekaSing ds-
partment. Mr 21wmu has tq Idea whae vola
it was, ra111ng him : "Harold, the . . . ape,'[bom-
as.^ But by early 1991 . he had grown so dis- .
traught that a psychtatrlet advlsed hlm to take iK
leave. Upon his return atmost a year later, a.
voice rang aut over the p .ghtg aystem, °We3~
Come back, Harold, but you'ra su11 a nlgger•" '.

For almost a deude, through lut year, many,
black and female ampbY~ at the pl~ot in
FuRoaa small hWmtrlal town north

of Synt•Ncme in,centt7l New Yortt,saythey irera targals
of radal epimeta or sexual comments evar the
speaker syaeia or were harassed by other
means, such as mesaages wrhten m restmoet
watla, ofroeette drawtnga and prominemlyplaoed .
items. like a ooose, that spoke of overt ho.tillty:

While tltese kinds of htcidrau are tta naeN• .
saH1y characteristic of Mtlytf plaotx, they am •
remarkaNy common In Ihe Amerkan worh: •
plau-and may even be on the r/ae. Effotts by .
companies to hire more minor(ttea.and womer ,
otteo at the expense of whtte maieb aupleif
with the wave of corporate downalsittgt that has
further threatened job aeotdty, have led to a
backlash agalnst minority workers, Federal au.•
thorltiss and management experts say.
. Sinoe .lYYD, cothplalnta of racW haraument filed

through local and regional offtcs of the
Equal Employment OpportuNty CammWlpts
and• state human rights agenaW berrwd'
nearly 17 perant, to 4.039 filings laat yaar.
Among the recent cases Is a etasa action aatt
against the FoNblptoC.rjmpany Ckarfle,g ra•
elal diaorUnfnatlad aod haraa:mepl •

"[t'a not Jttst limited to blw•mgar worker;,«
sald Mildred Ssunden, a New York-based eoo-
wltant an equal employmenttnattets "In aear
demla, In Itovernment . among ptohn{unai; -
whereyer people are different and fewar Job1
are available because of the economy, th.ae
kinds of laauu are commonplaee."
One reasm the problem persists Is thateom .

Workplace
panies often deny tt exists or fall to eraGwte It
at tta base levelt, forcing victims to turn far .
action to the courta, as Mr. Thotnu haa, Law-
rence fNM4 general counsel to the New YorY
State Division of Human Rlghts, .saidtfnt some;
tttttas a company "has establlshed a euknre,
without reati:ing that 8•a diseriminatorv;"

The View From Milwaukee
lvhile perhaps extreme, the Miller ease in

Fufton provides a compelling study of how big-
otry endares In the workplace, even after vk-
tims complain repeatedly aM managers experi-
eneed in diversity are brought m to help.

At Miller's headquarters in M1lwaukee. offF
cfa maintaln that their efforts to aateh the
Fulton perpetrators were adeqtute, if umuca
eessfuL Michael Broohv a Miller sookesmaq,
wid that through the years in tryntbn sentor,
managers In Fulton had taken "eorrectWe ao•
tion" in the form of a tape monimrlny system
and surveillance by security persatmct .

"Were we concerned? Of course," he said.
••Do we believe the problem was rampant? Of
course not. We're talking about a plant where
there are 1,200 to 1 .100 pages a day, about S'J0,000
a year, more than 5 million over 10 yeara . How
many offensive pages are we talking about4
Maybe 12 or 14." Largely for that reuon, be
said, the paging system, the prinelpal .meam of
abuse, was retained until last year. ' •
A Millar lawyer in Milwaukee, Bert B9tMr,

tmisted Miller has always complied with state
and Federal antldiserimimtlan laws. He said
that over a 16•year period no "formal eom-'
plafnt" of raciU haraament reaehed
the office of the Fulton plant man-
ager. He said Miller officials in Mi4
waukee would not have known about
complaints from people like Mr.
'fhomu to their superiors or how the
superiors handled them.
Mr. 7lwmas and others = manag-

era as well as fmion workers - said
complaints were largely ignored .
How much harusment might be

considered too . much? 5 in
general terms . Mr. IGmin said• " fter
35 years of oivil rights l .ws, I have to
question a response ot'I didn't know,'

