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HORING — NOU 2003:22 FORVALTNING FOR FREMTIDEN
Vi viser til Finansdepartementets ekspedisjon av 24. september 2003.

Helsedepartementet har {olgende merknader til utredningen i forhold til tobakksprodukter og
tobakksindustrien:

Vi viser ogsi til vedlagte uttalelse i brev av 28. november 2003 fra Sosial- og helsedirekto-
ratet. Vi slutter oss til direktoratets uttalelser. Nedenfor falger ytterligere kommentarer til
utredningen fra Helsedepartementet.

Etiske retningslinjer for Statens petroleumsfond er en meget viktig og prinsipiell sak. Helse-
departementet ser positivt pd at det er foretatt en utredning av dette sparsmilet.

Utredningen fremsetter forslag til flere mulige virkemidler for & fremme det etlske grunnlaget
for Petroleumsfondet:

1. Eierskapsutevelse

2. Negativ filtrering

3. Uttrekk av selskaper

Utvalget skiller mellom utelukkelse av "uetiske” produkter eller produksjonsprosesser og ute-
lukkelse av selskaper pd grunn av uetisk atferd eller opptreden.

Utvalget definerer negativ filtrering slik at det legges ut filtre for & identifisere aktuelle sel-
skaper og utelukker disse fra investeringsuniverset. Hensikten er 4 ta ut selskaper fra en inves-
teringsportefelje pd grunnlag av nzrmere definerte kriterier.
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Utvalget foreslar at selskaper som er involvert 1 grove brudd pé grunnleggende etiske normer,
kan bli utelukket fra Petroleumsfondet etter en konkret vurdering. Utvalget foreslar videre at
dette kan gjores gjennom i videreutvikle dagens uttrekksmekanisme. Formalet med uttrekks-
mekanisme er det samme som for negativ filtrering, 4 utelukke selskaper som er medansvarlig
for s& uetiske forhold at det er uakseptabelt for Petroleumsfondet & medvirke til slik virksom-
het.

Tobakksprodukter og tobakksindustrien er omtalt i utredningen i forholdt til negativ filtrering
og uttrekk. Helsedepartementets kommentarer retter seg mot disse to formene for virkemidler.

1. NEGATIV FILTRERING

Bruk av tobakk farer i dag til noen av de sterste helseproblemene i verden som kan forebygges.
For 3 &r siden beregnet Verdens helseorganisasjon (WHO) at tobakk dreper ca 4 millioner av
verdens befolkning hvert ar. WHO har nylig revidert sine tall, og regner 1 dag med at tobakk tar
4,9 millioner liv i &ret. Dette medfarer i felge WHO at prognosene om at 10 millioner vil do av
tobakk i &r 2030 antakelig er alt for lave.

Tobakk er det eneste lovlige produktet i dag som tar livet av hver andre faste bruker, ved bruk
som forutsatt av produsenten. I tillegg kommer skadevirkningene for de som eksponert for to-
bakksreyken gjennom andres bruk (passiv reyking). Samlet antas det at tobakk tar livet av ca
8000 mennesker i Norge hvert r. I tillegg forer tobakksrelaterte lidelser til en lang rekke ikke-
dedelige lidelser som reduserer den enkeltes livskvalitet.

Tobakk er i tillegg sveert avhengighetsskapende, og de fleste som reyker har store problemer
med 4 slutte. Videre vet vi at ungdom er spesielt utsatte. Unge mennesker blir raskere avhengig.
Dernest er risikoen for alvorlige helseskader ved rayking sterre jo tidligere en person begynner
a royke. Tidlig reykestart reduserer lungenes funksjonsniva. En person som starter sin reyking
nér han er under 15 &r, har eksempelvis dobbelt sa stor risiko for & utvikle lungekreft som en
person som begynner i ¢n alder av 20 til 24 &r.

Disse kjensgjerningene har medfert at bruk av tobakk som produkt har en svart spesiell stilling
i dagens samfunn. Selv om det i utgangspunktet er et lovlig produkt, er og ber det vare under-
lagt szrlige restriksjoner. Helsedepartementet mener imidlertid at det er vanskelig 4 karakteri-
sere tobakksvarer som uetiske produkter ettersom de er lovlige i Norge, men uten tvil som hel-
seskadelige og avhengighetsskapende produkter.

2. UTTREKK AV SELSKAPER

Nar det gjelder uttrekk av selskaper p& bakgrunn av uetisk opptreden, er ikke Helsedeparte-
mentet enig 1 utvalgets vurdering.

Helsedepartementet mener at det i enkelte tilfeller er lite praktisk & skulle vurdere
enkeltselskaper opp mot en norm for uetisk opptreden. Departementet mener imidlertid at
grupper av selskaper ma kunne trekkes ut, for eksempel slik at man trekker ut hele
tobakksindustrien fra investeringsportefeljen.

Helsedepartementet mener at Petroleumsfondet ikke ber investere i internasjonal tobakksindu-

stri ut fra et etisk stdsted. Det vises til vedlagte uttalelse fra Sosial- og helsedirektoratet for en
utdyping av bakgrunnen for dette.
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3. AVSLUTTENDE BEMERKNINGER

Det er internasjonal konsensus om sammenhengen mellom tobakksbruk og ulike helseskadelige
og dedelige sykdomstilstander. Det samme gjelder avhengighet. Tobakksvarer er derfor under-
lagt en rekke restriksjoner i forhold til salg, markedsfering og produktutvikling. WHOs ramme-
konvensjon og nasjonale retningslinjer og lovgivning er utformet med tanke pé & begrense om-
fanget av helseskader og & unngé at unge begynner 4 reyke og dermed péferer seg et avhengig-
hetsproblem.

Det mi kunne fremfores at folgende aspekter ved tobakksindustriens virksomhet er uetisk:
» markedsfering av et skadelig og dedelig produkt
e produktutviklingen
e aktiv motarbeidelse av myndigheters forsek pa & begrense skadeomfanget

Helsedepartementet mener ut fra den dokumentasjon som det er redegjort for, at hele tobakks-
industrien m trekkes ut av investeringsportefaljen til Statens petroleumsfond av etiske grunn-
er.

Med hilsen

on Georg Lund e.f.
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Horing — NOU 2003:22 Forvaltning for fremtiden

Det vises til brev fra Helsedepartementet av 3. november 2003 der Sosial- og helsedirektoratet
{Shdir) bes om synspunkter vedrgrende ovennevnte. Helsedepartementet ber szerlig om
innspill til punktene som gjelder tobakksvarer og tobakksindustrien.

Konklusjon
Shdir mener at det er grunniag for & anbefale at man anvender negativ filtrering mot produkter

elter produksjonsprosesser som i seerlig grad har sosiale og helsemessige skadevirkninger.

Slik filtrering bar forankres i et bredt politisk konsensus, slik det kommer til uttrykk i
internasjonale konvensjoner og forpliktelser som Norge har patatt seg.

Negativ filtrering bar ramme tobakk. Dette begrunnes med de store helsgmessige skddene av

~ tobakk og Norges internasjonale engasjement for 4 begrense bruken av tobakk slik det

kommer til uttrykk i WHOs Framework Convention on Tobacco Cantrol.

Shdir statter videre bruken av uttrekk i forhold til selskaper der fortsatt eierskap medfarer
uakseptabel risiko for medvirkning til brudd pa grunnleggende etiske normer.

B 4
1. Etisk ansvar
Utvalget papeker at det & ha elerandeler i et selskap innebaerer etisk medvirkning tii selskapets
produks;on En plikt til ikke & medvirke til fremst:llmg av visse produkter innebzerer en plikt til

'~ ikke & ha investeringer.

Utvaiget sier videre at det ikke er like klart at eierne har ansvar for sefskapets handiinger og
atferd. For at et slikt ansvar skal foreligge, ma det vaere mulig for investoren a forutse
handlingen, dvs. at det ma veere en slags systematlkk eller arsakssammenheng mellom
selskapets virksomhet og handlinger. Etter var vurdering vil selskapets tidligere praksis og
strategi for fremtiden gi viktig informasjon om hvilken etisk risiko en eventuell investering

medfarer,

Dersom enkelte produkter anses som etisk uakseptable, bar man ikke investere i selskaper
som fremstiller dem. Det er urimelig & investere i et selskap for & pavirke selskapet til 4 slutte
med en del av dets produktspekter. Slike investeringer skjer med forventing om avkastning
giennom fortsatt vekst i selskaper som fremstiller etisk uakseptable produkter. Shdir statter
derfor utvalgets konklusjon om at siike selskaper i stedet bar utelukkes med negative filtre.

Shdir stetter ogsa bruk av uttrekk i forhold til selskaper som innebzerer stor etisk risiko. Vi vil
fremheve at produkter med stort potensial for sosiale og helsemessige skader fordrer szerlig

aktsomhet

Sosial- og heisedirektoratet - Forebyggmgsdwnsionen
Avdeling tobakk

Pasladr: Pb 8054 Dep. 0031 Oslo - Besoksadr: Umversnetsgaten 2, Oslo » Tel 24 16 30 0O

" Faks: 24 16 30 01 » Org nr.: 983 544 622 - postmottak@shdxr no -« www.tobakk.no



2. Bruk av virkemidler - ' ' ' N
NOU 2003:22 viser til tre ulike v1rkem1dler for etisk forvaltning av petroleumsfondet.

1. Eierskapsutcavelse
2. Negativ f:itrenng
3. Uttrekk

Shdir legger til grunn at Petroleumsfondet generelt vil utave eierskap for & pavirke selskaper til
a overholde grunnieggende etiske normer og intemasjonale konvensjoner. Det papekes i
utredningen at dette vil veere | samsvar med fondets langsiktige finansielle interesser. | det
gvrige vil vi derfor konsentrere oss om negativ filtrering og uttrekk.

Utvalget skiller mellom uetiske produkter og uetisk atferd. Negativ filtrermg brukes i forhold til
produkter eller bransjer som det ikke vil ha noen hensikt & forseke & pavirke, og som er sa
uetiske at man ikke vil medvirke til virksomheten.

Selskapene kan isolert sett uteve samfunnsansvar og opptre i overensstemmelse med etiske
normer. Dette vil imidlertid veere av underordnet betydning fordi det er produktene og/eller
produksjonsprosessene som i seg selv er uakseptable. Det er altsa produktene som er fokus
for negativ filtrering.

Etter utvalgets vurdering vil negativ filtrering vaere uegnet i forhold til firmaer som opptrer
uetisk. Dette skyldes blant annet praktiske problemer med & avdekke normbrudd, uklare
ansvarsforhold og at selskapers atferd endrer seg over tid. | tilfeller der selskaper er involvert i
grove brudd pé grunnleggende etiske normer foreslar utvaiget i stedet & anvende uttrekk.

. Dette er et vrrl;emrddei som brukes far & unnga at fondet medbvirker til uetlske handllnger i
~ - fiémtiden R VR
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Vurderinger om uttrekk skal ikke vaere en straffereaksjon mot tidligere overtramp, men bygge
pa vurderinger av selskapets strategi og praksis fremover i tid. Uttrekk ma derfor avgjeres pa
grunnlag av hvilken etisk risiko fortsatte investeringer medfarer.

Beslutning om uttrekk vil kunne treffes uavhengig av produktene selskapene fremstiller, men vi -
snsker & papeke at produkter med stort potensial for sosiale og helsemessige skader fordrer
seerlig aktsomhet.

3. Negativ filtrering av alkohol?

Alkohol medfgrer omfattende sosiale og helsemessige skader. WHO har anslatt at alkohol er
skyld i 4% av den globale sykdomsbyrden (regnet i DALYs). Til sammenltgnlng star tobakk for
4,1%.

De omfatiende sosiale og helsemessige skadewrknmgene og avhengighetspotensialet gjgr
alkohol til et etisk problematisk produkt. Det er derfor grunn til & sparre om Petroleumsfondet

~ skal investere i selskaper som produserer alkohol.

Utvalget understreker at negativ filtrering er et eieransvar, og at avgjerelsen om ftltrenng ma
forankres i folkevalgte organer. Det understrekes ogsa at Petroleumsfondets etikk ma ha en
demokratisk forankring som nyter legitimitet i befolkningen. Utvalget foreslar at kriteriene for
etisk filtrering bar baseres pa produkter som norske myndigheter arbeider aktivt for & begrense
eller forby internasjonalt. For a sikre legitimitet og konsensus anbefaler utvalget at de etiske
retningslinjene forankres i etiske prinsipper slik de er nedfelt i internasjonale konvens;oner

Norske myndigheter har fart en restriktiv politikk for & redusere alkoholkonsumet. Vi har et

omfattende lovverk for vern mot aikoholskader som omfatter reklameforbud,
bevillingsordninger, statlig vin- og brennevinsmonopol, restriksjoner pa salgs- og apningstider,
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aldersgrenser og promillelovgivning. -l tillegg er alkdholholdige produkter underlagt haye ~
avgifter, og staten har satset betydelige midler pa forebygging og opplysningskampanjer mot
alkohol, .-

Norge har dessuten engasjert seg internasjonalt for & begrense totalkonsumet av alkohol,
blant annet gjennom WHOs Alcohal Action Plan og WHOs Declaration on Young People and
Alcohol.

For & ivareta hensynet til legitimitel oy etisk farankring bar det foreligge en internaSJéna!
konvensjon pa alkoholfeltet scm kan danne grunniag for negativ filtrering. | fraveer av en slik
konvensjon er ikke kravet til forankring ivaretatt.

Dette er imidlertid ikke tii hinder for uttrekk av selskaper som preduserer alkohol dersom de
‘bryter grunnleggende etiske normer for eksempel giennom utilberlig markedsfaring eller
langsiktige strategier som medfarer stor risiko for omfattende sosiale og helsemessige skader i
sarbare grupper eller markeder.

4. Negativ filtrering av tobakk
Shdir mener at det er grunnlag for & anbefale at man anvender negativ filtrering mot produkter
eller produksjonsprosesser som i szerlig grad har sosiale og helsemessige skadevirkninger.

Dette begrunnes med de store helsemessige skadene av tobakk og Norges internasjonale
engasjement for & begrense bruken av tobakk, slik det kemmer til uttrykk i WHOs Framework
Convention on Tobacco Controrl.

4.1 Betydningen av WHOs rammekonvens;on

, Tobakksbruk'er den‘storste, forebyggbare dedsarsaken’i verden i ‘dag. 4,9 millioner- /e e
mennesker der arlig pga tobakksbruk, og prognosene tilsier en kraftig ekning i &rene som
kommer. Dette var grunnlaget for at det gjennom WHO ble tatt inititativ til en global avtale viet
tobakkskontroll og -forebygging. Etter fire &r med forhandlinger ble rammekonvensjonen om
forebygging av tobakksskader (Framework Convention cn Tobacco Control, FCTC) enstemmig
vedtatt av WHOs 192 medlemsland i WHOs Helseforsamiling i mai 2003. Norge jobbet hele
tiden for en sterk konvensjonstekst med klare feringer og forpliktelser.

Det kreves at 40 land ratifiserer konvensjonen far den trer i kraft. Pr. 17. november har 77 land
signert konvensjonen, og dermed markert politisk stette og en intensjon om & ratifisere. 5 land
har ratifisert, blant dem Norge.

Konvensjonen tar sikte pa & kontrollere tobakksproduksjon, -cmsetning og -forbruk. Landene
forplikter seg til & implementere omfattende reguleringer og strategier for & redusere
tobakksbruk. Dette kan skje gjennom avgifter, helsefaremerking, forbud mot eller strenge
restriksjoner pa reklame, beskyttelse mot passiv reyking, produktregulering og forbud mot salg
av tobakk til mindrearige. Videre oppfordres landene til & bruke lovverket for & stille
tobakksindustrien til ansvar for kostnader knyttet til tobakksbruk, samt sarge for finansiering av
nasjonale programmer for forebygging, reykeslutt og informasjon. De internasjonale
forpliktelsene omfatter teknisk, vitenskapelig og juridisk samarbeid, samt samarbeid om

tiltak for & begrense eller bekjempe smugling.

Konvensjonen ventes 4 bli et av de viktigste verktayene innenfor internasjonal
tobakksforebygging i mange ar framover. Tidligere generaldirekter i WHO, Gro Harlem -
Brundtland, kalte vedtaket et historisk gyeblikk for den globa_le folkehelsen. Prosessen som
startet i 1999 har i seg selv vaert med pa & sette sokelyset pa tobakksforebygging i aile
landene som har deltait, og ikke minst framhevet wktlgheten av internasjonalt samarbeid pa
omradet.
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4.2 Argumenter for negativ filtrering -
Tobakk og helseskader

Bruk av tobakk farer i dag til noen av de sterste helseproblemene i verden som kan fore-
bygges. For f& &r siden beregnet Verdens helseorganisasjon (WHO) at tobakk dreper ca. 4
miilioner av verdens befolkning hvert ar. WHO har nylig revidert sine tall, og regner i dag med
at tobakk tar 4,9 millioner liv i aret. Dette medferer i felge WHO at prognosene om at 10
miliioner vil d@ av tobakk i ar 2030 antakelig er alt for iave.

Tobakk er det eneste lovlige produkiet i dag som tar livet av hver andre faste bruker, ved bruk
som forutsatt av produsenten. | tillegg tar produktet hvert ar livet av ca. 350-550 mennesker
som blir eksponert for tobakksrayken gjennom andres bruk. Samlet antas det at tobakk tar livet
av ca. 8000 mennesker i Norge hvert ar. | tillegg farer tobakksrelaterte lidelser til en lang rekke
ikke-dadeiige lidelser som reduserer den enkeltes livskvalitet. Disse kjensgjerningene har
medfart at tobakk som produkt har ‘en svaert spesiell stilling | dagens samfunn, Selv om det i
ulgangspunktet er et lovlig produkt, er og bar det veere underlagt seerlige restriksjoner.

Tobakk er i tillegg sveert avhengighetsskapende, og de fleste som rgyker har store problemer
med a slutte. Videre vet vi at ungdom er spesielt utsatt. Unge mennesker blir raskere
avhengig. Dernest er risikoen for aivorlige helseskader ved rayking sterre jo tidligere en
person begynner a reyke. Tidlig reykestart reduserer lungenes funksjonsniva. En person som
starter sin r@yking nar han er under 15 ar har eksempelvis dobbelt sa stor risiko for & utvikle
lungekreft som en person som begynner i en alder av 20-24 ar.

