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Philip Morris Chairman
‘Unexpectedly Resigns

By DIANA B. HENRIQUES

Michael A, Miles, the chairman and
chief executive of the Philip Morris
Companies, resigned unexpectedly
over the weekend, the company an-
nounced yesterday.

Mr. Miles, in a statement released
by the company, simply said that he
felt it was time for the $50 billion
consumer products giant to be led by
a career Philip Morris executive with
a background in tobacco, Mr. Mxles
was chairman and chief executive of
Kraft General Foods, when Philip
Morris acquired it in 1988. He was
named chairman and chief executive
of Philip Morris in August 1991, the
first leader of the company from out-
side the tobacco industry.

The unexpected move comes less
than a month after the Philip Morris
board wrangled over and rejected a
proposal to divide. the corporation
into separate food and tobacco com-
panies, as a way of enhancing its
attractiveness to investors.

Although he has not addressed the
issue publicly, Mr. Miles was widely
seen on Wall Street as an advocate of
the plan, which called for separating
the company’s Kraft food brand and
Miller Brewing business from its to-

bacco company, built on such strong
brands as Marlboro and Virginia
Slims.

His departure, therefore, is being
interpreted by some analysts as a
wvictory for the status quo — and a
challenge to institutional investors
frustrated by the company’s failure
to arrest a steep two-year decline in
its stock price.

““When a person takes that strong a
stand in a highly visible arena and
loses the battle and possibly the confi-
dence of the board, a resignation
often follows,” Frederic Dickson, an
analyst with D. A, Davidson & Com-
pany in Great Falls, Mont,, told
Bloomberg Business News last night.

It is possible the departure of Mr.
Miles will increase the level of frus-
tration and unrest among such large
institutional investors — a develop-
ment the Philip Morris board could
not ignore, given the increasing will-
ingness of such investors to flex their
muscle on important issues of corpo-

rate strategy.

But it is less certain what impact
the weekend's developments will
have in the stock market, where Phil-
ip Morris's stock has already sus-
tained significant damage in the
weeks since the two-company plan
was rejected.

S. Leigh Ferst, who monitors the
company for Prudential Securities,
said Philip Morris might benefit from
having ‘‘a strong tobacco person to
lead it through the maelstrom of pub-
lic debate’ that has been triggered by
congressional hearings on the indus-
try’'s handling of research into the
health risks of smoking. ‘‘The break-

Continued on Page D4
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Unexpectedly Resigns

Continued From First Business Page

up is a sexy topic, but a stronger
tobacco-industry voice could be more
important in the long run, because of
the political context,” she said.

A Philip Morris spokesman, Nicho-
las Rolli, said Mr. Miles, who is 54,
had “‘decided to leave on his own, for
his own personal reasons.” He said
the board first learned of Mr. Miles’s
plan to leave late Friday afterncon.

Another spokesman, Barry Holt,

- said board members had convened
by telephone on Saturday morning
and voted to have John Reed, the
chairman of the board's compensa-
tion committee and the chairman of
, Citicorp, accept Mr. Miles’s resigna-
tion on behalf of the board. The resig-
nation was effective immediately
upon its acceptance by the board, Mr.
Holt said.

Two men who previously reported
to Mr. Miles will now divide his du-
ties, Mr. Holt said. During the confer-
ence call on Saturday, the board vot-
ed to appoint R. William Murray, who
is 58, as its chairman, and named
Geoffrey C. Bible, 56, as the president
and chief executive. ‘

Both men had just been given new
assignments at the rancorous meet-
ing of the board of directors on May
25, when the restructuring plan for
the company was debated. At that
time, Mr. Murray was put in charge
of the company’'s worldwide food op-
eration, and Mr. Bible was named to
run the tobacco business, with both
men reporting to Mr. Miles.

The corporation’s six operating
companies will now report to Mr.
Bible, who reports to Mr. Murray, Mr.
Holt said.

The net effect of the weekend’s
developments is that all the operating
companies now report to an executive
who is seen as a veteran of Philip

*Morris’s tobacco operations, al-
though Mr. Holt noted that Mr. Bi-

ble’s tenure at Philip Morris does .

include “‘some food experience.”
Beginning in January 1990, Mr. Bi-
ble served for about 16 months as

president and chief administrative of- .
ficer of Kraft General Foods, and :

from April 1991 until 1993 he was vice
president in charge of international
operations for both the tobacco and
food units, Mr. Holt said.

In a statement released by the
company, Mr. Reed of Citicorp said
the chairman’s decision to resign
‘“‘was Mr. Miles’s.”’

Keith Meyers/The New York Times

Michael A. Miles

‘Difficult Pricing Decisions’

He praised the work Mr. Miles had
done in building the company’s food
operations, and in seeing the compa-
ny through ‘*some difficult pricing
decisions’’ — a reference, most likely,
to the company’s controversial move
to cut the price of its Marlboro ciga-
rettes in April 1993 in an effort to
rebuild its market share.

Slashing the price of one of the top
brand names in cigarettes was wide-
ly blamed for starting a price war
that depleted earnings at Philip Mor-
ris and throughout the tobacco indus-
try.

In a statement released by the
company, Mr. Miles said he was leav-
ing “in the full confidence that the
difficult decisions made over the past
two vears will be proven right by our
results in 1994 and beyond.” Citing
the “resurgence” of the company’s
domestic tobacco business and con-
tinued growth in overseas tobacco
sales, he continued, ‘it makes sense
to again have a career Philip Morris
executive in the top job.”

Philip Morris said Mr. Miles was
not available for comment.

Both Mr. Murray and Mr. Bible
were careful to stress that they were
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commutted to a strong performance
by “all three lines of business’ —
foods, beer and tobacce. But Wall
Street analysts who commented on
the move last night said the markets
would see Mr. Miles’s departure as a
victory for board-level supporters of
the status quo, including Hamish
Maxwell, the former chairman of
Philip Morris, who retired in Septem-
ber 1991 but still wields considerable
influence among the company’s 19
directors.

Last month, when the board con-
firmed that 1t had decided against
splitting the company, several public
pension fund managers — whose
funds control substantial blocks of
Philip Morris stock — stated that
they were displeased that Mr. Max-
well’s influence was st} strong
enough to dictate company strategy.

The company’s shares, which
closed at $50.75 on the eve of the May
25 board meeting, did not trade at all
as that protracted six-hour meeting
continued. The next morning, May 286,
the shares opened at $50.25. The stock
fell as low as $48.25 over the next few
days, before recovering to close on
Friday at $50.375.

Significant Slump

These recent stock price levels rep-
resent a significant slump for a com-
pany whose shares traded at more
than $85 in the fall of 1992, Since then,
the stock has been battered amid
investor fears about increases in
Government cigarette taxes, price
wars and the threat of liabilities aris-
ing from consumer heaith concerns.

One analyst argued yesterday that -

those who favor a split of the compa-
ny's tobacco and food businesses
have already been disappointed, and
Mr. Miles did not have a strong per-
sonal following among institutional
investors. He predicted little addition-
al damage to the shares.

Ms. Ferst of Prudential said she
would not be surprised if the stock
gained in today’s trading, if the mar-
ket concludes that Philip Morris is
stronger with its new leadership in
the face of pubic debate over smok-
ing.

But other analysts said that since
the departure of Mr. Miles eliminates
any hopes that he might ultimately
have prevailed with a divided-compa-
ny strategy, the move might cause a
further decline of at least several
dollars a share.
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Business and Finance

ICHAEL MILES quit as head of

Philip Morris. The company
tapped two veterans of its tobacco
business to succeed him, naming R.
William Murray chairman and Geof-
frey Bible president and chief execu-
tive. A split of Philip Morris’s food and
tobacco operations into two separate
companies is considered less likely un-
der the new management team.

(Article on Page A3)
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Afer regulation. A
asew round of congressional hearings,
-which have depressed tobacco stocks, is set
for this week.

“The pressure isn't going away. We
a1 'n't happy,” said Richard Koppes, gen-
er 1l counsel of the California Public Em-
ployees’ Retirement System, one of phe
large institutional shareholders pressing
the company to split the company into
separate food and tobacco business. Such
an action, which Mr. Miles had advocated,
is considered less likely under the new
management team.

Mr. Miles, 54, has come under increas-
ing criticism from large shareholders, the

‘tobacco taxes and

Philip Morris

CEO Resigns

‘Under Pressure

Board Names Two Veterans
Of Tobacco Business
As Successors to Miles

By EBEN SHAPIRO
Staff Reporter of THE WALL STREET JOURNAL

Michael A. Miles, the embattled chair-
man and chief executive officer of Philip
Morris Cos., resigned after months of
mounting pressure.

The Philip Morris board appointed R.
William Murray, 58 years old, as chair-
man, and Geoffrey C. Bible, 56, as presi-
dent and chief executive, to succeed Mr.
‘Miles. Both men had been vice chairmen.
The change puts smokers back in charge of
the nation’s largest tobacco company.

While the new leaders of Philip Morris
are expected to be more open with Walil
Street than Mr.
Miles had been, the
company's pressing
problems remain.
Large shareholders
are frustrated that,
under Mr. Miles,
the company has
lost more than $30
billion in stock-mar-
ket value since 1992,
And in Washington,
the company faces
the threat of higher

Michael A. Miles

industry Whistieblower

Merrell Williams Jr. is the tobacco indus-
try’s worst nightmare: an informed m-
sider who has turned against the secre-
tive industry. Article on page B1.

board and employees in recent months.
He was the first nonsmoker to run the
company and never fully gained the confi-
‘dence or loyalty of the company’s tobacco
executives, according to analysts and em-
ployees. Questions about his leadership
have haunted Mr. Miles since last year,
when his abrupt decision to cut the price of
Marlboro cigarettes rocked the industry.

Never Quite Comfortable

Mr. Miles joined Philip Morris in 1988
when it acquired Kraft Inc., and he never
become completely comfortable with the
swashbuckling culture of the tobacco busi-
ness, some of the company’s tobacco
executives say.

At a six-and-a-half hour board meeting
last month, the company’s powerful for-
mer chairman, Hamish Maxwell, resisted
Mr. Miles's proposal to split the company
into separate tobacco and food businesses.
The board ultimately decided to take no
action on the proposal, but named Mr.
Murray and Mr. Bible vice chairmen.

At that meeting, the board openly aired
its doubts about Mr. Miles. People close to
the company say the board discussed
whether Mr. Miles was the right executive
to be running the company. During that
discussion, Mr. Miles and the other Philip
Morris executives on the board were asked
to leave the room. Philip Morris declined to
comment, but John J. Tucker, a senior vice
president at Philip Morris and perhaps Mr.
Miles’s closest associate at the company,
said Mr. Miles retained the full confidence
of the board.

‘Nobody Ever Saw the Guy’

But Mr. Miles's aloof style has been
criticized by people inside and outside the
company at a time when the industry is
facing an unprecedented series of attacks.
“He was invisible,” says Gary Black. an

analyst with Sanford C. Bernstein. "'No-

body ever saw the guy."”

Mr. Black said the changes were pasi-
tive for the company. **The board is realiz-
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ing this has always been a tobacco com-
pany and that it makes sense to have
tobacco guys in charge.” Mr. Black added
that it's likely that Mr. Bible, a hugely
popular and well-respected tobacco execu-
tive, will eventually run the entire com-
pany.

In a company statement, Mr. Miles said
thgt._with the company’s tobacco business
gaining strength, "'it makes sense to again
have a career Philip Morris executive in
the top job.” He couldn't be reached for
further comment.

Philip Morris generates annual sales of
860 billion, selling such household brand
names as Marlboro cigarettes, Velveeta
cheese, Cheez Whiz and Miller beer. In
1993, 55% of its $9.2 billion in operating
profit came from tobacco. Philip Morris
had net income of $3 billion.

The new team is expected to be far
more open than Mr. Miles, who hasn't’
briefed Wall Street analysts or the media
in more than a year. Messrs. Murray and
Bible plan to meet with analysts and the
media this week.

Mr. Miles's problems escalated in re-
cent months as he advocated splitting the
company into separate food and tobacco
businesses and old-line board members
resisted. In recent months, Mr. Maxwell
had been reinserting himself in company
affairs and showing up at Philip Morris
budget meetings.

As chairman of the compensation com-
mittee, CitiCorp chairman John Reed was
the Philip Morris board member that han-
died Mr. Miles's resignation.

Mr. Miles resigned Friday afternoon. A
board meeting was conducted by telephone
Saturday morning and the resignation was
accepted with ‘“‘regret,” the company said
In a statement. Mr. Reed said the decision
to resign was Mr. Miles's.

In announcing his resignation, the com-
pany quoted Mr. Miles as defending his
controversial decision to cut the price of
premium cigarettes last year, a move that
bolstered the company’s volume but hurt
its stock price and profits,

“I leave with full confidence that the
difficult decisions made over the past two
years will be proven right by our results in
1994 and beyond,"” he said.

Mr. Tucker, the friend of Mr. Miles,
says that Mr. Miles plans to lake the
summer off and “'play golf, go to [taly."

While the tobacco business is faring
better, the performance of the food busi-
ness continues to be a frustration to ana-
lysts. Cutbacks and perpetual restructur-
ing at Kraft General Foods has resulted in
a decline in service, says Ned Meara, a
buyer for Grand Union Supermarkets in
New Jersey, who says fewer Kraft General
Foods salespeople now call on his store.
The cost-cutting, he adds, became evident
last year after Philip Morris's earnings
plunged, following Mr. Miles's decision to
cut cigarette prices.

Says Mr. Meara, ‘* ‘Marlboro Friday’
has had a tremendous residual effect
throughout the whole company."”
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By JONATHAN AUERBACH

Philip Morris boss
Michael Miles resigned
from the nation's largest to-
bucco company yesterday
fullowing widespread criti-
cism for lack of leadership.

Big Mo said the 54-year-
old Milesdecided to quit as
chalrmanand chief execu-
tive officer and that his
resignation was “accepted
withregret.”

The company split the
L. pusts, naming R. Wil-
llam Murray chairman
and Geofirey Bible presi-
dent and chief executive
otficer

Both were named vice-
¢hairmen in May when
Priip Morris opted not to
spht its food and tobacco
business.

Murray, 58, was heading
up the company's world-
wide food operations,
whichinclude Miller Beer,
Kraft and General Foods.
Bible, 56.rantobacco oper-
ations. which include the
Mariboro and Benson &
Hedges brands

Wall Street is expected to
applaud Miles' departure
this morning, sending
Philip Morris snares up.
The consumer-products gi-
ant on Friday closed down
"y at 50%,

“Ileave with the full confi-
dence that the difficult deci-
siuns mace over the past
two vears will be proverd
right by our results in 1994

MICHAEL MILES
Resigned,
and beyond,” Miles saildina

statement,

"Now, however, with the
resurgence of the U.S. to-
bacco business and the
continued strong growth
ininternational tobacco, it
makes sense to again have
a career Philip Morris ex:
ecutive in the top job,” he
said.

The resignation was ac-
cepted by Citicorp Chair-
man John Reed, who heads
up Big Mo’s compensation
committee.

Reed said: “We are fortu-
nate to be able to turnto Bill
Murray and Geoff Bible,
who have long demon-
strated their skills in guid-
ing our food, tobacco and

R. WILLIAM MURRAY
Named chairman,

brewing businesses around
the world,

“Between them, they have
nearly 50 years of experi-
ence with the company.”

Since taking the helm in
1991, Miles' inaccessibility
1o the investment commu-
nity has irked analysts,
while Bible has already
garnered praise for his
openness.

Analysts were dismayed
last year when he disap-
peared after announcing
what became known as
Marlboro Friday. On April
2, 1993, the company
stunned the financial com-
munity by slashing ciga-
rette prices by 40 cents a
pack.

GEOFFREY BIBLE
President and CEO.

Tobacco has been hit hard
by price wars and growing
government scrutiny of the
industry. Last year, the
cut-throat competition
among cigarette makersre-
sulted in a §2 billion drop in
domestic tobacco profits.

Since Mariboro Friday,
Philip Morris stock has
dropped more than 20 per-
cent. Its share of the do-
mestic tobacco -business
hasincreasedto 27 percent
from 22 percent before the
price cuts.

Inthe first quarter of 1994,
operating income in the
company's domestic  to-
bacco business fell 25 per-
cent to $769 million.

Concern over Miles' lead-

ership was also a key point
at last month’s marathon
board meeting.

At that meeting, Philip
Morris decided not to break
up its food and tobacco op-
eration into separate busi-
nesses. Some senior execu-
tives of the company had
lobbied for the split, saying
the anti-tobacco sentiment
was hurting its shares.

They also pressed for the
separation in order to pro-
tect food operations from
possible liability lawsuits,
increased government reg-
ulation and higher taxes
facing the tobacco business.

Miles' appointment three
years ago was considered a
surprise because he was
viewed as an outsider com-
ing from Kraft, with no to-
bacco background.

The fact that he had quit
smoking also drew skepti-
cism.

The promotion was seen
as an indication that Philip
Morris was moving away
from its tobacco roots. Food
and beer now account for 56
percent of the company's
$50.6 billion in sales, but to-
bacco is still the profit cen-
ter,

Miles replaced Hamish
Maxwell, who retired. Max-
well recently has been spot-
ted visiting the company's
Park Avenue headguarters,
a scene casting more doubt
on Miles'leadership.
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Hiles failed fo fake charge of Big Mo

ICHAEL Miles failed
to show the leader-
ship that would overcome
the culture clash within
Philip Morris between the
tobacco and food opera-
tions. He paid the price with
his resignation yesterday.
The stunningly efficient
leadership coup, at Ameri-
ca's seventh biggest compa-
ny, came just weeks after

Miles fought off an increas-
ingly hostile board.

The board knew Big Mo's
stock price was languishing
after last year's tobacco
price war. It was also hurt
by anti-tobacco sentiment
across the country.

The board also knew its
tobacco people were confi-
dent they would defeat the
tobacco liability claims.

BEYYLTORO0Z

Protits were bouncing back
and its decision to slash cig-
arette prices last year was
vindicated. Marlboro, its
top brand was regaining
market power.

What the board wanted
was effective leadership to
bring these positives to the
attention of the shattered
morale within the company
and the doubters on Wall
Street.

Miles did neither.

Instead the board decided
to go with the so-called Kan-
garoo mafia of fellow Austra-
lians, Bill Murray and Geof-
frey Bible. The two veterans
— one from tobacco and the
other from food side -
would lead the fight.

The appointment of these
two seasoned insiders, with
over 50 years combined ex-
perience across the cultural
divide at Big Mo, should
serve as a rallying point
within the company.

The shake-up should be
reflected in a higher stock
price today, because both

men are also better known
among analysts than their
publicity-shy predecessor.

To help the cause, Big Mo
is also expected shortly to
announce an extended stock
buyback program to return
more value to stockholders.

Big Mo is presently spend-
ing the last of the $1 billion
authorized for stock pur-
chases earlier this year.

Yesterday's action also
represents a complete re-
versal of the decision just
three years ago that put
Miles in charge.

Miles came to Philip Mor-
ris in 1988 when it pur-
chased Kraft Inc. for $12.9
billion.

Big Mo paid too much for
Kraft. In a highly-competi-
tive industry where all the
participants are struggling,
its performance has been
just average. '

International tobacco sales
will emerge as the profit
leader in the company.
Meanwhile, the domestic in-
dustry is being hit with a

wave of liability -claims,
which Philip Morris is confi-
dent can be beaten.

Big Mo's stock price is
languishing. Friday it
closed at 50%, off %. That is
28 percent below the 70-a-
share level the stock traded
at when Miles took over in
September 1991.

As reported last week,
board-level concern over
Miles' lack of leadership
came to a peak at its June
25 board meeting. After
seven hours it was decided
to give Miles another
chance.

The market mistakenly
thought the fight was over
splitting up the company
between food and tobacco.
But this issue was settled
before the June 25 meeting.
It was decided the split was
not legally possible.

Murray Bring, the compa-
ny's top lawyer advised a
split could not safely pro-
tect the food operations
from  tobacco liability

claims without an outright
sale of one of the divisions.

It was Miles who first pro-
posed the split some nine
months ago, when the com-
pany was fighting to re-
store its tobacco profits in
the wake of the Marlboro
Friday price cuts.

The move was rejected at
the time as heing a little
premature. The board knew
that the struggling food di-
vision could only benefit
from the steady cash flow
from tobacco.

With  only begrudging
board support Miles chose
to stay on. But when word
leaked out early last week
about the real contents of
last month’s meeting he
handed in his resignation.

He rightly decided it was
in the best interests of the
company to leave quickly.
This would avoid a poten-
tially destabilizing public
fight at a time when the
company desperately needs
unity.
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Philip Morris CEO quits; stock likely to fall

By Eric D. Randall
USA TODAY

Philip Morris Chairman and
Chief Executive Michael Miles,
54, abruptly resigned over the
weekend. And industry analysts
predict more tough times for
the firm in the stock market.

“The decision was Mr.
Miles’,” John Reed, a Philip
Morris board member and
chairman of Citicorp, said in a
news release. The board ac-
cepted the resignation “with
regret” Saturday.

“For shareholders, this is not
a good thing,” says Tony Vento,

20Z

stock analyst at Edward D.
Jones. He expects the stock to
drop today.

The company is losing the
leading advocate of splitting off
its food unit, which produces
half of Philip Morris’ revenue.
Some big shareholders support
the idea. They fear anti-tobac-
co lawsuits and legislation are
hurting the company’s stock.

Philip Morris’ board didn't
act on the proposal after a 614-
hour meeting May 25. “That
board meeting had to be a lot
more bloody than anyone imag-
ined,” says Frederic Dickson,
stock analyst at D.A. Davidson.

Not so, says company
spokesman Barry Holt. “There
was a consensus among the
board members, including Mr.
Miles, (that) it was not appro-
priate to take action at this
time to split the company.”

Still, “you don’t often find
people walking away from mil-
lion-dollar jobs,” Dickson says.
In 1993, Miles was paid $1 mil-
lion, a $345,000 bonus and stock
options worth an estimated $1.2
million. Holt wouldn’t comment
on Miles’ severance package.

Miles, a non-smoker, be-
came CEO in September 1991
after being CEO of Kraft Gen-

eral Foods. (Philip Morris
bought Kraft in 1988.)

Since then, the company’s
stock has dropped 32% to close
Friday at $5034, down 14. “He
made the tough decisions,”
Dickson says, including cutting
cigarette prices 40 cents a pack
in April 1993.

Now power is shifting back
to the tobacco side. Geoffrey
Bible, formerly executive vice
president of worldwide tobac-
co, becomes president and
CEO. William Murray, the for-
mer president, becomes chair-
man. Both were named vice
chairmen last month.

MILES: Background is in food
business, not tobacco.
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THE WASHINGTON PoST

Philip Morris Chairman
Announces Resignation

2 Longtime Executives to Fill Posts

By Jay Mathews
Washington Post Staff Writer

NEW YORK, June 19—Philip
Morris Cos., the world’s premier
tobacco producer, today an-
nounced the resignation of its
chairman and chief executive,
Michael A. Miles.

Like other cigarette compa-
nies, Philip Morris has been be-
sieged this year by threats of in-
creased government taxes and
lawsuits because of mounting ev-
idence that tobacco is a health
risk, but many financial analysts
have praised the company’s man-
agement and said its food and in-
ternational tobacco divisions
showed potential for growth.

John C. Maxwell Jr., a manag-
ing director of Wheat First Securi-
ties in Richmond, speculated that
Miles may have quit after losing a
fight to split the firm's troubled
American tobacco operations
away from its healthy food and in-
ternational tobacco business.

A Philip Morris spokesman,
Barry Holt, denied the claim.
“There was a consensus, includ-
ing Mr. Miles, that such action
was not appropriate at this time,”
Holt said.

Miles, 54, a food industry ex-
pert who has been with Philip
Morris six years, said in a state-
ment he thought it was time for a
chairman with longer tenure at
company, which had revenue last
year of $50.6 billion. “With the
resurgence of our U.S. tobacco
business, and the continued
strong growth in international to-
bacco, it makes sense to again
have a career Philip Morris exec-
utive in the top job,” he said.