lConCdJ
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or'it happened at auch a lqtr levet,' or The log was diseontinued in I9&7•
'It waa too subtle.' I have to questionTestifying tn a 199/ sexual harass•
even one statement over a loudspeak- tnent eaae against Mlller . Bruce olm,
er.•' a supervisor and custodian of the log,
geveral employees have ffled cam- said the abusive messages an the

plamts against Miller for discrimina- paging system had anded by thea
tlan . Mr. Thomas and Waverly Fai- However, nearly i dozen current and
son, a former Miller employee who former' Miller empbyees .- black
was laid off in 19g1, presented enough jud whiu management and union -

.evidence to the United States Attor- dispute that .ney m Syracuse last year to have the „What bothered me so much," said
Federal Bureau of investigation in• Michael Gldenbur814 a white man-'
vesugate whether Federal criminal ager who worked at the plant untileivil righis laws had heen vlolated . To 19K „a,as that this was a companyprevail In a criminal actlon, a Proso- Its commlrUaU

to pottray It-eutor must show that racial harasa- using as
the AU-Amerlean company.meet Included physical harm or a

threat of physical harm• • But guess what? They failed miur-
In addition, Mr. Thomas and two ably In Fulton.•'

other black axemployeec f11ed selle• Mr. Butkr, the
Miller lawyer, said

rate civil claims against Miller with the
corporate office flrst became

the New York State Division of Ho- aware of a problem_with the paging

man Reghts, ln which a plaintiff
must ~~ been suejeotreA to iwo

show by a pteponder.noe of the evt• abusive pages.'• Mr. Butler said that
, dence fhat dlscriminatlao ocwrrod . piant ottlciels attempted m fearn the
"Mr. Faison has challenged MB1er•M :1den~, ol th! abusers, m oo avdl .
New York State Supreme Court tm- 8ut Mr. Faison, who said hb eom-
der the aame civil rights laws. plaints were far more numeraus,

The Lire of Futton
A vi'et complex about 10 miles

soath of Lake Ontario, Miller's Fulton
plant opened In 1976 and quickly be-'
ame a magnet fnr college graduates
ot all races seeking management a-
reera. In an eeonomieally depreaaed
town of fewer than 13,g0t1 reyldents, 96
percent of them white, it was an aaals
of diversity. '
Mr. Faison was a typical recruit,

part of an inhlal work force of more
ttun 2,000. Now A the former Marine
with a degree m history and eduu•
tbn from North Carolina Central Unb
versity was hired in 1976 u a packag• .
1ng supervisor. Within thrae .yaar.,
he .afd, he became the first black at
the plant to be promoted to middle
management. As a packaging apm`
intendent, he managed nearly 75 pao•
pk, "about 90 permnt of whom were
ducasian,° be Yld . "Ilult's when
the trouble started.•' .

Easily accessed through hundreds
ot telepfwtw around tbe plant, tbs
paging system became a vehicle for •
foul language and abussve mmments .
"Nigger; • black employees say, waa

; a common tarm. '
J At his superviaors' auggestlon, Mr.
• Fatson beggets written log of detuga-
~ sory ramarks In September 199;
keeping it at a desk a floor above ttie
packaging area. "It was a feeble ac
t.mpt to do somethktg," Mr. Faiaon
aaid. In the first three months, at
least two doaen racial or wma7 refer,
enoes to him and other employees
were bgged.

"it was humillatMg,•' Mr. Faisoe
uid. "7hey talked about my mother,
my mother's sexual preferences,
whatever they wanted. And the log
showa only part of It. You couidn't
always stop working to rmt up the
stairs to write In the log." ' .

pointed out, "If that's all I com-
plained about, 'why did the F .B.I.
agree to look at the case?"