5. Uttrekk av tobakk — eksempier pa uetisk opptreden

Shdir statter videre bruken av uttrekk i forhold til selskaper der fortsatt eierskap medferer

uakseptabel risiko for medvirkning til brudd pa grunnleggende etlske normer.
Bt TR e Ui e
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| NOU' 2003 22 blir det framf;an at man kan vurdere uttrekk bare der det forellgger

- Grove eller systematiske krenkelser av mennekserettighetene som for eksempet drap, tortur,
frinetsberavelse, tvangsarbeid, de verste former for barnearbeid og annen utbytting av barn

- Alvorlige krenkelser av individers rettigheter i krig eller konfliktsituasjoner

- Alvorlig miljgskade .

- Grov korrupsjon

- Andre szerlige grove brudd pa grunnleggende etiske normer

Punktet "szerlig grove brudd pa grunnleggende etiske normer” ber ramme selskaper som
driver utilbarlig markedsfering av helseskadelige produkter, motarbeider offentlige
myndigheters arbeid for & begrense sosiale og helsemessige skader av produkter,
undergraver eller feiltolker vitenskapelige funn for & forhindre restriksjoner pa omsetning av
produkter med sosiale og helsemessige skadevirkninger, driver produktutvikling av
helseskadelige produkter rettet mot ungdom, sérbare markeder eller spesielt utsatte grupper.
Dette er omrader tobakksselskapene rammes. .

Dette begrunnes i det falgende. Direktoratet fremhever at dokumentasjon om
tobakksindustrien og tobakksvarer er sveert omfattende. Dette gjelder szerlig den
informasjonen som er fremkommet gjennom frigitte, tidligere interne dokumenter fra den
globale tobakksindustrien. Dette notatet tar derfor sikte pa & sammenfatte noe av den
dokumentasjonen som er szerlig relevant for denne prablemstillingen. Dokumentasjonen
bygger i forste rekke pa rapporter som er utarbeidet pa bakgrunn av nevnte dokumenter fra
tobakksindustrien. Dette er i farste rekke rapporter utarbeidet av Verdens Helseorganisasjon
som under den 54. Helseforsamlingen i 2001 vedtok resolusjon WHA 54,18 om *Transparency

_in tobacco control process”. Denne resolusjonen bestemmer at organisasjonen forplikter seg til

a fremskaffe og offentliggjere informasjon om tobakksindustriens aktiviteter globait og
regionalt. Flere sentrale rapporter fglger som vedlegg til notatet.



Det ma videre kunne hevdes at utstrakt bruk av barnearbeidere i tobakksproduksjon innebzerer
et brudd pa OECDs retningslinjer for flernas;onale selskaper, samt pd ILOs trepartserklzering
for multinasjonale selskaper.

5.1 En ny PR-strategi

De siste drene har flere tobakkssselskaper brukt ressurser pa ulike PR framstrat for &4 vise at
det har skjedd store forandringer i bransjen’. Underteksten er at fordi brans;en na har endret
seg, bar den ikke dammes for tidligere aktiviteter. Det er derfar grunn til & undersoke hvorvndt
bransjen har endret seg.

Dekumentasjonen i det f;algende viser at selskapene ikke har endret seg pa vesentlige
punkter, og kan fglgelig ikke viske ut flere artier med bevisst villedning ved hjelp av en ny PR-
strategi. Det er ingen grunn til & anerkjenne bransjen nar den na godtar grunnleggende fakta
om rayking og helse — som at rayking forarsaker kreft — nar dette har vaert fastslatt i legitim
forskningslitteratur i 40 &r. Selv i dag finnes det fortsatt noen tobakksselskaper som benekter
dette.

Bransjen bar heller ikke anerkjennes for innremmelsen av at nikotin er avhengighetsskapende,
nar den samtidig hevder at stoffet er avhengighetsskapende pa samme mate som nettsurfing
eller shopping kan veere. Tobakksindustriens utforming av antireykekampanjer rettet mot barn
0g unge, er utviklet med hensikt & {& rgyking til & virke mer voksent og felgelig enda mer
attraktivt for unge mennesker.

Etter & ha vurdert de pastatte holdningsendringene hos Philip Morris, BAT, Japan Tobacco,
imperial Tobacco og Gallaher | 2000 oppsummerte helsekom|teen idet bntlske underhuset
-den: angivellge forandrmgen slik:r TSl g e U s e ST U
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“It seems to us that the companies have sought to undermine the sc}entiﬁc:_consensus until
such time as that position appears ridiculous. So the companies now generally accept that
smoking is dangerous (but put forward distracting arguments to suggest that epidemiology is
not an exact science, so that the figures for those killed by tobacco may be exaggerated); are
equivocal about nicotine's addictiveness; and are still attempting to undermlne the argument
that passive smoking is dangerous.” i[1] View reporf®

5.2 WHO og tobakksindustrien

Resultater fra granskningsrapporten

Tobakksindustriens taktikker overfor WHO ble nylig avdekket i en rapport® fra organisasjonen.
Hovedfunn i rapporten:

- Tiitak for & vende oppmerksomheten bort fra arrangementer og tiltak i regi av WHO

- Forsek pa a redusere vitenskapelig budsjetter for WHO-prosjekter

- Splitte FN-organisasjoner | tobakkssparsmal

- Forsgk pa & overtale u-land tif & stemme mot WHOs tobakksprosjekter

- Tobakksindustrien har mistolket og fordreid vitenskapelig funn fra WHO -institusjoner

- Dlskredltenng av WHO som institusjon

YEt eksempel:
http://www.bat.com/aneweb/sites/uk 3mnfen.nsfhiwPagesWeblive/DOSPJJZB?0opendocument& DTC= 20031118&
IMP=1
Se ogsa rapport fra WHO ; hb:o Jiwww . who intlobacco/medial/en/tob-ind-monitoring02.pdf

House of Commons {UK] Health Select Committee, Second Report Session 1999-2000. The Tobacco Industry
and the Health Risks of Smoking. The Stationery Office, June 2000, para 54.
% http:/wwiv, who.inttobacco/mediafen/who _inquiry.pdf

at.
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The Boca Raton Action Plan " -
Dette var en strategiplan i regi av Philip Morris laget for & angripe WHO i forhoid til
prioriteringer pa regionalpian. Den inneholdt ogsa kritikk av strukturen og planlegging innad i
WHO. Planen bie igangsatt av Geoffrey Bible, den gang president i Philip Marris international
(né& director i Philip Morris Companies, Inc.) pa et mote i Boca Raton, Florida.

Strategier i U-land :
Industrien argumenterte for at forebyggende tobakksarbeid i regi av WHQ kun var tilpasset
arbeid i industrialiserte land, og vil derfor ga utover u-land bade gkonomisk og sosialt. Det ble
hevdet at kostnadene ved & implementere tilsvarende strategier i U-land vil overga den
helsegevinsten de eventuelt ville medfere. Tobakksindustriens aktiviteter omfatter intens
lobbyvirksomhet av FN delegater i ulike u-land, og det ble brukt straselskaper for & maibare
dette budskapet, som f.eks. International Tobacco Growers Association (ITGA).

“Uavhengig” kritikk av WHO o :
Industrien har brukt “uavhengige” akademiske institusjoner, konsulenter og journalister for &
undergrave WHOs integritet og vende oppmerksomheten fra tobakk til andre helsespersmal.
Personene og institusjonene er betalt av tobakksindustrien.

Verdenskonferanse om Tobakk og Helse
British American Tobacce (BAT) og Philip Morris initierte en kampanje for & undergrave
Verdenskonferansen om tobakk i 1992,

WHOs tilsvar

Som en reaksjon pa tobakksindustriens metoder vedtok WHOs helseforsamling resolusjon

54.18, der det fremgar at WHO skal framskaffe og offentliggjere informasjon om o
SerrEiE A ntabakksmdustnen ‘som dokumenterer at:industrien motvirker. medlemslandenes Cee TERLTIeN T Y
B 'tobakksforebyggende tiltak ("Transparency in tobacco control process”; se over) o

Tobacco Control Monitoring report* er et resultat av denne resolusjonen. Den tar sikte pa &
avdekke ulike forhold ved tobakksindustriens forretningsvirksomhet. Det slas blant annet fast
at Verdensbanken har avdekket at sigarettsmugling star for 6-8.5% av det totale

. sngarettkonsumet og at tobakksindustrien er aktivt involvert i smuglervirksomheten. Dette
gjeres delvis for & ske markedsandeler, og delvis for & unnslippe nasjonale skatter og avgifter.
Andre rapporter” statter dette. British American Tobacco (BAT) har veert involvert i storstilt
smuglervirksomhet i Asia, Afrika og Latin Amerika over lengre tid. Tobakksindustriens
medvirkning til smugling er videre detaljert gjengitt i en annen regional rapport fra WHQ?® -
*lllicit Tobacco Trade in the Middle East”. Her fremgar det blant annet at tidligere interne
dokumenter fra tobakksindustrien inneholder detaljerte beskrivelser av tobakkssmugling i
Libanon og Syria.

En annen WHO rapport "Tobacco Industry and corporate responsibility...an inherent
contradiction” fremhever ulike sider av tobakksindustriens aktiviteter. Rapporten finner at
industriens forebyggende ungdomskampanjer ofte er utformet for indirekte a rekruttere
ungdom. Den framhever videre at ved a fokusere pa ungdomsforebygging, gir
tobakksindustrien inntrykk av at de selv laser de problemene industrien er med pa a skape. |
virkeligheten, vil slike grep ta fokus bort fra tobakksforebyggende tiltak med dokumentert
effekt, slik som hoyere tobakksavgifter.

4 http://www.who.int/tobacco/media/en/tob-ind-rmonitoring02.pdf

® hitp:/iwww.ash.org.uk/?conduct , se ASH/Smuggling/BAT and tobacco smuggling
® http://www.&mro.who.int/ti/ TFliraniraq. pdf

7 http://www.who.int/tobacco/media/en/tob-industry.pdf
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5.3 EU og tobakksindustrien - -
EU kommisjonen samt ti medlemsland har saksekt flere multinasjonale tobakksselskaper pa
grunn av deres besk}eftlgelse med smugling av tobakksvarer. .

Det uttales felgende om grunnlaget for saksaniegget:
"The European Community and ten member states joined together to commence this civil
action to combat, deter and remedy an ongoing global scheme to smuggle cigarettes, launder
the proceeds of narcaotic trafficking, obstruct government oversight of the tobacco industry, fix
prices, bribe foreign pubiic officials, and conduct iltlegal trade with terrorist groups, and state
" sponsors of terrorism. Similarily the [Columbian] departments, have commenced this action to
address and remedy cigarette smuggling that fuels narcotics trafficking and money laundering
on a massive scale- a scheme that supports and finances foreign terrorist activity.”™

5.4 Tobakksindustriens uttalelser om helseskader med mer

For og nd

Etter hvert som kritikken av tobakksindustrien har tiltatt, har industrien forsvart seg med at de
na er ansvarlige bedrifter som gir fullstendig informasjon om sine produkter. Som alle
virksomheter bruker de multinasjonale tobakksselskapene betydelige summer pa veldedighet
og andre akiiviteter for & understreke sosial ansvarlighet (corporate social responsibility).
Phillip Morris gjennomfarer for tiden en global massemediekampanje hvor de understreker
transformasjonen til et ansvarlig seiskap.

Multinational Monitor® plasserte | &r 2000 BAT blant de ti verste multinasjonale selskapene.
Bakgrunnen for denne utmerkelsen er blant annet at det har blitt pavist at selskapet i flere tiar
har organlsen en glebal smugferwrksomhet

THEY ST -m m «Eni-rapport:frai2002 % wiser. at-industrien fortsetter i samme: spor<som tidligere.. Matenalet erliz

Lo uttalelser i en réttslig hering (initiert av’ Justisdepartémentet i USA) fra selskapene Phillip
Morris, R J Reynolds, British American tobacco (BAT), Lorillard og Brown & Williamson. Den
konkluderer med at til tross for forsek pa & framstille seg som nye og ansvarlige selskaper,
fortsetter de starste tobakksprodusentene a benekte sannheten. De benekter vitenskapelig .
konsensus i forhold til helseskadene som reyking forarsaker, at passiv royking ferer til
helseskader og at nikotin er avhengighetsskapende. | tillegg har Philip Morris, R.J Reynoids og
BAT ikke akseptert bevis for sine aktiviteter i forhold tit kontroll med nikotininnhoidet i tobakk,
markedsfering mot barn og sdeleggelse av dokumenter.

| rapporten framkommer det blant annet at:

Fire av fem tobaksselskaper fortsatt stiller spgrsmal ved sammenhengen meﬂom rayking og
ulike diagnoser

At royking gker risikoen for lungekreft, hjerte- og karsykdommer, emfysem og andre
sykdommer er universelt akseptert av bade medisinske og vitenskapelige eksperter. Likevel
godtar fire av fem selskaper bare delvis disse fakta. De sier na at rayking ..."may contribute to
causing... diseases in some individuals.”

8 hittp:/iwww.ash.org.uki?conduct , se under "Racketeering legal action (RICQO) against tobacco companies for
smuggling”

hitp:/multinationalmonitor.org/mm2000/00december/enemies. htm|
10 Tobacca Industry Statements in the Depariment of Justice Lawsuil, Prepared for Rep. Henry A, Waxman, Minorly Staff Repon, Spedial Invesligations Division, Commitlee
on Government Reform
U.S. House of Representatives, Sept 17, 2002. URL; htig:iwaww. house govirelormyminfinves_tobaccofindex_daj.htm




Skandinavisk Tobakscompagni skriver | 2003: - . -

"Men det er ikke alle, der bliver syge af at ryge; nogle ger, andre ger ikke. Videnskaben har
endnu ikke givet os et endeligt svar pa, hvorfor det er sadan™"".

Fem av fern tobakksselskaper avviser at passiv rayking forérsaker sykdom hos ikke-raykere.

U.8 Surgon General, WHO og the American Medical Association har slatt fast at passiv
reyking er helseskadelig. Til tross for dette har alle fem tobakksselskapene indikert at de er
uenige i dette. WHO har pavist at tobakksindustrien aktivt har forsokt & sa tvil om IARCs (Det
internasjonale kreftforskningsinstitutiet) konklusjoner omn passiv reyk:ng '

Fire av fem vil ikke innremme at nikotin er avhengighetsskapende

Medisinske og vitenskapelige autoriteter er klare pa at nikotin er avhengighets-skapende.
Dette er ikke alle tobakksselskaper enige i. De mener den tilgjengelige informasjonen er
utilstrekkelig, og sammeniikner nikotinavhengighet med internettbruk og shopping.
Skandinavisk tobakscompagni skriver i 2003;

"Vi ved, at mange finder det svaert at holde op med at ryge. Nogle vil bruge udtrykket, at de -
bliver afhzengige af rygning. Vi mener, alle kan holde op med at ryge™

Andre forhold

Rapporten viser ogsa at noen tobakksselskaper fortsatt ikke innremmer veldokumenterte.
bedriftsaktiviteter. Til tross for dokumentasjonen i interne dokumenter fortsetter Phillip Morris &
benekte at de kan kontrollere nikotinnivaet i sigaretter. Tidligere forskningsdirekter ved Philip
Morris, William Farone har uttalt: .

WAL 1 wab r“The1 industry: employs‘two*prlnmpal’means -of: controlhng theenrcotlne levels:-1+"By:modification.. hf:u,

S sesnoete s and contfol of the “tobatco bleénd, the ratio of Burley™(air cured), Bright (flue™cured),
Oriental, stems,. expanded tobacco products and reprocessed tobacco products such as
.tobacco sheet made from stems and waste leaf. 2. By modification of the construction of the
cigarettet such as filter type, the type of filter material used, the number and placement of
ventilation holes, the density composition and porosity of the cigarette paper, the length and

diameter of the paper(,] and the types and amounts of flavor additives”. 2

En tidligere Associate Senior Scientist ved Philip Morris, lan L. Uydess, Ph.D., bekreftet at
~ Philip Morris brukte denne typen teknologi:

“In the case of nicotine, specific levels of nicotine would be targeted in the test products (test
-‘articles’) in a range that extended from '‘ultra-low’ (or even zero) nicotine deliveries, to
deliveries equal to, or slightly above that found in some of their own (or a competitor’s) ‘full-
flavor’ or ‘full-bodied’ products. This was done to examine how the smoker would react to
various nicotine leveis as a predictor of how well these products might do in the market”."

Andre eksempler fra rapporten
I juni 2002 avdekket en domstol i Caiifornia at R.J Reynolds har markedsfert sigaretter mot
barn i magasinreklamer, og gav selskapet en bot pa 20 millioner dollar.

" www.prince.dk , 20. ocktaber 2003

2 William Farone, The Manipulation and Control of Nicofine and Tar in the Design and Manufacture of Cigarettes: A
Screntmc Perspective (Mar. 8, 19986) (online at http://www.courttv.com/legaldocs/businessitobacco/statements. himl),

3 Declaration of lan L. Uydess (Feb. 29, 1996) {online at .
http:/fwww.courttv.com/legaldocs/business/ftobacco/statements.htmi).
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5.5 Sarlig om kjennskap tii a\:hengighet -
| en amerikansk kongresshering i 1994 sverget direkterene i de syv stgrste amerikanske

tobakksselskapene, at nikotin ikke var avhengighetsskapende™. Industriens interne
dokumenter viser derimot at selskapene har visst om avhengigheten siden midten av -
sekstntallet15

“Moreover nicotine is addictive. We are, then, in the business of sellmg
nicotine, an addictive drug.”’®

| vavhengige internasjonale forskningsmiljeer er det bred enighet om at nikotin er et av de
mest avhengighetsskapende stoffene som finnes'’. Industrien har veert kjent med nikotinets
avgjerende betydning for forbruket siden 60-tallet. Offentlig stiller de fortsatt sparsmaistegn
ved avhengigheten - i rettssaker, i intervjuer og pa sine egne offisielle web-sider’®.

"Vi ved, at mange finder det sveert at holde op med at ryge. Nogle vil bruge udtrykket, at de
bliver afhzengige af rygning. Vi mener, alle kan holde op med at ryge. Millioner af mennesker
verden over holder hvert ar op med at ryge, alene fordi de beslutter S|g for at gere det og
saetter viljestyrke bag beslutningen.”™®

- | den grad de innremmer at nikotin er avhehgighetsskapende', pekér de pa at dette ogsé
gjelder mederne fenomen som internett, shopping og setsaker:

“If they are behaviourally addictive or habitforming, they are much more like caffeine, or in my
case GummyBears. | love Gummy Bears ...and | want gummy bears and | eat Gummy Bears
and | don't like it when | don't eat my Gummy Bears, but I'm certainly not addicted to them."®

3 v auNikotinnivaet:ittobakidsvarerrer- lkke tllfeldlgwaigtw For. mye-nikotin:giry en-harsk 'smak:som:gjari- s mnre
e e i dat vanskelig for nybegynnere 4 venne 'seg’ til '& reyke! For lite"nikotin"gjer at faerre -blir™" - >~
avhengige. Industrien har derfor manipulert nikctininnholdet i sigarettene for & finne et optimalt
niva. Industrien benekter at de manipulerer nikotinnivaet. | de interne dokumentene kommer
det tydelig fram at man under produksjonen kan bestemme nikotinnivaet med industriell

presisjon:

“Certainly, the nicotine level of B&W cigarettes {...) was not obtained by accident (.. .) we can
regulate, fairly precisely, the optimum level of nicotine nicotine and sugar levels to almost any
desired level management might require (...)."*'

5.6 Saerlig om Phillip Morris og passiv rayking

Dokumenter” som er funnet viser at Philip Morris International (PMI) har funnet pa og satt i
gang kontroverser om passiv reyking biant annet ved betalt forskning og ved & infiltrere
troverdige forskningsmiljger og politiske institusjoner.