Miles joined Kraft General

MICHAEL 1. MILES
... with company for six years

Foods Inc. in 1982 as president
and chief operating officer and
was chairman and chief executive
of that company when it was ac-
quired by Philip Morris in 1988.
In 1991 he became chairman and
CEO at Philip Morris.

The Philip Morris board said it
accepted Miles’s resignation Sat-
urday. The board elected R, Wil-
liam Murray, 58, formerly corpo-
rate vice chairman, as chairman.
Geoffrey C. Bible, 56, was elect-
ed president and chief executive.
Murray joined the company in
1970 and Bible in 1968.

John Reed, chairman of the
board’s compensation committee,
said it was Miles’s decision to re-
sign. Reed, chairman of Citicorp,
said Miles “helped build and inte-
grate our global food business,
and led us through some difficult
pricing decisions,” including a cig-
arette price war last year that
helped its Marlboro brand keep
its leading market share,
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Chairman
Resigns

At Philip
Morris Inc.

By Farrell Kramer

?ﬂ Associsted Press
NEW YORK—Philip Morris
gE'gm%Enieo Ine. amﬁ%ﬁ_ﬁn-

2y the rasignation of chairman
and chief executive Michaal A.
Miles, who said it was time «
‘“again have a career Philip Morrie
executive in the top job.”

Miles headed Kraft Ganeral
Foods, basad in north suburban
Glenview, . y
when (t was
acquired by
the tubacco gi-
ant in 1388

The world’s
largest tobac-
co company
said its
had named
vice chairman
R. William
Murray as
chairman and

Michael A.
Miles

vice chairman and board member

Geoffrey C. Bible as resident npd
chiefl executive, amid a streamlin-
ing of its top management.

“The decision was Mr. Miles',”
said Citicorp chairman John Reed,
chairman of the Philip Morris
board's compensation committes.
“Mike has dons much for Philip
Morris since he joined the Philip
‘Morris family of companies in
1988."

The New.York-based food and
tobacco company said Miles' res.
ignation was accepted Saturday
by Reed.

Barry Holt, a spokesman for
Philip Morsis, said the resignation
was not dus to the company's
performance under Miles, nor did
it hav'ed anyttliin‘ tlo d{othwlth Y
rumored possible split of the com-
pany's food and tobacco business-
es, - -

IAg 2 mattar of fact, as we have
previously announced, that is not
on the tabls anymors,” Holt said.
At a board meeting last month the
company decided not to separate
the businessss, but thers was &

aplit reported between board
members gbout that strategy.

" The tobaccs.industry has been
under fire recently from Congress
and the public over the bhealth
hazards of cigarettes and alega. .
tlons that the industry co od
Information about potential dan.
gers as far back as the 1950s.
- Tabacco companies have main-.
tained they have done nothing.
wrong. . .. o

Angealignmedt of Philip Morris’
top management structure follows
Miles' resignation, Holt said,
Thers will no longer ba & chief
operating officer. Instead, . heads
of the campany's operating busi-
tiesses will report directly"to Bi--
ble, the new CEQ. ~ " o =

Also, Holt ‘said, the two vice®
chalrman pesitions will be elimi-
nated. . :

4] leave with the full confidence
‘that the difficult declsions mada
ovar-the Kut two years will be
proven right by our results tn 1994
and beyond,” said Miles, 54,

“Now, howsever, with the resur.
gencs of our U.S. tobacco buai.
nass, and the continued strong
growth in international tobaceo, it
mukes senss to again have a career
P!Qi‘lip Morris executive in the top

. M.Ih;'wu slected chalrman and
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chief sxecutive of I’nulip Morris tn
August 1991, after serving as dep-
uty. chairman. Beféra that, Miles
wias chairman and chief sxecutivse
of Kraft General Foods Inec.,
which Philip Moreis acquired in
1988, e ..

He jolried Kriift wvd882 as pres.
Tgen¥ and! chitf Opeidity officer:
£ Of ‘Murtdy, 58 and>Bible) 887
Heéeds woted s tHat togéther - thay:
have nearly 50 yéars- sxperience.
with Philip Morris. . :

The, recent past has . proven
challenging for Philip Morris.

In 1993, Philip Morris surprised
analysts with a drastic price cut
on premium brand cigarettas.

Hurt by the increasing populari-
ty of cut-rate cigarettes, Philip
Morris last May cut the price of
Marlbarg, - its beat-koown brand,
by 40 parcent. The company later
made similar cuts on other gomea-
tic brands.

Also, Philip Morris announced a
major restructuring last fall that
included the elimination of 14,000
jobs over three years.

In the first quartar, Philip Mor.
ris reported earnings improved 59
percent from a year earlier, when
results were hurt by an accountin
‘change.~ The--company ecarned
"$1:17 :billion, or $1.34 "« "share,
-torhpared with 8737 milliion, or 84
.cents ‘a.share, a ‘year:earlar, ..,
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Philip Morris chairman resigns

ASSOCIATED PRESS 1 / i)

NEW YORK—The chairman and chief ex-
ecutive Philip Morris Cos.—the world’s
largest —nas resigned,
saying it is time for a “career Philip Mor-
ris executive in the top job.”

Michael A. Miles resigned Saturday after
three years at the post, the company said
in a statement Sunday.

Philip Morris’ board named two men
with a total of 50 years of experience at the
company to take over Miles’ job., Vice
chairman R. William Murray was named
chairman, und vice chairman and board
member Geotlrey C. Bible was named pres-
ident and chief executive.

The New York-based food and tobacco
company saiid the changes are effective im-
mediately. Miles, a nonsmoker, was the
company’s first chairman from outside the
lobacco industry,

*“The decision was Mr. Miles,” " Citico
Chairman Johu Reed, chairmgp’of tﬁe

Philip Marris board's compensation com.
mittee, said in the statement “Mike has
done much for Philip Morris.”

Company spokesman Barty Holt said the
resignation was not related to the com-
pany's performance or to a rumored split
of its food and tobacco businesses.

“I leave with the full confidence that the
difficult decisions made over the past two
years will be proven right by our results in
1994 and beyond.” Miles said in the state-
ment,

“Now, however, with the resurgence of
our U.S. tobacco business, and the contin.
ued strong growtl ir intermational tobaceo,
it makes sense to again have a career Phil.
ip Morris executive in the top job,” he
said.

Huw by the increasing pepularity of cut.
rate_cigarettes. Philip Morris in May 183
cut the price of Marlboro, its best-known
brand, by 40 percent. The company later
made similar cuts on other domestic
brands.
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NEW YORK ~ Thes surprising resignation
of Michael Miles a8 chrman and chlef exec:
udve of Phillp Morris Cos. foliows a rift be-
tweeti bim and the Doard over the company's
direction, analysts said.

The board, meeling baturdsy in what a
spokesmen described as an “emergency” ses-
ston, elvcled R Willlurn Moriay && chairmen
and Geofirey C. Bible a5 president and €
Mr. ahies, Mr. Murray and Mr, Bible weren't
avallable for commerit

;mxtmuy %

Y

Ed

Mr. Miles, 84, resigned {ror the New York-

basod tobacco and food company amid grow-
ing gavernment scrufiny of iohacco compar
nies, compeliion from discount cigareties
and pressure {rom shareholders to restrue.
ture. Philip Morms mekes Mariboro cige-
rettes, Kraft brand joods and Miller beer.
Securities apalysts who track the company
have been vocal in whieir belief that 8 move to
split the tohaco unit apart from the food
business would increase the value of the food
business and raise Philip Morris' long-ailing
stock price. Many sharcholders had urged
such & breakup 1o shield the food operations
from the possibility of liabihnty lawsuits.

Many analysts expected this decision to be
made at Philip Mo is’ board meeting in May.
N wasn't

Mr. Miles “was invited to leave the board
meeting and the fnsiders kept the meeting
going for several hours after he left,” said
Frederic Dickson, an analyst at D.A. Davidson
& Co. in Great Falls, Mont. "It said to me that
the battle had to be very, very hested over
the strategic direction of the compeny.”

Tony Veiito, of Edward D. Jones & Co. in
St Louis, sald many anaiysts believed that
“Mr. Miles had wanted to split up the food
and tobacco busineswes He wus under & ot of
pressure 10 boast the value of the stock”

“If Mr, Miles thought splitting the com-
pany was the best way to ephance share
holder vaiue,” hie would have felt substantial
Please sec PHILLIP MORRIS on Page 4D,

-11-

“frugtration” with tbe board for {1s
iack  of suppon, said Jeffrey
Omobundro of JJ.B. Hilltard & Co.
in Louisville.

Analysts sald Sunday they expect
Poilip Morris' new lsadership will
soon anpounce that the company
will begin buying back iis shares as
& gesture of support designed to
GOt the price of the stock

Meanehile, Phillp Mortis tried to
dispe! the nction thas a rift between
Mr. Miles and the doard compelled
him to leave the job he had held.
since Seplember 194 He joined
Philip #orris {n 1688, when the com-
pany acquired Rraft General Foods
Inc.

lusisting that Mr, Miles was not
pushed out by e i1»-Derson poard,
Nicholss M. Roil, a Poilip MorTis
spokesman, satd: “He decided to
leave on his own, for his own per-
sonal reasons.”

In any event, the moves occurred
swiftly. Mr. Roll{ said the matter of
Mr, Miles' rezignation was first dis-
cussed by the directors by telephone
late Priday afternoon.

‘“The forma! resignation was ac-
cepted on Saturday morning at an
emergency meeting " Mr. Rolli said.

" “We were quite disappointed after

JUR L ) 1944

the last board meeting,” said analyst
Marvin Roffman of Roffman-Miller
Associates in Philadelphia, “We were
iooking for & break-up or a share-
holder repurchase. A significant
amount of value is locked up in the
food business. If you break the com.
pany np, you can reiease that value.”

To the analysts, the timing of the’
announcement indicated that Mr
Miles had become too {rustrated to
continue in bis posts.

“It’s Interesting the announce-
meni came out on a Sunday,” said Mr.
Dickson of DA. Davidson. *My initial
sense when [ first heard it was basi
cally the board meeting of a couple
of weeks ago was still being played
out behind the scenes, and off-stage.
Behind the scenes, it was clear you
had a cheirman that was looking at
options, trying to best protect the
company from the possibility of
fairly severe legal fallout regarding

) domestic tobacco liabiliy”

{Other coverage avallable

upon request)
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Philip Morris CEO Quuts;
2 Officers to Split His Duties

By STUART SILVERSTEIN 22 |

Tikils ITAFF WRITHA

The naad of Philis Marris Ocos,

abeupily quil over Lho weexend in
& stunnng §naké- up B Lhe nalon's
Biggert wbdcsp conaern,

Chairman and Chief Exctutive
Michscl A. Miles, & veieran of the
company's food business who haa
been crlicized by iobaceo parli-
sans fof Doibg uNresponsive LW
atiacks on the gigarcilo industr;;’, is
being replaced hy two excculives
with Jonz sxporiense on the wbae.
co side o?f.‘m: business.

The changes at the hclm of New
York.pagad Philip Morris come a8
the entre T8, tobacco industry s
recling from aggeuls by solilicians
ahd anti.smoking setvisia, THbse.
€0 Company profily alss have auf-
fered unudl resently from g price
war fucicd by Phiiip Morris last
year when it slashed the price of {i&
Mariboro clgareties,

Bven &0, the shake-up at Plulip
Merris favers he wobacco side of
the coimpany over 1ts vast {ood and

poer operationa, which Include
MWM and_Miler
Brewing Co. Milcs, 54, who is

siepping down after ncarly thres
years aa the head of Phillp Morris,
was the first honsmoker 1o run the
company and was Kraft’s chief
cxecutive when the food process-
ing glanl was acquired by the
tobacco concern in 1488.

By contrast, Miles' replace-
mens~R. William Murrsy, 58, and
Geolfrey C. Bible, 56~arc bouth
longtme tobacco cxecutives, with
a combincd 50 years of experience
st Philip Morris. Murray, Phllip
Morris® president and chief operal-
ing officer until he was named vice
chairman for {ood last month, now
becomes chairman of the entire

Please see SHAKE-UP, A
commpany. o

Bilic, who had beon viee chair.
man af tobsecn, wak olevuled (o
prosfdent and chief executive af
the entite camipatty, Altbouph the
title of OO would suggest that
ible 18 now the st powerfil
exenlitive at Pindip Morrk, a com-

POy RpOXCRMAN ®HG ihat he will
renort (o Murray,

I wieiter of mesiphution subaail
ted late 1'pfday Bt not diselased by
Philin Moreis anill Sunday, Miles
saidd ne g leaving with “fyil confi-
donee” that the dectsions made
during hik loniae Twill De praven

Tight by owr resulis n 1994 and,

neyond,”

~ “Mow, however, with the resar- .
Seaca of our US. whaceo business |

and whe continued #ierong growih in
Antemmationz] {obaceo, it makes
genec L0 afain have a cardar Phillp
Bdorna exocutive in the top job” he
wddeu. '

}‘? Sithor Mes nor hin successors |

could be reached far som-
ment Sporegimen for the company
=2aid Miles was not proggured Lo
'Jonve, hut he 18 widsly belleved (o
Jave run inlo strong opposition
from other dircctors ahd major
invostors
" iz main nemesis ingy have been
Priis Merrig’ former chairman,
Humileh Mazwszll, who i said to
have plunged back inid the compa-
By's vperations recettly. When a
proposal belicved to have been
Moarrls’ wobaces and food operations
a8 congidered by the baard iast
‘month, Maxwoell 18 believed wo have
played a strong rolc in shooting it
down. Splitung the company had

fans on Wall Street, where
¢ investment community hoped
ich @ movo would both yicld
rcater value for sharcholders and
wsulate a-scparate food business
m tobacceo lability.
‘Philip Morris alock s dne of
merica’s mogt widely held and ia
ciuded fn many pengion funds.
he company’s shares elimmbed
m about $80 when Miles inok
ver in Sepiember, 1881, to a high
f just over 888 a year later, but

WU L v

JUN 2 0 1994

they have plunged since -they
closed at $50.37h an riday —-cost.
ingt fivestore more than $39 Lillion
alnee HNA Indusirywide tirmofl
pols el of the bliamie, huwever,

‘The overad] value of the compu-
ny it Wall Sireet foil by nearly
$13 hilijon one duy Jast year, after
invertnes were caught off goard hy
Wit ennouncement thot the compa:
ny was plashing premium cigarette
prices o stave ofl competition fram
ChOeupes brands,

Although Miiex' departure does

not appaar in be direetly refated to-

riving proiouts by anti. srmoking
activisla, he ig believed to have
fruriruled those elose to the eomn.
puny with his sreely vigible profile
fn the eareent nationnl dehate.
Milex rurely ives interviews o the
news miedia or speaks before Wall
Street analysly who follow  the
cornpany s sLoek.

Hut John 0 Muxwell Jdr, an
anmalyst with Wheat Itirst Seenee.
ties {n itichmond, Va., siutd he
brbeves the compaiy is positioned
Lo do wethin eaming yoari—niosy
substantid pew  uxex or uther

“atrong reguintory rontrols are

platod i tobiceo sales.

 Lai
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What Murray
brings to Kraft

Industry speculates his role is

as caretakgr"b’énding PM breakup

By Patricia Gallagher

Philip Morris Cos.’ decision to
bring in a tobacco man to run
Kraft General Foods has investors
and Kraft followers wondering
what’s in store for the mammoth
food company.

With his new job_of vice chair-
man for worldwide food, R. Wil-
liam Murray gives up half his re-
sponsibilities and takes more direct
control of KGF at a time when
Philip Morris is poised to separate
its food and tobacco businesses.

“I think they are positioning it
for a cleaving,” said J. Bruce Har-
reld, Boston Chicken president
and former KGF executive, echo-
ing a theory of dozens of investors
and observers.

Mr. Murray, 58, spent 21 of his
24 years at Philip Morris selling
cigarettes—and three oversee-
ing both food and tobacco—as
president and chief operating
officer.

He also moves into the KGF
position at a time when
growth of food earnings has
fallen from the mid-20%
range in the late 1980s to
about 7% last year.

So who is the man who
could end up in charge of a
free standing, $30.3 billion
food giant that would rank
No. 13 on the Fortune 500?

Industry sources, including
some former KGF executives,
characterize Mr, Murray as a
strong administrative and op-
erational executive with close
ties to former Philip Morris
Chairman Hamish Maxwell.

He also provides a liaison to
top Philip Morris management,
the board and Wall Street.

But Mr, Murray is viewed
by some as a caretaker at KGF,
having virtually no direct experi-
ence managing food businesses.

He's “solid and trustworthy,”
said one source, but ‘‘really
doesn’t add much,” said another.

What Mr. Murray does bring is
impressive international business

- experience.

The Australian native joined
Philip Morris in 1970 as a finance
manager in Switzerland, later
holding jobs as president of the
Benson & Hedges brand in Can-
ada, president of the company’s
Europe/Middle East/Africa divi-
sion and president-CEO of Philip
Morris International. He brings
that cosmopolitan background to
Kraft General Foods at a time
when the company’s phenomenal
growth overseas has slowed.

Just four years ago, KGF’s in-
ternational sales were growing
66% annually and operating in-
come was surging nearly 80%. By
last year, the pace had slowed
dramatically, with revenue up 8%
and operating income up 3%.

Mr. Murray’s new focus also co-
incides with increased invest-
ments overseas. Last year, KGF
bought Freia Marabou, a Scandi-
navian candy company, for $1.3
billion, and Terry’s Group, a U.K.
candy concern, for $295 million.

The company also expanded its

coffee business in the Czech Re-
public and China, its cheese busi-
ness in Poland and other food cat-
egories in Australia, Turkey, Ar-
gentina and Brazil.

As Europe’s fourth-largest food
company and the Asia/Pacific’s
leading U.S. food marketer, Kraft
General Foods International gen-
erated $1.11 billion in earnings on
$9.43 billion in sales last
year—12% and 15%, respectively,
of Philip Morris' totals.

International expertise aside,
some observers say Mr. Murray’s
lack of food industry depth is a
detriment. But his impact will be
significantly buffered by a thick

T KDVERTISING AGE. JUNE 20. 1994

laver of seasoned KGF executives,
experts say.

“As long as he and [Mike} Miies
work together, I think thes'll be a
said Bruce Gregorv.

)

good team,’

R. William Murray, Kraft General
Foods’ new boss, brings loads of inter-
national business experience but no
direct experience in the food category.

portfolio manager for Progressive
Partners, a New York moneyv man-
agement company pushing for a
breakup.

Mr. Murray continues reporting
to Philip Morris Chairman-CEO
Michael A. Miles, as he did as
president. Under a breakup,
though, KGF might lose Mr.
Miles, its former president. as a
safety net. Only he—and presum-
ably, his board—know whether a
split will occur.

The investment community is
pushing that scenario.

After a board meeting late last
month, Philip Morris said it
would take no action on plans to
consider separating its businesses.
A day later, the company said it
didn't anticipate the board would
take up the issue again “in the
foreseeable future.”

But Philip Morris hasn't com-
pletely closed the door on tearing
apart the tobacco and food busi-
nesses, and management re-
mained flexible on the subjectin a
meeting with six large institu-
tional investors.

“They have indicated a willing-
ness to meet,” said Anne Hansen,
deputy director of the Council of
Institutional Investors.

Ms. Gallagher is a reporter for
Crain’s Chicago Business.
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RTf 06/17 1606 Philip Morris <MO.N>, others cut by Salomon

NEW YORK, June 17 (Reuter) - Salomon Brothers analyst Diana Temple
downgraded tobacco stocks Philip Morris Cos Inc, RJIR Nabisco Holdings Corp
<RN.N> and B.A.T. Industries Pic <BATS.L> to hold from buy, citing
extensive news coverage of the industry.

The analyst left a buy rating on American Brands Inc <AMB.N>, saying
she believes B.A.T. Industries will close its deal to buy the U.S. fobacco
unit and will indemnify the U.S. company against the litigation risk.

"We believe the tobacco industry is being tried by the press and mass
media which will make it difficult for the tobacco industry to get a fair
hearing in court,” Temple said.
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Goodbye Cyclicals,
Hello Growth Stocks,

OrSothe An
P

By SUSANSCHERREIK *

Quite a few money managers are
gushing about™ the prospecis for
largecompany growth stocks, a
group that has languished for two and
a half years.

The cyclical stocks, in the .auto,
steel, rail and other economically
sensitive industries, have had a
heady surge but are running out of
steam, the argument goes. The Fed-
eral Reserve, in its zeal to keep infla-
tion in check, will ultimately slow
economic growth. When it does, the
cyclicals will be replaced by big
growth companies, which record con-
sislent earnings gains even in a slug-
gish economy.

. “The next major move in the eco-
nomic cycle is going to favor growth
stocks,” said John D. Gillespie, man-
ager of the $2 billion T. Rowe Price
Growth Stock Fund. Although it is
hard to pinpoint economic transi-
tions, the growth-stock followers ex-
pect a shift over the next six months.
. Naysayers, of course, point out that
just last week, a blue-chip growth
stock — Pepsico — headed southon a
report that the company’s second-
quarter earnings would be flat. Other
food and beverage stocks fell as well.
The decline raised concerns about
whether growth stocks could stage a

alysts Say.

. rajly any time soon.

growth stocks - will come
around, the investment advisers in-
sist. But something else is afoot as
well — adrastic change in the catego-

ry.
“The 1890's will largely redefine
growth stocks,” predicted Shelby Da-

vis, portfolio manager of Selected
American_Shares, a mutual fund -
vested primarily in large companies.
Some old die-hards are giving way to
new favorites. ’

Quality growth companies, which
have hefty market shares and strong
bajance sheets, typically post 10 to 20
percent increases in earnings year
after year. Because they plow maost of
their earnings into operations for fu-
ture growth, they pay skimpy divi-
dends, if any at all. Like Energizer
bunnies, they keep going even when
the economy languishes because they
sell goods and services that people
buy no matter what

Consumer products companies

!

dominated the growth category in the
late 1980’s. Their brand-name prod-
ucts, whether small-ticket items like
soft drinks, cigarettes and cereals, or
essentials, like drugs, found a ready
market. But in the early 19%'s, con-
sumers turned frugal, and price com-
petition squeezed profit margins for
food, tobacco and drug companies,

Including_Rellogz, Philio Marris and
Merck. Pepsi cited similar competi-

on and price pressures In its latest
earnings forecast.

“The traditional growth stocks are
showing signs of age — their profit-
ability is slowing," said Ron Ognar,
who runs the Strong Growth Fund,
which invests in growth companies of
all sizes. “Newer, fresher companies
will have an easier time.”

Although it is premature to con-
clude that Pepsico will be displaced
as a blue<hip growth stock, many
companies no longer fit the mold, said
David Shulman, chief equity strat-
egist at Salomon Brothers. )

What J0837 FURGQ managers inter-
viewed in recent weeks pointed to
companies that help consumers and
businesses cut costs and save money.

Financial services companies, like
Charles Schwab and Merrill Lvnch,
are cxpecied o flourish as baby-
boomers focus on saving for retire-
ment. Companies that help business-
es raise producuvity — by using tech-
nology or by taking over routine tasks
— should also deliver double-digit
earnings growth. Among the manag-
ers' favontes: Automatic Data Pro-
cessing, which processes company
payrolls, and Motorola, a leader in
wireless communications products.

Many of the new growth companies
will add to earnings by muscling into
foreign markets. Mr, Davis dubs the
American International Group ‘“‘the
Coca-Cola of insurance” because of
ils global stralegy.

= Cent'd)
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'Total annuai retumns for
deep cyclical | stocks and

The New York Times

And not all the old-line growth
stocks will fade. Gillette and Procter
& Gamble, for example, are expect
to thrive in large part because of
their international positions.

Investors who collect these stocks
will be rewarded over the next three
to four years, said Mr. Ognar of the
Strong fund. )

. For suppart, the fund managers:
point out that the party is ending fori
cyclical stocks. The cyclicals have,
been the market leaders for 22'
months, while their typical spurt is
just 18 months, said Michael A. Ham-.
iton, a financial analyst with the;
Leuthold Group, an equity research:
group in Minneapolis.