Meanwhlle, other objectionable be• '
bavbr petslsted .,
George Cl.rkE;#,black who retired

as superintendent of maintenance in
1986, recalled several Incidents .
"Chleken bones kept appearing In my
dak,•' he taid. "They alsa erected a
tombstone in the courtyard with a~
sign that said, 'George Clarke, rest In
peace,' and there were chicken bones
sprinkled over .the grave. These peo-
pie went to great lengtha." '

He said he infplmed his superiors
of each incident but never discovered
who was responsible.
Lynthu Brlwer, a black who re-

signed 4st September, has a Wfm
agalnst MWer en the state human
rlf~ts odlvT~e~aM1 r'geng that plant
offitlaladiacriminated agaitut her at-
ter she spoke to the F.B.I.. In her role
as head of security and safety mnF
ager, as part of Its investigation of

Mr. Faisen's charges
. Mr. Faison, now the human re-

sourees director for the municipal
bus company in Syracuse, said he
once encountered a noose hanging
from a gate and said that people
periodically left racially -offensive
messages on his beeper number .

Black union workers say they wf-
fered similar mdignitks. J,D . Smith,
∎ 36-yearoid machinist who has
worked in the plant since 1976, said
that in addition to harassment, black
union workers were often assigned to
"less responsible lobs" than whites .
He said he complained to union repro-
sentatlves. Miiler otficials and state
authorities . None, he said, took action .

Frank Carelli, business manager
for the International Association of
Machinists and Aerospace Workers.
local 2587, and a former Miller em-
Ployee,'said that "in an industrlal
complex [hat large, sure they have
racial Incidems . -Nobody is Immune to
that and I truly believe that the Miller
Brewery is no differentthan tlme'aT'
Motors or anybody else. You just
have madjust and deal with IL"

But -a union representative (who,
like Mr. Grelll, Is white) who spoke
on the condition of anonymity wid
black workers in the plant suffered
"unmerciful and unrelenting" abuse
and that "until recently,'! Miller offl-
cials "never dealt with IL"

Jerry Church, manager or the plant
for 10 years until his retirement in
1990, said the paging system caused
"sporadic problems," but that he
never heard any objectionable re-
marks himself

. He also said "never Was anything formally" brought to
his attention . "But In hindslght." he
added, "the company should have" '
dealt with it"

Miller apparently recognized a
need to address racial tension at the
plaet To replace Mr. Church. It
brought in David Green, who had
spent 11 years at MBkr's brewery in
Albany, Ga. Mr. Green, who is white,

; said his success m harmonizing a
racially mixed work force In Georgiaa
earned him the transfer. (At Miller,
neither Mr. Butler nor Mr. Brophy •
would discuss Mr. Green's selection.
"That's personnel stuff;" Mt Brophy
said. "If we discussed any aspect ot
It, we'd be In trouble.")
As Mr. Green recalled it : "When I

~ got there, It was obvious what the
problem was. Miller wasn't focusing '
on the harassment . They were chas-
ing Ing people rather than heading off

= what was at the heart of the issue,
i~ and it wasn't getting any better ."

ICeaCd.1
Wur.ew.nW rsaynser .

Waverly Faison, filing suit
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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 Millerinazuger, says racial violence caused the smashed window at his home .
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Mr: Green formed a multicultural
steering committee and insUtuted
"consulting pah'a," in which taie
black employee disatssed issun with
ane wh114 or aae man with one wmn-
an. He alao met with managers to
stress the need for attitudinal change
and got agreements trom union otfF
cials and other plant leaders that any
objectionable behavior would stop . .

But incidents cdntinoed
. In twog during the fall of 1Mp, aeeurity offl-

cers found messages in restrooms
saying b ..kin." black Pmpk: .
Harold Thomas, now 43. was a

graduate of Morris Brown College in
Atlanta with a degree in biology and
psychology when was hired by Miller
in 1ft77: He was promoted a year later
to prodwxion atpervlsor, a pnaitlan
he stiil holda.
• He said he felt so threatened~bY the

verbal abuse, vandalism (a tampered
air valve an a front tirc, a smashed
patb window at home) and overall
atm6spimre at Miller that "some-
times I couldn't do my job effectivs

lyeavle of~bw~iee, bejhmhtg'In Febt~ar
ary lggl, at partial pay.
Mr. Thomas aaid be, eever filed a

formal complaint at the plant •be-
ause he "had always been •told to
follow the eJtaln of command. . . . I'm
nat a boisterous perwn lf 1 st .rt+ed'
shoutlog and jumptng on tabtes, they .
would have thatght 1 was mu of mn-
troL"

' But kt a swarn affidavit tlled with
his state case in June 1991 . Mr.'lhont-

By late last year, Mr. Thomas be-
gan wondering If these episodes had
violated his civil rights. His lawyer
recommended he meet Anita Rob-
erts, whose client, Mr. FaLsan, was
proceeding along the same path. Mrs.
Roberts suggested the two combine
efforta, in taking their case before the
United.States Attorney in Syracuse.