Et dokument er fra et mete i 1988 der PMI presenterer en strategi for a rekruttere forskere for
& motsi vitenskapelig bevis om passiv rgyking. Hensikten er: "to keep the controversy alive”.
Dokumentet viser ogsa hvordan strategien ble gjennomfart.

¥ hitp:/www jeffreywigand.com/insider/7ceos html (utskrift av rettsprotokollen, samt videoopptak)
15 hnp Htobaccofreedom.org/issues/documents/landman/addictive/index. himl
A Yeaman, Implications of Battelle Hippo 1 & 11 and the Griffith Filter, 1963,
" Nicotine Addiction in Britain, A report of the Tobacco Advisory Group of the Royal College of Physicians. 2000
8 www brownandwilliamson.com og http./fwww.prince.dk/sw308.asp
** hitp://www.prince. dk/sw309. asp, 2003 .
® James Morgan, President i Philip Morns US tebacco division; 1997
218 Griffith, Letter to John Kirwan, B.A..T, 1963
2 hitp:fiwww.ash.org,uk/?conduct se lndustry conduct/ Philip Morris and passive smoking

_9- ;



Et annet dokument viser PMis génerelle strategi om passiv rayking. DCette viser hvor mye
ressurser seiskapet har brukt pa dette emnet, se serlig kapltlene om mformaspn og juridiske
grep som bie planlagt.

Et tredje dokument omtaler "Whitecoat” prosjektet som omhandlet rekruttermg av leger og
forskere som skulle betales for & sa tvil om reyking og helseskader

Et fierde dokument omtaler rekruttering av sannhetsvitner om PMis syn pa tobakk og
helseskader det sakalte "Witness development programme”.

Et femte dckument viser resultatene av "Whitecoat” prosjektet:

- Betalte eksperter har veert spesialradgivere overfor komiteer i det engelske parlamentet.
- The Lancet har blitt infiltrert S
- 1ARC har bilitt infiltrert

- - Etablering av et spesialprosjekt for 4 samle “ekspertise” om innekiima
- Helsemyndigheter i midt-esten har engasjert spesialister fra tobakksindustrien som radgivere
- Forskning om andre faktorer enn passiv reyking som &arsaksfaktor for lungekreft — for
eksempel fugler

Et document viser mélsetningen til PMI som var & "become THE scientific authority on a wide
range of human concerns, thus putting itself above WHO, FAO and other organisations who
restrict themselves to narrower fields"

5.7 Situasjoneniu-land -
Dfadstaﬂene stigeri u- Iand23

'.3 .
S av r;aykmg DeT viser en ny beregmng foretatt for hdssknftet The Lancet den 13 september s
2003. Antaliet dedsofre i industriland var 2,43 millicner og i utviklingsland var det 2,41

millioner. )

Dadstallene i industriland er fremdeles starst, men antall rgykere i u-land er nd mye heyere.
Man regner med at det er 930 millioner regykere i u- land mot 170 millioner raykere i i-land.
Forskjellen kemmer av at antall reykere har gatt ned i i-land, mens antallet har gkt eksplosivt i
u-land. Dadsstatistikken avspeiler andel raykere for to-fire artier siden. Det er den tiden det tar
& utvikle for eks. lungekreft ellers KOLS. Hjerte- og karsykdommer inntrer betydelig tidligere.

En viktig forskjell mellom u-land og i-land er videre at de som reyker i u-land der tidligere — i
aldersgruppen 30-69 ar,

Framgangsmate i u-fand

“Profits Over People” er en rapport fra 17. desember 2002 som viser at internasjonale
tobakksselskaper har |gangsatt omfattende kampanjer for 4 motwrke tiltak mot rayking i
denne regionen. Rapporten® wser bi.a at: .

- Forskere i hele Latin-Amerika ble betalt for a desinformere om passiv reyking og
helseskader
- Industrien utviklet ungdomskampanjer for & utsette lovregulering

- Industrien hadde detaljert kunnskap om smuglernettverk og deitok aktivt i planiegging og
utnytteise av disse
- Industrien hadde innflytelse og kontakter blant politiske nekkelpersoner. Lovgivning om

23 www.tobaksfakta.org
http://inews.bbc.co.uk/2/hi/health/3099936.stm
2 hitp:/fwww.who.int/tobacco/policy/paho/en/
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tobakk ble svak i en rekke land i regionen pa grunn av nettopp dette. -

Afrika - viktig strategisk omrade

imperial Tobaccos sjef Gareth Davis sier " Africa is a key target for Imperial which is
increasingly pushing for further international expansion.” Han argumenterer for hvor bra dette
er for Afrika: “Our initiatives include the provision of sanitation, heaith and education facilities
as well as providing jobs and local revenue. Our African factories work close with their Iocal

communities, often including community leaders on their advisory boards”.®

Tre flerdedeler av tobakksdyrking skjer i u-land. Det afrikanske landet Malawi er rangert som
et av de 10 fattigste i verden. Men Malawi er ogsa en av verdens storste
tobakkspredusenter. Ingen annen nasjon pd jorda er mer avhengig av tobakk enn Malawi: 70
prosent av landets eksportinntekter skriver seq fra tobakksravarer.

Sa lenge verden etterspar tobakk og prisene er hgye, vil Malawi og andre land fortsette &
vaere avhengige av & dyrke tobakk. Malawi og Zimbabwe star til sammen for 94 % av
eksportinntektene for tobakk i Afrika. Mange blir "tvunget” til & dyrke tobakk i stedet for mat
og andre landbruksvarer fordi det lanner seg & dyrke tobakk. .

Men dersom dette virkelig lenner seg, hvorfor er da Malawi fremdeles blant de 10 fattigste
nasjonene i verden? Prisen pa tabakk er hayere enn for andre produkter, men store
mengder dyr kunstgjedsel, plantevernsmidler og arbeidskrevende produksjon farer til mindre
profitt. . ‘

Sérbare okosystemer
U-land har sarbare skosystemer, og mange mangler helt elier delvis en mifjglovgiving

gyt iz oglellermulighietttil a-handheveislike.reguleringeraMiljskonsekvensénéieristorefiverdenss. o thasim - fr v am

* 7T et énn 30 tobakKsprodusérende land: For &larke tobakkén brukes ved: Tobakksdyrking ™ = =

S IR

stér i snitt for 4,6 prosent av den totale avskogingen i tobakksdyrkende u-land. | Malawi gar
en tredel av all skogen sem hogges til tarking av tobakk, og i flere omrader ferer
snauhogsten til jorderosjon og arkenspredning. 1 tillegg spreytes det med det kontroversielle
spraytemiddelet DDT og andre giftige plantevernsmidler. Det biologiske mangfoidet gar tapt,
og matjord- og vann bilir forurenset.

Barnearbeid

Malawi regnes som et av de landene i Afrika med sterst forekomst av barnearbeid, spesielt
pa tobakksplantasjane. 75 % av befolkningen i ett av verdas fattigaste land er avhengig av
tobakksdyrking. Arbeidere rekrutteres som leilendinger, og familier blir favorisert fordi det er
mer kostnadseffektivt nar hele familien kan jobbe. Hele 68 prosent av barni alderen 10-14
ar arbeider full- eller deltid sammen med foreldre pa plantasjer i Malawi. Dette utgjer ca. 22
% av tobakksarbeiderne.®®

5.8 Bevisst markedsfaring mot ungdom under.18 ar

En omfattende gjennomgang av dokumenter fra tobakksindustrien og fra rettssaker i USA
viser at tobakksprodusenter rutinemessig overvaker og forsker pa reykevanene til
tenaringer”’. | tillegg konkurrerer de intenst med hverandre om & utforme produkter og
markedsplaner for & f4 sterst mulige deler av ungdomsmarkedet.

Det er ikke lov & markedsfare tobakk mot ungdom under 18 &r i mange deler av verden.
Tobakksindustrien hevder derfor selv at de bare markedsferer seg mot voksne og etablerte

5 WHO Tobacco lﬁdustry Monitoring Report Oct, Nov; Dec 2002 s 41
® http:/fwww.globalink.org/tobacco/docs/na-docs/smokeandmirrors/SMOKE4 pdf
2 www.tobaccocontrol.com: K. M, Cummings, C. P. Morley, J. K. Horan, C. Steger, N-R. Leavell Tobacco

Control 2002; 11 (suppt I):i5-i17
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raykere. De sier at de reklamerer for-a opprettholde og utvide markedsandelene ved & -
oppfordre til voksne til & skifte merke.

268 av 5500 undersgkte interne dokumenter fra tobakksindustrien handler om eller har
overskrifter “under 18 ar ungdomsmarkedsundersekelser”. Industridokumentene viser at -
tobakksselskapene har overvéket reykevanene til tenaringer gjennom de siste tiara. Sitater
fra industriens toppledere refererer tit ungdom som en kilde til salg, og som en nadvendighet
for at tobakksindustrien skal cverleve.

"The base of our business is the high school student.”
- Tobakksselskapet Lorillards toppleder om merket Newporti 1978,

| 1981 skriver Phillip Morris i en intern rapport:

"It is important to know as much as possible about teenage smoking patterns and attitudes.
Todays teenager is tomorrow’s potential customer, and the averwhelming majority of
smokers first begin to smoke while still in their teens.”

Det er i de eldste dokumentene at ordet "tenaring” er brukt. | nyere dokumenter er dette ordet
byttet- ut med betegnelsen "unge voksne”. Markedsundersakelser viser at tenaringer ikke blir
tiltrukket s& mye av markedfering direkte mot dem. Derfor markedsfgrer industrien seg na
mat unge voksne.

De vet at dette gjer sigaretter mer tilirekkende for tenaringer ogsa, som liker & bli sett pé
som eldre enn de er. Det framstar. som "voksent” & rayke, og dette bruker industrien for &
rekruttere ungdom

e

s Ll RN et s L
I"det forégaende har vi iort sett referert tir tobakksindustfiensom en samiét enhet Mye av. 7
dokumentasjonen ramimer industrien som helhet, mens enkelteksemplene som er trukket fram
er brukt for a illustrere den samlede industriens praksis. Dokumentasjonen som er hentet fra
frigitte dokumenter i ulike amerikanske rettssaker rammer i hovedsak de stgrste amerikanske
tobakksselskapene. British American Tobacco (BAT), Brown and Williamson, -Lorrilard, Phillip
Morris international og R. J. Reynolds er de starste p4 det amerikanske markedet, men ogséd - -
blant de starste internasjonait. Sammen med selskapene Gallaher Itd (Storbrittannia) og Japan
tobacco (Japan) er disse de viktigste multinasjonale akterene. Norsk tobakksindustri er en del
av den internasjonale tobakksindustrien. Norske selskaper er med ett unntak enten heit eller
delvis eid av multinasjonale selskaper eller kun distributgrer, BAT eier for eksempel 26 prosent
av Skandinavisk tobakskompagni, som igjen eier Tiedemanns tobaksfabrikk. Phillip Morris
produkter (seerfig Marlboro) importeres og distribueres av selskapet Conrad Langaard as. R. J.
Reynolds produkter importeres og distribueres til Norge av Gunnar Stenberg as.

! hvitken grad kan eksemplene over karakleriseres som uetiske? ‘

Det er internasjonal konsensus om sammenhengen mellom tobakksbruk og ulike
helseskadelige og dedelige sykdomstilstander. Det samme gjelder avhengighet. Tobakksvarer
er derfor underlagt en rekke restriksjoner i forhold til salg, markedsfaring og produktutvikling.
WHOs rammekonvensjon og nasjonale retningslinjer og jovgivning er utformet med tanke pa &
begrense ecmfanget av helsekader og & unnga at unge initierer et avhengighetsproblem. Det
eksisterer dermed nasjonal og internasjonal enighet om & begrense bruken ev
tobakksprodukiene. Det bar derfor vaere grunnlag for negativ filtrering av tobakksselskaper

Gitt nasjonale og internasjonale malsetninger bak de ovennevnte restriktive tiltakene ma det
videre kunne betraktes som "...seerlig grove brudd pa grunnleggende etiske normer” nar
tobakksselskaper begar overtramp mot disse bestemmelsene. Det ma kunne fremfares at
felgende aspekter ved virksomheten er uetisk: '
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This report contains the collective views of an international committee of experts of the World
Health Organization. Members of such committees serve without remuneration and in their
expert capacities rather than as representatives of governments or other bodies. The committee
was convened by the Director-General to provide advice to her on the subject matter of the

investigation. As such, it does not necessarily represent the decisions or the stated policy of the
World Health Organization.




FOREWORD

Evidence from tobacco industry documents reveals that tobacco companies have operated
for many years with the deliberate purpose of subverting the efforts of the World Health
Organization (WHO) to control tobacco use. The attempted subversion has been elaborate, well
financed, sophisticated, and usually invisible.

The release of millions of pages of confidential tobacco company documents as a result
of lawsuits against the tobacco industry in the United States has exposed the activities of tobacco
companies in resisting tobacco control efforts. That tobacco companies resist proposals for
tobacco control comes as no surprise. What is now clear is the scale and intensity of their often-
deceptive strategies and tactics.

The tobacco companies’ own documents show that they viewed WHO, an international
public health agency, as one of their foremost enemies. The documents show further that the
tobacco companies instigated global strategies to discredit and impede WHO’s ability to carry
out its mission. The tobacco companies’ campaign against WHO was rarely directed at the
merits of the public health issues raised by tobacco use. Instead, the documents show that
tobacco companies sought to divert attention from the public health issues, to reduce budgets for
the scientific and policy activities carried out by WHO, to pit other UN agencies against WHO,
to convince developing countries that WHQO’s tobacco control program was a “First World”
agenda carried out at the expense of the developing world, to distort the results of important
scientific studies on tobacco, and to discredit WHO as an institution.

Although these strategies and tactics were frequently devised at the highest levels of
tobacco companies, the role of tobacco industry officials in carrying out these strategics was
often concealed. In their campaign against WHO, the documents show that tobacco companies
hid behind a variety of ostensibly independent quasi-academic, public policy, and business
organizations whose tobacco industry funding was not disclosed. The documents also show that
tobacco company strategies to undermine WHO relied heavily on international and scientific
experts with hidden financial ties to the industry. Perhaps most disturbing, the documents show
that tobacco companies quietly influenced other UN agencies and representatives of developing
countries to resist WHO’s tobacco control initiatives.

That top executives of tobacco companies sat together to design and set in motion
elaborate strategies to subvert a public health organization is unacceptable and must be
condemned. The committee of experts believes that the tobacco companies® activities slowed
and undermined effective tobacco control programs around the world. Given the magnitude of
the devastation wrought by tobacco use, the committee of experts is convinced that, on the basis
of the volume of attempted and successful acts of subversion identified in its limited search, it is
reasonable to believe that the tobacco companies’ subversion of WHO’s tobacco control
activities has resulted in significant harm. Although the number of lives damaged or lost as a
result of the tobacco companies’ subversion of WHO may never be quantified, the importance of
condemning the tobacco companies’ conduct, and taking appropriate corrective action, is
overriding.
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The committee of experts urges WHO and member countries to take a strong position
against the tobacco companies’ conduct as described in this report. This report contains a number
of recommendations aimed at protecting against the strategies employed by tobacco companies.
Among the most important of these recommendations are that: (1) member countries carry out
similar investigations into tobacco company influence on those countries’ tobacco control
efforts, (2) WHO monitor the future conduct of the tobacco industry to determine whether the
strategies identified in this report are continuing, and (3) WHO assist member countries to
determine what steps are appropriate to remedy tobacco companies’ past misconduct.

Some tobacco companies in the US have made public claims that they have reformed
their behavior and therefore need not be penalized for past misconduct. Such promises, even if
true, must not be limited to the industry’s conduct in a single country. It is not enough for
tobacco companies to now begin acting “responsibly” in the US, if they continue to use
unacceptable strategies and tactics in the rest of the world. If the strategies and tactics identified
in this report continue to be used internationally by tobacco companies, WHOQO must bring this
behavior into the world’s view. Member countries must also carefully assess the impact of past
influence of tobacco companies on the health and welfare of their citizens and consider
appropriate actions both to correct past misconduct and to deter future abuses.
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EXECUTIVE SUMMARY

A. Introduction

In the summer of 1999, an internal report
to the Director-General of the World Health
Organization (WHQO) suggested that there
was evidence in formerly confidential
tobacco company documnents that tebacco
companies had made “efforts to prevent
implementation of healthy public policy and
efforts to reduce funding of tobacco control
within UN organizations.” In response to
this report, Director-General Gro Harlem
Brundtland assembled a committee of
experts to research the once confidential,
now publicly available, tobacco company
documents,

The documents reveal that tobacco
companies viewed WHO as one of their
leading enemies, and that they saw
themselves in a battle against WHO.
According to one major company’s master
plan to fight threats to the industry, “WHQ’s
impact and influence is indisputable,” and
the company must “contain, neutralize,
[and] reorient”! WHO's tobacco control
initiatives. The documents show that
tobacco companies fought WHQO’s tobacco
control agenda by, among other things,
staging events to divert attention from the
public health issues raised by tobacco use,
attempting to reduce budgets for the
scientific and policy activities carried out by
WHO, pitting other UN agencies against
WHO, seeking to convince developing
countries that WHO’s tobacco control
program was a “First Werld” agenda carried
out at the expense of the developing world,
distorting the results of important scientific
studies on tobacco, and discrediting WHO
as an institution.

Tobacco company strategy documents
reveal the companies’ goals and tactics:

“Attack W.H.0.™?

“[U]ndertake a long-term initiative to
counteract the WHO's aggressive global
anti-smoking campaign and to introduce
a public debate with respect to a

redefinition of the WHO’s mandate.”

“[Bllunt [WHO’s] programme
initiatives.™

“[Try] to stop the development towards a
Third World commitment against
tobacco.™

“[A]llocate the resources to stop [WHO]
in their tracks.”®

“Discredit key individuals.”’