What's more, investors can find
exceptionally good deals in the
growth sector. Growth stocks usually
sell for a premium, reflected in high .
price-to-eamings ratios. But the P/E
ratios of many issues are near their;
lowest levels in several years.

One way 1o spot issues ihat are weli,
priced is o compare a stock’s P/E;
with the annual earnings gains fore-
cast for the next five years. If the P/E;
ratio (the price of a share divided by,
its per-share earnings for the next 12'
months) is equal to or less than the'
annual growth rate, then the stock
represents good value.

r. Gillespie of T. Rowe Price fa-
vors the Federal Home Loan Mort-
gage Mortgage Corporation. Its stock
has a P/E of 10 based on 1995 earn-
ings projections, and its annual earn-
ings growth is expected to be 15 per-
cent. At the end of March, the mort-
gage company was the largest hold-
ing in Mr. Gillespie’s growth fund — a
stark change from five years ago. At
the end of 1988, the fund's biggest
holding was ] E M., no longer a
growth stock by any definition.
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OR State Investments-Tobacco, 33
Oregon Public Ir-estment Managers Worrizd Abzut Tobacco Stocks

PORTLAND, Ore. (AP) The prospect of anti-smoking legislation
has state retirement fund managers reconsidering more than a half
billion dollars invested in tobacco companies.

The Business Journal, a Portland weekly, said the single largest
state 1lnvestment in tobacce is $45( million worth of stock in RJR
Nabisco Holdings Corp., the makers of Winston, Salem and other

cigarette brands.
"The thing that's really overhanging the industry is what's
1

going on in Washington,'' said John Maxwell Jr., an analyst with
Wheat First Butcher & Singer in Chicago.
Maxwell noted that David Kessler, commissicner zf the U.S. Food
and Drug Administration; Surgeon General Joycelivn Elde:s and U.S
Rep. Henry Waxman, D-Calif., are leading a figh: against smoking
Waxman, who heads the heaith and environmen: subcommittee,
hauled seven tobacco industry chief executives befcre the panel in

March as part of his effort to ban public smoking.

Kessler said this spring he's willing to consider classifying
nicotine as a drug to put tobacco under FDA authority.

As a result, Oregon Treasury officials requested in writing this
spring that four of its money managers justify their investments in
tobacco stocks as a part of the state's $18 billion investment
portfolio.

Jay Fewel. Jr., the state Treasury's egquities investment officer,
said the state bought RJR stock at $5.50 a share five years ago but
it has gone nowhere, trading about the same level this week.

But the state could not dump its RJR holdings even if it wanted
to sell because Kohlberg Kravis Roberts & Co. is the managing
partner of the state's portiolio and the Treasury is a limited
partner without any legal right to interfere,.

Past KKR investments have been hugely profitable for the state,
including returns in excess of 20 percent for the buyout of the
Portland-based Fred Meyer Inc. retail chain.

The state could dump the rest of its tobacco industry holding,
estimated to be worth nearly $75 million in Philip Morris, American
Brands and US Tobacco.

But none of the state's four money managers
selllna tobacco stocks despite the state's inguir

"'I'm not speaking for them,'' Fewel said, “buL based on their
they must feel that there's greater upside potential than

indicate they are

actions,
downside risk.'!'

right (c) 1994 The Associated Pres
ived by NewsEDGE/LAN: €/17/%4 4:06 aM
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“Follow-the-leader can be

dangerous for imvestors

Even | pros ‘stumble: Soros

makes $10 million gaffe

. NEW YORK — Even smart

: guys who think they have the
inside track do dumb things.

Take ' globetrotting George

" Soros, 63, skipper of $10 billion

_Soros Fund Management.

Financial World magazine’
reports the investment whiz
personally made more than §1

pilllon last year. - .
Whether that’s so

is anybody’s.

gues But his firm -

— In its stock ac-
tivities — fs said
to have pulled a
blunder on the
short side (a bet
on falling stock
prices) on Genen-
tech, a biotech
leader.

Given the size

of Soros’ fund, the

loss is no big deal

~ about $10 mil

lion, I'm told. But there’s a les-
son for investors: It's dumb to
get involved in a stock just be-
cause Soros is a rumored play-
er in it. And many investors
have been doing just that.

S

Biggest stock holdings

About half of Soros’ assets are in stocks. At top of list:

Holding Shares
Friday value owned
Company close (millions) March 31
Newmont Mining $41 $4an 8,461,000
Deere & Co. $74% $135 1,569,000
Perkin-Elmer $31% $68 2,036,000
Tektronix ggg;//‘; :g’; 1 28(.93888
Philip Morris \
Cegent $28% $34 1,321,000
LIN Broadcasting $119Y2 $33 304,000
Anadarko Petroleum $537s $32 700,000
Host Marriott $1 $31 3,054,000
General Motors $537% $30 562,900

Source: Federal Filings

How George Soros is playing the U.S. stock market

A rundown of Soros Fund Managemeni‘s top first—quarter stock purchases and sales, ranked by dollar value.

BIGGEST PURCHASES...

.« . AND BIGGEST SALES ‘

Shares Shares
Friday Bought in Held Friday Bought in Held
Company close 1st Q’94 March 31 Company close 1stQ’94 March 31
Georgia Guif $34 800,000 800,000 Home Depot $43% 1,665,000 0
Southern Pacific Rail $20% 950,000 950,000 Kemper $58% 950,000 194,000
LIN Broadcasting $119% 185,000 304,000 Motorola $47% 498,000 9,000
Philip Morris $50% 371,000 808,000 Sears, Roebuck $48% 762,000 0
Western Atlas $47 402,000 402,000 Newbridge Networks $34% 659,000 361,000
UAL $123% 125,000 125,000 DSC Communications $202 537,000 114,000
Stone Container $15% 1,118,000 1,118,000 Burlington Resources $44'% 592,000 0
Valassis Communications $1412 800,000 800,000 American International Group $95% 272,000 25,000
FlightSafety International $38% 345,000 355,000 General Re $116% 205,000 0
McCaw Cellular Communications $5219,4 224,000 224,000 $39% 507,000 8,000

Source: Federal Filings

2v¥¥S10507

Goodyear Tire & Rubber

_g'[_

7661 0 3 NAP



-16-

ADVERTISING AGE., JUNE 20,

1994

Actor Tsutomu Yamazaki helps introduce Merit's lower tar content in a spot featuring a traffic jam caused by turtles.

Ny
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PM is pinning high hopes
on low-tar cigs in Japan

By Jack Russell

TOKYO—With a two-prong strat-
egy to turn around its ailing ultra
low-tar brands, Philip Morris Inter-
national isn't just blowing smoke.

The marketer lowered Merit’s tar
content by 33% to 4 milligrams and
began a new campaign, helping
slow sales declines by volume to
14% last year from 20% in
1992,

The brand’s market share hovers
around 1% by volume.

And Philip Morris also expects a
new campaign for Next to pay off
big with a threefold sales increase
to $175 million this year.

Unlike many global markets
where cigarette consumption is
down, the Japanese market has
risen four years running. The To-
bacco Institute of Japan reported
sales climbed 1.6% to $36 billion
for the fiscal year ended March 31.
Ultra-low-tar brands, classified as
those with 6 milligrams or less, are
showing exceptional growth in this
massive market,

James A. Scully Jr., Philip Morris
director of marketing, said ultra
low-tar cigarettes now hold 28% of
the overall cigarette category by
volume and will likely reach a 35%
share by 1995.

Merit sales in 1993 were $92 mil-
hon and are projected to deciine
about 3.3% in '94. Philip Morns’ to-
tal sales last vear were $1.4 bithion

Merit virtually created the ultra
low-tar segment in 1987 with 1 TV,

print and transit ad campaign from
Leo Burnett-Kyodo, using the slo-
gan “Thirty-three percent less tar
than Japan's leading lights and it
tastes better.”

“We woke up Japan Tobacco,”
Mr. Scully said.

In fact, Philip Morris caught Ja-
pan Tobacco by surprise, forcing it
to reduce the tar content of its lead-
ing smoke, Mild Seven Light, by
33% to 6 milligrams. Mild Seven
Light and its
higher-tar sis-
ter brand Mild
Seven domi-
nate the indus-
try, with vol-
ume shares of
15.6% and
10.9%, respec-
tively.

But by 1992, about a dozen brands
had crowded into the field. The pro-
fusion sent Merit’s sales falling, and
for '92, volume sales were down
20%, Mr. Scully said. Menit suffered
a disadvantage because it was priced
at $2.38 a pack, 14% more than the
$2.09 charged for Mild Seven and
most othe'r rival brands.

Instead of lowering the price,
however, Merit created & new point
of difference by dropping tar con-
tent to 4 milligrams.

The change was heralded ina TV,
newspaper, transit and maguazine
campaign that began carlv this

vear. starring actor Tsutomu
Yamazaki.
In one 30-sccond minmidrama. o

T ——————

conservative father of the bride re-
fuses to pose in the wedding pic-
ture. Mr. Yamazaki comes on the
scene and says, “For the time being,
I wish you happiness,” and offers
him a Merit.

The father joins the photo session,
the bridegroom’s toupee falls off
and the bride faints.

In another spot, the actor
smoothes the ruffled feathers of
motorists in a fender-bender by of-
fering them a Merit.

While Merit has been battling
back from sales declines, Philip
Morris’ 1-milligram Next has per-

. formed more evenly.

Japan Tobacco opened this even
lower-tar niche in the early 1990s
with 1l-milligram Frontier Light,
leaving Philip Morris to challenge
the brand last September with Next.

Within one year, the 1-milligram
tar niche quickly racked up 3% of
the total market, including 1% for
Frontier Light and 1% for Next.

Lightness is the overriding theme
in Burnett's Next campaign. begun
last fall. The spots. a :30 split into
two :15s, use animated fingers. The
finger with a male voice asks, “"The
No. 1 lightest, please”” Another fin-
ger with a female voice. represent-
ing the retailer, savs ~“The lightest
with the great taste” The male
voice then savs. “"Next' That's great
Next with 1 milligrams piease.”

In the second haif of the spot. the
male finger [inds the “hightest,”
which is Next at a vending ma-
chine. [J '
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Blowing.
smoke

250 million strong,
China's market

for cigarettes has
its share of quirks

High prices and low
output keep brands
like Blue Panda out of -
the average samoker's
reach.

\O

Renter

Ching '
M's big clties, where conspicu.
ous consumption has becoms a Hipe

“Panda brand? The one that

mouat leader Deng] Xinoping
smokes? You esn't buy them anye
Wherd, 1o one sells them,” 2 20-year.
old who peddles cigarettes in ons of
Beijing's dark alleys whispered cone
spiratorially, looking around to male
fre nd one was watching or lstene

" one fadory can be found

JUN 138 1364

He alx declined to disclose the price.
“It is priceless; we produce only a
very, very small quantity every

year,

“It would definitaly be ks if you
find it i{n the market, of in the
blaek ciacket. You cannst buy it

Orne-foucth of Chinx’s 1,] billien
people wre smokers, making the
countr’ the world's bi cigaretto
market. It produced 1.7 trilion cigs-
retted st year, Forty billiom were
exportrd 10 Russis, Southesast Asis
and otl.er regions.

There ars 180 cGigaretts factories in
Ching. Except in the fir west, at least
in every
provine

Ths hupe market is scan as furtile

B i W
scing ineressing 1 LY
stricticns at home, U.S. manpfpctun

ers are looking at Asia, the Indisa
subcontinent and parts of Europe a8
new markets,

e Ko
Q Nabis m

Cal m.mﬁf#wnnumbuop-
eratiors in Ching on a very small
scale. 1t opened & plant there in 1988
in 4 joint venture with the Chinese
government,

Each year it 3 biltion sticks
of Caniel, Winsion and a local brand
zgggd Solden Bridge in & 1.7 willlons
ick tosrket, according io Brenda
Follmér, director ofdsﬁg&p relgtions
far R Tobacco International, She
said the com .
Jut the
no: allowed it.

Morriy ells its MarTboro clga
ial imparg

n special "y
ments of foreign curreacy tores. But
spokeswuman EBlizabeth Chu
“‘We acver discuss the future.”
Moveraents againgt smoking are few
and fir between in these overseas
markes, especially where amoking is
teen &s 2 5ign of affluence and, espe-
cially for women, social Liberation.

“Althcugh Chins's goverament is
discou‘aging its people from smok-
ing, and innsts on warning labels on
cigaretie boxes, the g&oqucﬂ
aretizs his besn 1ta
ears ind is not likely to fall sharp-
. 8 spokesmag at the Ching Ne-
}l onal Todacco Corp. (n Beifing told
cuters,

&

8
g
EL3
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“Peogle just da not waka up in the

morninundqeddnnogoaagu,,,
even ve ,
o8t taxon ap it o hern ~ he

Since January, up 1o 60 percent ¢
&wnuﬂvuuaﬁhummn--éég

low any pesticides and fungicides.

.And only a very small quantity is

' —-

produced, maybe for 100 people ia
all of Ching, Even mininers may not
get 10 smoke them,” said & 3S%-year
tobacco-connoisseur, & senlor ofl ex-
ecutive in Befjing.

While the Blue Pands's price puus it
almost entirely out of reach of Chi.
na's 250 million smokers, the coun-
Ty's tobacco authorities have not
been ahy to canh in on its mysteriows
luater on special occations.

Yellow Panda, a cousin of the Blue
Panda, was specially created for pub-
lic sale during the 1990 Asian Games
in China, & spokesman st China Ng-
tonal Tobscco said

“It was then sold 1o the public at 700
yuan [$80] a carton,” or $8 for a
packet of 20, he said.

China’s three most popular drands
- Chungws, Yun Yan and Ho
Ts Shan = now rewadl for $101t0 $
per carton,

gy yys10802



-18- JUN 2 0 1984

ADVERTISING AGE, JUNE 20. 1994

Investment, not ads,
soaring in Vietham

By Laurie Freeman
and David Butler

Investment spending in Vietnam
is going through the roof, but ad
spending hasn’t kept pace.

U.S. companies including Visa
International, American Express
Co., Coca-Cola Co., Pepsi-Cola
Co., Mobil Corp. and Gillette Co.
almost quadrupled their invest-
ment spending in the span of a
month~—to $78 million in May
from $20 million in April, accord-
ing to Vietnam's State Committee
for Cooperatioh & Investment. .

The rise comes after February’s
lifting of the U.S. trade embargo,
with the U.S. now ranking as the
country’s 18th-largest investor.
No. 1 Taiwan was far ahead with
81.5 billion and Hong Kong with
$1.4 billion,

But the big bucks foreign com-
panies are investing don't extend
to advertising, estimated at less
than $5 million total this year by
local agency executives.

“You go in and expect to see big

billboards all over the place, but
"there aren’t that many” in Viet-
nam, said an agency executive
based in Thailand. “The truth is
there is not that much to buy. [An
advertiser] can get good national
coverage for $50,000 a month.”

The exceptions are the cola gi-
ants. Both Coca-Cola and Pepsi
are using splashy, big budget ad

campaigns including TV, radio,
print and point of purchase.

AmEx is limiting advertising, to
outdoor boards, one in Ho Chi
Minh City and another in Hanoi,
handled by Ogilvy & Mather Thai-
land, Bangkok.

The boards have "‘a world cur-
rency theme,’”’ said Elisabeth
Coleman, VP at AmEx’'s Travel
Related Services Co., New York.
“‘Our thrust
right now is
to build an
infrastruc-
ture so we
NEWS can provide

high quality

services to

our corporate
card and business travel custom-
ers.”

AmEx accounts for 75% of Viet-
nam charge card purchases, she
said. The card is accepted by 40%
of the restaurants, hotels, car
rental services and retail stores in
the nation.

Visa is using outdoor ads
themed “Welcome to the world of
Visa,” said a spokesman in San
Mateo, Calif.

It’s just a matter of time before
other marketers follow suit. San
Diego-based Vietnam Investment
Information & Consulting held an
April trade show in Hanoi, at-
tracting 50 major U.S. marketers.
Pepsi, Gillette, General Electric

GLOBAL

Co., Kraft General Foods, Carrier
Corp. and Otis Elevator Co. were
among the exhibitors.

More than 100,000 people at-
tended the four-day show, said
Richard Pirozzolo, whose Piroz-
zolo Co., Wellesley, Mass., han-
dled communications.

The success spurred plans for a
Ho Chi Minh City show.

A Coca-Cola spokesman in Sin-
gapore said the company is im-
porting U.S. creative and has
some ads created by McCann-
Erickson Thailand, Bangkok.
Outdoor boards are done locally
through Vinexad, Ho Chi Minh
City, Vietnam’s state advertising
enterprise. The campaign’s theme
is “It’s great to be back.”

“This is a grass roots promotion
that has gone on from” the day
the embargo was lifted, the
spokesman said. “We started in
the centers of Hanoi and Ho Chi
Minh City, and spread out to the
suburbs. Now we're moving into

"the other cities and towns.”

Coca-Cola and Vietnam National
Foodstuff Import-Export Co. are
partners in a $20.4 million bottling
plant being built south of Hanoi.

Pepsi is also running a heavy
schedule, with $1 million being
spent on ads and promotion. Dur-
ing a major sampling drive in
February and March, 1 million
samples were given away in Ho
Chi Minh City and Hanoi. (J
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The Insider Who Copied Tobacco

By EBEN SHAPIRO
Staff Reporter of THE WALL STREET JOURNAL

Merrell Williams Jr. is the tobacco
industry’s worst nightmare: an informed
insider who has turned against the secre-
tive industry.

Mr. Williams, 53 years old, the sus-
pected source of a trove of internal files
that have been leaked to the media and
Congress, may be the most damaging
whistleblower in the annals of the tobacco
industry. An attorney for Mr. Williams
says he doesn’t know if Mr. Williams
leaked the documents. )

As a paralegal for Wyatt, Tarrant &
Combs, the Louisville, Ky., law firm for the
nation’s third-largest cigarette company,
Mr. Williams cataloged industry secrets.
Beginning in 1988, when he joined the firm,
and for nearly four years, he reviewed
legal papers detailing Brown & Williamson
Tobacco Co. executives openly acknowl-
edging the addictive properties, of ciga-
rettes and the health risks of smoking.

Mr. Williams, who is being sued by

Wyatt Tarrant in Jefferson County sta*e

court, is bound by a court order not to

discuss the papers. He couldn't be located |

and his attorney, J. Fox DeMoisey,
wouldn’t make him available for this arti-
cle. Mr. DeMoisey says Mr. Williams's
reasons for laying low go beyond a court
order. ‘‘He really has a fear that some
Bubba that has been raising tobacco all his
life is going to pull up next to him in a
pickup truck and blow him away,” he
says.

Nonetheless, in absentia, Mr. Williams
has become a central figure in a period of
unprecedented pressure on the tobacco
industry.

Mr. Willilams's supporters say he
copied confidential tobacco-industry docu-
ments as a cleansing act of conscience. But
Mr. Williams's case seems more complex.
Court records and interviews with people
in Kentucky who know Mr. Williams paint

Firm’s Secrets

WHO’'S NEWS

a portrait of a bright but stymied man, a
downwardly mobile holder of a Ph.D. in
theater who increasingly was bent on
using the courts when he felt he was
wronged.

The confidential papers ‘‘horrified”
Mr. Williams, prompting him to quit smok-
ing, according to his lawyer and court
records. His lawyer says Mr. Williams
*‘was shocked at the fraud and hoax being
perpetrated upon the government and the
American people” and began copying <e-
uments.

In 1992, Mr. Willlams was laid off, and
the following year, he underwent major
heart surgery. In court papers, Mr. Wil-
liams blamed his heart ailment on the
stress of “‘having critical information that
should be make public and that would save
countless ' lives and stop children and
young adults from smoking." He also said

a lifetime of smoking Brown & Williamson.

cigarettes contributed to his health prob-
lems. In the summer of 1993, he retained
Mr. DeMoisey, who returned a box of
documents to the law firm with a letter
demanding ‘‘recovery’’ for Mr. Williams's
injuries.

The law firm refused and filed a civil
suit accusing Mr. Williams of theft. Brown
& Williamson, which has joined the suit,
has called Mr. Williams’s actions an extor-
tion attempt. Mr. Willlams countersued,
denying the allegations and seeking dam-
ages for health problems he claims were
caused by smoking and the stress of keep-
ing the company’s secrets.

No criminal charges have been filed to
support the allegations of theft and extor-
tion, but the judge in the case has issued a
broad order forbidding Mr. Williams from
discussing the documents or conferring
with his attorneys about his case. His
attorneys have filed a motion to amend the
order. )

The contents of the papers, which have

been leaked to various news organizations,
were first disclosed in an article last month
in the New York Times. Officials of Brown
& Williamson, a unit of B.A.T Industries
PLC, are expected to appear before a
congressional subcommittee this week to
answer questions about the documents.

Peggy Williams, Mr. Williams's
mother, says, '‘He's done something for
other people that not many people would
do. He has suffered for years from knowing
what he has known." Mrs. Williams says
her son has always had a strong sense of
justice and proudly recalls that he was
once voted ‘‘citizen of the year” as a
schoolboy in West Texas.

Friends, former coworkers and his ex-
wife describe Mr. Williams as a bright but
frustrated man. He is widely described as
articulate, intelligent and charming.

A man who took great pride in his Ph.D.
and once taught college, Mr. Williams held
a series of jobs including car salesman and
waiter. His ex-wife, Mollie Nickels, says
Mr. Williams held more than 20 jobs in the
dozen years they were together.

Mr. Williams earned a Ph.D. at the
University of Denver in 1971. In an ex-
change during a deposition last year, Mr.
Williams insisted that opposing attorneys
note his educational accomplishments.
When asked to identify himself, Mr. Wil-
liams gave his name and added, ‘‘And
that's doctor. L have a Ph.D. I'd like thaton |
the record.”

After graduate school, his ex-wife says,
Mr. Williams held several teaching jobs,
but his teaching career ended in the early
1980s, when he was dismissed from a
position in favor of a younuer teacher.
What Mr. Williams found particularly
grating, Mrs. Nickels recalls, is that his
replacement had inferior academic cre-

dentials.
Ceorty)
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HARRIS:  Alvin Feinstein, a top epidemiologist at Yale
University, is one example. He’s known in his field as a major
intellect and a bit of a gadfly. A survey of his published studies
shows a handful that suggest tobacco’s role in lung cancer has been
somewhat exaggerated. Documents show that Feinstein received
hundreds of thousands of dollars of tobacco money to support his
research.

DR. ALVIN FEINSTEIN (EPIDEMIOLOGIST/YALE UNIV) : One reason
that I have been willing to accept support from them is that some
of my free-thinking thoughts have at times led to the disapproval
of grant requests that I sent to the NIH. So if I want to carry
out work that does not always agree with the pervasive
establishment viewpoint, when the establishment reviews requests
for funding, they may turn them down. In that case, I'm perfectly
happy to look elsewhere.

HARRIS: But the documents obtained by National Public Radio
show that Brown & Williamson was not simply interested in
supporting dissident voices to keep an ember of doubt glowing in
the public debate. The company was also concerned about defending

ttsell an lawsuitls., So Brown & Williamson, along with the other
major tobacco companies, ran a secret fund at the Council for
Tobacco - Research called Special Projects. This fund was
administered behind the scenes by lawyers. .

one  frequent recipient of these funds was Dr. Theodore
Sterling at Simon Fraser University in British Columbia. Sterling

had done much work of 1interest to the industry. His studies
suggested that chemicals in the workplace were actually responsible
for many cancers attributed to smoking and he has questioned the
importance of tobacco smoke 1in office buildings and the 1link
between chewing tobacco and oral cancer. Sterling is not shy to
admit that some of his research was funded by the Council for
Tobacco Research.

DR. THEODORE STERLING (SIMON FRASER UNIV): I have received a
great deal of funds from various sources and the procedure to
obtain monies for tobacco research was no different.

HARRIS: But the documents show his proposals were not simply
left to the officials and science advisors of the Council to
approve or disapprove as they saw fit. They were handled by a big
Kansas City law firm called Schuch Hardy & Bacon. For example, a
1982 letter from that law firm to Ernest Pepples at Brown &
Williamson and top lawyers at the other major tobacco companies
recommends giving Sterling another $800,000 in the form of a CTR
Special Projects grant to continue his research and relationship
with the industry. Here’'s an excerpt.