Enter the F.Ba.
The F.B.I. "largely substantiated"

some of the alhgations• according to
a letter to Miller's lawyers In Syra-
nue from Paula Ryan Conat4 an As-
sisunt Unlted States Attorney. But
without evidence to Identify the per'

, petraton, she wrote, neither her of-
flce nor the Justice Department could
take any action against Miller.

But she chastised the company for
what "may be a deep-rooted problem
at the Plant" andfor the "appearance
of endorsement-byinaction" that at-
lowed the alleged acts to tpmilor-
Unsatiefied, ML-Fahan pretented

the F.B.i. a• 11ai of additional witness•
es, some of whom, he nid, '7nve

' direct knowledge" of who was re-
sponsible for various of the incldents
Mrs. Roberts said that the F .Bd . is
atill Interviewing wlmesses.
Mr.7ltomas, meanwhile, reports to

work each day. "I still look over my
ahoulder," he sdd . . .•'1Tey: .have
threatened my lifa But I'm not leiw-
tag. If l wag(out, Pmgotte,and Miller
will never address tpe issue.•' ~ •

,as wted 21 . inst.neea in tha seven~~~~m~~wm~~he was paged in the ptatu or m it4 : j The Case Against :Ford. .
beeper in an dffendve oonuat. H. ~
wid he ootlfied a superior each tbne.• i LARENIa: A. HOLCOMB, a 44- charges of disaimin.tbn of thia klnd
7ltepertaMaladministratlonman- . Cyear-0IdmanagertortheFotd ' anhardlyunusuatinAmericaLst

ager for the plant at the time, M/Hual . MglgCCpmpany in St. Louls, year, the .E .E.O.C. compiled 125,217
GSlgau,winhMsktcektttheeam• ; elaimshehusufferodraelaldia• complaintsofraciailymotivateddis-

argwd M response that the : . crtminatbnandharasataeM.asa criminatlonorharassmentnatWn-
~platm .shauid be dismissed be- . FordempktyeesincelgTJ.Hesayshe wlde,upsSpercentfrom19B1

.c.uaethebteweryhad"daneevery- ' wasPaasedoverforprontotiotuand . "WeproWblygetZOOquerieta
thing it could be enpectad" to do to pay Increaaea . made tlte hutt of ra- week," mid Paul C Sprenger, whose
learntheidentltyofttn.erespanslble dalslurs,and,afterhetiledacam- Minneapol4firm,Sprenger& Lang,
for the pagea plaintwith the Equal Employment speclall:ee in empbyment litigatioa
7Leoffensivepagessubc,idedwhen OpportunityCommisslon,subjected . 4tiegrawingnumberotcomplaintsia

Mr. 77romas began his leave, aecord- to falaa claims of bad performance, a nealt, he added, of relaxed labor=
ing to Mr. Groer6 but resumed when threateninghbemPloymentg lawenforcementundertheReagan
Mr.l7nmu returned 11-reottths lat- , Mr .Holcomb'schargesareinNud-• andBuehAdminlstratiau .
er. Mr. Green decided to remove the ed in a class aetion suit filed earlier . ln the case against Ford, the plaln-
paging .ystem. A month iater, he was ! this month against Ford in Federal tiffs charge that the company has
asked to reaign. ' diatrleteourlfor Mituteaota. He is one "engaged in ageneralpractice of dis-
Mr. Green said that subordinates of12plaintiffs-=blackmanagersat crtminatingagainstblaekpercons

had eomplatnad to the corporate of- Fordfacilltiesaroundthecountry- anddenyingthemequalopportunb
flrs, a view shared by several fortner . with at least one common comp4ant: ties." Ford is also charged with fait-
Miller empbyees. Sam CrmnPton,'a that they autfered u a reault ot unfair Ing to hire and recruit blacks on an
black who b a retirad Mllkr .upervl- • performance evaNatttats. ._ equal basis with whites.
sor, aaid people in Milwaukee wene ' JudldtMuhlbetq,aFordspekes- ._ 1his,Mr.Sprengersaldasa"sec-
mkl by his mlleagun that Mr. Green ~ woman, said the company has a and generation" sult. The first gener
was engaged in 'tivhite-mak bash- : !'verywell-developedanddisciplined atlonmeantgettingminoritieshiredn ing