“[Contain WHO’s] funding from private
sources.”

“Work with journalists to question WHO
priorities, budget, role in social
engineering, etc.””

“[Recrient]/reprioritiz[e] IARC
[International Agency for Research on
Cancer] priorities/budget allocations.”'

“[Try] to change the very nature and
tone of the [WHO-sponsored}
conference.”!!

“[Establish] ITGA [International
Tobacco Growers Association] [as a]
front for our third world lobby activities
at WHO.”'?

“[Plersuade PAHO [Pan American
Health Organization] to take tobacco off
their list of priorities for this year.”l3
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“[IInhibit incorporation of ILO [UN’s
International Labor Organization] into
WHO Anti-Smoking ngram.”I4

“Split F.A.O. [U.N. Food and
Agriculture Or‘.cg,anization];’W.H.O.”15

This report serves as the final product of
the committee of experts’ research, to be
submitted to the Director-General for
review.

B. Methodology

The investigation focused on the
collection and review of tobacco company
documents made publicly available as a
result of US lawsuits against the tobacco
industry. The available documents come
from Philip Morris Companies, Inc. (Philip
Morris), R.J. Reynolds Tobacco Company
(RJR), Brown & Williamson Tobacco
Company (B&W), American Tobacco
Company (ATC), Lorillard Tobacco
Company (Lorillard), the Tobacco Institute
(TD), the Council for Tobacco Research
(CTR) and the British American Tobacco
Company (BAT). Unless specifically noted
otherwise, where the report refers to
“tobacco companies,” it is a reference to two
or more of these companies. The phrase
“tobacco companies” is not intended to refer
to any other companies not listed here.

In addition, a limited number of
individuals were interviewed, following
consultation with the Director-General. The
information provided by these individuals
served to clarify information already found
in the tobacco company documents.

C. Strategies and Tactics Used by
Tobacco Companies to Influence
WHO Tobaceo Control

The tobacco company documents
reviewed by the committee of experts reveal

that tobacco companies have focused
significant resources on undermining WHO
tobacco control activities and have used a
wide range of tactics to achieve their goal.
Evidence before the committee of experts
suggests that some of these strategies were
successful in influencing WHO activities,
while others were not. In some cases, the
committee of experts was not able to
determine the success of certain strategies
based on available information. In several
cases, where the committee of experts found
an incident or strategy described in the
documents to be particularly suggestive of
successful influence or illustrative of
tobacco company strategies and tactics, the
committee of experts included in the report a
longer case study of the incident or strategy.
(See Chapters IV-1X.)

+ Establishing inappropriate
relationships with WHO staff to
influence policy

In one of their most significant strategies
for influencing WHQ’s tobacco control
activities, tobacco companies developed and
maintained relationships with current or
former WHO staff, consultants and advisors.
In some cases, tobacco companies hired or
offered future employment to former WHO
or UN officials in order to indirectly gain
valuable contacts within these organizations
that might assist in its goal of influencing
WHO activities. Of greatest concern,
tobacco companies have, in some cases, had
their own consultants in positions at WHO,
paying them to serve the goals of tobacco
companies while working for WHO. Some
of these cases raise serious questions about
whether the integrity of WHO decision
making has been compromised. All of them
illustrate the need for rules requiring that
current and prospective WHO employees,
including consultants, advisors, and
members of expert committees, disclose any
ties to the tobacco industry.
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¢  Wielding financial power to influence
WHO policy

In several cases, tobacco companies
have attempted to undermine WHO tobacco
control activities by putting pressure on
relevant WHO budgets. Tobacco companies
have also used their resources to gain favor
or particular outcomes by making well-
placed contributions.

e Using other UN agencies to influence
or resist WHO tobacco control

The committee of experts’ research
reveals that tobacco companies attempted to
use other UN agencies to acquire
information about WHQ's tobacco control
activities and to interfere with or resist
WHO’s tobacco related policies. Most of the
tobacco companies’ efforts appear to have
focused on the Food and Agricultural
Organization (FAQ), but the documents also
reveal that tobacco companies targeted other
UN agencies, including the World Bank, the
United Nations Conference on Trade and
Development (UNCTAD), the United
Nations Economic and Social Council
(ECOSQC) and the International Labor
Organization (ILO), either directly or
through surrogates. Tobacco company
lobbying was aimed at influencing the FAO
to take a stance against WHOQO’s tobacco
control policies and to promote the
economic importance of tobacco as more
significant than the health consequences of
tobacco use.

¢ Discrediting WHO or WHO officials
to undermine WHQ’s effectiveness

Tobacco companies used “independent™
individuals and institutions to attack WHO’s
competence and priorities in published
articles, and presentations to the media and
to politicians, while concealing its own role
in promoting these attacks.

¢ Influencing WHO decision making
through surrogates

Documents in this study illustrate that
tobacco companies utilized a number of
outside organizations to lobby against and
influence tobacco control activities at WHO
including trade unions, tobacco company-
created front groups and tobacco companies’
own affiliated food companies.

Additicnally, delegates of member states
from developing countries were lobbied by
tobacco companies. The documents indicate
that tobacco companies believe that as a
result, an increasing number of delegates
from these countries have resisted WHO
tobacco control resolutions.

s Distorting WHO research

Tobacco company strategies and tactics
included manipulating the scientific and
public debate about the health effects of
tobacco. Tobacco companies secretly funded
“independent” experts to conduct research,
publish papers, appear at conferences and
lebby WHO'’s scientific investigators with
the intention of influencing, discrediting or
distorting study results. Their own agenda
was promoted through tobacco company-
funded symposia, counter-research and
scientific coalitions developed specifically
10 criticize studies used to support anti-
tobacco legistation. The most notable result
of this tobacco company strategy is the
misrepresentation of the 1998 study on
environmental tobacco smoke (ETS) by the
International Agency for Research on
Cancer (IARC). The tobacco company
distortion of these study results continues
today to shape public opinion and policies
surrounding the health effects of ETS.

e Media events
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The documents show that tobacco
companies staged media events to distract
attention from tobacco-related WHO events
such as the World Conference on Tobacco
OR Health.

o Surveillance of WHO activities

Finally, the documents show that
tobacco companies have carried out
intensive monitoring of WHO and its
Regional Offices to gather intelligence about
its tobacco control programs. In some cases,
tobacco companies have secretly monitored
WHO meetings and conferences, had
confidential WHO contacts, and obtained
confidential documents and information.

D. Case Studies

The following case studies offer specific
examples of many of tobacco company
strategies discussed in this chapter. These
case studies show that:

¢ One tobacco company targeted WHO as
part of a massive and far-reaching
campaign to subvert tobacco control
activities around the world.

* Tobacco companies have conducted an
ongoing, global campaign to convince
developing and tobacco-producing
countries to resist WHO tobacco control
policies.

¢ One tobacco company consultant
attacked WHO in the media and in
presentations to regulatory authorities,
without revealing his ties to tobacco
companies. This consultant was also
named to a WHO committee where he
attempted to use a WHO Regional
Office in tobacco company plans to
distract attention from a WHO-
sponsored conference.

s Tobacco companies attempted to stage
elaborate diversions from, and
disruptions of, a WHO-sponsored
conference on tobacco.

* Tobacco companies secretly funded a
temporary adviser to a WHO committee,
raising questions about whether WHO’s
international standard-setting activities
related to pesticide safety were affected.

e Tobacco companies carried out a multi-
million dollar campaign to halt or
influence the results of an important
1IARC study on the relationship between
passive smoking and lung cancer,
relying on consultants to conceal their
role.

Some of these cases raise serious
concerns about whether the integrity of
WHO decision making has been
compromised. Each case study includes
specific recommendations for WHO to
consider in preventing future tobacco
company influence.

1. The Boca Raton Action Plan

In November 1988, under the direction
of Geoffrey Bible, then President of Philip
Morris International (now Chief Executive
Officer of Philip Morris Companies Inc.),
top executives from Philip Morris’ regional
offices and its New York headquarters
convened in Boca Raton, Florida, to plan for
the succeeding year. The resulting Action
Plan - one of the publicly available tobacco
company documents - is a master plan for,
among many goals, attacking WHO’s
tobacco control programs, influencing the
priorities of WHO Regional Offices, and
targeting the structure, management and
resources of WHO. The Plan identified 26
global threats to the tobacco industry and
multiple strategies for countering each. First
among these threats was the World Health
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Organization’s tobacco control program,
addressed under the heading,
“WHO/UICC/IOCU
Redirection/containment strategies.,”

¢ Tobacco company surrogates to
“redirect WHO”

Tobacco company documents reveal that
in order to “redirect” WHO, Philip Morris
used its powerful food companies and other
non-tobacco subsidiaries, as well as tobacco
industry organizations, business
organizations, and front groups and other
ostensibly independent surrogates. These
organizations were used to influence WHO
directly and indirectly through the press,
national governments and international
organizations.

¢ Creation and use of ostensibly
independent organizations to gain
access to WHO

Much of the Boca Raton Action Plan
invalved the creation or manipulation of
seemingly independent organizations with
strong tobacco company ties. The
documents show that some of these
organizations such as LIBERTAD, the New
York Society for International Affairs, the
America-European Community Association
and the Institute for International Health and
Development, were used successfully to
gain access to dozens of national and world
leaders, health ministers, WHO and other
United Nations agency delegates.

o Mobilization of INFOTAB and
CORESTA against WHO

Another key element of the Boca Raton
plan was Philip Morris” decision to
transform the industry organizations
INFOTARB (International Tobacco
Information Center) and CORESTA
{Cooperation Centre for Scientific Research

Relative to Tobacco) into political
instruments and to mobilize them to lobby
against WHOC health advocacy programs.
The documents also illustrate that Philip
Morris used its regional offices and non-
tobacco subsidiaries to press business
groups like the International Chamber of
Commerce (ICC) to lobby the World Health
Assembly (WHA), WHO’s governing body,
and ILO. Additionally, Philip Morris
attempted to use FAQ, 1LO, and other
United Nations agencies, WHO Regional
Offices and Coordinating Centers, and the
governments of developing countries to
influence WHQO tobacco policies and WHA
resolutions.

¢ Boca Raton status reports

Details of the Plan’s implementation
were outlined in status reports prepared
every two months from January 31, 1989
through September 30, 1989. A final
summary followed on October 30™, 1989.
Under each of the 26 issues addressed in the
Plan was a list of accomplishments for each.
The reports refer to numerous detailed
appendices, which were originally attached
to the reports, but which are rarely included
in the electronic versions of the reports
available at the Minnesota Document
Depository or posted on Philip Morris’
document website. With considerable effort,
the commiitee of experts was able to locate
many of the attachments but several crucial
documents could not be located. Other
tobacco company documents were used to
fill in these gaps when possible.

The Boca Raton Action Plan appears to
have lasted for one year. It is unclear
whether similar master plans were adopted
in subsequent years, as the committee of
experts was unable to locate any such plans
in the public documents. There is, however,
evidence that elements of the Plan continued
well into the 1990s. The Plan itself provides
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insight into the magnitude and sophistication
of the ongoing opposition to WHO’s work.

The impact of the Boca Raton Action
Plan must be judged within the context of its
entire set of goals and strategies. The Plan
was remarkable in its scope, encompassing
26 wide-ranging and ambitious goals, to
which Philip Morris dedicated its top
executives, scientists, attorneys and
consultants. It was organized
internationally, coordinating all of the
company’s regional offices and using both
tobacco industry organizations and front
groups to accomplish an impressive list of
achievements.

As one of the world’s largest
multinational corporations, Philip Morris
had the advantage of an international
structure which is, in many ways, parallel to
that of WHO, with regional offices in
several of the same countries or areas of the
world, including Philip Morris’ research and
development center in Neuchatel,
Switzerland, near WHO headquarters.
These local offices allowed Philip Morris
personnel to develop relationships with
WHO and UN contacts, especially in
Geneva. Through at least one of these
contacts, Philip Morris was able to aid in the
adoption of a pro-tobacco amendment to a
WHA smoking and health resolution, as
described in Chapter V.

Philip Morris’ business interests and ties
to other tobacco companies enabled it to use
organizations such as the International
Chamber of Commerce (ICC) and the
International Tobacco Growers Association
(ITGA) to influgnce international agencies
that, in turn, have influence on WHO.,
Through surrogates, Philip Morris was able
to meet with numerous senior officials of
both national governments and international
organizations, including current and former
Director Generals of the ILO and FAO.

Perhaps more significant than any
specific policy achievement of the Boca
Raton Action Plan, however, was its
erection of elaborate and well-concealed
mechanisms for sustained opposition to
WHOQO. Today, a decade after these
mechanisms were set in place, it is likely
that they will soon be mobilized for action
against WHO’s Tobacco Free Initiative and
the proposed Framework Convention on
Tobacco Control. If these predictions are
correct, the Boca Raton Plan may offer more
than insight into the past: it may offer a
preview of what lies ahead,

2. The “Third World Issue”

As the 1970s drew to a close, tobacco
industry officials worried that WHO and the
anti-tobacco movement would use criticism
of tobacco industry activities in the
developing world to fuel a global campaign
against smoking. Quickly, tobacco
companies launched a massive campaign to
win developing countries’ attention and
assistance within the UN. Tobacco
company lobbyists attempted to foster the
concerns of officials from developing
countries, as well as economically oriented
UN agencies, about the economic
importance of tobacco to these countries.
Tobacco company representatives attempted
to convince developing countries that the
loss of tobacco as a cash crop would result
in economic destabilization in tobacco-
growing countries, significantly increasing
the burden of poverty and malnutrition in
tobacco-growing countries. According to
tobacco company documents, the companies
fostered the view that tobacco control was a
“First World” concern and that the damage
to health in the Third World from tobacco
control activities might exceed the toll from
tobacco use itself.

When tobacco industry officials first
became aware of international criticism of
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its activities in developing countries, they
perceived a sericus threat to long-term
profitability. At a tebacco company
conference in July 1980, a workshop taught
participants that “third world issues can’t be
'left for tomorrow to deal with' since they
affect the very basis of raw material
supply.”'® An anti-tobacco effort by
developing countries might limit tobacco
growing in such countries as Brazil,
Zimbabwe, and Malawi. Even more
worrisome was the possibility that the
countries of the United Nations might find
common purpose in attacking tobacco
companies, creating a universally appealing
enemy.

Faced with such a threat, industry
officials recognized the need to develop a
developing country strategy of its own. An
industry consultant proposed the following
goals:

“We must try to stop the development
towards a Third World commitment

against tobacco.

We must try to get all or at least a
substantial part of Third World countries

committed to our cause.

We must try to influence official FAQ

and UNCTAD [Unijted Nations

Conference on Trade and Development]
policy to take a pro tobacco stand.

We must try to mitigate the impact of
WHO by pushing them [sic] into a more

objective and neutral Qosition.””
[Emphasis in original.]

Throughout the 1980s and well into the
1990s, tobacco companies sought to
mobilize officials from developing countries
to advance a pro-tobacco agenda on the
world stage. The goal was for
representatives from UN member states in

the developing world — and not tobacco
companies themselves — to make tobacco’s
case within the FAO, WHO and other UN
bodies. This developing country strategy
was coordinated by an international
consortium of tobacco industry officials that
was first called ICOSI (International
Council on Smoking Issues) and later re-
named INFOTAB. Individual companies,
most notably Philip Morris and British
American Tobacco Company, also made
important contributions.

Although the documents reveal cnly a
part of the tobacco companies’ activities,
their strategy involved research, concerted
lobbying of diplomats from developing
countries, and extensive public relations.
Industry representatives contacted
government officials and UN delegates from
around the world. At meetings that followed
a common pattern, tobacco company
officials would provide presentations on the
economic importance of tobacco to
developing countries, providing research on
such topics as the “social and economic
benefit” of tobacco and the lack of
sustainable alternatives. Tobacco company
lobbyists also tried to build resentment
against the developed world, stressing that
tobacco-related illnesses were a concern of
rich countries, and that the developed
countries were unconcerned about the
economic realities or real health issues of
the developing world.

In this campaign, tobacco companies
made prominent use of the International
Tobacco Growers® Association (ITGA).
ITGA claims to represent the interests of
local farmers. The documents indicate,
however, that tobacco companies have
funded the organization and directed its
work. Through their persistent outreach to
officials from developing countries, tobacco
companies gradually built a base of support
within UN agencies and structures, most
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notably the WHA and the FAQ. Tobacco
companies then worked to turn this support
into action. Through contacts and influence
with numerous officials from developing
countries, the tobacco companies aimed to
promote their agenda within multiple UN
agencies and structures.

* Food and Agriculture Organization

Because FAQ’s agricultural activities
supported tobacco growing for many years,
by the late 1970s and early 1980s, tobacco
companies considered FAQO a “natural
ally”'s and a “pressure point for dealing with
WHO.”" In the 1980s and 1990s, by
appealing to delegates from developing
countries, tobacco companies sought to keep
FAQ’s support and use the agency to make
the case for the economic importance of
tobacco within the United Nations. Asa
result of lobbying FAO delegates from
developing countries, as well as FAO’s
Permanent Representatives, industry
officials believed they were successful in
gaining FAQ’s support at the UN in
resisting tobacco control efforts by WHO.
During this period the FAQ issued several
reports and statements that industry
representatives used to support their position
on the economic importance of tobacce for
developing countries.

e  World Health Assembly

Documents demonstrate that tobacco
companies sought to influence the outcome
of several WHA sessions. Tobacco company
representatives lobbied delegates from
developing countries to propose
amendments and resolutions aimed at
limiting the scope of the WHQ tobacco
contrel program. The case study focuses on
the 39™ 41%, and 45" World Health
Assemblies, held in 1986, 1988, and 1992,
respectively. These sessions were
characterized by a massive tobacco

company lobbying effort to get delegates
from developing countries to oppose new
tobacce control resolutions. In 1992,
tobacco companies celebrated the adoption
at WHA of a resolution — dubbed the
“Malawi Resolution™ - that led to the
creation of a so-called UN “focal point™ for
tobacco issues in the UN Economic and
Social Council (ECOSOC). Industry
representatives viewed this event as a
victory that would open new doors at the
UN to tobacco company arguments about
the economic importance of tobacco.

e  UN Economic and Social Council

The “focal point™ was directed to
coordinate a UN collaboration on tobacco
issues, including several UN agencies that
would be more receptive to tobacco
companies’ economic arguments. Taking
advantage of this opportunity, tobacco
companies continued the successful pattern
that they had long used as part of their
developing country strategy. Industry
representatives lobbied government
officials, UN delegates, and UN officials
about the economic importance of tobacco.
Although the focal point in ECOSOC was
closed down before producing any notable
achievements, industry officials believed
that they were successful in their attempts to
get FAO, once again, to take a pro-tobacco
position with ECOSOC.