UNIDENTIFIED MAN (READING LETTER): We continue to consult
with Dr. Sterling about new directions for scientific research,
developments in the smoking and health controversy, and the
identification of investigators and research institutions of
possible interest to the industry. Our contacts with Dr. Sterling
continue to be helpful and most valuable, especially in view of his

expertise 1in the area of the health effects of occupational
exposures.

ZoPYRI0R0Z

HARRIS: The Council for Tobacco Research’s 1993 annual report
naming all past and present grant recipients doesn’t mention
Sterling once. But a partial listing of CTR Special Projects
grants obtained by NPR shows that Sterling and his associates
received more than 3.7 million dollars between 1973 and 1988 from
the Special Projects fund.

CTR officials didn’t answer NPR‘s questions about the fund.
Neither did the lawyer who wrote the letter from Schuch Hardy &
Bacon. Nor did Brown & Williams. But one cigarette company, R.J.
Reynolds, provided court papers that acknowledged that the Special
Projects fund exists primarily to generate research that tobacco

companies can then use to defend themselves in court. Sterling
says he had no 1dea that his research was being supported from a
fund that was run by lawyers instead of scientists.

DR. STERLING: I know of no dark conspiracy

that went on

behind wy back. there may have been.

For all I know,

HARRIS: Sterling says if the tobacco industry wants to use
his results,. he sees no problem with that. They’ve been reviewed

by other scientists before being published, so they conform to the
standards of science.

DR. STERLING: 1It’s just absolutely complete horse manure to
say that the support by any funding agencies will buy you a
particular piece of belief from the public.

HARRIS: But tobacco companies don’t always have to convince
the public. Just a few jurors. And Sterling acknowledges that he
has prepared written testimony in a lawsuit on behalf of a tobacco
company. The company won.

The success of the tobacco industry’s legal strategy is
renown. To date, tobacco companies haven’t paid a penny to a
smoker who died of cancer or heart disease. Kenneth Warner at the
University of Michigan says the public relations,success of this
research has been much more subtle.

WARNER: The typical response to these kinds of concerns is
that everybody knows that smoking is bad for you. So the
subterfuge does nothing for the industry. The fact 1is that
virtually all Americans recognize that smoking is hazardous to
health, but they grossly underestimate its health implications, and
in particular, smokers underestimate the implications to them
personally.

HARRIS: For example, Warner cites a 1986 survey. Medical
experts ranked swmoking far and away the worst thing for health
while 1000 average citizens ranked it tenth on . a list of 24
factors.

WARNER : So the public has a very distorted view of the
relative importance of cigarettes. They see cigarettes as simply
one more toxin in an environmental stew of chemicals that we’re all
exposed to in the environment when, in fact, it is a unique toxin.
It is the cause of more death than all other products combined.

HARRIS: Warner says the-industry-funded research isn’t the
only reason people have that misconception, but it does help
explain why 50 million Americans continue to smoke today. This is
Richard Harris in Washington.
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In states, tobacco firms may
have met their match

amm X%

The embattied mbacco industry
faces a potential nightmare
as states begin suing to recoup bil-
lians of doliars paid to care for vic-

tdms of smoking-related illne
Mary me the
next state to mount a legal chal
lenge againgt the tobacco industry,
joining Mississippi and Flarida.
West Virginia recently announced
plans o take on the tobacco jndua-

try in court, while aumerous other
. gtates are said to be considering
their own lawsuits, '

“This could be a tremendous
guit if we're able to prove our posi-
tion” Maryland Attorney General
J. Joseph Curran said in an inter-

view with The Washington Times.

He hopes to prove that cigarette
makers are responsible for repay-
ing the state for its costs in treat-
ing sick smokers. Mr. Curran said
he plans to use an &xisting Mary-
land law that allows the state
recover Medicaid expenses from
third parties — such as cigarette
manufacturers.

“We're seriously investigating:
the issue to sae if that theary holds
up,” Mr. Curran said, adding that
the state will decide whether to:
sue by the end of the summer.”

Tobacco companies argue that
states will have the same
of proof as individuals who've
sued the industry for liability and
lost. “It gets down to individual
cases,” said Victor Han, a spokes-,
man for, Phili i eof
the nation's biggest cigarette man-
S et has 1 be b

" 10 be person by per-
son,” which is extremely difficult
to establish, sgreed Victor
Schwartz, a lawyer who special-
izes in litigation strategies with
the D.C. law firm Crowell &
Moring. :

While the tobacco industry has
never paid a cent in a court judg-
ment or settiement, the pendin
state lawsuits could succee
where individuals and groups
have failed, some observers say.

The legal strategies on the state
lmlmpartemed_on_a}czy rem-
ise: the states, not mdmduufc, are
the plaintiffs. o

In past tobacco liability law-
suits, the indus success{uny
defeated individual plaintiffs’ ar-

gumernts that smoking directy
caused their health problems. But
the new cases, which rely on sta-
tistical evidence to prove that
smoking has cost taxpayers bil-
lions of dollars, could pose a
sharper challenge,

“The critical question is going to
be, are these individual defenses
going to be available {to the to-
baceo industryl?” said Richard A
Daynard, a law professor and
chairman of the Tobacco Products
Liability Project at Northeastern
University in Boston. “I don't think

A mew

it makes any sense m.s;ay.u‘wrw did

Jones smaoke?' " .
Mr. Daynard favers holding to-

bacco companies liable for smak-.

ing-relatad illnesses. ‘

States also can capitalize on
surging anti-tobacco public senti-
ment: The tobasco industry has
taken a pummeling in recent
months at the hands of activists,
the Clinton administration and
members of Congresa.

“There has been a total sea
change in the way people perceive
cigarettes, just in the last six
months,” s&id John F Banzhaf 11T,
a law professor at George Wash-
ington University and executive
director of Action on Smoking and
Health, which supports lawsuits
against the tobacco industry,

“You have everybody from the .

president of the United States to
‘Doonesbury’ calling them liars,”
he said

Tobacco companies have tradi..
tonally argued that smoking is a
matter of choice. But some scient-

fic studies show" smoking is addig.

tive, and Philip Morris was re-

“Cently accused by.g.m.m_nm
Administration Commissioner
“Devid Ressler

er of suppressing its
own studies showing nicodne to be
addictive. Philip Morris denied the
accusatoq.

The tobacceo industry, which de-
clines to discuss individual liabil-
ity cases, must also grapple with
widaly publicized media stories
citing industry research suggest.

ing tha ew
_deadesd:go that smoking is harm-
ful but did not make the informa-

~ tion public.

Tobacco' companies maintain
there is no proof that smoking is
bad for people and will likely press
these arguments when the state
cases go (o trial - -

“Assumption of risk — or free-

dom of choice,’ said Mr Han of
Philip Morris, will be a major ele-
ment of the industry's defense.
But some observers think that
the industry will have a much
harder time defending itself with
state attorneys general suing ona

behalf of taxpayers — bucyed by
potentially lucrative payouts,

Tohaces manufscnirersi'are go-
ing to be facing 78 fighs for the
first me (1 el ustery) Norh-
gostatn's Mr Daynard said.
“They'tl paper this thing, but I
think theyv’ye met their mateh”

Of all the statg legal ¢hallenges,
& Florida law passad last mmonth
posss the most semous fhrest ™
the tobaceo industry, legal experts
sx

Thelaw aliows ihg s@e g argus
that it is the innocent victdm of the
tl-health effects of smoking, re-
moving 8 key defense of the m-
baccs industry that simokars know
the risks when they choose ©
amal

Yl

T

ider the law, Florida can rely
on statisical e¢vidence showing
that cucking caused people to get
sick and cost the state §1.2 hillion
in Medicaid payments over the
past five years To calculate its
claim, Florida simply adds up the
number of Maeadicaid patients
treated for dinesses generally as-
sociated with smoking, and sues
tobacco companies for the medical
bils based on their market share

_within the atate.

Florida business leaders op-
posed the law for fear that it cowid
be broadly applied o other prod-
ucts, such as liquor and handguna.
But Florida Gov. Lawton Chlles in-
sists the law is targeted only at
cigarette manufaciurers,

The tobaceo industry hag vowed
w challenge the Fiorida law.

And the industry could benefit
from a backlash against anti-
emoking forces in itvbacco-de
pendent states: In retaliation
against the Ferida law, a North
Carcslina legisiator recently pro-
posed a 4-cant excise tax on citrus
fruit.

“Tobacco states are just about
fad up with all the harassment
they are getting,” said Walker
Merryman, a vice president with

the Tobacco Insttute, the indus-

try's Washington-based lobby

group. “Mississippi grows a lot of .

catfish”
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Chiles stalks -
tobacco w:th
unfalr tactncs

W Philip Gailay ‘,\D

g .. Our governar, it turns out, u passxon-
3 ate abou}t{ soixgghmz othe; t?hant;gkey'{
{ ' hunting. He's gunning for the €Co
- industry, which ‘has replaced .the Tommu-

nists, the Mafia and the South Amesican.

enemy.
Lawton Chiles’ pursmt of wﬂd turkey Ied him to try an

assault weapon of a type since: banned by federallaw. Why,

he even stumbled into & baited field recently. He realized it
- in the nick of time, just before a' game warden care along.

Charges were ﬁ]ed agamst Chﬂes hmmng partnu but not.

the governor.’
The governor says he would never take admtage ofa

turkey in a baited field. I believe him. Chiles is a sportsrhan, .

and there is nothing sporting about blowing away.a ‘gobbler
that walks into a trap. The governor believes'in a fan' ﬁght
at least in his pursuit of quail and wild turkey:

But when it comes to the tobacco’ mdusuy, forget
fairness. It’s the political equmz.!eut of the Baited field — a-
setup. As far as the governor is concerned, anything goes.

That explains how Chiles wds able to gneakk a. tobacco ..

liability bill through the Legislature without debate, without
most lawmakers aven. lmowmg -what they were voting on.
The bill, which Chiles signed into law, would not-only hold'

the tobacco industry Lable for the - Med: id ' costs ‘(he
figures about $1.3-billion) of treating the Hﬁesses of smok-

ers, It would ‘change -the rules of- evidence. to- leave the

tobacco companies defcnse]ess A turkey m a b:uted ﬁeld
would have better odds. .

Chiles is extremely proud of hxs tobacco lmbxhty law
He holds on to it the way a dog grips a bone in'its mouth,
growling at anyone who'who comes near. It is about the last

bargaining chip Chiles wants to-put on the table with state
legislators in his fight’ for health care. In fact, during the .
- ‘,number of Florida seafood restaurants where the specialty

- is lobster.” And everyone knows that lobster is always
served with- melted butter: We also know that: too much
‘butter, meltéd or otherwise; clogs arteries, requiring ex-
. pensive heart bypass surgery for those Jucky enough not to
‘drop dead of 2 heart attack. Maybe the Legislature should
., consider passing a Melted B ngr Liability Act to allow the -

_state to-recover the heal

" unclogging the arteries of people who soak their jobster in

_tubs of meited butter,

recent special session of the Legislature called to consider
Chiles’ health care plan, the governor was willing to cut

deals on nearly everything but his tobacco Liability law.Ta. -
win the vote of - CubanoAmencan lawmaker, Chilea was -

prepared to clear the way for Some 200 Nicaraguan: -and:
Cuban doctors to practice in Flonda ‘even’ though these':.
doctors have not been able to pass the standard examina-
tions required in the United States. Some contn'butlon that
would have Been to health care in Florida.

When 1 seé people like our governor letting their
zealotry override their sense.of fairness, I recall Justice™
Louis Brandeis' 'warning: “The greatest dangers to liberty
lurk in insidious encroachment by men of zeal — well -mean-
ing but without understanding.” ’

‘Most ‘rational people are willing’ to snpulate that '

amokmg is dangcrous to.one’s health, that it conmbutes to

3{;”tobawo products, an end to
prot;ctxon of noo-amokers and ehildren from second-hand
' . amoke

- drug cartels 28" Amcncas No 1 pubhcf g

.‘empire includes the Atlanta Braves

“would legalize heroin and

The Florida Legislature ‘last. year passed a bill to -
- protect smokers from employment discrimination, but Gov.
"Chiles vetoed it, saying such a law was not needed.
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allhndsafxﬂnessesmdtowlydeath,ﬂutxtadda
. tremendously to health care costs, They also would be

‘wiling to support higher - and other
subsidies and

The:eislxtﬂetodebatemthoeeusues. But the
zealotry of anti-smoking forces bas gone beyond such
questions, It'is' now aimed at ocstracizing and

-punishing
: '~amokers, giving them less sympathy than the z2eslots-are
:'ydhngtouteodtohardcore drug addicts. .

As: New York Times columnist .Russell Baker and

‘others have argued recently, the anti-smoking crusade — it

.is'a crusade, make no mistake — is entering a dangerous

phase where some people are prepared to sacnﬁoe civil

liberties to anuff out the last cigarette, ,

Thousands of companies refuse to hire smokers and
fire employees who smoke away from their workplace. My

favorite anti-smoldng zealot is Ted %Eurggr, whose business

News Network. At CNN; 'smokers need not-apply. There is
zeto tolerance for. smokers, even if they light up in the
privacy.of theirhomes. But Turner has an amazing capacity
for forgiving Braves: players ‘who test positive
drug use. Turner’s fanaticism on smokmg was formed long
before he married Jane Fonda, the video fitness queen.
The ‘outgoing presxdent .of the American Medical

- Association made an astonishing statement the other day.

He claimed that cigarettes were just as addictive as heroin.

“This is the kind of talk that infuriates me. These gourdheads
“who suggest that cigarette smoking i is oomparable to using
~hard drugs ought to be flogged. |
Isth;sthcmessagewewanttosendtoourchﬂdren?l '
‘will do everything I can to discourage my son from smoking,

butIhad ratherseebnnpuﬁingonaCamelthzntoﬁndout

that he is smoking crack or saiffing cocaine, It’s not even a

close call. But I know people who, if they had their way,
criminalize cigarettes.

Obvmusly, the governor has bean spending too much time

in the woods, tip-toeing around baited fields. If he doesn't

think it's happening in Flonda., he should ask the Amencan,
Civil Liberties Union. "
Speaking of the governor, ‘he owns a half interest i ina

dollars that are spent on

. As far as I'm conce.med the tabacco mdustxy is fair

game for Chiles. But I don't like sneaky, - underhanded

tactics, whether in stalking turkeys or cigarette companies,

ghajat ch&pen a good cause and offend our democratie,
ues.

‘" Phl/lp Ga/lay is eattor af sdllona/s o! the T'lmos .

ball team and Cable -

or illegal -

poyyL10502
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Tobacco stil

‘ » Martm Dyckman e
.. 'King James I detestsd tobaces
'mthmeloquenccwathyofhn

K Smohng mdhmes,m“acustmn
L | - loathsome: to the eye, ] hateful to the .
nose; harmful 6 the brain, dafigerous
to.the lungs; and in the black, stinking
'ﬁunathereof nearest resembling the homble Stygnn
emoke of thc pit that'is bottomless.” .

. Alot of good that did. Within a decade, tobacco
leaves were both cash . -erop and currency for a
Virginia-settlement named in his honor. Tobacco has
been getting the bette: of govemment reguhtoxs
ever since. ..

Currently even Presxdent Clmton s puny 75-oent-
a-pack increase is pro;xuniag too bg}or Congr;z,_::18 will

ngress agree to re ting tobacco as a as
Foodmznd gruz Commissioner ‘David Kessler has
suggestad? Not a chance. In Cahfomxa. Philip Morris -
has been snookering votars into signing up for & ballot
initiative that appears to. crack down on amoking in
public. In fact, it would prohibit-local governments
from enforcing blanket bans like Los: Angele.s’ new
ardinance against amoking in restaurants and other.
public places. In Florida, tobacco lobbyists have such
clout that when the Legxslature finally was embar-
rassed mto raising the state’s 24-cant tax four years
ago, the increase was held tc 9.9 cents a pack rather

than 10 so that the-lobbyists could claim a symbolic

victory. ‘Nothing gets by them except by stealth,
whlchisthemethodGov L:wtonChﬂausedtopus
2 bill setting up a' $1-billion class action lawsuit ‘to-
recoverMexpensc The courts, whose eyes
will be open when they consader that law wlll more
than likely overturnit. . - - -
Meanwhile, tobacoo has been mgmg an aggres-
- sive advertising -and public. relations -campaign. to.
disparage the Environmental Protection -Agency’s -
‘data on second-hand smoke, to block Kessler's regula-
tory gambit and to defeat any-significant tax increase.
Sympathetic voices in the media have begun to ecbo
the refrain: Since everyone knows the nsks by DOW,
whose buginess is it to meddle? - -
The apalogists have one oompellmg pomt. Grven
the histories of Prohibition (which, by the way, sucs
- ceeded splendidly in reducing alcohol-related disease) -
and of the unending, tragically costly war on’ psycho~

‘tropic drugs, stricter regulation would be-a futle- -

remedy for anything. to which 46-million Americans
happen to be addicted. Too many - nonviclent offenders
are in prison as it is. Besides, ‘taxation and educatian -
(xssummg enough of both) lnve proved eﬁectrve at

overcome what for many is a devastatingly

'up ‘growers’ acreage allotments,
.make their living from tobacco, the firmers born to
that Jand are the only ooes with a-valid claim to public
e han, i IR N oo Sl oy
- other abisco and

. make :
Whatevertherateoftax it stands to reason that
* no one should be exempt; sttcry knows no greatar
xronythznthemarkctsharetomelndmhnbeahave‘
:‘obtamed through the tax-free loophole. Granted, the
nation has a debt to pay, but surely thae must be a

.....

;,gcttmg adults to qu:t smokmg md m belpmg to

children not to start.
‘As for 'the live-and-let-die argument it begs two

,'fundamental quesbom Tobacco amoke is: offensive
r~=-as well ag poisoncus’ — 'to.non-amokers who

- §houldn’t have to breathe it, And the fact — yes, fact

)— that tobacco contributes to the premature deaths
Americans

‘of more. than 400,000 ‘dach year ig a

-tragedy. of immense ‘dimensions that people with
,hearts and cansciences cannot ignore, It is by far the
“largest preventable cause of illness and death. If

tobaceo executives were capable of shame, even t.hey

.would-blosh at their attempts to make comparisons

with butter, beefandoouchpatatocs. Tobacco is the
only legal product w'xth absolutely no redeermng
qualities,
Thebestcaseiotnmngt}wuxmnottomakc
nwneyforthegcmnmentbuttobelpamoken
-addiction and to discourage children from taking up
the habit. The lives to be saved are those of our

"8pouses, parents, friends and children. We should also

begin to think about using tobaceo tax revenues to buy
“Among those who

Iessharmfulmedmmafexc.hmg

Last'week's U.S. SupremeCom-tmlmgendorsmg
rNew Yaork’s method for collecting tax on Indian sales
-to. non-Indians told' Florida nothing it” didn’t already
know. The Seminoles were threatened with loss of-

- the. exempnon some years ago, after they began to

. muscle in 6o bingo, but nothmg cver came of it. They .

"-know howto tobdy, too
‘The Serninole smoke ahops are no d:ﬁerent of
course. than the tmhtary PXs and commissaries in

"Flonda that sell some 43-million tax-free packs a
-year, Tubrcaksformilnarysmokas are an anachro-

~nism -dating to-World War II,: when soldiers were
- poarly paid and ‘the health ha.m.rds of tobacco re-

-mained to be proved. Now, with taxes higher, you can
betalotofthosepacharebe boo i
-non.military frieads and 8 bootlegaed f°7,

W'LIItbcLegxshmrestopn? Whenpigsﬂy N
-mmDywmnuamd:thmes .
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Can Regulating Tobacco Get

Smokers t¢ Kick the Habit?

g Haaiths FDA officialy
cigarctic nicotine lovels's

By MARLENECIMONS (LS
Timis STAFF WRIT?S

WASHINGTON «lnaging a 0.
ciety o which ¢igersilsd &r3 &G
tssteicss and upappeciing thal
UTORCHS can wxaily gquil and feen.
sgare may Lry them Sul wiil never

" get hooked,

Unrealisle! Perhaps.

Nevertheisss, such & Renari—
or a version of it—ix looming in the
nation's not. Loo-distent future.

In recont menths, anit-gmaking
forces (n the federal government—
particularly the ¥ood and Drug
Adminisiration, key members of
Congress ard the Whis Houmte—
guietly have been bullding 3 cass
for the pogulaton of cigarciics.
SDA officlads Deilcve ihay alrcady
havye the autharity undar ihe agoen-
ty's drug itatutces Lo regulate ciga-
roltaz a3 drugs—or mare precisaly,
21 drug delivery systems—bociuse
af the addiclive nature of nicotine,

Ulilmately, the goal would bo o
help the nearly 50 million Amoari.
cans 2lrcady addicied (0 elgarctics
kick their habit and o keep yeung
peopic who experiment with to-
boceo from getling permanently
hooked '

“he first premise would have 1o
be to Uy o nol mske (hings wo

tough on smokers,” sald Dr. Neal -

Beanowliz, & professor of medicine
at UC San Francisco who has
studied the eficets of nicotine on
humans. “IL ghouldn't be 8 punive
pollcy bgt_ane aimed at prolecting
minars, There ig going (0 be some
discornfort for smokers, bul iU's
worth it il 1t protects the next
generatisn from getting addicted.”

Tz ba mur, oxperis insist that
any war againdt wbacco mue o a
multdepronged approach-—inelud.
ing the strict enforcement of exist.
ing laws against salcs to minors
and restrictions against smeking in
public places, in sddition to chang-
ing labeling snd curbing adverdis-
ing practices, particularly those
aimcd at the nation’s youth,

Bul the mast dramatic—~and in-
triguing —proposal so far is the {dea
of & foread chango in the product
itzclf a carefully imed lowering —
over the course of a decade of
so—of the allowable levels of nico-
tine In clgareties to cnable smokers
Lo wean themselves gradually from
thedr addiclon

believe gradualiy lowering
niy help users end sddiction.

The concepl ralscen somis thorny
questions: Wil amokera consuma
more cigercites (o compensato for
the deercase in nicotina? Wikl the
cigaseiie indusiry find same other
way-perhapt by adding come new
subsiancy 1o Sigurctics~ W main-
tain the domang? Will the changea
turn jaw-ahiding Americans ipW
tobacce bootleggers, sice full-
strength cigarettes almost certain-
{y will atill b¢ availuble auteide this
ceuntry?

r will there come & time when

Americans will Jook Back with
incredutity on 2 20th.Century sc-
clety in which cigarsiles were
frealy avuilable and sowoked by
miltlions?

“You rever know for sure, be-
€2usa {i'g never been done before,”
Benowits aald, “Butl ! believe it can
be successfuld, if 1t's resl slow.”

The FDA {8 in & “fact-finding
mode,’” said Comraisgioner Davi
A, Kessler, who {2 scheuicd o
give congredsional testmony on
the subket Tuesday. 'he ageney iR
investigating both “ihe physinlog.
cal aspocts of nicoine and tha
cxtenl to which manufacturers
contral or manmpulate the nicntine
content {n cigareties,"” he said,

Industry officials repeatediy
have denied that they deilberately
intrease nicotine leveis in thcir
products, However, they have ae-
kiowledged that nicotine concen-
trutiong ean be adjusted thraugh
Liending different tobaccos, and

that their companics engago in this

If nicotine s addictive, as a
growing body of selentific evidence

indicates, then it could be clasyificd
ana d under FDA statules—
which define a drug as “an artlele,
except for food, intended w affect
the atructure and funetion of the
body”—and it would be subdect to
azeney regulation. The agency al-
ready regulates nleoure in sl gle-
ctire-contdining products ezcept
cigarciiea. Keaaler pefused Lo diss
cuss the FDA’s regulatory opuons
at this time but zaid a reatlstie
approach must “involvo reducing
demand” for eigarcties, An all-oul
ban would never work, he cun.
teiids, because “promibition would
only resull in 3 black merkoet”

co.
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A foriner FDA afficial invelved
in the cariiest dissusdong of ciga.
mtie regulatian there prodicts that
one of \we lings will cecur.