." Mr. Butler and Mr. Brophy ptbgramforconalderingtheper- ' "Now,"hesatd ."wehavetomake
again deellned to discuss any aspeei formance of aU employees," but sure they are treated fairly ." •
of Mr. Green's amployment.
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Hefty comeback for Miller Lite slogan
By Martha T. Moore
USA TODAY

Tryiag to reverse lwo ymts of sales de•
clines, Miller llte has revived il4 venela-

M In TV ads th~'at bless egin t~ ~ d~iuiag the
National Basketball Asoclatioa and Soa•
1cY Cup hockey fiaals, beer-0riaking view-
ers who can't decide between watchiag,
aay, a sumo wra.stliag alatch and a high-
diving championsWp get to watch both -
sumo wfrstlets launching them9elvaa ofT
the high board . The pks play on Miller
].ite'S tages g!'lStdGss 1111i11g combination.

Miller used '1hstea great; 1ess IIWaq'
for 18 yeats 1n °A11s1ars" ads starttng rc
tired athleees such as Bob UerYer. But in
1901, ttrying to appeal to a younger audi-
ence that didn't care about aging Jocb,
'MNer dumped the campaign and the
agency that created it, Backer Spieivogel
BaOes: Backer troatinues to asete ads for

BIG SPLABFb Scene frao Mler Libe ad

oiher Miller brands. to recapture drinkers who have defected
. Ads from ISte's new ageocy, Leo Bar- to rivals Bud IJght, up 10% iaetyoarm and
neC, carried the slogan "Ifs n and that's Coofs Lig6t, up 3%, Benj Steinman orBeer
that," which last year turned inte "Ctnoo, MW~s Insighta says. Prrmiumviced
let me show you where ICs at" Mastof the brands like Lite and top seller BudweLver
oommadaLSfooosed aayoaa8pcopk Pet='. eal+ohave lost ground to lowefyriiced light
tying in bats. -•bamllknAnhvmer-Baech's Namfal Light

ADVERTISING AGE. JUNE 14. 1993

Advertising critics were anderwheimed.
"!t was a tremendous mistake to move
away from" the dld slogan, consultant Tom
Pirko of Bevmark seys. "The campaign
was tired, but the slogan wasn ;L"

Paul Basquin, Millers light-beer chief,
says he has looked at 100 eampeigts_3a the
two years since the all-stats were retirod .
But he deais that the reoart carnpeigDs
were nops.'The'Cfnai' campeigo . . . did
an e>;cellmt job of mal3ag as more coar

had m get o that poin~c before ~ we rycou We
move fotvrard."

In tact, Miller Lite, which declined 5%
in volume shipments in'g1 and'9$ needs

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 Spielvogel
Bates, Miller is returning to hu-
mor but with a fresh approach.
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
against 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 threQ . It
beats what is on the air currently,
and it offers opportunities 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 .99 a 12-pack.
The Miller campaign came after

months of extensive research and
a month of tests in Denver, Mil-
waukee and Corpus Christi,

(Bdlt'd. f
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Guy No . 1 : Look, ifs "&g Shot Law- Mna .: Miller Lite presents . . .'The Guys : Get 9m!
y_s" - - - Big Lawyer Rounoup"i Mna.: Got'im

. Guy No. 2 Put 'Calf Roping" back Mkr .: Them's Billy Pugh goin' after Mntr. : Gmught to you by . . . Miller
en] that divorce lawyer that took away tite. If you can combine . . . great
Guy No . t : Let's watch both . . . Ms bass boat. taste and less filling . . . you can

oombine anyming. Mna.: Great taste, less tiltng .
Mner. : Check it out, Bobby

. Here Can yourbebraothisr rames a big, rich tax attomeyl
Gortl : Get'im .
Guy No.1: This is some beer. .