Tobacco companies’ developing country
strategy involved extensive outreach to
government officials and UN delegates of
these countries. By pressing the economic
importance of tobacco and stirring
resentment against the developed world,
industry officials believed that they had
influenced delegates to alter WHO and FAQ
policy on tobacco. Rather than face world
condemnation for its actions in developing
countries, the tobacco industry benefited
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from these countries’ representation of
tobacco’s interests at the international level.

By the mid-1990s, tobacco company
documents show that industry
representatives believed their developing
country strategy had successfully led the
FAO to release pro-industry reports on the
economic importance of tobacco, had
inspired delegates from developing countries
to make pro-tobacco objections,
amendments and resolutions at the WHA,
and had countered anti-tobacco efforts at the
UN *“focal point” on tobacco.

The publicly available tobacco company
documents, which largely end in the mid-
1990s, do not reveal what further activities
industry representatives pursued to resist
tobacco control efforts through their
developing world allies. However, all
indications are that the developing country
strategy is still active and may play a role in
the tobacco company campaign against the
Framework Convention on Tobacco
Control.

Several recommendations follow this
case study. Among them are suggestions
that other UN agencies and national
governments examine influence by the
tobacco industry on their decisions and
programs, and that WHO raise for
consideration at the WHA some form of
disclosure of tobacco industry affiliations by
delegates. The committee of experts also
included a recommendation that WHQ learn
to counter tobacco company lobbying in
developing countries, while at the same time
seeking to address the legitimate economic
concerns of those states about the loss of
tobacco as a cash crop.

3. An “Independent” Critic of
WHO

A key part of tobacco companies’
strategy to undermine tobacco control
activities at WHO in the 1980s and 1990s
was to redefine the mandate of WHO, or at
least redirect its priorities away from
tobacco. To this end, tobacco companies
used “independent” academic institutions,
consultants, and journalists to undermine the
organization’s credibility, to question its
“mission and mandate,” and to divert its
priorities from tobacco control to other
health needs. These individuals and
institutions were, in fact, secretly paid by
tobacco companies to promote pro-tobacco
or anti-WHO opinions.

Many tobacco company documents
suggest that Paul Dietrich, an American
lawyer with long-term ties to tobacco
companies, played a significant role in this
element of the tobacco company strategy.
Dietrich wrote articles and editorials
attacking WHQ’s priorities, which were
published in major media outlets and widely
disseminated by tobacco company officials.
He also traveled around the world for
tobacco companies, giving presentations to
journalists and government officials on
WHO’s inappropriate spending and
priorities. No mention was ever made in his
articles and presentations that he received
significant tobacco company funding,

In 1990, Dietrich, while still working
with tobacco companies, was appointed to
the Development Committee of the Pan
American Health Organization (PAHO), an
organization that also serves as WHQ's
regional office for the Americas. While
there, the documents indicate that Dietrich
attempted to redirect PAHO’s priorities
away from tobacco. According to the
documents, he also played a role in getting
PAHO to produce and sponsor an important
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media event that was used by tobacco
companies to divert attention from the
WHO-sponsored 8™ World Conference on
Tobacco OR Health. Dietrich denies that he
ever knowingly participated in any tobacco
industry event or project, or that he was ever
paid by the tobacco industry for his work.

¢ Media seminars

One of the key public relations strategies
tobacco companies have employed over the
years is to invite a small number of selected
journalists to a conference where they hear
the views of people who will provide a
tobacco company viewpoint on topics of
importance to the industry. Paul Dietrich
made presentations criticizing WHO at a
long series of media seminars around the
world, sponsored by Philip Morris and BAT
between 1984 and 1992, The documents
show that the assembled journalists were
told that the experts making presentations
were entirely independent of the industry.

s  Media/political tours on behalf of
tobacco companies

Dietrich appeared not only at individual
seminars, but was invited by tobacco
company officials to tour whole regions
promoting an anti-WHOQO agenda to
government officials. During at least one of
these tours, he also gathered intelligence and
reported to the industry about tobacco
control activities in the region. In some
cases, he allowed his contacts to believe that
he was a tobacco control activist,

¢ Criticizing WHO in the print media

In the late 1980s, Dietrich began to
publicly attack WHO through the press.
From 1988 through to 1993, he wrote
numerous articles criticizing WHO in the
mainstream media, mainly in the US,
including the Wall Street Journal,

International Herald Tribune and
Washington Times. Dietrich’s relationship
to the tobacco industry was never mentioned
in any of the articles.

Most of the articles published by
Dietrich were timed to coincide with the
annuval sessions of the WHA, with the
apparent goal of influencing the debates and
resolutions of that body. The documents
suggest that Philip Morris played a role in
the publication and wide dissemination of
some of Dietrich’s articles, in furtherance of
its campaign to undermine WHO and
redirect its priorities away from tobacco
control.

¢ The Institute for International Health
and Development

Dietrich was the President of an
organization called the Institute for
International Health and Development
(ITIHD). The documents suggest that Philip
Morris and BA'T were involved with ITHD,
and made use of the organization and its
magazine, International Health and
Development, in their campaigns to
undermine WHO’s tobacco control
activities.

¢ The Pan American Health
Organization (PAHO)

In 1990, Dietrich was appointed to the
PAHO Development Committee. During at
least part of the period that Dietrich was on
the PAHO committee, the documents show
that he also billed a monthly consulting fee
from BAT. It was while at PAHO that
Dietrich may have had the most significant
opportunity to influence WHQ policies on
tobacco.

The documents suggest that Dietrich
used his position thete to try to redirect the
organization’s priorities away from tobacco,
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by focusing more attention on childhood
immunization and other diseases. A BAT
document in 1991 reported that: “Paul has
managed to persuade PAHO to take tobacco
off their list of priorities for this year.””
The documents also suggest that Dietrich
may have been able to use PAHO as an
unknowing front for the tobacco companies’
strategy to divert attention from the 8'
WCToH. (See Chapter VIL)

A PAHO official disputes the account
provided by the documents, insisting that
Dietrich had no influence over tobacco
policy there. Dietrich claims that he carried
out many of the activities described in the
documents, but that they were not conducted
for the tobacco industry.

¢ Relationship with and financial ties to
tobacco companies

Tobacco company documents provide
evidence of Paul Dietrich’s long association
with and financial links to tobacco
companies. According to the documents,
Dietrich and the institutions he operated
were at different times associated with the
Tobacco Institute, Philip Morris, and, most
significantly, BAT. Many documents show
that Dietrich and the organizations he
operated received significant funding from
tobacco companies. Indeed, tobacco
company documents include bills from
Dietrich to BAT. Another document refers
to Dietrich’s “expensive consultancy™' with
BAT.

The case study illustrates one of the
ways that tobacco companies, whose public
credibility is low, have their positions
publicly advocated by ostensibly
independent “third parties.” Although
Dietrich denies that his long-standing
campaign against WHO was funded by
tobacco companies or that he worked with
the industry on any of the projects described

in this case study, the documents paint a
different picture. The documents strongly
suggest that Dietrich had a long relationship
with members of the tobacco industry and
that tobacco companies used this
relationship to promote their anti-WHO
agenda.

The fact that Dietrich had such a
relationship with tobacco companies raises
concerns about his appointment to a
committee at PAHO. The commiittee of
experts believes that there are significant
conflict of interest issues raised by holding a
position on a PAHO committee while
simultaneously working for the tobacco
industry, and has made a series of
recommendaticns to help ensure that such
conflicts do not arise.

4. 8th World Conference on
Tobacco OR Health

A review of internal tobacco company
documents relating to the 8" World
Conference on Tobacco OR Health
(WCToH), held in Buenos Aires in 1992,
shows that BAT and Philip Morris, the two
largest private tobacco companies, initiated
a campaign to undermine the Conference,
using an extraordinary range of tactics, some
of which might be termed “dirty tricks.”
These included staging elaborate diversions
from the Conference, and training journalists
to both hound a conference participant and
take over a WCToH press conference.
Tobacco companies’ planned use of the
media in this context deserves special
mention. In this campaign, journalists were
to play a central and, in some cases, a
knowing role in the manipulation of public
opinion. Like so many of the other tobacco
company campaigns described in this report,
this case study exemplifies tobacco
companies’ consistent intent to conceal its
role in carrying out plans to undermine
WHO tobacco control initiatives.
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The documents also suggest that tobacco
companies made use of PAHO, an
organization that also serves as WHO’s
Regional Office for the Americas, in its
campaign. Through the offices of Paul
Dietrich, identified in the documents as a
tobacco company consultant who also sat on
PAHO’s Development Committee, the
documents suggest that tobacco companies
were able to guide the development of, and
then exploit, a PAHO-sponsored media
program, for the purpose of undermining the
8" WCToH. However, Dietrich claims that
the industry was not involved in his media
program, and PAHO officials dispute that
Dietrich had any role in the media program.

¢  Media Plan

Integral to the tobacco company plan to
weaken the 8" WCToH was a media event
that the documents state was developed by
Paul Dietrich. Dietrich’s media program
was created to promote the position that
health spending in Latin America should not
go to tobacco-control initiatives, but to other
pressing public health issues such as
children’s immunization programs and
AIDS prevention programs. The program
called for popular US entertainer Gloria
Estefan to star in a widely televised show
advocating the importance of “vaccinating
children’” on a “Save the Children” tour,
near the time of the Conference. A memo
from Dietrich to BAT spelled out how this
event would assist tobacco companies:

“We now have a major media event
around which to work. Secondly, we
have a major star, who will attract large
audiences. We have also been assured
we will get early prime time airing of the
television special on March 19™. All of
this is perfectly timed for our initiative at
the Eighth World Tobacco Conference.
For the month leading up to the Tobacco
Conference, all of the press will be

focused on the major health priority in
Latin America, which is to vaccinate all
children.”*

Capitalizing on his role in the PAHO
Development Committee, the documents
suggest that Dietrich managed to have this
program funded by PAHO. PAHO was
unaware of its intended use by tobacco
industry officials.

Following the broadcast, industry
representatives planned to place articles in
news outlets throughout Latin America
questioning the 8" WCToH and health
spending on tobacco programs. Industry
representatives also planned to train
journalists to take over WCToH press
conferences:

“We must teach them [the journalists]
how to be pushy and press the speakers
aggressively (speakers will not want to
compare spending on tobacco and funds
for children. If they don’t answer the
question, our journalist must
aggressively pursue the speaker with
follow up questions until he finally
addresses the issue - this will not be
easy.) If we are successful in getting the
journalists to be aggressive and work as
a team, we should be able to dominate
the press conference. Even if we only
get a few journalists to write about the
controversy we have created, I think this
would be a success. We will also have
succeeded in diverting the press
conferences with “our” questions, so
they have less time to attack us.”®

e Other public relations strategies
aimed at the 8" WCToH

The documents also show that tobacco
companies plotted to distract attention from
high profile American politicians attending
the conference. An important soccer match
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between an American and Spanish team was
to be arranged on the day that former US
President Jimmy Carter was to arrive at the
conference. Industry representatives also
planned a campaign against US Senator
Edward Kennedy, who was present at the
Conference:

*“Selected reporters will have to question
his [Ted Kennedy’s] alcoholic
dependence and highlight the sexual
harassing blamed on him in the USA,
thus reducing the importance of his
presence at the Conference.”*

e Scientific strategies aimed at the 8"
WCToH

Philip Morris and British American
‘Tobacco developed scientific strategies to
thwart any smoke-free policies that would
result from the 8™ WCToH. Primary
strategies involved a scientific consultant
program in Latin America and an indoor air
quality conference to be held at the time of
the Conference.

Industry officials also prepared for the
8™ WCToH by meeting with the Conference
organizers prior to the Conference and
planned to recruit scientists to infiltrate the
conference, but as in the rest of the
campaign, the tcbacco companies would
camouflage their role.

“With proper press handling we could,
for the first time, create a controversy in
areas in which public opinion is under
the impression that none exists. This, of
course requires that we are able to
achieve the participation of top level
scientists ... The industry, obviously, can
not [sic] appear to sponsor the activity
nor finance participants trips. That
would have to be done through
donations to foundations or independent
institutions....”*> [Emphasis added.]

Although a review of documents relating
to the 8" WCToH reveals grand plans by
tobacco companies to undermine the 8™
WCToH, there is limited evidence in the
documents as to what aspects of the plan
were actually carried out. Accordingly,
searches of media archives and other
literature searches were conducted.
Interviews with Paul Dietrich, Ciro de
Quadros, the Director of Immunizations at
PAHO, and Carlyle Macedo, former
Director of PAHO disclosed that some
elements of Dietrich’s media plan were
carried out and others were not. The
television program in which Gloria Estefan
and other Latin American entertainers
promoted childhood immunizations was
produced in Miami and televised on national
prime-time channels. However, Dietrich
claims that while he was instrumental in the
production of the program, the tobacco
industry was not involved. PAHO officials
claim that Dietrich was not involved in the
program. Press accounts suggest that other
planned events may also have occurred,
including an AIDS event and a program for
journalists on the economic importance of
tobacco.

This case study demonstrates the
lengths to which tobacco companies wilt go
to undermine the success of a World
Conference on Tobacco OR Health. Many
of the tactics proposed by industry officials,
such as staging an important soccer match to
coincide with the arrival of Jimmy Carter or
training journalists to hound Senator Edward
Kennedy about drinking and sexual
harassment allegations, had elements of a
“dirty tricks” campaign. However, these
tactics, and many others devised by industry
officials in connection with the 8" WCToH,
also had a more significant purpose: to
distract media attention from the Conference
and manipulate the media stories that
emerged.
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Two recommendations follow from this
case study. First, the committee of experts
recommends increasing media advocacy
training and funding to WHQ Regional
Offices and Collaborating Centers. Second,
the committee of experts recommends that
WHO continue to require financial
disclosure for submissions to future
WCToHs, and consider expanding these
disclosures to identify underlying sources of
significant funding.

5. United Nations Standard-
Setting for EBDC Pesticides

The ethylene bisdithiocarbamate
(EBDC) pesticides protect tobacco and other
crops from fungi and molds. In the 1980s,
evidence began to meunt that the common
breakdown product cf these chemicals,
known as ethylene thiourea (ETU), causes
cancer. In September 1989, anticipating a
regulatory action, US manufacturers of
EBDCs cancelled many uses for the
fungicides — including all uses on tobacco
crops. Soon after, tobacco industry officials
at the Cooperation Centre for Scientific
Research Relative to Tobacco (CORESTA),
an industry organization, embarked on a
campaign to ensure continued availability of
the EBDCs.

CORESTA hired Gaston Vettorazzi,
former pesticide official at WHO, to
coordinate its campaign for the EBDCs. In
the spring of 1991, Vettorazzi produced
safety reviews of the EBDC pesticides for
CORESTA. These reviews were revised
and edited by tobacco industry scientists. In
his reports, Vettorazzi initially concluded
that ETU “is not a carcinogen.” A
preliminary review by the committee of
experts of these documents raises questions
about the validity of Vettorazzi’s
interpretation of the scientific evidence,

With Vettorazzi’s reassuring reports on
the EBDC fungicides in hand, CORESTA
considered releasing the information to the
Joint Meeting on Pesticide Residues
(JMPR), a combined program of WHO and
the Food and Agriculture Organization
(FAQ). IMPR is responsible for setting
safety standards for pesticides, and tobacco
industry officials recognized the key role of
this UN standard-setting effort. If IMPR had
determined that safety concerns precluded
the establishment of a safe intake level for
the EBDCs, then the pesticide manufacturers
might have considered stopping production
of these chemicals altogether. On the other
hand, if IMPR were to set a safe intake
level, then manufacturers would be assured
of an international safety standard and
would have reason to maintain production.

After extensive discussion, in January
1992, the CORESTA Board decided to
allow Vettorazzi to send his reviews to
JMPR under the name of the International
Toxicology Information Centre — with no
mention of CORESTA’s role in the reports.

Scon after submitting his reports to
JMPR, the WHO Secretariat asked
Vettorazzi to serve as a temporary advisor
and review pesticides. Vettorazzi sought and
obtained funding from CORESTA to work
at JMPR.

Over the ensuing 2 years, CORESTA
paid Vettorazzi nearly US$100,000 to work
at WHO reviewing pesticides and serving as
a temporary advisor to assist JMPR in its
evaluation of EBDCs. This financial
arrangement, which ensured that a tobacco
industry consultant would be in a position to
participate in a UN standard-setting effort,
was not disclosed to WHO or to JIMPR.

In November 1993, JMPR issued its
conclusion about the EBDCs. IMPR’s
scientific conclusions were consistent with
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Vettorazzi’s reports, but not with the
conclusions of the US Environmental
Protection Agency (EPA). Accordingly,
JMPR set a safe intake level for ETU that
eventually led to a legal recognition of
safety under international standards.
CORESTA hailed the decision as a major
victory for tobacco companies.

Because of the lack of documentation of
the decisionmaking process at the JIMPR,
Vettorazzi’s impact on JMPR’s standard
setting is unclear. A preliminary review of
the JMPR toxicology monograph on ETU
raises questions about whether the
international committee satisfactorily
addressed all available evidence.

Subsequent to JMPR’s review, the
documents indicate that CORESTA financed
Vettorazzi to publish a scientific paper on
the international evaluation of the EBDCs.
This paper appeared in Teratogenesis,
Carcinogenesis and Mutagenesis in 1995
without acknowledgment of tobacco
‘company financial support. Various
industry organizations have retained
Vettorazzi to represent tobacco’s interests at
UN meetings, including the Codex
Alimentarius Commission, and to assist
tobacco companies on national pesticide
issues around the world. Vettorazzi
continues to consult for CORESTA today.

The story of the EBDCs demonstrates
the ability of tobacco companies to inveive
one of their consultants in a UN standard-
setting activity surreptitiously and highlights
the role of financial stress in creating
opportunities for tobacco companies.
Financial pressure created an obvious
incentive for WHO officials not to press
Vettorazzi for too many details about the
arrangement that brought him to Geneva.

This case study illustrates tobacco
companies’ willingness to influence any UN

processes related to tobacco and health.
Industry officials identified a threat to the
industry’s future in pesticide regulation and
quickly developed a strategy to protect its
interests.

A fundamental question is whether a
tobacco industry consultant — hiding his
tobacco company ties —contributed
significantly to a conclusion by a UN
standard setting agency about the safety of a
widely used group of pesticides and whether
that conclusion was inappropriate.