“The clgarette companics will
iry o cutl & deal Iin wiieh they
fowvrr thele aicoiine content and
open up heir plants, and we will
scC mossive pestruciuring of how
sigereitos are 20id iA UYS country,”
he saya “0r the clgarttis compa-
nics will have o flock of lnwyers
try W block the FHA &l cvery turn,
and i will o alt the way up io the
Supreme Court 1o decide whether
FD,;& hag furisciclion over wbac-

ile addm “The ager<y is tome
mdtted 1o this course how, which it
hae never been comrnitied W be-
for, The companies have vastly
undercetimated this, which hag

© been & big mistake on thelr part.”
Y

fhe FDA hag been supported jn
its efforts by President Ciinton and
key membars of Congress who
regard themselves a¢ foes of tobac-
20 «inciuding Rep. Henry A, Wax-
man (D-1.08 Angelcas, cnairman of
b —

the House Energy and Co;ﬁmercr:_

subcommitice on health, who is
gi%o pushing for legislative restric.

tiong against smoking it publie

placas. Tt ig hig committee that will
hear Keagler's teatimony on Tues-
day.

‘I'he agency also hax the support
of Repa Richard J. Durbin (D-I11.),
Mike Synar (D-Okla) and Ron
Wyden (D-Ore.), all of whom are
secking measures to strengihen
the FDA's authority to regulate
tobacco,

‘ x J alker Mcrryman, vice presi.

dent of the pro-mdustey To-
bacco Institute, calls litigation to
block the FDA “g very strong
poasibitity'™ and @y he anticipates
s long battle.

“If tho FDA wants to push it
we're not going to give in,/ he says,
adding: “You can't hive a federal
agancy.designing g cigarcile, That
ig a c¢oncept that boggles the
mind."

e and sther fndustry officials
muintain ihat cigaretica are not
addictive and thal "“mast of the kida
whe cxperimont with cigureiles

, don't end up being smokars,”

{Cont)
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Neveriheless, Dr, Ja¢k Hene
ningflcld, chiel of the ¢linical phar-
maculogy research brunch of the
National Instlitute on Ixrug Abusre,
pointa eut (hat most adult smokers
began amoking o aeh-agers lle
alao usies that approxdmately une-
third or more of amckuers try to quit
every year and “only ubout 7%

make it

Morcover, he added, the 40 mil-
Hon Americons who have success:
fully atopped smoking represent
“only 25% per yeat sinee 1004,
which i3 really a Iuw rate of
spontancaus recovery,”

Addictlion experts say the only
legical stratcgy that would help
current gmokers quit and protect
future smokers from addiction I8 to
reduce the dependence on nicotine
by lesscning or eliminating it in
¢igareilca.

Cigarcites now on the markel
have five to six times the nicotine
levelas necesrary o crcale and
gustain an addiction, exparts gay.

ne amount of nicutine in cigo-
rettea has remained virtuully
the same for more than 30 years,
sceurding Lo Henningfield, In 1852,
the pereentage of nicotine in ¢iga-
reifes way about 1.5% to 18%.
Currently, the gange is 1.5% (o
2.5%, he says. Kach cigarclle, re-
gardiere of whether it is w “light”
or regulir version, eantains from 7
to 3 milligrams of nicotine, he says.
The average smaker takes in a
milligram ~r more of nicotine per
cigarette, for a tolal of approxi-
mately 25 milligrams a day, ac-
cording to Henningfield.
A smoker beging o suffor with-
dravzal when the accustomed level
of nicstine drops below half, he

says, For example, if a smoker is’

used to getting 40 milligrams of
nicotine & day, he or sha will begin
10 expericnce withdrawal when the
fcvel reaches 20 milligrams oc less,
he says,

Culting nicotine levels by a
small percentage over & long peri-
od of time “will givé gmokers the
opporlunity ta jcarn Lo muxlify
their tuste and learn o smoke
cigaralies with less nicoting, -
nowits fays. “People may find
cigarctics not sutislying anymore,
ind will fust stop.”

-26-

But some crities of this adoreach

argue that smokeara will only com.

penrate by f§moking moee cigu- .

rotios,

“When we made Lght cigsretics,
gmokers fust smoked mere of
them,” skys . Robert DuPony
{he first diveclor of the Nalionsi

Plzass 508 TOBACTO, A17

-

Jstiwsie o0 Drug AT wnc now
(JMeads Uie Inxiitute for Sehavid
& Health, 2 nonprefit ?eses:ch
orgunizatian “Smokers wil smaka
-wnatever it aked to gel to U
biood nicotne levels #.hey fnoed.
The people wha tcll you that you
edn aolve i this way are wrong. it
won't work.”

Any Iclinstdon by smokers w
compensaic for lower nicatine lev-
els by smoking woie cigarciles
could Indecd prove eoubicscine.
Ajthough the addiction W ciga.
getleg stoma oM nicotins, the
haalth daagers come Tom inhaling
the amow e produced by burning i¢
odacoo,

“The tobaces lasf i3 extremdiy
toxic when burned,” Henningﬁe}d
mys. “You can clean up tha nalursl
product a little bit, bul you sl
have 3 highly toxie product It's
like the difference belween falling
out of & 1G-atory building instosd of
& 12-story quldm“‘

“The only way you get a hugs
gain, U you ncad o keep some
people on mcoUne. 8 by taking
away the tobacso,” he adds. “Using
rdeotine in 2 non-tobacco product
t infinitely safer than emeking a
cigarstte. Also, smoking brings out
the worst in nicotine by giving you
high, spiking doses that go direelly
to the'lcft gide of the heart, into the

brain, and. if you're pregnant,
“the fetug.” ‘

Expcru acknowledge that therc
uid be a short-term compen-

salory Incrcase {n gmoking, or that .

mnokers could puff their clgaretics
more (ntengivaly. *Butl whether it
will persist in the long term s
unclear,” Benowils says, ‘“There is
pome evidence that people will be
amoking the sxme number of ciga-
reites that they smoked before, of

wiil adiugi w0 the lower [cvels of .

nicotine., That's wby gradual
woaning i imperative.”
- The FDA {s studying the¢ limits
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without stimulating & bisck mar-
ket Currently, there are resirice
tons on numerous substanceg—al-
cohal and prescriplion druge, for
exampie~which have not resulted
in the development of a bisck
market Agsney officials already
havs rejected the idoe of & ban for
that reason,
S4T 1 you suddenly cmt yieks
A ihen the lack market Lk“‘ .
hood wauld be greaal” Bonowil
tays “But J '3 pretty sow—t
Gacads arnd 2 Baif—and ¢ you go

down Uy 1% a3 year, that gives -

people ims, And they would never
notkee 4 much, Also, & blaek mars
zet wouid not be necestary for kids
becauss they zra Dol smoking la
the bc-gm:mg for nicoline, Wi
more fop geial renscng. (Now] they
learn o grooko foe nicoling over
time”

Thus, & gradual tepering over
years would give edsling #mokers
enolgn Ume W agiust, and nicotine
in c¢lgarettes eventually would
reach @ jevel where iU would be
difficult to inilate addiction, par-
ticularly mmong firet-Ume tmok-
m,cxpembcbeve.

A Wt of Xids expa-imem with

- c..gareiu:s, but the difference fwith

R low of no nicotine cigarelic]
would be that four or Hve years
down the road, if they decided not
L0 be a rensgade, thay could stop,”
Honningfiold saye. “They would be
ableto do it.”

Kessicr, the father of two young
children, calls this one of hiz major
motivations=to keep today’s
youngsters from becoming temer.
row’s gmokers,

“It we can prevent the wvast
majority of Leen-agers who srooke
a fcw cigarciics from becoming
addicted for life, then it will be an
encrmoug pudblic health achicve-
ment,” he says.
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ments snow, nea culcerils seemeda o have
been replaced by product concerns. Rather
than seeking to eliminate the hazards of
smoking, the goal now was more modest,
“Our aim should be to provide smoking
pleasure accompanied by a risk no greater
than that with comparable habits,"” like alco-

Grim Findings on Tobacco
And a Decade of Frustration

{Front PEBPE’
By PHILIP J. HILTS

Embattled Tobacco hol, the company’s summary of the meeting
Special to The New York Times One Maker’s St 1 sald. "It is felt that the main objective of the
WASHINGTON, June 17 — By the ne Maxer's struggie résearch department should be ‘to design

end of the 1970's, after the Brown &  Last of three articles. cigarettes preferred by smokers.’ "

Williamson Tobacco Corporation had
gone through a decade of negative
research results and inconclusive at-
tempts to develop a safer cigarette, a
senior lawyer for the company rec-
ommended that much of its medical
research be declared ‘‘deadwood”
and shipped to its affiliate in England.
“No notes, memos or lists’’ of the
material should be made, the lawyer
wrote.

Among the documents to be re-
moved were the results of Project
Janus, a series of more than 40 sepa-
rate experiments on the biological
effects of cigarette smoke, which had
succeeded in isolating some of the
hazardous components of smoke.

Thus ended a decade of frustration
for the company, marked by increas-
ingly negative health news from its
own research laboratories, aban-
doned attempts to develop a safe cig-
arette and a growing numbér of law-
suits against the company.

In repeated calls this week, the
company was asked to comment on
the information in this series of arti-
cles, which are based on more than
4,000 pages of documents from the

company’s archives. The company
responded today,

Tom Fitzgerald, the company’s
spokesman in Louisviile, Ky., said:
“The Times's stories verify to us that
there 1s nothing new in the debate
that The Times is writing about.

“There was a worldwide debate
going on 30 years ago about smoking,
just as there is a debate going on
today. The Times's stories emphasize
there was also an internal debate on
research on smoking and health with-
in the company.

“Why should that surprise anyone?

. It's important to note that this was a
debate, and points of view were ex-
pressed; no consensus was reached
nor conclusion drawn that transiate
into policy or practice.

“We feel that The Times’s stories
undermine our critics’ position that
the industry has not been focused on
research. The tobacco industry was
and is just as interested in research
on smoking and health as those out-
side the industry. Our position contin-

ues to be that there are health risks statisti-
cally associated with smoking, but that there
is no conclusive evidence of a causal link
between tobacco use and disease. When these
issues are played out in the courts before
juries, where our rights have been protected
and respected, when we have been given a
fair hearing, common sense has prevailed.”
- The decade of the 1970’s saw increasing
public anger at the tobacco companies, which
was expressing itself in the passage of new
restrictive laws. Beginning in 1970, cigarette
packages were required to carry the label,
“Warning: The Surgeon General has deter-
mined that cigarette smoking is dangerous to
your health.”

Smoking advertisements on television and
radio were banned by 1971. The same year,
the Surgeon General proposed a ban on
smoking in all public buildings. And the Fed-
eral Communications Commission declared

an official end to the ‘“‘debate’” about the ill-

effects of smoking, saying that the fairness
doetrine would no longer apply to tobacco,
and that the companies could not ask for
equal time to counter negative comments on
television about smoking.

Cigarette smoke’s potential hazards,
which in the early years the tobacco compa-
ny scientists had hoped would be few and
easily filtered out, continued to multiply.
Reports in the company’s internal chronol-
ogy of research referred not only to the
chemicals they had long known were in to-
bacco but also to pesticides and other chemi-
cals used to treat tobacco plants.

And where once researchers thought they
could isolate and eliminate the cancer-caus-
ing substances in tobacco smoke, they were
now beginning to realize that an entire shelf
of carcinogenic chemicals could be found
there. Today it is known that there are at
least 43 different substances in cigarette
smoke that can cause cancer.

Product Redesign
Becomes the Answer

Tests started by the company in the 1960’s
began to produce a record of consistent re-
sults in the 1970’s. They showed that ciga-
rette smoke could not only produce tumors
on animal skin but cause other serious health
problems as well. One report cited ‘‘a grow-
ing interest in the area of non-cancer dis-
eases, e.g. emphysema, bronchitis and the
cdrdiovascular diseases.”

-“‘Attention should be directed to carbon
monoxide,” it said. .

/At a research conference in 1972, docu-

B L S P s

In 1974, H. L. Brooks, advertising manager
for Brown & Williamson, suggested to the
‘€ompany’s research director that ‘“‘defensive
.research’” be set up to combat scientific
-reports that linked smoking to ill health.

About the same time, Brown & William-
son’s British affiliate, the British-American

obacco Company (Batco), test-marketed a
cigarette, Planet, that was made with a to-
bacco substitute. It was called ‘‘Courtauld’s
Smoking Material"” and had about half the
tar of a regular cigarette but about 60 per-
cent more carbon monoxide.

The British Department of Health and So-
cial Services ‘‘condemned’’ the new cigarette
because the company had given the govern-

-ment no information about it or its contents.
- The research news continued to be bad for
the tobacco industry. A Batco review of the

. scientific literature on the effects of smoke

on cells in tissue cultures found *‘permanent,

"non-reversible and hereditary changes in

morphology and cell functions which may be
invoked by cigarette smoke and its carcino-
genic components,”’

Studies of the effect of changing the ratio
between total particles, mostly tar, in smoke
and nicotine in smoke showed that ‘‘de-
creases of 30 percent nicotine produce only a
small compensation in smoking,” which
smokers make up for ““in the form of longer
puff retention times,’” the Batco review said.

In a study of low-tar brands, researchers
found that a smoker ‘“adjusts his smoking
habits when smoking cigarettes with low
nicotine and TPM to duplicate his normal
cigarette nicotine intake.”

Looking for Safety,
Finding Danger

At a research conference in Florida in
1974, researchers reviewed four materials
that were leading candidates for safer tobac-
co. The company also investigated a pro-
cessed tobacco product called Batflake,
which showed promise in reducing the ef-
fects shown by ordinary inhaled smoke. It is
not clear from the documents what happened
to the four possible safer materials or to
Batflake.

But a company report on Batflake dis-

closed some of the harmful effects of smoke, *

Among them were changes that might pre-
cede the appearance of cancer, including,
‘‘squamous metaplasia in the larynx, hyper-
plasia and keratinisation in the larynx, goblet
cell hyperplasia irr the bronchii, goblet cell

QM
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Top executives of American tobacco companies were sworn in before testifying in
April before the House Subcommittee on Health and the Environment. They are,
from left, Donald S. Johnston of American Tobacco, Thomas Sandefur Jr. of Brown & ], Campbell of Phillip Morris.

hyperplasia in the nasal cavity, and in-
creased macrophage activity in the lung.”

Dr. John Laszlo, the vice president of re-
search for the American Cancer Society, said
today that hyperplasia is often a precuser of
cancer and is a ‘“‘common signal that cells
are being massively injured in animal tests.”

Among the papers are lists of company
research projects, with brief legal com-
ments:

GProject RD1091-R: The legal department
commented: ‘‘Qualitative effect of cell trans-
formation by cigarette smoke condensate is
established. Contains concession and confir-
mation of causation.”

GProject FE-40, 1967: ‘‘Reviews the biolog-
ical activity of smoke condensate from St.
Pauli cig. Document contains confirmation of
causation.”

dProject T, December 1969: “This deals
with interviews with female starters con-
cerning their attitudes, behavior, feelings,
and views on smoking.”

gdProject RPT-146, March 1975: Using a
smoking machine ‘‘to investigate changes in
smoking behavior.” The report added, ‘“This
discusses compensation to maintain desired
nicotine levels.” .

gMarketing studies, May 1975: ‘‘Ted Bates
doc. — highly sensitive re mentality of smok-
ers: introducing starters thru ‘illicit pleas-
ure’ theme.”

The next document in the series noted,
“‘Controversial Ted Bates advertising target-
ing young smokers, never used, but still
dangerous.”

Sowing Doubts
About the Facts

Among the documents are minutes of a

meeting held just before tobacco advertising .

was banned from radio and television in 1871,
The company had designed a response to its
antismoking opponents, code-named Project

Truth. John V. Blalock, director of public
relations, and C. S. Muije, director of market-
ing research, gave the presentation. The text
of the presentation included these state-
ments: ‘

“Doubt is our product, since it is the best
means of competing with the ‘body of fact’
that exists in the mind of the general public.
With the general public, the consensus is that
cigarettes are in some way harmful to the
health,

“If we are successful in establishing a
controversy at the public level, then there is
an opportunity to put across the real facts
about smoking and health. Doubt is also the
limit of our ‘product.’ Unfortunately, we can-
not take a position directly opposing the anti-
cigarette forces and say that cigarettes are a
contributor to good heaith. No information
that we have supports such a claim.”

The project listed objectives, among them:

“‘Objective No. 1: To set aside in the minds
of millions the false conviction that cigarette
smoking causes lung cancer and other dis-
eases; a conviction based on fanatical as-
sumptions, fallacious rumors, unsupported
claims and the unscientific statements and
conjectures of publicity-seeking opportun-
ists.

“‘Objective No. 2: To lift the cigarette from
the cancer identification as quickly as possi-
ble and restore it to its proper place of
dignity and acceptance in the minds of men
and women in the marketplace of American
free enterprise.

“‘Objective No. 3: To expose the incredible,
unprecedented and nefarious attack against
the cigarette, constituting the greatest libel
and slander ever perpetrated against any
product in the history of free enterprise; a
criminal libel of such major proportions and
implications that one wonders how such a
crusade of calumny can be reconciled under
trée Constitution can be so flouted and violat-
ed, .

“‘Objective No. 6: To establish — once and
for all — that no scientific evidence has ever
been produced, presented or submitted to
prove conclusively that cigarette smoking
causes cancer.”

Williamson, Edward A. Horngan of Liggett, Andrew H. Tisch nf Lonliar
Taddeo of United States Tobacco. James W. Johnston of R. | Revnolds and Willam
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No scientific evidence would be coming
from the company, at least. The British to-
bacco industry’s laboratory at Harrogate,
England, which produced many of the re-
ports confirming the hazards of cigarettes,
was closed in 1974.

Scientists Give Way
To Lawyers

By the mid-1980's, the documents show, the
emphasis appeared to have shifted from bio-
logical testing and research to a legal depart-
ment concern about what would happen if the
years of studies on biological hazards of
cigarettes were to become available to plain-
tiffs in court cases.

By 1985 the lawsuits were piling up fast,
and the lawyers had become discouraged
about keeping sensitive documents secret.

On Jan. 17, 1985, a senior lawyer for Brown
& Williamson, J. Kendrick Wells, wrote a
note about how to deal with the sensitive
biological documents: *I have marked with
an X documents which I suggested were
deadwood in the behavioral and biological
studies area. I said that the B series are
Janus series studies and should also be con-
sidered deadwood.”

He suggested that the research, develop-
ment and engineering department ‘‘shouid
undertake to remove the deadwood from its
files.”

“I said the articles I had suggested were a
first pass at removing the deadwood and that
R.D. and E. should do additional work to
identify and remove deadwood on other sub-
jects,” the note said.

The deadwood was to be put in boxes and
sent to England. The note said, I suggested
that Earl tell his people that this was part of
an effort to remove deadwood from the files
and that neither he nor anyone else in the
department should make any notes, memos
or lists.”

Asked today if that material had in fact
been sent to England, Mr. Fitzgerald, the
Brown & Williamson spokesman, declined to

comment.
Torty)
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ZTop Scientists
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For Companies
Saw the Perils

The two chiefs of research in the British
and American companies, Dr. Robert B.

~-Griffith of Brownr and Williamson and Dr.

[EFU N R A W

V-

S. J. Green of British-American Tobacco,
" or Batco, who appear frequently in the
...documents, have been the subject of news
reports because, contrary to company pol-
icy, both said after retirement that they
‘had no doubt that cigarettes caused can-
cer and other diseases.

An article in The Louisville Courier
Journal on June 1, 1994, noted that Dr.
Griffith left Brown & Williamson in 1969
“*because he wanted to focus on research
and move forward with his ideas for de-
veloping a safe cigarette.”

— The article said, “Even before he be-
came a key researcher at Brown & Wil-
liamson Tobacco Corporation, Robert B,
‘Griffith believed nearly 40 years ago that
smoking cigarettes could cause lung can-
cer and heart disease.”’

The research papers, beginning in 1955
before he was hired by Brown & William-
son, until 1969, have never been published.
Dr. Griffith died of colon cancer at the age
72 in 1991.

Dr. Griffith was a smoker who tried but
was unable to quit the habit, ““Those who
knew him say Griffith never gave up his
goal of making a safe cigarette and con-
tinued his research in that area until he
retired” from the University of Kentucky
staff in 1988.

The BBC program Panorama inter-
viewed the widow of Dr. Green last year,
and reported that Dr. Green ‘“became
increasingly disillusioned as he fought to
publicize many of their findings.”

The program reported on a memoran-

The Louisville Courier Journal

Dr. Robert B. Griffith, who was a researcher for Brown & ‘Williamson, in 1960.

dum Dr. Green had written to himself,
saying, “‘The position of the tobacco com-
panies is dominated by legal considera-
tions. It has retreated behind impossible,
perhaps ridiculous, demands for what in
P.R. terms is called scientific proof —
usually the first reaction of the guilty.”

Dr. Green resigned in 1980 and went
public with his concerns about smoking
and heaith, the BBC program said, and
quoted his widow, Olwyn Green, as saying
that the fights between her husband and
the Batco board became increasingly bit-
ier. :
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A Chronoﬁlogy"n:
Of Concern |
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1952Work by Dr. Richard Dol fin
that lung cancer is far more common in
those who smoke than in those who do
not, and that the risk of getting lung
cancer is directly proportional to the
number of cigarettes smoked.

1953Dr. Ernst Wynder of “Memarial-’
Sloan-Kettering Cancer Center publish-
es an articie showing that condensate,

o FBA,

that cigarettes are more hazaraous than
previously suspected, and estimates
that cigarettes would kill 346,000 people
in the United States in 1979.

1980The National Cancer Institute an-
nounces that it will no longer help the

“ztabacco industry to make a safer ciga-

rette, but will instead concentrate on the
prevention of smoking. The General Ac-
- counting Office of Congress calls smok-
ing a major source of indoor air pollu-
tion and a potential cause of lung cancer.

1981The Reagan Administration moves

“to ‘cut the budget of the Health and

Human Services anti-smoking pro-
grams; it also plans to block further

made from cigarette smoke, painted:...- - cigarette taxes.

onto the backs of mice, causes malig-
nant tumors. The presidents of the top
six tobacco companies meet at the Plaza
Hotel in New York to determine what to
do about the new reports on smoking
hazards. They decide to begin a public
relations campaign to cast doubt on the
scientific findings while doing their own
research to gauge the risks and how to
combat them..

1957In July, the United States Surgeon
General's first official warning says that

CHICAGO TRIBUNE

Tobacco

1988The Surgeon General 1ssues a re-
port declaring that cigarette smoking is
addictive by the same scientific stand-
ards that apply to illicit drugs.

1994In February, the Commissioner of
the Food and Drug Administration. Da-
vid Kessler, declares that the agency is
willing for the first time (0 reguiate
cigarettes as drugs. In April, Represent-
ative Henry A. Waxman, Democrat of
California, chairman of a House Sub-
committee on Health and the Environ-
ment, questions the top executives of the
seven major American tobacco compa-
nies, and each states that nicotine Is not

addictive and that cigarettes may not
cause cancer,

JUN 2 0 1994

America is backing slected rep-
resentaflves who come out
against tobacco. Even
DMehonsld's restairants have de-
clared cigareties cf-Umits

Sipce March, when Fged &
Grug Admsniatration ehief
David & Ksssier westdied before

statistics indicate excessive cigarette ¥ it - e ot
smoking may cause lung cancer. 5‘% ol Ry rh-at a congressionai supcommitiee
i E.LG ;zii £5 g apout the tobacco comparnies

~ { Ny abiliiy fo manipuiate nicotine

1964Surgeon General Luther Terry’s
Advisory Committee on Smoking and
Health says smoking does cause lung
cancer, is an important cause of chronic
bronchitis, may contribute to other dis-
eases and is “‘a health hazard of suffi-
cient importance in the U.S. to warrant
appropriate remedial action.”

1966Cigarette packages and advertis-
ing are required to carry the message,
“Caution: Cigarette smoking may be
hazardous to your health.”

1970More strongly worded label for
cigarette package goes into effect:
“Warning: The Surgeon General has
determined that cigarette smoking is
dangerous to your health.” .