(6wtSr.)

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
. new campaign returns to 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 pm-
gram featuring rodeo cowboys rop-
ing lawyers (a divorce lawyer and a
tax lawyer are first out of the gate) .
"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-
;lion barrels, according to Beer
i 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 but the initial change to
"It's it and that's that" were exe-
cutional changes under a single
"best beer" strategy
A trarisitional 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,

lessfilling" 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 Miller's
commercials and a main focus in
the new campaign . 0
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Molson watchers glued to bottom line
By Paul Brent

FinatieW Pot
MARStLH.t. com nnct be Won-
daing these days what a cempa•

fiam investus
. ~ aoene respect

f.oben, president and chief e :-
enrtive of Molson Coe . Ltd.,
got the omopany oH to a Hying
start this qear with acene mover
that observers agree have the .
company .rell positioned for
growth. F'nat in iamw_rv the To-
ronto com seumed access to
be Ina U.S. ma t a
m~nunty re m_ c o~-
ies w U.S. ~aat M~l B

po et~ng 0 0n and
'tappmg--m o Rf er a
mar ecTfing anTd_ istnbution
spse~m~ .
~4iaia recently Molson has
stepped up the rollai of itabhite-
hot Aikenhead's Home Lntpro .o-
ment Warehouse chain . Not
satiafied with vacuuming up mar-
ket shate in its Toronto-area base,
Aikenhead's this month unveiled
an ambitious expansion plan to
build a dozen of b 120,O110-
sqaare•Joot uronsters in Vancmr
ver, Calgary aod Edmooaton .

While these movas set the
stage far growth they are a drag
0o earnings tar the short term. In-
ve"s have responded by send-
ing Molson ctass A shares
tumbling. From a 1992 high of
$36s ahaes are now trading in the
$23-$24 range and setting new
yearly lows each week .
The investment community

points to a 109% decline in year
end profit be[oe umeual items
and $1.57 million in irnnthyuarter
writedowas as justitita8ort for
their skittishness.
Restructuring eoeb in its pmb

lenrp4agied U .S.cleaa-
ing operat3on cbopped $4~ million
off Molson's belanoe sheet and it
took prooisions of $83 milGnn
against its Beaver Lumber clra'vt .
Beaver. a retaGvety high-priced
player in the home improvement
macket, is getting hammered by
oone other than Aikeohead's, and
plans to close 30 urtran sluaes and
rcheat to soalfer centies .

Yedually no one in the invest-
meat cnmmunity expects things
to get better seoa "The company
is tn for another tough y®ar," says
Michael Palmer. pesident of Eq-
uity Research Associates inc. of

T+oronto. "The Aisenhead'a thing
isntgomgtokichin6oracouple
years - ff it does - and the beer
busineae ian't ~oing to be eas7 for
MoLvon either. '
Startup ouets meant a $10-m0-

iion loss this year for Aiken>uad's
and the faoter mtlout will push
brea1oevcu fxom mid-.995 to the
end of that yrar anatysta pn'elid.
And Ail9entu~adts is the brightest
sfar in the Moisan univense .

lhere ace a tsuple of reasats
why the share performance has
some softness to it," said Barry

Jasl"m, Motson seatar viae~peest
deat oE publie affairs. "11w was
the first year in a number of years
the oompany hasn't registered a
profit impaorenKOt Also Iliver
sey and Beaver. [Sfureholdem]
rant some clrar praot that ive are
deal'aig with those problems ."

Molsao's brewing busineas,
which last ycar generated 33% of
sales and 65% of operating 5r

camecon~ionastconcerni eadily with aod the prospect of lmrtoet LfSA

ce®opetitaa entering the madcet .
MoMan's 40%-owned brewery
last year saw its_madcet shane alip
abaut two points to 50.5%. with
shaie laot mostty to arch-ri.a/
)ohn L3batt Ltd .
Moteon Breweries could can-

ceivabt~mgairt some af that alw[e
with new prah~ct imraductions

~

like ice luers. Rawth
come ~er

aa es eaerabed t e er
awg, ast o servers ea ct
to Paae at ieast tw~o veara .