The committee of experts’ review of
evidence raises troubling questions about
whether Vettorazzi inappropriately favored
the EBDCs. The committee of experts
cannot reach a definitive conclusion on the
safety of these pesticides, and the lack of
adequate documentation within JMPR
complicates an assessment of what
happened prior to and during its 1993
meeting. A preliminary review cannot fully
exonerate the JMPR process and
conclusions, and the committee of experts
believes that further investigation is
necessary.

In conclusion, Vettorazzi’s role in
advising JMPR on the EBDCs represents a
tobacco company attempt to influence the
scientific community while hiding its own
role and ultimately undermines the integrity
of IMPR’s decisions. To restore credibility
and to prevent future occurrences of similar
attacks on standard-setting activities, the
committee of experts believes that WHO
must reform its approach to conflict of
interest and provide strong guidance and
enforcement for ethical standards.

Among several suggestions specific to
this case study, the committee of experts
recommends that WHO obtain an
independent evaluation of those pesticides in
which Vettorazzi took an active interest.
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6. IARC ETS Study

A multi-million dollar tobacco company
campaign to undermine a large-scale
epidemiological study on the relationship
between environmental tobacco smoke
(ETS) and lung cancer has recently been
documented in The Lancet.*® The ETS study
was conducted by the International Agency
for Research on Cancer (IARC), an agency
established under the auspices of WHO.
The tobacco company campaign aimed to
influence the results of this study and to
weaken its impact on the global regulation
of ETS. The committee of experts has
reviewed documents that describe this
campaign and interviewed the [ARC study
coordinator.

The story demonstrates tobacco
companies’ willingness to compromise the
integrity of an independent scientific study.
The story also provides important
information about how tobacco companies
achieve their goals when attempting to
influence scientific and regulatory decision-
making.

Initiated in 1988, the IARC ETS study
was an international, collaborative case-
control study to assess the relationship
between exposure to ETS and other
environmental risk factors and the risk of
lung cancer in subjects who had never
smoked tobacco. When tobacco industry
officials learned about the IARC ETS study,
they became alarmed that a conclusion from
the respected IARC that ETS causes cancer
could result in new smoking restrictions in
Europe and around the world.

In 1993, Philip Morris launched a wide-
ranging, well-funded campaign to influence
or contain the negative impact of the IARC
study. The objectives of the campaign were
to:

*“1. Delay the progress and /or release of
the study.

2. Affect the wording of its conclusions
and official statement of results.

3. Neutralize possible negative results
of the study, particularly as a regulatory
tool.

4, Counteract the potential impact of the
study on governmental policy, public
opinion, and actions by private
employers and proprietors.”27

Philip Morris and a task force composed
of many tobacco companies developed an
ambitious set of strategies to achieve their
objectives:

e Influence IARC budgets or officials to
cancel or delay the study.

o Establish contacts with the scientists
carrying out the studies.

¢ Conduct and promote counter research.

¢ Promote scientific standards that would
limit the use of epidemiology as a basis
for public policy and create an
“independent” coalition of scientists to
criticize damaging studies.

e Manipulate the public and regulatory
response to the study results,

¢ Cancel or influence the expected IARC
monograph on ETS. (IARC publishes
authoritative assessments of the risk of
cancer from various agents, known as
monographs, which are frequently used
by governments considering regulatory
action.)

From 1993 threugh the release of the
IARC study report in 1998, the tobacco
companies implemented their plans to
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influence the conduct of the study and the
interpretation of its results.

s Tobacce companies established contacts
with JARC investigators, generally
through outside scientists, to gather
intelligence about the study, and
influence the interpretation of the study
results, Through these contacts, tobacco
companies abtained certain confidential
information about the study and its
progress.

¢ Tobacco companies commissioned and
promoted numerous studies and
conferences designed to cast doubt on
ETS’s toxicity and on the methods used
in the [ARC study.

¢ In many instances, the tobacco
companies appear to have successfully
concealed their role in contacting IARC
investigators and in their funding and
marketing of counter research.

¢ Tobacco companies worked for adoption
of epidemiological standards that would
prevent governments from relying on the
IARC study, and to form an ostensibly
independent sound science coalition that
would assist tobacco companies’
legislative agenda by challenging the use
of certain types of studies as the basis for
policy making.

e Tobacco companies developed and
carried out an elaborate media and
government strategy in which they
managed to distort the study results,
spawning widespread, inaccurate media
reports that the study showed no risk of
cancer from ETS.

+ [Industry representatives worked to gain
invitations for tobacco company
consultants to participate in the expected
monograph working group and to

produce studies that would influence the
monograph results.

The least successful elements of the
tobacco company strategy were those
intended to (1) cancel or delay the study and
(2) develop generally accepted
epidemiological practice standards that
would prevent regulatory authorities from
using the IARC study in standard setting.
Both plans appear to have been abandoned
because they were not feasible.

Tobacco companies successfully
established contacts with the IARC
investigators and funded and publicized
research designed to cast doubt on the
validity of the IARC study. Through their
contacts with IARC investigators and
collaborators, tobacco companies were able
to gain a great deal of information about the
design, conduct, and analysis of the study, as
well as information on preliminary results.
Some of this information was intended to be
kept confidential.

Ultimately, however, the tobacco
companies’ efforts to contact scientists and
influence the methodology of the study do
not appear to have altered the study resuits
or analysis. Although IARC has not
initiated a monograph on ETS, the
committee of experts did not find evidence
in the tobacco company documents that
IARC’s decision not to issue a monograph
was influenced by the tobacco industry.

The tobacco companies’
communications strategy was the most
successful element of its attempt to
undermine the IARC study. By distorting
the statistical underpinnings of the study
results, tobacco industry officials managed
to convince journalists around the world to
write news stories that the study showed no
increased risk of lung cancer from ETS
exposure in non-smokers, Tobacco
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companies’ distortions of the study results
continue to be repeated in media accounts
and in tobacco company presentations to
regulatory authorities.

The committee of experts has included
several recommendations for [ARC to
follow to help prevent successful
manipulation of future scientific studies by
tobacco companies. These include written
guidelines for: (1) handling contacts with
outside organizations, particularly industry
representatives; (2) disclosure of
information; and (3) acceptance of research
grants or offers of employment from
industries affected by the studies in which
IARC investigators are participating.
Additionally, the committee of experts
recommends that IARC and WHO consider
a policy of embargoing information about
the results of tobacco-related studies until
the full report is ready for release. IARC
and WHO should also develop and maintain
communication about tobacco-related issues.

E. Recommendations

In the course of this inquiry, the
committee of experts has identified many
reasons for concern about the integrity of the
process for international decision-making
about tobacco. The evidence shows that
tobacco companies have operated for many
years with the deliberate purpose of
subverting the efforts of WHO to address
tobacco issues. The attempted subversion
has been elaborate, well financed,
sophisticated and usually invisible. That
tobacco companies resist proposals for
tobacco control comes as no surprise, but
what is now clear is the scale, intensity and,
importantly, the tactics, of their campaigns.
To many in the international community,
tobacco prevention may be seen today as a
struggle against chemical addiction, cancers,
cardiovascular diseases and other health
consequences of smoking. This inquiry

adds to the mounting evidence that it is also
a struggle against an active, organized and
calculating industry.

This has implications for WHO, and
perhaps for other international bodies, in
terms of both program activities and internal
procedures. The committee of experts hopes
this report will contribute to a broad
discussion of those implications within the
international community, and will lead to
the necessary changes in practices and
programs to ensure that the integrity of
international decision-making is protected.

¢ Increasing public awareness of
tobacco company influence

The committee of experts recommends
that WHO increase public awareness of
tobacco company influence on international
tobacco control policies. Specifically, WHO
should release and publish this report for
discussion at public hearings on the
Framework Convention on Tobacco Control
in October 2000, in addition to a broader
public distribution.

e Further investigation by other UN
agencies and member countries

In the course of its review, the
committee of experts has seen statements
suggesting possible tobacco company
influence on the policies of other UN
agencies and member countries. The
committee of experts therefore recommends
that WHO urge other UN organizations and
member countries to conduct investigations
similar to this one to uncover possible
tobacco company influence.

e The Framework Convention on
Tobacco Control

It is likely that tobacco companies will
attempt to defeat the proposed Framework
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Convention on Tobacco Control, or to
transform the proposal into a vehicle for
weakening national tobacco control
initiatives. Such a campaign is likely to be
sophisticated and sustained, and to use
tactics similar to those described in this
report. The committee of experts
recommends that WHO develop a
sophisticated communications campaign to
support the Framework Convention on
Tobacco Control and counter any campaign
of opposition by tobacco companies.

e Protecting the integrity of WHO’s
decision making process

In the course of this inquiry, the
committee of experts identified several areas
in which it felt the process and rules
currently in place at WHO to guard against
potential conflicts of interest involving the
tobacco industry should be clarified,
strengthened or expanded. These
recommendations are intended for
application throughout WHO, including
within its Collaborating Centers.

The existing conflict of interest
requirements for WHO employees are
contained in one page of staff regulations
promulgated by the WHA and one page of
staff rules established by the Director-
General. As a general observation, the
committee of experts notes that these ethical
rules have been clarified significantly in
recent years, and that internal review of the
rules is continuing.

Based on its review, the committee of
experts identified specific opportunities for
improving this regulatory regime. Taken
together, the committee of experts hopes
that the specific recommendations set forth
in this report will help protect the integrity
of WHO’s decision making. They include
suggestions for screening prospective
employees, consultants, advisors, and

committee members for conflicts of interest,
and clarifying the consequences of
violations of ethical rules.

The recommendations also urge WHO to
place before the WHA, for discussion by
member countries, questions related to
disclosure of affiliations between WHA
delegates and tobacco companies, and
between Non-Governmental Organizations
(NGOs) and tobacco companies.

s Protecting scientific integrity

As demonstrated by this report’s case
studies of the IARC ETS study and the
review of dithiocarbamate pesticides,
additional safeguards are needed to protect
against tobacco company attempts to distort
scientific research sponsored by, or
associated with, WHO and affiliated
organizations. To this end, the committee of
experts has offered: (1) recommendations
for educating scientific investigators about
tobacco companies’ efforts to undermine
research; (2) guidelines for contact with
industry representatives and disclosure of
information and funding sources; and (3)
suggestions for interagency communication
standards among UN bodies. The committee
of experts also recommends that WHO and
IARC develop affirmative communications
plans to anticipate and counter tobacco
company misrepresentation of important
new research findings.

¢ Addressing tobacco companies’
developing country strategy

Tobacco companies’ successful efforts
to reach out to developing countries based
on the economic importance of tobacco
suggest that WHO must address these
countries’ concerns to achieve a global
consensus on tobacco control. WHO should
develop a strategy to counter the tactics
employed by tobacco companies to gain
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opposition to tobacco control in the
developing world. This strategy must
address the legitimate economic issues
raised by the loss of tobacco as a cash crop.

e Correcting past tobacco company
misconduct and protecting the public
from future misconduct

This report details a pattern of influence
and misconduct by tobacco companies
aimed at thwarting global tobacco control
initiatives. The committee of experts
believes that the harm caused by the tobacco
companies’ conduct was significant and far-
reaching. The report recommends that
WHO take two important steps to correct the
results of past misconduct and guard against
future tobacco company misconduct.

First, WHO should assist member states
in determining whether they have a legal
and factual basis to seek restitution from
tobacco companies for past misconduct.

Second, WHO should monitor tobacco
company activities to determine whether the
pattern of behavior described in this report
has ceased or is continuing. To ensure that
tobacco company misconduct does not
remain hidden, as it has in the past, WHO
should make regular public reports on its
findings.

F. Conclusion

This inquiry demonstrates the magnitude
of tobacco companies’ opposition to WHO
tobacco programs, and offers insight into
their activities, strategies and attitudes.
Moreover, it demonstrates that tobacco is
unlike other threats to health. Reversing the
epidemic of tobacco use will be about more
than fighting addiction and disease; it will
be about overcoming a determined and
powerful industry, many of whose most
important counter-strategies are carried out

in secret. If this inquiry contributes to that
understanding, the committee of experts will
have succeeded in its work.
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I. INTRODUCTION

A. Committee’s Charge

On October 12, 1999, Director-General
Gro Harlem Brundtland of the World Health
Organization (WHO) announced that she was
appointing a committee of outside experts to
conduct a preliminary inquiry into whether
tobacco companies have attempted to
undermine tobacco control efforts by WHO or
other United Nations (UN) agencies. The
press release stated that an initial analysis had
been done, which revealed “efforts to prevent
implementation of healthy public policy and
efforts to reduce funding of tobacco control
within UN organizations.”

The Terms of Reference for the
committee of experts stated that its task was
to research the formerly secret, now publicly
available, tobacco company documents. The
committee of experts was to determine
whether and to what extent tobacco
companies have attempted to influence the
development and implementation of tobacco
control policies or the performance of related
activities at WHO, the International Agency
for Research on Cancer (IARC, an agency
established under the auspices of WHO), and
other bodies and agencies of the UN system
that have expressed an interest in the inquiry.
If the committee of experts determined that
information beyond the publicly available
documents was necessary, it was to consult
with the Director-General or other officials
designated by her for this purpose on the most
appropriate means to obtain that information.
The committee of experts was to provide to
the Director General a status report and a final
report,

B. Members of the Committee of
Experts

The Director-General asked Thomas
Zeltner, the Director of the Swiss Federal

Office of Public Health and a member of
WHO's Executive Board, to lead the
committee of experts. The Director-General
also appointed David Kessler, Dean of the
School of Medicine at Yale University, Anke
Martiny, Executive Director of Transparency
International, German Chapter, and former
member of the German Federal Parliament,
and Fazel Randera, Inspector General of
Intelligence for South Africa, and former
Truth and Reconciliation Commissioner. Dr.
Martiny was nominated to the committee of
experts by the World Bank.

The committee of experts was assisted in
its investigation by a staff of eight
researchers, 2 full-time and 6 part-time. Led
by Ann Witt, the staff included Douglas
Blanke, Abigail Halperin, Nadine Leavell,
Monique Muggli, Andy Rowell, Joshua
Sharfstein, and Judith Watt.

C. Scope of the Investigation

The committee of experts limited its
investigation to tobacco company influence
on tobacco control activities at WHO
headquarters, its Regional Offices and
Collaborative Centers, and [ARC. The
committee of experts also identified
documents related to the World Bank. Other
UN agencies did not express an interest in the
investigation.

The committee of experts wishes to
emphasize that this report, while as thorough
as possible in the time allowed, is not an
exhaustive review of relevant company
documents or of other evidence related to
tobacco company influence at WHO or the
UN. (See below, “Limitations of the
Investigation.””) The committee of experts
therefore encourages further investigation of
the topics covered in this report.

Introduction
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D. Overview of the Report

This report has eleven chapters. After the
Introduction, Chapter 11 describes the
methods used in researching this report and
describes some of the limitations of the
committee of experts’ investigation. Chapter
111 contains a brief description of the many
tobacco company strategies and tactics used
to influence WHO tobacco control policies
found in the documents. These strategies and
tactics include:

e Staging events to divert attention from
the public health issues raised by
tobacco use,

s Establishing inappropriate
relationships with WHO officials,

e Attempting to reduce budgets for the
scientific and policy activities carried
out by WHO,

e Pitting other UN agencies against
WHO,

e Seeking to convince developing
countries that WHQ's tobacco control
program is a “First World” agenda
carried out at the expense of the
developing world,

¢ Distorting the resuits of important
scientific studies on tobacco, and

¢ Discrediting WHO as an institution.

Each type of strategy is illustrated by specific
examples from the documents. The
committee of experts has included a few
individual pages of actual tobacco company
documents.

Chapters IV-IX contain six detailed case
studies of specific campaigns undertaken by
tobacco companies to influence WHO

tobacco control activities, or of individuals
who played strategic roles in the tobacco
companies’ campaigns. Many of the case
studies illustrate tobacco companies’ use of
the strategies outlined in Chapter IIL These
case studies show that:

¢ One tobacco company targeted WHO as
part of a massive and far-reaching
campaign to subvert tobacco control
activities around the world.

e Tobacco companies have conducted an
ongoing, global campaign to convince
developing and tobacco-producing nations
to resist WHO tobacco control policies.

e One tobacco company consultant attacked
WHO in the media and in presentations to
regulatory authorities without revealing
his ties to tobacco companies. This
consultant was also named to a PAHO
committee where he attempted to use a
WHO Regional Oftice in tobacco
company plans to distract attention from a
WHO-sponsored conference.

¢ Tobacco companies attempted to stage
elaborate diversions from, and disruptions
of, a WHO-sponsored conference on
tobacco.

e A tobacco industry organization secretly
funded a scientific advisor to a WHO
comrnittee, raising serious questions about
whether WHO'’s international standard-
setting activities related to pesticide safety
were affected.

e Tobacco companies carried out a multi-
million dollar campaign to halt or
influence the results of an important
IARC study on the relationship between
environmental tobacco smoke and lung
cancer, relying on consultants to conceal
the companies’ role.
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Each case study includes specific
recommendations for actions by WHO to
prevent improper tobacco company influence.

In addition to the specific
recommendations following each case study,
Chapter X lists general recommendations in
response to the tobacco company activities
detailed in the report. Chapter X also
provides, for the convenience of the reader, a
comprehensive list of the specific
recommendations following each of the case
studies. The committee of experts’
conclusions are found in Chapter XI. A
Glossary of Acronyms used in the report
follows Chapter XI.
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killing for profit
tobacco industry monitoring report
october 2002-december 2002

An insight intc the recent activities of the tobacco industry in October 2002-January
2003, brings to light current news on court cases and other legal activity, markeling,
smuggling, as well as efforts to reshape and improve corporate identity.  This brief
overview and the attached media clippings highlight smuggling, marketing and
corporate conduct with a special emphcsis on corporate social responsibility.  This
information was collected from publicly available media outlets, publications and the
internet.

This report has been prepared pursuant to WHA Resolution 54.18, Transparency in
Tebacco Control Process, that "calls on WHO to continue to inform Member States on
actlvities of the tobacco industry that have negative impact on tobacco control
efforts.™

on smuggling

Cigarettes are the world's most widely smuggled consumer product, According to
the World Bank, smuggled cigarettes account for 6%-8.5% of globail consumption and
the tobacco industry is actively involved in smuggling its products to increase market
share and evade billions of dolkars in national taxes.

Nearly a fifth of all cigarette production is exported, of which almost one-third -
about 355 bilion cigareites a year - finds its way into the contraband market. The
European Confederation of Cigarette Dedalers [CEDT) has estimated that cigarettes in
the black market have about a 10% share of the market in Europe; which is about
40,000 million cigarettes.

Smuggled cigarettes are cheaper as they are not taxed, and low-priced cigarettes
help the tobacco multinationals to increase sales across borders and infroduce their
products in markets that are closed to them because of trade barriers and other
restrictions. smuggling is commonly used as an argument by The tobacco indusiry to
pressure countries to lower taxes. These arguments are both false as well as
misleading.