1971Cigarette advertising is banned
from radio and television. The Federal
Communications Commission states
that the fairness doctrine will no longer
apply to tobacco after the ban, so that
tobacco companies may not seek equal
broadcast time if cigarettes are criti-
cized on health grounds, because there is
no longer a controversy aver the issue of
smoking and health, '

1972The Supreme Court 'upholds the
ban on tobacco advertising on radio and
television. '

1973The Civil Aeronautics Board or-
ders the separation of smokers and non-
smokers in airplane cabins. An advertis-
ing ban on little cigars goes into effect.

1979The Surgeon General releases an-

other smoking report, this one saying

Rany ?ﬂiiﬁ;.i’a;‘;
CIAL TO THE TRIBUNE

R J. Revynolds Tobacce Co. nar
rowly won iis sKirmish wiln the
Federal Trade Commission over

Droposed restrictions
7/
}

By
Spe

its controversial lJae Camel

advertising character, but the
Ligareds narketer knows it has
much fougher battes ahead.

For a month now, RJR, e

country’s second-biggest seiler:

of cigareftes, has been runmng
fuil-page, issue-oriented ads in
naticnaily distribuied news.
papers in an attempt to counter
the tidal wave of negative medis
coverage nundating fhe iohalls
fndustry.

And the newspaper campelion
will be supplemented with a 26
city iowr by RJR officials who
want to meet with editoriai
boards, science writers and
business reporters to tell their
side of the_smoking story, said a
spokeswoman for the Winston.
Salem, N.C.-based company.

Since 1971, when tobacco ad-
vertising was banned from tele-

vision and radio, the 11.S. tobac-
Lo industrv has fought of

attempts to regulate its products
and the way they are advertised
and promoted. But more recent-
{y anti-tobacco forces have been
steadily gaining sophistication
and_puwer. _And mainstream

levels {n cigarettes, the hattle
has intensifled.

In Aprid the fobaccu compa-
nies released the leng-secrot list
of ingredients, wcluging chemi-
318, that are added 1o cigarettes,
and the induswry’'s top execu-
tives testified befere Congress,
answering guestions about their
products and business practices,

“The clunate in regard to to-
baccn nhas Lecome a lot more
hot,” said Daniel Jaffe, execuiive
vice president at the Assoriation
of National Advertisers in
Washington, an ad industzy lob-
bying group. “There are an b
cradible number of proposals
facing the tobacco industry.
Every week there 1s & conten-
tious fight, and advertising
issuel are a part of that fight”

Now floating in the House and
Senate are legislative proposals
that inelude sliminating up to 80
percent of the rax deduchbdlity
{01 tobacea advertising, anouier
that would restrict the content
of all cignrette ads and ban
promotions and spoits sponsor-
ships. and a bill co-sponsored by
Reps. Richard J. Durbim (D-IIL)
and Mike Synar (D-Okiz.) that
seeks (o put tobacco under the
regulatary power of the Food
and Drug Administration.

“All this 18 going on at once
on top of proposed excise taxes

SEE Tonacco, PAGE 4
Cormitd)
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and legislation abou! where you
can smoke,” Jafle said,

Cigarette adverlising spending
has declined dramatically the last
several years, even without regu.

tion. In 1989 the industry spent
3536.8 million on cigarette ads,
compared with $329 million last
year, according to Competitive
Media Reporting, & New York
#Armn that measures ad ‘spending.

Much of the decline last year

came as a result of price cuts in-
stituted by Philip Morris and
mziched by the comppetition as the
industry siruggled io mainisin
saies in a shrinking market.

Rut all is not dark for the tcbac-
¢o indusiry on the regulatory
front. RJR won a viciery this
month when the Federal Trade
Commission, by a vole of 32, de
¢ided not o take acuon against iis
cartoon character Joe Lamel,
which has appeared in US. adver-
tizsing for the Camel brand since
1987, ,; S

A petition fled against ths Joe
Camel campaign by the Cealition
on Smoking or Health had asked
the FTC to prosecute the cam-
paign as an unfair advertising
practice because the anti-smoking
group contended the character
was designed o appeal to children
ang attract them as smokers.

The FTC statement said that “ai-
though it may seem intuitive to
some that the Joe Camel advertis-
ing campaign would lead more
children to smoke, or iead chil-
dren to smoke more, the evidence
to support that intuition is not
there.”

Despite the ruling, the ad indus-
try publication Advertising Age,
in an editorial last week, urged
RJR to drop the ad campaign be-
cause it has been used as “a club”
in the hands of opponents of to.
bacco advertising ‘“to bang away
at public tolerance ... with
charges that Joe is designed to at-
tract the atiention of young kids.”

RJR used Joe Camel to create
an up-to-date image for an aging
brand. In the same way, the com-
pany i8 using its issue-oriented
advertising to create an image of

accessibility and—the new indus.-

try buzzword—"accommodation”
among the public.

“We're hoping to use the ads as
a catalyst to open the debate on a
bunch of issues concerning ciga-
rette smoking,” said company

-31-

spoKeswoman Maura Ellis. The
issues include secondhand smoke
(where the tobacco company finds
fault with Znvironmental Protec
tion Agency statistics), niagtine
{company Chairman James W,
Johnsten proclaints in the
headliine that RJR does not
“gpike"” ¢igareties withh nicotine).
and smokers' rights,

Conswmers can call a toli-free
number for more information on
the RJR point of view on these
issues,

‘Philip Morris Inc. the leading
lobacco markeler, also iried the

informational 2d approach this
year, presenting its side of the cig-
arette-ingredients issue and of-
fering copies of the congressional
testimony of its tobacco division
president, William Campbell, to
interested consumers.

But Philip Morris also is han-
dling the smockers' rights guestion
in an unusual way—in magazine
ads for its Benson & Hedges
brand.

The company version of this
strategy is thar it's the '90s twist
on the old Benson & Hedges
tongue-in-cheek ads that portray
the funny situations befalling
smokers of the 100 mum-long ciga
rette. “In the '80s, we're talking
about the disadvantages of enjoy:
ing a cigarette today ... the incsn-

JUKk ¢ J

Tnoune &
Tobaceo companies have launched counterattacks.m newspaper anad
magazine ads against charges of nicctine-spiked cigarettes.

veniences that smokers face," said
a company spokeswoman

“We're not using brand advertis.
ing to talk about the issue, we're
using that issue to advertise our
brand to smokers,” ghe said.

4t is not expectad that any of the
propcsed regulations against to-
bacco in general or cigarette ad-
vertising in particular will be:

come law this year. Nevertheless,

the cigarette companies clearly
are using blg chunks of their ad-
vertising budgets today to trv to
get smokers and non-smokers on

- their side for the day when the

people they send to Washington
will be voting on these issues,

But reversing the tide could be
next to impossible.

““They're fighting a losing
battle,” said Barbara Molotsky.
president of Bozell Public Rela-
tions in Chicago. “I'm sure they
think they've got to do something
and they think that this is the
right way. They are, at least, ad-
dressing the fact that there is a lot
of controversy. But it seems to me
that nothing can work for them.
They're never going to win

T
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.June 16, 1994
9:00-10:00 AM (CT)
KTRH-AM Radio
Houston

Houston Hotline

J.P. Pritchard, co-host:

Good morning, and welcome to 740 KTRH Houston
Botline. Public intolerance of second hand amoke and
allegationa that cigarette makers concealed evidence
about addiction are spurring unprecedented litigation
againat thae onca-invincible tobacco indusatry. In fact,
that allaged industry evidence along with continued
research may land the tobacco industry under £he thumb
of the Food and Drug Adminigtration. Some members of
Congreagg are opening a new front on the war on smoking.
CBS news correspondent Rob Armatrong haa mora.

Rob Armstrong reporting:

Saveral Democrats are trying an end run around the
tobacco lobby and will propose an amendment te the rule
governing the Agriculture Appropriations bill that will
raquire the FDA to regulate tobacco without banning it
outright. Tha architect of the measure ia Oklahoma’s
Mike Synar.

Mike Synar (Congressman, Oklahoma): This amendment

to the appropriations bill will for the firat time
permit Congress a floor vote to direct the Food and
Drug Administration to put a halt to the tobacco
company’s unabashed targeting of children and their
unchecked assault on the health of the American people.

Armatrong: FDA Commigsioner David Kessler has resisted
calls for a ban on cigarettes or to make them

praascription druga. 8ynar says this amendment would
meet thoame concerns but would allow the FDA to regulate
cigarette advertising, manufacture, sale, labeling, and
the content of tobacco products. The tobacco industry
and tobacco state representatlves oppose any FDA
regulation of tobacco. Rob Armstrong, CBS News,
Capitol Hill. .

Lana Hughes, co-host:

Wa'll be talking about regulating the tobacco
industry, tobacco advexrtising, the addictive nature of
nicotine, alleged nicotine spiking, and the
ever-controversial second hand smoke. Does it cause
cancer? Now for the first portion of the show, we are
joined by Dr. Alan Blum with the anti-smoking group
Doctora Ought To Care, or DOC, and Dr. Don Debethesi,
director of RJ Reynolds’ product development. We’ll be
focusing on second hand smoke thig half hour and its
impact on you and our society.

Pritchard: Your direct hotline to our guests is
526-4740. For mobil and long distance callers:
630-5740. And for GTE Mobilnet callers, a free call.
The number is star-4740. And we’ll be taking your
calla and questionag for our guests momentarily.

I guese it was the EPA gtudy that was relbazed a
faew years ago that really got thias second hand smoke
issue going. Doeg the tobacco industry accept the
findings of that atudy, Dr. Debethesi?

Debathesi: We do not accept those findings and have
quastionad them. But not only us, but a number of
other people have too. In fact, juast recently on
National Public Radio Dr. Alvin Feinstein, a prominent
epldemiologist from Yale University, indicated that
with the small level of risk that’s been reported
between second hand amoke and lung cancer, it‘s BO
small that standard sclentific techniques would not be
able to detect that. And he want on to say that, in
fact, many respectable epidemiologists have said that
thia level of risk ia so small you juat can’t pay very
much attention to it.

And what we’re trying to do is draw attention to
the fact that there ig gtill a gcientific debate going
on, and we have published a number of studiems in thisg
area. We’ve published the only complete animal study
in the area., And tha data are just not there to
support a link between lung cancer and second hand

)

(ENTIRE 17-PAGE TRANSCRIPT AVAILABLE UPON REQUEST)
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UPDATE

Sounding the
Smoke Alarm

New studies of women &

confirm the risks of exposure to

secondhand cigaret smoke

children

By COLETTE BOUCHEZ

['youre a woman whose spouse
smokes cigarets. you could die of
lung cancer. even if you yourself
never take so much as a puff If
vour co-workers smoke as well,
and or you spend lots of time so-
clalizing 1n smoke-tilled environments,
vour chunce< ul'dyving are even greater.

That's the message the American
Meltical Assoctation (AMA) presented to
women nationwide earlier this month, -
when it published a study chronicdling
the dangers of secondhand smoke.

“[t was not the first study of its kind,
but it certainly was the largest and.
chinically speaking, the most accurate
and well-planned study ever attempted
on this subject,” reports Larry Garfin-
kle. an epidemiologist with the Ameri-
can Cancer Society

The multi-year study conducted in
vities around the country examined da-
la [rom 653 female lung cancer patients .
who had never smoked and compared
it with that from a control group of
1253 women aged 65 and older. Re-
searchers found that women exposed to
secondhund smoke at home increased
their risk of lung cancer by as much as
30+ Those also exposed to secondhand
smoke on the job suitered an increase
of 39¢.. and those exposed in social sit-
uations had up to a 30¢7 increase.

In addition. the study revezled that a

. woman's risk at home increases in di-

rect proportion to how many packs per
day her spouse smokes Especially dis-
turbing wus the finding that those
women who had also been exposed to
~econdhand smoke as children were
twice as hikely to develop lung cancer
as the women exposed only as adults
Aceording to Dr William Cabhan 2

[ ]

‘If vou are a parent
who smokes ar home,
Vou are commuting

child abuse.’

tung surgeon at
Memorial Sloan-Ket-
tering Medical Cen-
ter, these observa-
tions coincide with
other findings indi-
cating that second-
hand sinoke increas-
es a child's risk for a
variety of respiratory
atliments, including
asthma, pneumonia,
bronchitis and other
tung disorders.

“Study afler study

ROBERT PASSANTING

has shown that chil- N T)L ‘_}

dren of parents who
smoke have weaker respiratory systems
and are more prone to Ilinesses of all
kinds. Now we know they may also
grow up with a significantly increased
risk of cancer,” says Cahan

“If you are a parent who smokes in
your home,"” he asserts, “you are com-
mitting one of the worst forms of child
abuse knowri to mankind.”

If you find these words a bit strong.’

vou should know that lung cancer is
not the only lethal health risk linked to
secondhand smoke, for both children
and adults For years, the American
Heart Association (AHA) has warned of
the damage caused to the cardiovascu-
lar system by inhaling somecne else's
cigaret smoke. In 1992, the AHA re-
leased a paper detailing more than
4.000 chemicals and 40 known carcino-
gens contained in secondhand simoke
Each year, the AHA estimates, some
40,000 deaths from heart and hlood ves-
sel diseases occur as the result of sec-
ondhand smoke.

Adding more fuel to the fire is a new
study from New York University Med-
ical Center suggesting that secondhand
smoke may be particularly damaging to
the cardiovascular systems of young
children. Researchers found that baby
chicks exposed to secondhand smoke
for just 16 weeks had significantly larg-
er deposits of fat. cholesterol and other
artery-clogging substances in the aorta
than those who inhaled only clean air

Scientists claim their findings, re-
cently published in the AHA journal
Circulation, are a strong indication that
children exposed to secondhand smoke
at a very young age may be at in-
creased risk for heart disease starting
as early as infancy

“Couple this with the smoke expo-
sure children can experience in social
settings and you really have a form of
abuse that we, as a society. can no
longer ignore,” says Cahan.

Similar sentiments are being ex-
pressed on a public level. Recently.
City Council members heard testimony
from scientists regarding the need to
protect all nonsmokers, especially chil
dren, by further banning cigaret smok-
ing in public places, most notably
restaurants. And in Washington, med-
ical professionals urged Congress to re-
classify cigaret smoking from the status
of habit to that of physical addiction —
a move that, if passed, could cause cig-
arets to be classified as drugs.

Ways to reduce the risk

But while the debate continues, the
risks remain. If you are a woman who
Iives with a smoker or if you are a par-
ent in a household in which an aduit
family member smokes, here are some
suggestions from our experts:
B Get adequate ventilation into any
room in which someone is smoking.
M Urge smokers to confine their puffing
to one room or, preferably. to smoke
cutside, perhaps on a terrace or patio
B Invest in an ar cleaner system. an
exhaust fan or an ionizer These help
move the air around and draw smoke
out.
B Try to reduce your exposure outside
the home. This includes seeking out so-
cial activities where smoking is not per-
mitted or is confined to a sepurate
area

(Bouche: regularly reports on health
for The News.
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Press blew away
secondhand smoke truths

The results of the secondhand smoke ure in that range is consistent
,¢+ /’ study are much less compelling than s. With the study’s result, meaning
gested June 7 at an American Medical As-  that the risk percentage could
w%ihaedgmws tﬁ?ﬁg&f@%ﬁ%& have been as low as 4, which sug-
B . - gest
?Jbe{th T.iH. Fogtham of Louistans State gg‘s 8 no added risk, or as high as
niversity and colleagues, appears to have .. That uncertain
d‘mlbeernu.clone well and with great attention to {3 part of any stagsﬁafer'e:girgh

®ds clearly stated in the study,
. For example, researchers required par-  but it wasn't
the Journal of the American Medical As- cipants o provide urine samples when asn't mentioned in the

sociation (JAMA) that found non-smoking American Medical Association
wives of smokers had a 30 percent greater possible to assure that women who news release about the finding,
chance of contracting lung cancer than claimed to be non-smokers weren't nor was it stressed at the news
did wives of non-smokers. sngaking clgarettes conference.

The flnding may have caused many ut it is important to remember that “-Even though statistically so-
women to fear needlessly for their health. lung cancer seldom is seen in non-smok-  phisticated people would find the

There i3 no doubt that smoking causes ers, and the contributing factors may be Journal of the American Medical
ca.ncgr and other serious ti‘g‘m many, subtle and varied. making them Assoclation conclusion weak. an
and that secondhand smoke is a smelly ve&y $M°£§Oﬁe}e bt int AMA spokesman stress?gn thg srg

searchers inter- reent risk o1 and called for

nuisance and perhaps a health hazard. viewed nearly 17,500 women with lung pe gure

percent added risk, which was
roundeqd to 30.

. This figure suggests a pre-
cision the study doesn't have.

- Random chance could move the
Study's odds ratio anywhere
from 1,04 to 1.60. That is, any fig-

By Jon Van

he latest scare over secondhand
smoke nmay be a classic case in
which smoke and mirors over-
shadow scientific substance.
Recently, newspapers and TV
anchors made much of a study reported in

But the case for environmental smoke as stricter government regulation of
tobacco, giving the impression

that this study was clearcut.

Scientific findings are seldom
clear-cut, but that may not deter
advocates from making them
seem $o, and reporters some-
times abandon their innate skep-
ticism when confronted with
charts teeming with statistics.

“It's very hard for the public o
even the legal system that de-
mands yes-no answers to view
these things the same way as we
do In science,” said Dr. Peter
Gann of Northwestern Universi-
ty’s department of preventive
medicine.

“An odds ratio is an estimater
of relative risk, the incidence of
something happening to one

a cancer threat is weak. -
And the case {llustrates how a statisti-

cally unsophisticated media can provide
the public with sweeping conclusions
based upon scientific results that can't
support them,

Anytime the phenomenon under study
is rare, as is lung cancer in non-smokers,
small changes can produce large percent-
age swings, said Temple University

mathematician John Allen Paulos, author
of the best-selling book “Innumeracy.”

“If you look at the new cases of death
from AIDS, the fastest growing category
could be ladies over the age of 70,” Paulos
said. “If last year one woman over 70 dled
from AIDS and this year two do, you get a
100 percent increase in AIDS deaths for
that category.”

Knowledgeable scientists reading re-
ports in journals can tell at a glance
which studies are important and which
are marginal, but to many reporters, one
study looks like any other. Too often, sto-
ries emphasize a study's conclusion with-
out mentioning the limitationg that pro-
vide necessary context.

Jon Van covers technology and science
tor the Tribune.

cancer to find somse 850 who had
the disease but weren't smokers.

The scientists then selected
about 1,250 women at random
who didn't have lung cancer and
tried to match them with the
lung cancer patients according to
race, family income and educa-
tion.

Both the lung cancer patients
and their “controls,” as the ran.
domly selected women are called,
were asked about exposure to
smoke as a child, as an adult anad
other topics such as diet. In some
cases, relatives were interviewed
because cancer patients had died
or were too ill to taik,
© The raw study findings aren’t
difficult to understand.

Among 651 non-smoking lung
cancer patients, researchers
found that 433 had been exposed
to smoke from their husbands’
tobacco use, about 68 percent.
Among 1,253 non-smoking
women who didn't have lung
cancer, 766 had been exposed to
smoke by their husbands, or
about 61 percent.

" Most people might conclude
that the difference between 86
percent and 61 percent isn’t
much, and they'd be right.

. To make the difference be-
tween 66 percent and 61 percent
meaningful, researchers calcu-
{ated a risk number-—called an
odds ratio—of 1.28.

- An odds ratio of 1.00 indicates
there is no added risk; an odds
ratio of 1.29 works out to a 29

|

‘People in public health
always hammer away that
you have to consider actual
risk versus relative risk.’
Dr. Peter Gann
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group versus another. It doesn’t
take into account the actual risk.

“I might find that wearing red
clothing doubles your chance of
being struck by lightning, except
your chance of being struck by
lightning i3 extremely small in
the first place, and the finding
itself might be due to random
error.

“Peopls in public health always

. ' By Kira Harby @0 .
. WTWNMW

W

Woren who amgke durmg peeg-"

nancy incresse
their infants will hnva the kmd of
breathing .problems often ob-
served in babies who later die of
Sudden Infant Death Syndrome,
according to Belgian researchers.
If the prospective father also
smokas during the woman's preg-
nancy, the risk of their baby hav-
ing breathing problems is even
higher, the researchers found.
"Smoking by pregnant women—
as wall as sm g around young
children—has long been known to
be one of several risk factors for

=35~

hammer away that you have to
consider actual risk versus rela-
tive risk.”

Stories that try to boil down
sclentific studies to one or two
numbers may appear simple and
straightforward, but they may
mislead.

The secondhand smoke study’s
weak conclusion is evident when
the error range is given, and
error ranges should be provided
in most stories that list risk per-

CHICAGO SUN-TIMES

JUN 2 0 1994

centages, said sheiby Haberman,
a Northwestern statistics profes-
SQr.

“It may be a little tricky to ex-
plain the meaning of the range of
uncertainty, but it's a good idea
to use it in news stories,” Haber-
man said.

“For one thing, it helps the
reader to understand that there
is uncertainty involved here, that
these findings aren’t all that pre-
cise.”

JUN 19 1934

Study Links Moms’ Smoking, SIDS

.typically strikes babies while they

.’ are :gleeping. ‘But scientists have
- ‘been puzzled by SIDS because the
‘bables who'die of it appear com- '’

pletely healthy,

The new study, published in the -

current issue of ths journal Pedi-
;t.ria,mmf‘oundmmt a rﬁculu

rea problem obstruc-
tive slesp apnes—in which the
baby stops breathing for at least
three ssconds because of blockage
of the upper airway—is more than’
two-and-a-half times mors com-
mon in babies of smoking mothers
than in the babies of nonsmokers.

The episode of apnea also is
longer for babies whose mothers

Such repeated airway ob-tme~

tions have been observed in 40

-percent to 50 percent of babies

wboh die of SIDS, said Dr.’
dre Kahn, the mdynmtboc
“Them betwn

data
could bo airw obﬂruc-
tion,kmi{..hn Y/ lqhm we

think, a mining link" -
Most scientists believe tha

8SIDS probably is caumed by nu.ny
different especially si
babies of nonsmokers also havo.
died of SIDS. But this new find-
ing addz yet anothar reason for
expectant mothers to lead a
smoke-free life, said Dr. Alfred

smoked while pregnant, compared
SIDS, a. mysterious .death that with nonunoh&g mothers.

ADVERTISING AGE, JUNE 20,. 1994

[ETTERS

Joe Gamel oniy one target
. Your editorial calling for R.J.
Reynolds Tobacco Co. to give up
Joe Camel (AA, June 13) baffles me.
Understand that the antismok-
ing industry will be satisfied with
nothing short of a total ban on
cigarette advertising. Our drop-
ping the Joe Camel advertising
campaign will not appease these
groups. Instead of continuous
headlines about Joe, you'd be
writing about the assault on our
competitors’ advertising. If you
have any doubts about that, refer-

ence The New York Times’ story
of June 3, “Joe Camel may have
won the battle, but the war
against cigarette advertising con-
tinues.” In that piece, Stuart El-
liott quotes Dr. Alan Blum,
founder and chairman of Doctors
Ought to Care: “Obsessive cries on
our side that ‘Joe Camel must go’”’

. boro man..

have meant “we forgot the Marl-
.”" Dropping Joe
Camel will not “take a weapon
away from (militant tobacco
foes),” as you suggest; it will sim-
ply shift the focus to other brands.

Clearly the Federal Trade Com-
mission spent enormous effort
taking an exhaustive lock at the
Camel campaign. Had the Journal
of the American Medical Associa-
tion articles of December 1991—
the very basis on which Ad Age
originally based its position on
Camel—had even a shred of valid-
ity, you can bet we would be fac-
ing a protracted legal process
rather than the exoneration given
Joe Camel last week.

The truth is we don’t want kids
to smoke and we actively sponsor
programs to enforce age restric-
tions. The FTC, after careful inves-
tigation, found no evidence to sup-
port allegations to the contrary.
However, essentially what Ad Age
has said to the advertising world is

Munzer, president of the Ameri-.

that it’s not enough to be right;
that the politically expedient route
is more important than sound busi-
ness decisions based on market-
place performance and consumer
demands. We are not, as you ac-
cuse us, simply ensuring sales and
profits for Camel today. We are
working for the shareholders of
RJR Nabisco, responsibly produc-
ing a campaign to ensure a long-
term repositioning of what was a
flagging brand, thereby enhancing
-the value of their holdings.