Ilespite the sigoi6cvit and ad-
mitted cha4enges. MaLwn shares
ate not expected to fall rmn h be

I low au7est levels la Febmaq
the company announced plans to

boy bact 4~t8 mil<icn nonvoting
dass A ahaies and 765,000 class
B vatiag comman shares. Molson
has mae than 44 m0liun class A
shancc outshanding and omoce than
]~million cLtsa B aharea in em'.tr

"TYma far we've tqught back a
liitk mee than one million in to-
hl, uoatty ctam As," said Joelin
"1he rationale ia that we think at
car eurant taices ourr shams aee
mnderrahuel, and it will have
same madest impiovements on

send to the ma~
~yalatoftaithinour

rMo/smfim'i ~6u may keep

brt it's not expected to pnsh up
prices as investors wait for
impmo.emeds.

In mF opinion it's dead money
for the next 12 monffis," said
Steve Holt, anatyat .rth Wood
Gundy Inc. of Tomnto .

"tn the longer term there me a
lot of positires, the Miller deal,
the msolutiat of the ndait s<
Longer term, it'a actuallr aa in-
tereatIDg atory."
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Labatt'e Bruce Elliot toaste the Ontario launching of Wildcat beer in Toronto
yesterday.

Labatt's new Wildcat beer
to battle U.S. competition
By Paul Btent
Fi pad
t?RE rArtM fortougher oumpe8tianfrom U.S. brew-
ers, Lab~att Breweriea of Csnada Ltd y~ster-
day launched Its Wildcat diawuolg brew in the hey
Ontario matket.

The Toronto-based btewer said the "popular
priced" beer, first intrnduced this spring in Albeeta,
will satisfy consannero looking for dheaper, non-
American suda.
Wddcat, which csrriee the slogan "We've tamed

the price, but not the beer." is aimed at "the
Schhtxa and the Pabsts of the world," aaid Bruce
EOiot, Labatt vice-pce.ident of maeiceting. "This ia
a raapome to what the consumer wants and what is
currently happening in the marketplace .°

Priced at $24.95 ($1.451esv far a case of 24 than
regular beer), Wildcat is expected to aoek up a sig-
n t sharo of the estimated $60-million Ontario
madoet for diecaunt beer.

The F'iidcat launeh aleo takes eome wind out of
the sails of archmai Molson Breweries, which to-
day is to launch its own discount-pticed Carling
brand in Ontario . "It appeats that our competitor
got wind of our plans and threw a press conference
together," said Molson spokesman Charles
s:rerm .

The bnewer ic relebnting record profita and mar .

~ .,~.p
1',

~,
+ ..~m.

,IMMEN

hel: ahate - 43.7% nationa119 - due iargeiy to the
wccessful lbnch of L- hazt Genuine Draft last year
ami L•a6an Ice thls spring.
The bnswing tesuits come despite a$7D-milGon .

or $1 .12-a-shaie, loss by parent John Labatt Ltd .
in fiscal 1998. The company blamed the loss on a
173-m!IIion provision from the writedown of its
U.S. dairy operatians and coets reiated to the clos-
ing of its Saint John, N.B., brewery. The loss com-
parea with net earnings of $101 million ($1 .04) in
1992. Total teatructuaing costs for fiscal 1993 were
Lt5 m0lion.
Pnr the year ended Aprii 30, 1993, sales were

$2.14 billion, up 24% from $1 .73 billion last year.
Earnings before charges were $1 .63 a ahare, up

15% from $1.42 a shane la4 year.
On the brewing side, earnings before intenest,

restructuring charges and tesea mee 22% to $218
million. Sales rose 7% to $1 .67 billion.

Yearly sales at the en tertw :nTent group jumped
46% to $546 million, aided by the full-year contribu-
tion from Supercorp end BCL, and also fran reva
nue inaeasea by JLL BroaQeast Group . the Toronto
Blue Jaye and Supercorp . Earnings fell 3% to $56
mi0ion due to lower Blue Jay profits~which offaet
gains at the Broadcast Group and BC .

ror the kurth quarter, Labatt posted a loas of
$204 million ($2 .64) compared with a loss of $23
million (364) a year earlier .
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