High taxes and price differentials alone do not cause smuggling. llicit trade in
tobaccoe is caused by lack of controls in tobacco preducts in international trade,
unlicensed distribution, weak enforcement, corruption, organized crime, and in some
cases, complicity of the tobacco industry.,

In October 2002, the European Union filed a suit against R.J Reynolds and Japan
Tobacco (which bought RJR International] for participating in the smuggling of
cigarettes into raq, breaking the UN frade embargo. The industry continued to use its
arguments that higher taxes lead to smuggling and to increase in crime. Tobacco
companies seem to be gquite committed to combat counterfeit products, as those do
interfere with their bettom line, and work with government in those efforts, but
continues to deny any and all involvement in contraband, despite documentary

' hitp:/ fwww.who.int/gb/EB_WHA /PDF/WHA54/ea54r18.pdf



evidence to the contrary. Such measures on counterfeit tock place worldwide, from
Nigeria to Malta to Malaysia.

Reports of the EU case against R} Reynolds continued throughout the month of
November and December. R.J. Reynolds continues to deny any involvement in the
smuggling and fraud schemes that it has been accused of by the European Union.
The industry continues to protest taxes increases using the argument that it leads to
an increase in smuggling.



on marketing

The end of 2002 saw several reports of continued heavy industry investment in indirect
advertising through sponsorships of music, sports and fashion event throughout the
world as well as a trend to invest more in direct marketing techniques, in order 1o
confinue to reach potential customers in face of advertising restrictions. In fact, these
strategies are related, since one of the major objectives of the industry in the
promotion of events is to augment direct mailing lists.

Facing increases in advertising restrictions and bans in the EU and elsewhere,
tobacco companies are investing in alternative marketing strategies, such as point of
sales and direct marketing. as well as trade mark diversification. The industry
contfinued 1o develop direct marketing strategies as well as less “visible,” indirect
advertising through sponsorships in Togo, Canada, United Stales, and several
European countries.

Spending an marketing efforts are increasing as well. In UK alone tobacco companies
have reportedly spend 20.6 milion pounds on advertising.2

“[British American Tobacco] expects to increase spending on advertising and
promaotion ofter the latest standards and guidelines governing the marketing of
tobacco products are implemented. The new set of marketing standards, agreed
upaon last year by the world's three biggest tobacco companies [BAT, Philip Marris and
Japan Tobacco International]l would be implemented world wide. Since these
standards will effectively cut down opportunities available for mass advertising, BAT
expects fo invest "substantial amounts” on advertising in certain key sectors such as in
its point-of-sale {POS) promotions, through one-to-one communications with loyal
consumers or simply a higher level of personal contact with consumer”

Sharifah Rozita Syed Sulaiman
British American Tobacco (BAT) corporate
and regulatory affairs director, Malaysia?

Although many common forms of direct advertising such as in print, on the radio and
internet, international sponsorship, and free sample distribution are widely restricted,
brand promotion through cinema ( on screen and in theatres), music, apparel{Camel
and more recently Marbero? have a branded clothing range point of sales
promotion, posters and billboards are fast becoming the new face of advertising.
New marketing tactics also include launching enterfainment web sites to lure young
people into pubs and restaurants that sell their products as well as competitions with
trivia questions inside cigarette packets. Smokers are invited to telephone in their
answers to win a prize.

Socioeconomic class, age, sex, income even race have defined market segments
and inspired sophisticated marketing strategies. A December 2002 report revealed a
strategy to “attract more black smokers and neutralize opposition to anti-smoking
measures” by cultivating financial ties with major civil rights groups in the US., as
described in previously secret tobacco company documents, A 1984 memo explains
that "Clearly. the sole reason for B&W's interest in the black and Hispanic communities

2 Saatchis to produce Silk Cut swansong - The Guardian, December 6, 2002
http://media.guardian.co.uk/tobaccoads/story/0,7521,855071,00.himl

3 The Star {Malaysia), December 21, 2002

4 Saatchis i@ produce Silk Cut swansong - The Guardian, December 6, 2002
http://media.guardian.co.uk/tobaccoads/story /0,7521.855071,00.html



is the actua!l and potential sales of B&W products within these communities and the
profitability of these sales. . . . This relatively small and often tightly knit (minority)
cemmunity can work to B&W's marketing advantage, if exploited properly™

World No Tobacco Day {WNTD) 2003, 31 May, will focus on marketing issves. among
other things, via film and fashion. WNTD celebrations around the world will highlight
the use and abuse of film and fashion as indusiries—and the stars that make these
industries move—to sell death and disease.

on corporate soclal responsibility

Several stories were published in the 4h quarter on activities that aim to improve
tobacco companies’ corporate image. Many of these activities fall under the
heading of corporate social responsibility {CSR), the concept that companies should
go beyond their simple business mandate of turning a profit and create and
implement projects and programmes that aim to reduce social inequity. For
example, these programmes often aim to create or improve health care or
educational facilities, provide vocational and management fraining, enhance the
quality of leisure and cultural activities.

Tobacco companies have not missed this frend. Major companies have developed
programmes for small business development in Kenya, crime prevention in South
Africa, business education in Ching, folk culture preservation in Venezuela, and
medical tfreatment and flood relief in Pakistan,

Under the glare of national and intemational scrutiny, the industry’s image-makers are
now inventing arguments to make the case that tobacco companies can and are
contributing to global development—even going as far as fo say that public health
initiatives work to the contrary by jeopardizing tobacceo farmers if tobacco control
succeeds. When tobacco companies are not calling themselves socially responsible
because they invest in vaccination programmes in the developing world, they claim
their CSR work is organic to the process of development.

One field where several tobacco companies have focused their CSR activities is
education, often in the form of grants, schelarships, professorships, even the creation
of an entire school.

A study recenily published in the British Medical Journal details research grants and
donations from the tobacco industry as well as senior university governance
appointments held by tobacco industry officials. Of 90 universities and 16 medical
faculties, 39% had received donations from the tcbacco industry. Four of the 16
medical schools had received research grants. Tobacco industry officers and
directors were found to hold 26 university related appointments between 1994 and
2001, including posts such as governor, president, chancellor, and director, as wells
posts in university affiiated fecching hospitals and in vniversity development and
advancement. Dr Fernand Turcotte, of Laval University, one of the study's authors,
said “such appointments were scandalous. The tobacco industry infiltrates the
uvniversities in this way because of the prestige associated with these institutions." He
added "it's a way to buy silence and complacency”s

5 SUCSF study says tobacco companies targeted black groups - Modesto Bee/AP
hitp:/ fwww.modbee.com/state_wire/story/526089 1p-6266644¢ . hitm|

¢ Addiction to Tobacco: Defining Links between the Tobacco Industry and Canadian Universities and
Medical Schools, 8MJ 2002;325:734 hitp://bmj.com/cgi/content/full/325/7367/734/a



Another attempt to buy academic credibility was BAT's attempt to offer a London
School of Hygiene and Tropical Medicine student a £1500 grant as well as the
opportunity to work in the company's research and development unit at its
Southampton factory on completion of the degree. Professor David Leon, upon
learning of the offer told the company "to take its money elsewhere.” He replied to
the company: "You must think that academics and students in epidemiology are
beth extremely stupid and mercenary. There is no need to recite to you the
responsibility BAT has for millions of deaths as it continues to push tobacco around the
world."7

Perhaps most remarkable, and most cynical, are those tobacco industry-sponscred
programmes thot aspire to public health goals. For instance, BAT Bangladesh
extended their support to Shandhani Andhatyamochan (Blindness Relief] Lottery
organised by Shandhani National Eye Donation Society by purchasing a large
quantity of lottery fickefs and making a donation tc the Shandhani National Eye
Donation Society, handing over a cheque at a public ceremony heid the BAT factory
in DhakaB No mention was made of the link between smoking and cataracts, a
major cause of blindness. The same factory was the venue for an occupational
health workshop for students of Bangladesh University. ¢

In Zimbabwe, BAT recently invested $6 million in @ Harare medical clinic for the
company’'s 400 factory workers, A local paper reported, "The British American
Tobacco Company Zimbabwe should therefore be commended for focusing on the
health and well being of its employees” ¥ This cormmentary comes less than a year
cofter a Christian Aid investigation of the Brazlian subsidiary of BAT, Souza Cruz,
exposed fabour practices ranging from alleged price control abuses, to failure to
protect workers from pesticides and other hazardous chemicals, o failure to improve
conditions where children are forced to labour in tobacco fields to help alleviate
family debt.l

These investments to repaint fobacco companies and tobacco company executives
as responsible corporate citizens comes in the midst of in-depth investigations and
inquiries, based on documentary evidence found among millions of pages of
previously secret tobacco industry documents that tell quite a different story.

In an interesting move, Philip Morris, the world's largest tobacco company, started
the new year with a new name, Altria, reportedly inspired by the Latin aftus, "high.” In
contrast to the company's own explanation of the “corporate identity change” thot
“reflects important evolutions in [the company's] development,” this name change
has been hotly criticized as a PR move to distance other Philip Morris companies from
the spectre of fobacco. "Philip Morris is banking on the short memory span of
consumers and hoping that yet another massive PR campaign will win back a US
public that has adamantly rejected its deadly business practices.” commented
Kathryn Mulvey, Executive Director of Infact, a US-based consumer protection NGO.12

7 College tells tobacco company to take its money elsewhere, BMJ 2002;325:794
http://bmj.com/cgi/content /full/325/7348/794/c

8 The Daily Star (Bangladesh), 30 October 2002,

http:/ /www.dailystarnews.com/200210/30/n2103006.htm#BODY4

? The Daily Star (Bangladesh), 23 October 2002

http: ffwww.dailystarmews.com/200210/23/n2102305.htm#BODY13

10 The Daily News {Harare), 30 October 2002 http://allafrica.com/stories/200210300294.htm

"Hooked on Tobaccoe, Christian Ald. http://www.christian-aid.org.uk/indepth/0201bat/bat 1 .htm

12 Philip Morrls Attempts o Distance itself From Marlboro Man's Global rompage With name change to alfria
Corporate Accountability Activists Say Massive PR Make-Over won't Fend Off Tough Regulation in Global
Tobacco Treaty, hitp://www.infact.org/012703pm.htmi



In fact a December Adweek article reported that Philip Mormris spent more money in
2001- $80 million-promoting its good works than on actual assistance, 13

Perhaps, most paradoxically, at the end of 2000, the University of Nottinghaom
announced the crection of the UK's first International Centre for Corporate Social
Responsibility, thanks to a £3.8 milion from British American Tobacco. The centre’s
mandate is to study the social and environmental responsibilities of multi-national
companies to the communities in which they operate. In December 2002, the Centre
launched its new MBA programme, focusing specifically on CSR issues. Of course,
many scholarships are availabte for this programme.

on tobacco industry monitoring

The tobacco industry monitcring work of WHO is, in part, the result of the findings of
several inquiries info tobacco industry activities aimed at undermining tobacco
control efforts and weakening public health agendas.

In the summer of 1999, an internal report to Dr Gro Harlem Brundtland, Director-
General of the World Health Organization {WHO). suggested that there was evidence
in formerly confidential tobacco company documents that tobacco companies had
made “efforts to prevent implementation of healthy public policy and efforis to
reduce funding of tobacco control within UN organizations.” Later that year, she
appointed a Committee of Experts to research tobacco company documents which
had become publicly available as a result of lawsuits against the tobacco industry in
the United States.

That documentary evidence pointed to systematic and global efforts by the tobacco
industry to undermine tobacco control policy and research developments,

The Committee found that the tobacco industry regarded the World Health
Organization as one of their leading enemies, and that the industry had a planned
strategy to “"contfain, neutralise, recrient” WHO's tobacco control initiatives. Tolbbacco
industry documents show that they carried out their plan by staging events o divert
attention from the public health issues raised by tobacco use; attempting to reduce
budgefts for the scienfific and pclicy activities carried cut by WHO: pitting other UN
agencies against WHO; seeking to convince developing countries that WHO's
tobacco control program was a "First World” agenda carried out at the expense of
the developing world; distorting the results of important scientific studies on tobacco;
and discrediting WHQO as an institution. 4

This findings were the catalyst for efforts in WHO Regional Offices and individual
country offices to carry out their own investigations on tobacco industry activities
aimed specifically at sabotaging public health work.

13 Burnet! 1o Tout PM's New Name, December 17, 2002

http:/ fwww.adweek.com/adweek/members/search_results.jsp

“Tobacco Indusiry Strategies to Undermine Tobacco Control Activities at the World Heaith Organization,
August 2000. hitp.ffwww5.who.int/tobacco/page.cfm?tid=174



WHO Headquarters was not the only target. in WHQO's Eastern Mediterranean Region,
tobacco industry activities to weaken public health policy in the Middle East began in
the late 1970s, when multinational tobacco companies met regularly to discuss
pending regulations and to plot joint strategy. The Middle East Working Group
(MEWG), which later became the Middle East Tobacco Association [META),
comprised all of the major tobacco multinational operating in the Middle East. and
was formed in order to “promote and defend” the interests of these companies in the
region--carefully monitoring and seeking to undermine the work of public health
officials in the Middle East, including the Arab Gulf Health Ministers' Conference, the
World Health Organization and national tobacco confrol coalitions. The tcbacco
industry documents show that the companies enlisted prominent political figures in
the Middle East to provide information and lobby for them, including an Egyptian
member of Parllament, a former Assistant Secretary General of the Arab League and
even, at one point, the Secretary General of the GCC Health Ministers who was also
the Kuwaiti Under-Secretary for Health,'s

A recent report released by the Pan American Health Organization [echoes these
same findings. Transnational tobacco companies planned and  executed
comprehensive campaigns of deception over the last decade in Latin America and
the Caribbean regarding the harmful effects of second-hand smoke and the nature
of tobacco company marketing activities. By hiring scientists throughout Latin
America and the Caribbean to misrepresent the science linking second-hand smoke
to serious diseases and by designing "youth smoking prevention" campgaigns and
programs primarily as public relations exercises aimed at deterring meaningful
regulation of tobacco marketing, tobacco companies scught to delay or avoid
tobacco marketing restrictions and restrictions on smoking. Industry documents also
show that tobacco companies had detailed knowledge of smuggling networks and
markets and actively sought to increase their share of the illegal market by structuring
marketing campaigns and distribution routes around them and that they enjoyed
access to key government officials and succeeded in weakening or kiling tobacco
control legislation in a number of countries.!é

All these investigations consistently point to the discrepancy between the measures
that tobacco companies internally recognize to be the greatest threats to their sales,
and those that they champion in public. For example, companies publicly deny the
connection between smoking prevalence and tobacco advertising, but internally
acknowledge that advertising bans are a threat to tcbacco sales, and a key priority
for thwarting regulatory action. Companies constantly insist that they do not market
to young people while internal doecuments clearly demonstrate otherwise,

Similar inquiries and investigations have been done out or are in the process of being
carried out in other countries, including Switzerland, Finland, Israel, Syria, fran, among
others . The tactics are expertly adapted to specific country situations and executed
solely in the interest of tobacco company profits.

15 Voice of Truth, http:/fwwwi.who.int/tobacco/repository/tpcd8/VoT l-en.pdf
¢ Profits Over People, Tobacco Industry Activities to Market Cigarettes and Undermine Public Health in
Latin America and the Caribbean. http://wwwi.who.inl/tobacco/page.cfmtid=178






October 2002

Africa
Niger

There were reports that the Armed Forces Sports Association {AS-FAN}) continues to be sponscred by
a tobacco company: Melfinco, including the sponsorship of the team at handball championship,
through Melfinco’s Virginia Star brand. While some efforts are under way to stop sports sponsorship,
in the area of music and entertainment, the tobacco industry continues (SITAB and TMC) to sponsors
many events unchallenged, despite efforts by advocacy group SOS Tabagisme-Niger.

Source: K. Karim, INFO-TABAC - N° 08 - Septembre 2002

Nigeria

“About ten million sticks of counterfeit cigarette meant for the Nigerian market have been seized in
Cotonou, Benin Republic. The fake products which are made up of six million sticks of Rothmans
King size cigarette as well as four million sticks of Benson and Hedges were seized by BAT-Nigeria
security operatives following a tip-off. The latest seizure comes on the heels of a recent operation
carried out in Abidjan, Ivory Coast during which a large consignment of counterfeit cigarettes also
meant for the Nigerian market was impounded and destroyed. BAT-Nigeria is taking [growing number
of counterfeit cigarettes] seriously. It has created a department dedicated to the tracking down, seizure
and destruction of these fake products, Reacting to the seizure in Cotonou, the Managing Director of
BAT-Nigeria, Mr Nick Hales said the increase of counterfeit products which find their way into the
Nigerian market is hurting the economy as well as depriving Government of huge revenue and this
should be checked. ... The seizure, Mr Hales concluded, is an eloquent testimony to the dedication of
the [BAT] new anti counterfeiting department.

Source; British American Tobacco Seizes Counterfeit Products - Vanguard {Lagos). October 1, 2002
http://allafrica.com/stories/2002 10010099.html

“The Environmental Rights Action/ Friends of the Earth, Nigeria (ERA/FOE), in a statement issued in
Lagos to mark this year's International Week of Resistance to Tobacco Transnational Companies
(IWR), lamented that the present government is embracing tobacco investment at a time nations across
the world are introducing measures to curb tobacco trade. ... To ERA, government's support for an
ultra-modern cigarette plant being built by BAT in [badan, Oyo State and the "various special duty
concessions” granted the firm in this year's budget and the non-creation of a National Committee For
Tobacco Control are indicators that the government has sided with the tobacco multinational
cotporations.”