What has happened over the
past three years with Camel and
the tobacco industry can happen
to any manufacturer of any prod-
uct in America. Collectively, in-
dustry has to take a stand and
send a message to political advo-
cacy groups that they should not
and will not make the choices for
the American people.

James W. Johnston
Chairman-CEO

R.J. Reynolds Tobacco Co.
Winston-Salem, N.C.
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Let’s keep the anti-smoking

arguments honest,

please

) = 4

By Donald Homa "\:,%
Special to The Denver Pott
he president’s claim that his uni-
versal health-care plan won’t tax
the average American means little
to the 25 percent who . A
married couple — hard-working, iaw-
abiding and useful contributors to society,

bot addicted to gigarettes — can expect to-
ou%fﬂa

y an additi ear if they are
vy smokers (two packs a day). Since 39
percent of Americans near or below poverty
gmoke, according to the National Cancer In-
stitute’s own brochures, this tax is especial-
ly egregious, hitting those who can Jeast af-
ford to pay. For the long-term smoker, this
s a forced tax, since the addiction is diffi-
cult to break. '

The justification is that smokers wreak a
substantial bardship oo the health-care sys-
tem, and that their amoke is a carcinogenic
danger to nonsmokers. Both claims are du-
bious. Research findings, summarized be-
low, contradict much of the nonsense and
tysteria of passive amoking. In a society ig-
porant of facts and a willing participant to
let sorneone else carry the burden of health
care, and @ government far too eager to fin-
ger & politically powerless scapegoat, im-
plementation of the suggested taxes is goth-

ing short of tyranny by the majority. If

nonsmokers wish to claim the moral high
ground, then they should be prepared to ex-
plain the following inconsistencies.

1. The Smoke Inhaled by Nonsmokers.
Researchers (New England Journal of Med-
icine, 1984) bave measured the amount of
smoke inhaled by nonsmokers by analyzing
the level of cotinine (a niajor biological by-
product of nicotine in the blood and urine) in

nonsmokers exposed to stnoke at worlg and

.borne. Tbey found po statistically significant

increase in cotinine level for nongmokers in
even the most extreme conditions: nonsmok-
ers who worked with six or more smokers
per room. In fact “, . . the cotinine level as-
sociated with smoking one or two cigarettes
a-day occurred only among one group of
noasmokers - those who worked with more
than six smokers per room and who also
lived in homes where more than & pack a
day was consuned.”

2. Physics of Smoking. The nonsmoker
cannot physically inhale roure than a frac-
tion of one cigarette. Assume that lung ca-
pacity is about 1 cubic foot. Smoke exhaled
into a small room, say 10 x 12 x 8 feet, is
roughly diluted by a factor of 1,000, the vol-
urne of the room. This value is reduced fur-
ther, since much of the smoke remains ino-
gide the smoker rather than being dispersed
into the surrounding room. Smoke exhaled
in open-area arenas, such as stadiums, has a
concentration near zero, since the volume is
essentially infinite.

The conclusion that passive smoking ls
probably harmless to healthy individuals
was made by experts on smoking and bealth
at the International Conference in Vienns
(1985). “There is a high probability that car-
diovascular damage due o passive smoking
can be ruled out in healthy people.” The Di-
vision of Lung Diseases of the Natiogal
Heart, Lung. and Blood Institute (1983) re-
ported: “The effect of passive smoking
varies from negligible to quite smali.”

3. Pregnapcy, Smoking, and Passgive
Smoking. The fetus should be especially vul-
perabte to toxins. Doctors studied 4-year-old
children (Developmental Psychology, 1990)

who had been prenatally exposed to alcohol
caffeine, tobacco or aspirin. Although not
reported, it is a good bet that most of the
childrep of smoking mothers were subse-
quently exposed to secondhand smoke as
well Analysis of 14 motor tasks and IQ re-
vealed that alcoho! was a pegative influence
for 7 tasks, aspirin for 5 tasks, calfeine for 3
tasks and tobacco for 0 tasks Nine of thair
tagks were correlated with I1Q. The authors
concluded that this ... study replicates
previous evaluations ... in which we were
unable to detect neurobehavioral conse-
quences of prenatal cigarette exposure.”
Dr. Letkowitz (Child Development, 1981)
investigated the physical, intellectual affee-
tive, and personal and social functioning of
offspring of mothers who did or did not
smoke during pregnancy. Analysis of results
revealed that the children of amoking moth-
ers did not differ from the children of non-
smoking mothets on any of the 16 measures,
Tbe 1Q of children from mmoking mothers
was a nonsignificant 8 points higher than
the children from mothers.
.4. Passive Smoking and the EPA, The
major discrepancy has been the pronounce
ment by the Environmental Protection

- Agency that environmental tobacco smoke

is a Class A carcinogen and responsible for
3,000 lung cancer deaths a year. This con-
clusion is false, an exammple of shameless
science, based not on pew data but by vio-
lating standard rules of statistical testing in
a meta analysis of previous studies, most of
which failed to find any relationship be-
tween passive smoking and bealth rigk. One
prominent scientist, Alvan Feinstein of Yale
medical school, stated in the journal Toxico-
logic Pathology that the EPA study “. ..

Oty
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" and milk '
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5. Comparative Risks of Other Habits. Di-
abetes Care (1991) reported a stody linking
milk consumption and incidence of juvenile
diabetes, a disease affecting 1 million
American children, Researchers found a

Japan and Finland). So striking was the re-
lationship that Scientific American (1892)
Its intro with these words: “The Na-

tional Dairy Board's slogan, “Milk, it does a
zzdy good,’ sounds a lttle bollow these

ys.” .
,A_,k?you believe in sin taxes, why pot tax
mi

The relationship between cancer death
rates and fat intake was reported in Cancer
Research (1875). According to this study,
there is a near twenty-fivefold increase in
cancer deaths based on fat consumption
(compare Denmark with Thailand).

Uyoubeligvetndnuxa,'hy,vmtnxf‘q‘

The New England Journal of Had.id.;
(1986). followed smokers and »
over 12 years and found that incidence

ox At
1

fold and thirtyfold increases in cancer t‘g&
diabetes.anochted with fat consumpticn

S

6. Death, Disease and Smoking. m;;
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which water is fed into the eylinder. The
rate ai which water is fed into each eylinder
is analogous to the birthrate Birthrate, not
our habits, determines the rate at which
people will die. Since smokers, even by the
worst scenario, die well after their child-
bearing yearg, their babit cannot influence

) o gt

the rate of death

Donuid Homa 13 8 Protessor of Exparimental Prychoiogy”

at ARons Stxte Unwvecsty

s
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BY GENE KORETZ

U.S. DEATH RATES:
ANOTHER SOCIAL GAP
IS WIDENING. ..

ln the 1980s, social observers lamented
the growing income inequality in the
U.S. Now, attention is being drawn to
a paralle] trend: a widening gap in mor-
tality rates between the middle class
and the poor.

... AND TOBACCO
iS ONE OF THE
BIG CULPRITS

Among the many factors. contributing
to the indifferent health of low-in-
come Americans, notes economist Jef-
frey E. Harris of Massachusetts Institute
of Technology, is the prevalence of smok-
ing. “Cigarette smoking is now respon-
sible for a fifth of all deaths in the U.S.
annually, and the poor are the heaviest
smokers,” he says. '

Some 35% of American adults below
the poverty line are regular smokers,
compared with just 20% of those from
households with incomes above $50,000.
Harris, who is a physician as well as an
economist, estimates that lifelong smok-
ers live seven years less on average
than nonsmokers. In addition, secondary
smoke harms children and other non-
smokers in a household.

Similarly, smoking is more prevalent
among blacks than among whites—and
blacks have higher death rates from
smoking-related diseases. For example,
86% of deaths from lung cancer are at-
tributed to smoking, and blacks' death
rates for this ailment are more than
twice those of whites.

Such stark statistics are one reason
many health groups are calling for a $2
increase in the federal cigarette tax. To

be sure, such a hike would hurt poor
people who continue to smoke more than
it would higher-income smokers. On av-
erage, a household with two adults each
smoking a pack and a half a day now
shells out nearly 82,100 a year for cigar-
ettes, and a 82 tax hike would raise it to
84,200. But economists argue that the
regressiveness of the tax would enhance
its effectiveness in curbing smoking.
“Health information sways the more
affluent and educated,” says Harris,
“while the poor are more concerned
about costs.” And although the proposed

hike would be regressive, the benefits of
quitting are progressive: ln other words,

the poor, who suffer the most from to-
bacco use, are the most likely to im-
prove their health by kicking the habit.
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Movie heroes still srrﬁk‘ing onscreen,
though audience less 1ik¢1y to light up

Washington — Smoking in

the movies may not be as glam-
orous as Bogie and Bacall once

.made it, but a new study says'
there's still more lightingupon °
the 'silver screen than in the .

real wqud.

. Smoking has dramatically
-declined since the 1960s, but

University of California re- .
searchers who reviewed 30°

years of films say Hollyw
didn't catch on. .

: Not only are cigarettes still
prevalent, movie heroes are
three times more likely to

smoke than the real-life role

" models of American society, the

study concluded.. This has re-’
searchers wortied about an un--
due smoking influence on’

young moviegoers.

Why should people care if

‘fantagy figires smoke? =

. “The Impression kids get
from watching these movies is
that most people amoke and’

‘smoking is something done by
_:desirable figures,” said UC re-

gearcher Stan Glantz. “It's oot

ithe bad guys who are smoking,
it's the good guys.”

"' . Anti-smokers ' have ‘long .

" ijcomplained that cigarette mak-

manipulate movies. In one.

highly publicized incident,
‘Philip Morris paid $350,000 to
. get its
Bond movie “Licence to KilL.™

clgarettes in the James'

Vo - —

The industry stopped these
“paid product placements” in
1990 even though they didn't in-

fluence moviegoers, insisted

Tobacco Institute spokesman

;Tbomas Lauria.

“The sight of a smoker does

‘ngt another smoker make,” he:
‘said.

‘Movies shouldn’t be puri-
tanical, conceded Glantz. Many
characters need to smoke to be

‘oelievable, as saldiers did in“

“The Longest Day,” the 1963

epic about D-Day. And, sure,.

géhgsters srhoked in “The God-
father.” ,

But what about “E.TQ," the .

cuddly extraterrestrial of 1985
whose adopted mom smoked?

Or “Ghostbusters,” the 1984 hit’

comedy about dehaunting New

York City? - '
“Smoking had nothing to do

with ‘Ghostbusters.' But allof a

sudden they all break out ciga-.

rettes — it was almost a disjoint
In the plot,” Glantz said.

~ The study, published in
Monday's American Journal of
Public Health, locked at two

randomly picked movies from’
the Top 10 films of each year °

from 1960 through 1950.
~ Researchers spotted tobac-

¢o or a tobacco references 785
times in the 62 films, 78 percent’
of which was on-camera tobac- |

co use. This use did not decline

over time even though the num-.

ber of Americans who smoke
dwindled from 42.4 percent in
19_64_to‘2§.5 percent in 1990,

“That's counter to what sur-
veys show most people think
and to what we expectad to
find,” Glantz said.

'Who smoked did change. In

~ the 19608, 38 percent of movie

smokers were major charac-
ters, compared with 26 percent
in the '80s. :

But the number of yoiung

. adults smoking on camera mare

than doubled from 21 percent
in the 19603 to 45 percent in the
19808 — compared to 26 per-
cent of their real-life counter-
parts. And ealthough only 19
percent of Americans of high
gocioeconomic status smoke —
the real-life role models, ac-'
cording to researchers — 57
percent of their movie counter-
‘parts do, the study said.

That statistic is the one that
bothers Glantz. Smoking is por-
trayed as normal “by people

“who, if you wers a teenager,:

lyou'd like to be liks,” he said.

{Other coverage avaiiaisle
upon request.)
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There’s been &
revolution around
the nation among

publw ojﬁaal.s L
- bul the revoluzwn 7]

has not caught on
nM assachuset;& ’

T RICHARD DAYNARD
Northeasters Law School

Smoking.
foes cite
inaction

by Weld

Frank
4 ?yomx STAYF

Opponents of smokin
Weld's reluctance to hh h"b-
ertarian image has pu.shed Mass-
achusetts to the backwaters of tha
tobacco control movement.
such states as Florida

and Missiesippi have taken bold -

leads on tha issue, smoking foee
point to initiatives by state govern.
menta or other public authorities to
sue tobacco companies to recover
Medicaid costs, divest public funds
of tobacco company stocks and de-
clare public buildings smoke-free
areas,

“‘Thers’s been a revolution
around tha nation among publie aff-
cials and the public expectation to-
ward the tobaceo industry, but the
revolution has not csught on in
Maszachugetta,” said Richard Day-
nard, a Northeastern Law School
professor and president of the cob
lege's Tobaceo Control Resource
Canter,

In recent- weeks, Weld, & non-
smoker whose extensive stock pon‘.-
folio includes holdings in the
rette manufacturer Phili Mo ﬂ
Co,, has reportedly re Eﬁﬁed public
heslr.h advisers who haped he would
unilaterally ban smoking in state
agencieg. He has also opposad di-
vestment 6f his Philip Morris stock.

-39~

Sources said Wald's polities!
aides persuaded the governar to al-
low the initative to come. instead
from the
believe Weld's well-crafted tmage as
8 libertarian would be jeopardized
by unilateral executive action on the
izsue, the sources said. It was that
same advice that persuzded Weld to
veto the state's mandatory seat belt
bill, which was overridden later.

Sources also said there ig an in-

ternal struggle in the zdminixtnﬂon

aver the amoking issue.
Weld's libertarian phx]osophy,

which is behind his support for gay

rights and abortion rights, has won
him strong backing from some liber-
als. And those Hberals have had;an
lmpact in changing soma of hu
views

Once allied with the gun lobby
that opposed the assault weapons
ban, Weld flop pedont.heissuehst.
fall. And he t‘olded in tha face of
strong arguments on the issue of re-
quiring children to wear bicycle hel.
mets, a2 measwee he initially opposed.

At a recent luncheon with Globe
editors and reporters, Weld ac-
knowledged he is torn between his
concern for-public health and his ad-
herence to libertarian ideals.

For example, the governor said
he is unsure what he would do if the
Legislature passed a pending bill to
ban amoking in Massachusetts res.

taurants. Ag for other initiatives on

smoking, Weld made it clear he
‘évould watch what. the Legislature

068,

" “I'd-rather Wa.ft. Weld aaid when
agked why he had not used his ex-
ecutive authority to ban smoking at
all stata agencies. “I'm not at all sure
I'd want to tell the Legislature
where they can amoke or not.”

Weld's reluctance to take a lead-
ership role in the smoking debate
also surfuced in 1992, when he pub-
licly opposed and voted against the
Question 1 ballot initiative to raigs
the cigaretts tux by 25 cents per
pack to fund antismoking initiatives,
saying he did not think tax policy
should be used to shape social be-
havior.

Daynard said that, while Weld
shrinks from taking any lead, Mass-
achusetts has become the most
“backward” of the. New England
stateg on aimmoking control lssues. An
exception, he said, cume about when
voters chose to roise cigarette tuxes

and create the state’s huge amaoking
control program, '

- Those advisers

U210 BNARVERE ~

‘I'd rather wait.
- Pm not at all sure
-~ I'd want to tell the
. Legislature where

. f—f} they can smoke or

“It's really peculiar,” Daynard.

said, referring to Wald's stance..

“He's a libertarian, but that argu-
ment doesn't work anymore.'

Smoke, he said, “gets all over the:
place and it gets into the lungs of
nonsmokers.”

Weld’s libertarian philosophy-
alzo places him in oppoaition to ef-
forts to divest the state's pension
furids of tobacco stocks. His fellow.
Republican, Stats Treasurer Joseph:
Malone, agrees.

The two pension funds currently’
hold 396.8 million worth of tobacco
company stocks and bonds, Former
Gov. Michael Dukakis had moved in
his last term to divest the stock, but
was blocked by then-Treasurer R.ob—
ert Q. Crane.

Malone said he feels that ﬁnker-
{ng with pengion funds to try to'
change people's personal habits,
however worthy the effort, is not.re-
sponsible management of the money.

“We should be careful about slid-
ing down g slippery alope where one
social issue after another is ad-
dressed by divestment,” Malone
said. “As the fiduciary of the fund, I
have & responsibllity for ma:dmizing
the retwma”

Malone said other meuures.
such as advertising and halting sub-~
sidies to tobecco growers, are the

best way to curb clgaretts smoking..
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Santa Ana’s
new ban

on smoking
takes effect

CITIES: The law pro-
hibits lighting up in
public buildings and
workplaces. - ,f méﬂw

B8y DEBORAH BELGUI
The Orange County Regnster

SANTA ANA — The Mariboro
man better keep .out of Santa
Ana. The city's new no-smoking
ordinance went into effect Thurs-
day, and {t bans smoking in pub-
lic buildings, public rneeting
rooms, places of employment,
museums, libraries, retail stores
and restrooms that are open to
the public.

-40-
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Restaurants that serve more

"than 50 people have to reserve 75

percent of theirdining rooms for
nonsmokers. ngarette vending
machines are illegal in public
places.

Bars are exempt.

The ordinance was passed

_unanimously by the Citv Council

on May 16 after Councilwoman
Lisa Mills suggested it was time
to limit smoking in the city.

Residents had called her ask-
ing that the city impose a smok-
ing ban, especially in work-
places, she said.

“A number of people were’
afraid to approach their boss or
employer” about a ban, Mills
said. ““Especially if that boss
smoked.'”

The fine {8 §100 for breaking
the law, but the city isn’t sending
out troops of cigarette police to
make sure everyone is comply-
ing.

NEWARK STAR LEDGER SUNDAY JUNE |
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“The ordinance is sell-enforc-
ing," sald Jill Arthur, senior
management assistantin the city
manager's office. “Compliance
comes through peer pressure
and other mechanisms that don’t
involve the government.”

Smokers didn't appear both-
ered by the new law

“If the ... ban is in a confined.
area, that's fine,"” said Holly Ze-
bari, smoking with friends at a
table on the Topaz'Cafe patio.

“1 think it's great,” said Shir-
ley MacDonald, a nonsmoker sit-
ting at a nearby table. “l have
secondhand -smoke damage or
asthma from having lived with a
father who smoked three packs a
day."

9, 1994

Morris jail enforces ban on cigarette smoking

By BRIANT MURRAY Py
Uyoumlockedupmuonucmmty you can't

A bm on ¢lgarette smoking in the county jail is
in effect, and authorities are allowing no exceptions,
even for corrections officers. The policy had been im-
plemented gradually over eight months, with o

-mates beingpermmed fewerand fewer smokes. |
- As of June 6, nd one has even been sllowed to
qxturlite 1 match, and new inmates have been forced to

“It's oold turkey,” said John Khmecom. acting

.- “No mental breakdowns have been reported,
even among heavy smokers. But the behavior of. .
.some inmates is growing strange, One desperate
smoker was rolling tea leaves in toilet paper
In a bome-made effort to bypass the new regulations.
. “That was pretty bard-core. I can't imagine
whazthatwou}dhave tasted like,” said Capt. Jack .
DeLaney, a former smoker who deslgned and orge-
nized the policy.
“I‘mgiadnonnolthmmwtworkingln
fields every day, or some of them would probably be -
trying dandelions, It's tough, I know. But:for the
most part, we haven't had any problems” - -
The Morris County lockup is one’ o(thenmtm

New Jersey to adhere to the natlonal senttment

" against smaking. Gloucester County has lssued a di-
rective announcing thet smoking will be hanned
throughout its justice complex, including the jail, by
July 1, and state prisons have a policy permitting
puffing only in cells.

Morris County's program grew from objections
by some corrections officers about the smoky cond!-
tlons in the old, cramped and unventilated facility,
and Sheriff Edward Rochford allowed the union and
. Jall administrators to come up with & plan. It in-
* cluded developing some counseling programs for
* smokers, although they had to want to quit the habit
to get involved.

As for employees, many continue to puff away.
But because of regulations against doing it in or even
{n front of the jail, they have been reduced to acting
kke schoolchildren by sneaking a smoke in lavatories

-or in haliways during breaks. Some doorways around
the county courthouse complex have tumed into
smoking enclaves.

‘7.~ The inmates, however, do not hxve such outlets.

“We've been ngingthem access to food to make
‘up for it. They can buy up to $45 worth of candy and
" things through the commissary,” said Kinnecom,

| “We were going to take out the microwaves
(ovens) we have in some of the celiblocks because
some inmates have been using them impropery. ., .
’ But we're not going ta do that just yet, because we're

leu,ingthem have the extra food untll they get used
to this," he added.

Medical services personoe} will be checking on
beavy smokers who are suddenly forced to quit and
assisting inmates who have dificulty adjusting, saxd
DeLaney.

“They will not be letting them use the patch or
anything like that to quit smoking because the in-’
mates just aren't here long enough for those kinds of
programs. But we will watch the inmates and give
them a ot of extra fluids, which is what the doctor’
recommends for quitting,” he added. :

When the policy began in November, inmates
were told what was to come and were informed !

about programs that would be offered on giving up |

the habit. At first, an inmate’s access to cigarettes 1

was limited to two cartons a month, then gradually *

cut back until only two packs would be Issued. No -
cigarettes were permitted by May, but the policy was- .

not strictly enforced until now.

“Most of them (the inmates) laid right down -
(cooperated), although they didn't like it. The off- °

cers are another story, Some staff don't like it, and if

they can, they slip out on break to have a smoke, e

Del.aney said.

) “But the whole place smelis better now because
of it (the policy), and now we have the inmates
scrubbing down the walls. They're getting the nic-
otine off that has bullt up. When they’re done Mth
that, they'll be painting,” he added.

1¥34
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COMPANIES INC.
c lg . Kellogg Co. General Mills General Foods USA Quaker Oats Co.
erea s Ralston Purina Co. Nabisco Foods* All others |
hig guns |
Corporate shares T o
measured in pound -5.4% 33.0% 36.0%
volume. _’;4:9‘% ‘ 12,29,
5.9% 4.1%
8.3% 8.1% 24.5%
Note: All others includes 14.3% 15.1%
private-label products.
> *Nabisco brands were purchased 2
Yy by General Foods in 1992, and -
S| mme
é Sourcs: John C. Maxwel Jr. 1984 1989 1893 |
=
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New items boost cereals

Coupons also help 5% volume gain; Kellogg’s lead slips

By John C. Maxwell Jr.

Volume in the cold cereal indus-
try rose an estimated 5% to 2.96
billion pounds last year as a result
of new-product introductions,
line extensions and continued
heavy couponing.

Sales increased around 7.3% to
$8.9 billion.

Market leader Kellogg Co. lost
share in total pound volume, fall-
ing to 34.9% from 36.6%. It ap-
pears market share gains went pre-
dominantly to General Mills and
Quaker Oats Co., though Kraft
General Foods’ Post division
gained on the strength of acquiring.
Nabisco Foods Group's cereals.

Cereal prices, led by Kellogg,
climbed about 3% last year. But in
a sharp break from pricing trends
in the industry, General Mills in
April announced it would reduce
prices on its largest cereal brands
by an average of 11%, or about
$110 million, which translated into
about 30¢ to 55¢ a box at retail.

In 1993, Kellogg initiated three
price increases, two not followed
by the industry as a whole.
Kellogg raised prices 6% to 7%

Share of pound volume

Top 10 ready-to-eat cereals

Brand (marketer) 1985 1987 1989 1991 1993
Com Flakes (Kellogg) : 687% 63% 54% 54% 5.1%
Frosted Flakes (Kellogg) 6.0% 59% 51%  50%  4.9%.
Cheetios (General Mills) 50% 48% 4.7% 45% 3.9%
Raisin Bran (Kellogg) 4/% 43% 37% 37% 33%
! Frasted Mini-Wheats (Kellogg) 20% 22% 21% 25% 3.3%
E Cap’n Crunch (Quaker) 26% 29% 29% 3.0% 29%

Rice Krispies (Kellogg) 38% 38% 31% 3.2% 28%

’ Honey Nut Cheerios (General Mills)  2.8%  29% 3.1% 3.0% 27%
; Chex (Ralston) 36% 3.6% 29% 32% 2.5%
; Shredded Wheat (General Foods) 40% 3.9% 28% 23% 23%
' TOTAL 41.2% 40.2% 35.8% 35.8% 33.7%

Source: John C. Maxwaell Jr.

overall, about double the average
industry increase.

Private label and price brands
will pose a more concrete threat
than in prior years. More and

more consumers have turned to
store brands, once reputed to be
less than desirable but now: pro-
viding a palatable taste and a
more reasonable price. Ralston
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Purina Co. has an estimated 70%
of the U.S. private-label business,
with others including Malt-O-
Meal in Minneapolis holding the
remaining 30%.

Ad expenditures, monitored by
Competitive Media Reporting, fell
1.5% to $810 million. Post was the
only company to boost spending
in the year, increasing measured-
media dollars by 16.9% to 3166
million.

Mr. Maxwell is managing direc-
tor at Wheat, First Securities,
Richmond, Va,
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Quaker Oats Shares Soar

On Takeover Speculation
By a WaLL STRERT JOURNAL Staff Reporter

CHICAGO — Shares of Quaker QOats
Co. reached a six-year high as rumors
that the diversified food company might
be a takeover target swept Wall Street.

Quaker stock rose $7.375, or more
than 10%, to $78.50 in New York Stock
Exchange composite trading Friday on
speculation that Swiss concern Nestle SA
or another foreign company might seek
Quaker.

A spokesman for Chicago-based
Quaker wouldn't comment, citing normal
corporate policy. Officials of Nestle
couldn't be reached.

A maker of Gatorade sports drink,
hot and cold cereals, pet foods and
snacks, Quaker has long been on food-in-
dustry analysts’ lists of likely takeover
candidates, partly because of its leading
brands and recent efforts to pare costs.

Takeover rumors gained fuel follow-
ing the recent bid for Gerber Products
Co. by Sandoz Ltd. "'After Gerber people
want to believe,” said Prudential Securi-
ties analyst John McMillin of Friday's
sudden stock rise.

Michael J. Mauboussin, analyst at CS
First Boston, noting that Nestle and
Quaker are in several similar businesses
world-wide, called such a combination
“particularly attractive.”” He recently
put Quaker’s private market asset value

at about $104 a share.
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Chinese cereal (left) copies
Kellogg's packaging, and Chinese facial
- tissues use well-known American name.,

mgiese Flagrantly Copy

Trademarks of Foreigners

By Marcus W. BRAUCHLI
Staff Reporter of THE WALL STREET JOURNAL

Visit a Chinese store these days and
you'll catch glimpses of America: the
bright red of a Colgate toothpaste box,
canned foods in Del Monte green, the
Kellogg’s Corn Flakes rooster.

But the toothpaste is Cologate. The
cans of “*Cream Style Corn’' are made by a
company called Jia Long. And the rooster
adorns a box of Kongalu Corn Strips.
“Kongalu,’” says the box, is ‘“‘the trust-
worthy sign of quality which is famous
around the world.”

Kongalu is indeed well-known in Battle
Creek, Mich., Kellogg Co.'s headquarters,
where company lawyers are considering
their options. “We will take whatever
action is available to us under Chinese
law’’ to stop what Kellogg considers a
flagrant violation of its well-known trade-
mark, vows a spokesman.

Audacious copying of foreign trade-
marks, copyrights and patents is rampant
in China, the world's fastest growing and
potentially biggest consumer market.
Brands are ripped off: Bausch & Lomb’s
Ray Ban sunglasses become Ran Bans.

Products are copied: Virtually any Ma-
donna album is available for $1orless. And
well-known names are exploited in strange
new ways: One company markets Rambo
facial tissues, in pink and blue.

The problem is so serious that the
Clinton administration is weighing a spe-
cial investigation under Section 301 of the
U.S. Trade Act. Washington must decide
by June 30 whether to proceed. If the U.S,
Trade Representative determines that
U.S. companies have been hurt, such an
investigation could ultimately lead to sanc-
tions. Already, U.S. officials put the an-
nual damage at $800 million.

At issue is China's actual protection of
so-called intellectual-property rights. Al-
though Beijing has promised to stop in-
fringements, a senior U.S. trade official
says that China hasn’t done nearly enough
to head off a special 301 investigation.

“T have real confidence if the political
will is there, it will be carried out,” says
the official. “What’s lacking right now is
political will.”

Violations  of
rights afflict most industries and busi-

Please Turn to Page B2, Column 6

{Conreg

intellectual-property
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Chinese Often Copy
Trademarks, Patents
Owned by Foreigners

Continued From Page Bl

nesses doing business in China. Microsoft
Corp. says Chinese software pirates cost it
$30 million a year, and the amount is
growing. The Motion Picture Association
says virtually all the $45 million or so in
videotape and laser-disk sales in China last
year were fakes. Beijing Jeep Corp., a
Chrysler Corp. joint venture, found more
than 2,000 four-wheel-drive vehicles de-
signed to look nearly identical to its popu-
lar Cherokee model.

Even the powerful suffer: Within weeks
after the daughter of China's patriarch,
Deng Xiaoping, published a biography
called "My Father, Deng Xiaoping," thou-
sands of illegal copies were flooding book-
stores in major cities. This month, Deng
Rong won a legal case against one pub-
lisher among the many who produced tens
of thousands of illicit copies of her book.

Spurred by such embarrassments and
eager to avoid a trade tussle with the U.S.,
Beijing has passed tough laws for dealing
with counterfeiters and last year set up
special intellectual-property rights tribu-
nals.

“It’'s quite clear that in terms of a
comprehensive legal framework, China
has done an excellent job,” says David
Buxbaum, a leading China lawyer who is
pursuing 12 intellectual-property rights
cases through the new courts. But he
worries that some of the judges assigned to
the new courts may be unfamiliar with the
concept of intellectual property. “It's only
beginning to dawn on people that copy-
rights and trademarks are property,” Mr.
Buxbaum says.

While the legal concepts may be new,
China is staging a huge propaganda cam-
paign to show that it is trying to grasp
them. The government says it handles
more than 13,000 trademark-infringement
and counterfeiting cases each year, of
which about 500 involve foreign compa-
nies. The U.S. has the largest number of
the 59,466 foreign trademarks registered in
China.

For the most part, Chinese enforcement
so far has meant police raids on street
markets or stores that sell counterfeit
software, compact disks or laser disks.
Few factories have been shut down, to the
dismay of U.S. trade officials.

It's not that the factories are secret.
Indeed, U.S. trade officials recently visited
the biggest of China's 26 known CD
factories, Shen Fei Laser Optical Systems
Co., in Shenzhen, just across the border
from Hong Kong. The U.S. says it has
given the names, addresses and telephone
numbers of major counterfeit CD manu-
facturers to Chinese authorities. .

“'We've in a joking manner offered to

~-43-

provide them with satellite photography if
that would be heipful,” the senior U.S.
official says.

CDs, laser disks and software have
attracted the heaviest publicity, in part
because losses have been big and those
relatively glitzy industries have aggres-
sive lobbies in Washington. Pirated music
accounts for half of China's nearly $700
million a year in recording sales. And the
software industry estimates that 94% of
the software sold in China is fake, a loss
industry puts at $595 miltion.

Yet consumer-products companies are
being hit just as hard. Shampoos, soaps,
toys, clothing and shoes age all being
copied. Particularly vulnerable are those

BUSINESS WEEK/JUNE 27, 1994
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HEINZ SETS
THE RECORD STRAIGHT

We are disturbed by the number
of basic errors in your article
“The new life of O'Reilly” (People, June
13). The following are some examples:
B Your report that William R. Johnson
is “still not on the board” of directors de-
spite the fact that he and William C.
Springer were nominated in last year's
proxy and elected at last September’s
annual meeting.

® U.S. consumers have “turned away
from the company's premium price
brands.” The market shares of our big
brands in Ore-Ida, StarKist, 9-Lives, and
Heinz ketchup have increased. Overseas,
Plasmon and Heinz baby food in the
U.K., Canada, Australia, and New Zea-
land have also grown. Heinz has 18 pow-
er brands around the world, each with
over 3100 million in sales. O'Reilly clear-
ly did not “concede” that our brand-
oriented strategy isn't working when it
clearly is.

B In his interview, O'Reilly twice con-
firmed that he had been rocked by an
earthquake in Bombay, but you reported
him in Caleutta, 1,000 miles away.

B You describe food service as “deadly
dull.” What is “deadly dull” about 5%
growth per year and, when on any given
day, half the adult population is dining
on food-service products.

B Regarding baby food, you omit point-
ing out that Sandoz' acquisition of Ger-
ber for 30 times earnings actually vali-
dates our previously announced baby
food growth strategy. You write, “Heinz

will likely feel the heat first in Sandoz' |
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made in China: Exact copies of products
made by Procter & Gamble Inc., Colgate-
Palmolive Corp., Reebok and Nike are
common throughout southern China.
“They'll actually hire workers away from
the real factories,” says an executive.

Most companies in China like to keep
low profiles in trade disputes, so few
will comment publicly about their troubles.
But as with most issues in China, the
companies say privately that the intellec-
tual property-rights infringements are
compounded by China's size. Even if they
succeed in wiping out a counterfeiter in
one city, fakes can pop up semewhere else
overnight.

—————

home territory—countries such as Swit-
zerland and France.” Suffice to say,
Heinz does not compete in these two
countries.

B You report that the Kathleen Sulli-
van winter TV ad campaign “bombed.”
Lower Weight Watchers attendance last
winter was due primarily to the worst
winter in years and the California earth-
quake. Attendance has, in fact, shown a
positive response to the Kathleen Sulli-
van campaign post-Easter.

B [Fourteen Research Corp. is not one of
our “largest institutional shareholders.”

Although we would welcome it as a

shareholder, current listings of our insti-
tutional shareholders don’t include it.

Ted Smyth

Vice-President, Corporate Affairs

H.J. Heinz Co.

Pittsburgh

Editor's note: The Heinz story contained
a number of errors. The story was wrong
regarding Johnson's board service, the
site of the earthquake, and Heinz's pres-
ence in Switzerland and France. Other
errors were -an assertion that the invest-
ment by O'Reilly's Fitzwilton PLC in Wa-
terford Wedgwood is its largest (It is
No. 2) and the statement that O'Reilly is
a director of General Electric Co. (He is
a director of an unrelated U. K. company,
General Electric Co. PLC). The mention
of Fourteen Research Corp., which fol-
lowed « sentence quoting an unidenti-
fied institutional investor, wasn’t intend-
ed to assert that Fourteen Research is an
investor.
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RTf 06/17 1309 Femsa <FEM.MX>says close 1o beer alliance--analyst

NEW YORK, June 17 (Reuter) - Fomento Economico Mexicano SA de CV
(Femsa) told a Bear Stearns Mexico conference it was "very close” to
reaching a sfrategic alliance with a magjor beer company, said Bear Stearns
analyst Carlos Laboy.

Femsa chief financial officer Alfredo Livas Cantu did not say who it
was in talks with and did not give any more details about the structure of
a possible alliance, Laboy said.

However, Laboy sqid he believes Femsa may form an gliiance with Philip
Morris Cos Inc's <MO N> Miller Brewing unit. Philip Morris has an eight
percent siake in Femsa. Philip Morris was not immediately available for
comment.

An alliance also might involve Guinness Plc <GUIN.L>, which distributes
Femsa's beer in the United States and Europe, he said.

Laboy said he believes an alliance is likely to be announced by the end
of the summer.

He said Femsa may be interested tapping Miller's expertise in market
segmentation, a strategy that Femsa is pursuing in its Mexican business,
"Femsa defined a very clear strategy of creating this higher
differentiation and segmentation and Miller is very, very good at executing
that sirategy in the United States,” Laboy said.

Laboy said such a strategic alliance would unleash shareholder value by
isclating a more specific value for the company's beer operations.

"Such an announcement would likely be a strong price trigger for the
stock,” Laboy said. Femsa trades in Mexico and has American Depositary
Receipts that are available only o qualified institutionc! buyers,

--Patricia Vowinkel 212-912-7181 :

REUTER
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RTf 06/20 0650 Guinness<GUIN.L>declines comment on Femsa "rumour”

LONDON, June 20 (Reuter) - U.K.-based international drinks giant
Guinness Pic declined to comment on talk from the U.S that the company
might form an afliance with Fomento Economico Mexicano SA de CV (Femsa).
"Guinness never comments on rumours,’ a Guinness spokesman said. Femsa
has confirmed in Mexico City that it is close fo forming a strategic
alliance with @ major beer company without disclosing any names.
A U.S. analyst said on Friday after a New York Bear Stearns Mexico
conference that an alliance might involve Guinness, which already
distrioutes Femsa's beer in the U.S. and Europe. . .
He also said Femsa may form an alliance with Philip Morris Cos n¢'s
<MO.N> Miller Brewing unit. Philio Morris has an eight percent stake in
EFemsa.
Kirstin Ridley, London newsroom +44 71 324 7987
REUTER
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UPf 06/19 0559 China's beer market next growth area

JUN 2 0 1994

BEIJING, June 19 (UPD -- As China's wealthy turn to imported alcohol,
foreign breweries are scrambling for a share of China's beer market and
predict it will be the world'§ largest within a few years, the official

media said Sunday.

"Brands like Beck's, Carlsberg, Pabst Blue Ribbon and Fosters now fill
grocery shelves and restaurant counters,” the Business Weekly said.
China's 860 breweries produce an annual 12 milion tons of beer, second
only to the United States, but consumption per capita is only 12 bottles a
year, compared with 168 in the U.S.
"We believe China will become the world's largest market in the next few
years," a spokesman for Australia-based Fosters told the newspaper.
Fosters has already invested $900 million in two Chinese joint ventures,
and will start a third brewery in Beijing this year.
Beer consumption has risen at 20 percent a year for a decade as Ching's
economic boom creates wealthier urban citizens with greater spending power.
U.S-based Anheuser-Busch, the world's biggest brewer, bought a 5 percent
stake in Tsingdao -- China's largest beer producer -- in 1993,
"We expect to strengthen our presence in China," A-B's Vice President

John Koykka said.

In 1984, annual beer consumption was less than one botile per head. But -
now, even in the poorer countryside, where farmers fraditionally drank only

af festivals, bottled beer, at 0.9 yuan (d0.1) a time, is for sale in
practically every village shop.
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Anheuser-Busch Cos.

Brewer Seeks Large Stake
In Zhongde Breweryv in China

Anheuser-Busch Cos. said it signed a
letter of intent to enter into a joint venture
in which it will hold an 80% stake in
the Zhongde Brewery, a Chinese-German
joint venture in China.

Terms weren't disclosed and the St.
Louis-based brewer said final details of the
transaction are still being negotiated. But
the company said it expects to either buy
an 80% interest in the existing joint ven-
ture company or establish a new joint
venture to acquire the Zhondge Brewery’s
assets.

The purchase would give Anheuser its
second stake in the fast-growing Chinese
beer market and would be its first majority
stake in an offshore brewery. Last year,
Anheuser purchased a 5% stake in Tsing-
tao Brewery Co. in China.

The transaction is expected to be com-
pleted during the fourth quarter.

(Other coverage available
upon reguest)
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A-B rejiggers after Sharbaugh exit

ST. LOUIS—Anheuser-Busch
set in motion a series of promo-
tions and title changes that fol-
lowed the departure of Tom
Sharbaugh as VP-brand man-
agement and his replacement
by August Busch IV (AA, Feb.
14).

Bob Lachky, 40, succeeds Mr.
Busch with the title of group
VP-Budweiser brands. Mr.
Lachky, a former DDB
Needham Worldwide executive,
expands he duties to the entire
Budweiser line. He previously
was director of Budweiser

brand marketing since leaving
the Bud Light brand in Janu-
ary.

Succeeding Mr. Lachky is
Michael J. Brooks, 35, from
group director-sports market-
ing. Robin Braig, 37, succeeds
Mr. Brooks, from group manag-
er-motorsports marketing.

Moving into new posts are
William E. Braun, 38, to group
VP-Busch brands from director
of Busch marketing, and Wil-
liam McNulty, 39, to VP-Miche-
lob brands from group director
of the Michelob family. O
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Zippy Zima zooins

Zima — a clear mait beverage — is
poised to overtake Bartles & Jaymes
and Seagram’s wine coolers, the lead-
ers among low-alcohol drinks. More
clear malts are on the way, such as
Stroh’s Clash and E&J Gallo Winery's
Kypler's.

LLEYSTIOR0Z
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Clear malts
chase beers,

wine cocler:

Zima aims for g
young adUItS' Taste testers have de-
hlts the Spot scribed it as everything from

a sparkling vermouth fo a

W]th mystery beer with four melted ice

cubes.
Trendy housewares retail-
er Crate & Barrel us. ! in

summer barware displays. Its ad campaign, marked by a
comedian who sprinkles his pitch with too many Z’s, has
generated curiosity and annoyance. At comedy clubs, it has
supplanted Barney the dinosaur as a top joke target.

It’'s Zima, the hotselling beverage of the summer, and
possibly the great clear hope of a struggling beer industry.
Zima is a clear malt beverage, and most tasters put it some-
where between a beer and what’s known as a wine cooler.

If you're still confused, that’s fine. In fact, that's great.
Zima’s creator, Coors Brewing, actually wants you to be as

i
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confused as possible, hoping you'll

order Zima just out of frustration or
-curiosity to know what the heck it is.
"“We wanted there to be an air of
. mystery. Curiosity goes a long way,"”
says Julie Demlow, brand manager
for Zima. .

Brandweck magazine calls Zima
pan of the “weird beer-like bever-
age” trend. Zima and a crowd of up-
and<coming competitors from beer
and wine companies are making a
hard pitch for young adults — a
group in its prime beer-drinking
years that still hasn't latched onto a
brand. Targeting men and women
ages 21 to 34, Zima et al. are trying to
spark the flat beer and wme cooler
market.

Curiosity drove Tom Murphy of
Monroe, La,, to try Zima — even be-

fore he knew it was an alcoholic bev-.

_erage. “The ads looked pretty hip. I
noticed they never used the word

‘beer’ in the ads, so I was curious., .
What was it? What did it taste like?"”

he says. Now it's his regular drink,
displacing Bud Dry.

Zima, which graduated from test
markets to national distribution thls
spring, is off to a fast start Last year
in just 30% of the country, Zima sold

4 million cases, This year, Zima isex-

pected to sell more than 13 million
cases. That would put it on par with
Seagram's Wine Cooler, the second
- best-selling low-alcohol drink.

Zima has an alcohol content of
3.7% — about the same as a light
beer, Many regular beers reach 5%.
Production of the entire low-alcohol
drink category rose 8% last year, to
42 million cases, but it's expected to
leap to double digits this year.

“This Is a product that has taken
off like gangbusters,” industry ana-
lyst Robert S. Weinberg says. “Beer
hasn't given the consumer anything
new and exciting in a long time,...
This is a timely new product.”

And a host of competitors want to
capitalize, too. Coming as early as
this summer (o the nation's coolers:

» Clash, a clear malt beverage
from Stroh’s, enfering test marketsin
Colorado, New Mexico and Arizona
this summer; Stroh's officials will

test three ad slogans: "Skirmish
against the fray,” “In transparency
lies simplicity” and “Resist the usu-
al.” If young adults rush to buy large
quantities of Clash, watch for the

THE Z-MAN: Hns redundant pmch nspxred cunosrtyand lfted Zima qu:ddy
But he was stan:ngtogetlefy andnewadsareonmealr company says..

drink to be sold natjonwide in 1995.,

“Consumers have been teiling us the
mainstream regular brands just
aren't cutting it,”’ says Victor

Dzenowagis, new products director. .
» Kypler’s, from E&J Gallo Win-

ery. From the company that brought
consumers Bartles & Jaymes wine

coolers and the memorable “Thank *

you for your support” ad campaign,
comes a challengé to beermakers.

Kypler’s is being tested in New York,
. Michigan, Arkansas and Arizona, Ad
industry gossip says a campaign with
the s!ogan “Think you've seen every-
drink doesn't strike them as a gim.

thing?” is in the works. Industry

watchers say. Gallo has to. move *
. ally new, It's not just a twist on some-

quickly to protect its leadership in

the low-alcohol refresher market.
Bartles & Jaymes is still No 1 It sold.

15 million cases last year, .
» Miller, despite its disastrous ex-

firms it has a clear malt beverage in
development. Miller introduced
Miller Clear in early 1993 and spent
$12 million promoting and testing the
brand. It was a flop within months.
Miller. is waiting to see just how
much staying power Zima has.
-Beer makers are excited about
clear malit. Brew production was flat
fast year, after falling 2.5% to 188

million barrels, or $49 billlon, in
1892; E'.xperiments such as dry beer
-and flavored beers have had limited

success. Wine cooler popularity has

- been sliding since 1390,

. “Historically, brewers rfave pms-

. pered by kicking the hell out of each.

other to @ln market share,” Wein-
berg says: “You had to do that in'an

" industry that's been moving sideways.’

-If this new product stays hot, it could

be an answer to a lot of problems,
bringing new customers instead of-

stealing each other’s old ones.” . .-
" To the casual trend watcher, Zi
ma’s clear look appears way behind
the curve. Miller Clear died. Crystal

" Pepsi fizzled. Saturday Night Live.

parodied the whole clear idea with
its faux ad for Crystal Gravy — “t
don’tseeany lumps!i™ - ..

The key, say Z!ma ram, is that the;

mick. “It's a new product that'’s actu-
thing” Murphy says.

It took three years of mearch to
come up with something totally new, "

- says Demlow of Coors. Armed with
perience with Miller Clear beer, con-..
drinkers wanted an alternative to

1991 consumer research indicating

beer and wine coolers, a 20-member-
team in Golden, Colo., went to work.

The result: a clear, malt-based,
lightly carbonated and brewed drink -
Coors has trademarked as Clear-

. Malt. It doesn’t smell like beer, foam

like beer or look like beer. .
+ Zima's ribbed bottle was bom
when one team member went to Eu-’

rope on vacation. He spied a ribbed

glass in a cafe, swiped it and hustled
it back io the lab, A professional
naming frm in California came up
with “Zima” (from a Russian word
for winter). And Foote, Cone & Beld-
ing last year created a marketing

Cent™d)
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. blitzol TV, radlo and print ads in that
memorable-if-annoying Z-language:

-+ "What iz it? It's zophisticated ..
not so zweet; and it's clearsoyou

-can zee through it and check out

. Wwhat's going on in the rest of the
_room even while you're drinking it."

" Zima is backed by an estimated
$50 million ad campaign — as much
as Coors spent on its lead brand

.,Coors Light last year.

+ :Beverage analyst Tom Pirko, of
Bevmark, says that marketing mon-
ey is making Zima a hit Once every-
one who is curious has tried it a few
times, he says, the weird beerlike
beverage category will go the way of

~48-

the wine cooler: & hot but brief fad
drink du jour. “What I sée now s still
the curiosity phase.”

Coors itself is not overly confident.
The company already is tinkering.
Officials are considering a price cut
~— a six-pack costs $5 to $6 — to keep
the interest of value-conscious con-
sumers. They're also planning 12~
packs and 22-ounce bottles in the
hope of attracting more men. Cur-
rently, 55% of Zima Is drunk by
women, -

And new ads are on the way —
low on the Z-language. Watch for
new “lifestyle” ads showing young
hip rooftop barbecuers enjoying
Zima. “The Z-spokesperson was
great to start out with, He really cut
through the clutter,” Demlow says.

-“But he was starting to get Zlly.” .
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contain. The right answer: It shoukdn’t.
’I'hnmnaﬁtmkholdhackmw%,
wbemfedenlhwmmmedwmmt

ing the alcohol content of their beer if
m: could compu'e it w1th other

ggehatxfthcyd}dﬂghatbnmuthat
government's?

The answer to that question is supplied
by government lawyers, who are quoted
as saying the su of such infor-
mt:onre:ﬂects

rectly, andlet'snotfmgetthathngrus
t@ﬁ?amzhigharmopomonofnmnna
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