Source: This Day {Lagos), October 5, 2002 http://allafrica.com/stories/2002 10060029 .htm]

“President Olusegun Obasanjo has commended BAT for its $150 million investment in Nigeria,
described the investment as "significant and a trail blazing initiative which other investors should
emulate”. Speaking in Abuja when he received top management team of the company, led by its
managing director, Mr. Nick Hales, Obasanjo said he was thrilled at the company's manpower
development policy as demonstrated in the large number of Nigerians it had sent for a three-month
intensive training in South Africa, ahead of next year's commissioning of BAT's state-of-art factory in
Ibadan. ... Obasanjo commended the company for showing tremendous interest in the environment by
providing tree seedlings to the Federal Ministry of Environment. "Government will always approach
BAT for assistance in this regard”, he said. BAT Managing Director, had informed Obasanjo that the
company was commiitted to investing in the Nigerian economy as well as working in partnership to
regulate the country's tobacco industry. Already, BAT Group, he said, had introduced an international
marketing standards which BAT Nigeria Limited would implement in its marketing and promotional
activities,

Sources: Tobacco Firm Gets Presidential Pat Over $150m Investment - This Day (Lagos), October 16,
2002 http:/fallafrica.com/stories/200210160522 htmi

South Africa

“Remgro Ltd., the fifth- biggest South African company by market value, dropped to a 10- week low
after British American Tobacco declined, cutting the value of Remgro’s stake in the world's No. 2
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tobacco company. ... [BAT] dropped as much as 6.4 percent after a California jury ordered rival Philip
Morris Cos. to pay $28 billion in compensation to a women suffering from lung cancer, the biggest
award yet to an individual smoker. Remgro owns about i1 percent of the U.K. tobacco company.”
Source: Bloomberg News. Octaber 7, 2002

hitp://quote.bloomberg.com/fgegi.cgi? T=marketsquote99_news . ht&s=APaFkkBVsUmVIZ3lv

“Lawyers for the upmarket Lanzerac Manor and Winery on the outskirts of Stellenbosch ... threatened
to seek a court interdict against anti-smoking activist Ken Sheppard. The threat came after Sheppard's
Tobacco Centrol Board laid a criminal complaint against Manor manager Marco Mehdia for allegedly
allowing people to smoke "throughout the entire facility". Lanzerac has been chosen by BAT as the
venue for a "dialogue session” with what the tobacco giant calls its "stakeholders" on October 28. ...
"The law says clearly that the employer, owner, licensee or person in contro] of a public place, must
ensure that no person smokes anywhere other than in a designated smoking area,” Sheppard said. "Ms.
Beeselaar [representing the hotel] seems to believe the Lanzerac is above the law," he said. "It's not.
await the promised 'trouble' with eager anticipation.”

Source: Smoking activist faces interdict, October 18, 2002 http:/iafrica.com/news/sa/1 76988 htm

The Sun Times had a feature on BAT new managing director, David Crow: “David Crow does not
want his children to smoke. At least until they are 18 years old, the age he believes they can make an
informed decision, Furthermore, the new managing director of [BAT-SA] hopes that the SA
government will introduce legislation to raise the legal age limit of smoking from 16 to 18. This comes
from a man who gave up smoking after developing tongue cancer - a "genetic predisposition" and not
as a result of smoking. ... Going from pharmaceuticals to cigarettes, Crow discovered that consumer
loyalty to cigarette brands is very high. "Smokers smoke regularly and buy cigarettes regularly. It's also
a lot about the brand image that associate with you." BAT's bestseller in South Africa is Peter
Stuyvesant. "It is the brand of choice across every demographic measure.” ... South Aftica's first social
report was brought out this year, one of 35 such country-specific publications produced by BAT. As
Crow puts it: "For 40 years governments tried to combat smoking. The solution now is for tobacco
companies and government o sit down and talk. Either they can deal with legitimate, audited tobacco
companies that pay taxes, or they can try to stop organised crime from supplying poor-quality
cigarettes on the black market, where no tax is paid.” ... Between 1996 and 2001, BAT's revenue rose
37.6% to £25.7-billion whiie operating profit climbed 58.8% to £2.7-billion.

Source: Newsmaker : David Crow Managing Director, BAT SA. By Gaenor Lipson.
htp://www.suntimes.co.za/2002/10/13/business/news/news1 L.asp

Uganda

A letter on Ugandan New Vision criticizes an amendment “of the finance bill by the minister of finance
to give exemption to Mastermind Uganda, a tobacco firm to enable it import processed tobacco [as
reported on The Monitor of September 19]. The letter points out that the amendment is an
“encouragement” to smoking and disparate with public health interests.

Source: http://www.newvision.co.ug/detail. php?mainNewsCategoryld=8&newsCategoryld=21
&newsld=87090

Zimbabwe

“British American Tobacco, the sponsors of the Newbury Design of the Year, the premier fashion
designers’ competition, have scrapped the annual event. ... Belinda Chidume, BAT marketing manager,
said: "We are not holding the Newbury Design of the Year because we are taking a new direction. "I
cannot divulge any details about our plans because it is confidential, but just know that the Newbury
Designer of the Year has been struck off our calendar.” ... The competition will be remembered for the
spectacular entertainment on offer and the superlative judges who enabled it to surpass all
expectations.”

Source: BAT Scrap Premier Design Competition - The Daily News (Harare), October 2, 2002
http://allafrica.com/stories/2002 1002066 1 .htm

BAT “cancelled the annual Communicator of the Year Award ... BAT sponsors the award, which is
co-ordinated by the Institute of Public Relations. The award has been running for the past 23 years,
Beoth BAT and ZIPR ... said the event was cancelled because of the circumstances surrounding
competition entry conditions. The BAT corporate and regulatory affairs manager, Mr Peter Parirewa
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said he was not at liberty to discuss the specifics... The award recognises Zimbabweans who have
demonstrated a high level of excellence in communicating information on issues that impact on social
and economic development. ... The award also encourages a broad realisation of effective
communication. Some of the past recipients of the award include political leaders President
Mugabe Minister of Environment and Tourism Mr Francis Nhema and academics Professor Lovemore
Mbigi and Dr Liz Robb of Childline.”

Source: BAT Cancels Annual Award - The Herald (Harare), October 3, 2002
hup:/fallafrica.com/stories/2002 1003018 1.htm!

“The one-year-old Zimbabwe Association of Tobacco Growers (ZATG), admitted that "new farmers"
would not be able, on their own, to produce meaningful yields on their newly acquired properties
without substantive cash injections from government and the business community ... "With support
from government and the private sector, in the form of financial and technical back-up, nothing should
stop us from producing at least 60 to 100 million kilogrammes of tobacco. Most of our farmers do not
have equipment, machinery, technical know-how, experience nor financial resources.

Source: Massive Support Needed to Prop Up New Farmers - The Daily News (Harare), Octaber 16,
2002

http://allafrica.com/stories/2002101601 1 .htm]

“Zimbabwe's foreign currency crisis is set to worsen following a 75 percent decline in tobacco exports.
... An overview of the flue-cured tobacco industry presented to the Parliamentary Committee on
Agriculture by the Zimbabwe Tobacco Association (ZTA), forecast that earnings from tobacco exports
would drop from US$400 million (Z$22 billion) in 2000 to US$1035 million next year. ... Zimbabwe is
the world's second largest tobacco preducer, contributing 20 percent, after Brazil which produces 28
percent of the international market's needs. ULTC [Universal Leaf Tobacco Corporation] said; "The
size of Zimbabwe's crop is once again the biggest uncertainty in the upcoming leaf production cycle.
The government's continuing land acquisition and redistribution programme has resulted in decreased
plantings in each of the past two crops, with a sharply lower crop size in 2002, A further decline is
forecast in 2003, with a crop size of only 80 million kg expected.” [UTLC] warns that if Zimbabwe's
crop size continues to decline, "Brazil is certainly capable of continuing to increase plantings and
producing an even larger, higher quality crop, at very attractive prices". The ULTC says: "In fact,
Brazil is currently projected to produce a record crop of 576 million kg in 2003, a level believed to be
conservative."

Sources: Tobacco Earnings Tumble - The Daily News (Harare), October 15, 2002
hitpe//allafrica.com/stories/200210150576.html

Zimbabwe Loses Tobacco Market Share to Brazil, Daily News Says - Bloomberg News, October 16,
2002

http://www.bloomberg.com/fecgi.coi?T=marketsquote99 _news.hi&s=APawCPXYMWmltYmFi
Tobacco farming on its knees - News24 (S. Affica), October 24, 2002

http://www.news24 com/News24/Africa/Southern_Africa/0.1113,2-11-40_1275762.00.litiml

BAT-Zimbabwe “... has strengthened its position as a responsible corporate citizen by investing $6
million in a staff clinic at the company’s factory. Dr David Parirenyatwa, the Minister of Health and
Child Welfare, openad the new $6 million medical facility at BATs offices in Harare last week.
Parirenyatwa said the provision of health facilities at workplaces had become important for the
maintenance of the countrys economic viability, given the background of the HIV/ Aids pandemic
currently ravaging Zimbabwe, and countries in the region. The clinic at BAT offers a wide range of
medical services for the company’s 400 workers. ... To further strengthen its social responsibility, BAT
has also undertaken to contribute 100 percent to all its employees” medical aid facility. After officially
opening the clinic, Parirenyatwa presided over BAT’s long service award ceremony ... Parirenyatwa
urged other companies to emulate BAT in improving the welfare of workers, and recognising
employees for loyalty and dedication.”

Source: British America Tobacco Builds $6m Staff Clinic - The Daily News (Harare), October 30,
2002 http://allafrica.com/stories/2002 10300294 html

“Six officials from the tobacco industry leave for Portugal to attend an International Tobacco
Association (ITA) annual general meeting, where they are expected to lobby against the World Health
Organisation-proposed tobacco controls,” The tobacco industry representatives attending the ITA
meeting are from the Indigenous Air-cured Tobacco Association, the Zimbabwe Tobacco Association,
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the Zimbabwe Association of Tobacco Growers, the Zimbabwe Farmers Union (ZFU)s Virginia
Tobacco Association and ZFU Burley Association.
Source: The Daily News (Harare), October 30, 2002 http:/allafrica.com/stories/200210300286.html

Americas
Brazil

Souza Cruz obtained two more favorable decisions in Brazilian courts, in cases brought against the
company by ex-smokers. Of the 288 cases, Souza Cruz won 108, 83 in first instance and 21 after
appeal to higher level courts. In 38 cases, there are no more avenues for appeals. On these recent
decisions, the judge, from the Rio Grande do Sul state, determined that Souza Cruz’s actions are legal,
advertising is not deceptive or abusive, and it was the plaintiff’s choice to continue to smoke, despite
widespread knowledge about the harmful effects of cigarettes, thus the responsibility is not the
manufacturer’s. The judge in the state of ceara issued similar opinion.

{Note: A great victory for the industry indeed and in sharp contrast with decisions in the recent US
cases.]

Source: Antonio Rezende, legal manager, Souza Cruz.
http:/fwww.maxpressnet.com.br/noticia.asp? TIPO=PA& SQINF=59902

Canada

The du Maurier Arts Council continued to be very active in the sponsorship of the arts in Canada,
expanding its program for young artists. “du Maurier Arts Council president Neil Blanche. "Canadian
universities are training a new generation of exceptional artists and the du Maurier Arts Council is
proud to lend its support to stimulate the emergence and the public awareness of these highly talented
creators”™.”

This year, 22 “emerging artists representing nine institutes of higher learning located in Quebec and
Ontario will share in $175,200 of funding awarded by the du Maurier Arts Council.”

Sources: The deadline to apply for a du Maurier Arts Council grant is rapidly approaching — CNW,
October 1, 2002 http://www newswire.ca/releases/October2002/01/c6569.himl

La date limite pour déposer une demande de subvention auprés du Conseil des Arts du Maurier
approche rapidement — CNW Octoberl, 2002

http://www.newswire.ca/releases/Ociober2002/0 1/¢6570.himi

The BMIJ reported on a Canadian study: “links between Canada’s universities and medical schoois and
the tobacco industry shows that such institutions receive research grants and donations from the
industry and that many tobacco industry officials hold senior university governance appointments.”
Among other findings: “None of the responding universities had policies that banned funding of
research or donations by the tobacco industry”, the “average value of 14 industry funded awards was
$C115 100 (£47 000; $73 000; €47 000)” and that 39% “had actually received donations from the
industry, averaging $C34 500.”

Source: Institutional "Addiction” to Tobacco: Defining Links between the Tobacco Industry and
Canadian Universities and Medical Schools. http://bimj.com/cgi/content/full/325/7367/734/a

David Laudry, western vice-president, Canadian Tobacco Manufacturers' Council, wrote a letter to the
editor of the Edmonton Sun, in response to a celumn calling for the Canadian government to run
“American-style anti-tobacco ads ". In his letter, Laudry said “Canadian tobacco manufacturers, unlike
their American counterparts, have been regulated by governments for decades. The industry has abided
by those rules. Informaticn has been reported and exchanged so government has known what the
industry knows about the health risks associated with tobacco. Health warnings were voluntarily placed
on Canadian cigarette packages in the early 1970s by the industry. There has been no tobacco product
advertising in Canada for over 10 years. There is no tobacco marketing activity aimed at underaged
youth. Light and mild products - with lower levels of tar and nicotine, that are now publicly criticized
in Health Canada ads - were developed at the express request of the federal government. Industry
warned the government at the time that it could make no health claims about these brands. Government
attacks on a responsible, regulated industry would not enly be inappropriate, they would be factually
incorrect.”

Source: Edmonton Sun, October 3, 2002 hitp://www.canoe.ca/EdmontonSun/editorial. himl
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An article described the impact of the pictorial warnings on Canadian cigarette packs and the legal
challenges of the tobacco industry against the government. The article quotes industry lawyer Simon
V. Potter, representing the industry in the Montreal courts, as saying: "We say the package is a vehicle
of expressien and insisting on putting these images on, which vilify the product,” violates the industry's
rights. ... He said that Canada's tobacco industry is "quite happy" to include written health wamings on
the packages, but that the pictures and the accompanying text take up too much space and are
"unjustifiable.”

Source: Canada Hopes Photos Will Coax Smokers To Kick the Habit - Washington Post, October 6,
2002,

hip://www . washingtonpost.com/wp-dyn/artictes/A48763-20020¢t 5 .htm|

“The government of Saskatchewan says it intends to keep defending the province's Tobacco Control
Act against legal challenges. Health Minister John Nilson says the province has been advised that
tobacco giant Rothmans, Benson and Hedges is asking for leave to appeal a recent court ruling. ...
Since March, the province's Tobacco Control Act has prohibited the display of cigarettes in retail stores
that are accessible to people under the age of 18.”

Sources: Saskatchewan won't back down in tobacco fight - CBC News, 12 October 2002
http://chbe.ca/stories/2002/10/1 H/sasktobacco021011

Pravince will fight appeal of its tobacco law - The (Regina) Leader-Post, October 12, 2002

hitp://www canada.com/search/site/story.asp?id=576901 B5-2BCF-4E63-BC87-176E6 1 2B6ABA
Tobacco company to appeal Sask. law restricting cigarette advertising - CP/Leader-Post, October 11,
2002

http://www.canada.com/searclysite/story.asp?id=3FB96B8 |-B769-4C37-938 1 -99 1 E07626E64

The [Saskatchewan] provincial government's "Tobacco Control Act”, combined with the federal
"Tobacco Act”, have made it almost impossible for Imperial Tobacco Canada to let Saskatchewan adult
smokers know that, as of this month, there is a new product available to them, says Christina Dona,
manager of media relations for [IT] "In short, the federal law effectively prevents us from announcing
any details about this new product, and the Saskatchewan law makes it illegal to even let consumers
see its existence when they enter a normal retail store that has decided not to ban access to youth," says
Dona. ... Imperial Tobacco Canada has decided not to name the new product. The focus of this press
release is the government legislations. However, it should be noted that if this press release was
deemed a promotion by federal authorities, it would be in violation of the federal Tobacco Act. Such a
viglation would render the company liable to a fine of up to $300,000 per day and any company officer
found to "acquiesce" to the promotion would be liable to imprisonment for up to two years, says
Dona.”

Source: Imperial Tobacco Canada - Consumers Penalized - CNW, October 30, 2002
http://www.newswire.ca/releases/October2002/30/c6502. hitm|
http:/fwww.newswire.ca/releases/October2002/30/¢6503 . hunli

The Chairman, President & C.E.O. of ITI-Macdonald Corp., Michel Poirier, was the guest speaker at
the Canadian Club of Montreal, presenting on "Ethics vs. Activists -- The Tobacco Experience". "What
was considered as ethical behaviour 10 or 20 years ago may be borderline today -- and could well be
grounds for retroactive lawsuits a few years from now," says Mr. Poirier.” Poirier said that the
“tobacco industry is unfairly depicted as "extremist and untrustworthy" because it remained silent too
long in the face of "outrageous” attacks by activists and "vigilante watchdogs,” ... and “blasted the
industry's detractors, saying "all too often, they offer no facts, ne evidence, no proof whatsoever to
support what they are saying.” ... Poirier denied his company's advertising targets youth and dismissed
numerous medical studies - and assertions from Health Canada and the World Health Organization -
that second-hand smoke kills. ... Poirier said the tobacco industry is ethical and law-abiding and is
marketing a legal product, "enjoyed by 5 million to 6 million Canadians.” ... JTI-Macdonald recently
took out ads featuring an Export A logo in ycuth-criented alternative weekly newspapets to promote
the "Extreme Sports Series,” which features motocross races, car rallies and rock concerts. When a
reporter asked Poirier about the ad campaign, he said it targets 19 to 34 vear olds, saying it is legal
"sponsorship advertising, not brand advertising." Poirier said it can only "appeal to (younger people) if
they see it - and our marketing people take excruciating pains in making sure it is distributed in ways
that people under 19 years old don't see it." Asked about such ads on billboards on highways, he noted
children don't drive. ... Poirier, asked by a reporter whether it wouldn't be mere ethical to try to
discourage people from using a life-endangering product, said, "1 don't know of any program right now
that is successful in reducing smoking in adults".”
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Source: Tobacco exec blasts critics - The Gazette, October 17, 2002

http://www _canada.com/montreal/montrealgazette/story.asp?id={ B29321AE-9010-4709-A131-
E350725EFERF}

Les organismes de santé esquintés par le président de JTI-Macdonald - La Presse

http://www .cyberpresse.ca/reseau/actualites/02 10/act 102100147407 html

Tobacco exec blasts critics - The Gazette

http:// www canada.com/montreal/montrealgazette/storv.asp?id={ B2932 FAE-9010-4709-A 131 -
E350725EFESF)

Ethics vs. Activists: The Tobacco Experience - Michel Poirier, JTI-Macdonald Corp/TBBS

http://www tobacco.orgfresources/Documents/0210 E6poirier.htiml

L.es organismes de santé esquintés par le président de JT1-Macdonald - La Presse

htip:/Awww cvberpresse.ca/reseau/actualites/02 10/act. 102100147407 .html

Allocution du président de la Société JTI-Macdonald - Aprés le tabac, le fast-food et la voiture? - Le
Devoir http//www.ledevoir.com/2002/10/17/11308.html

La tentative desesperee de l'industrie du tabac de se refaire une image - ADNF/CQCT

http://www telbec.com/textes. php?id=20032111&date=2002-10-16

Blowing smoke - The Gazette, October 25, 2002
http:/Avww.canada.com/search/story.aspx?id=24 | 88d6b-1783-4486-a792-3341a7608abf

[Note: this article counters Poirier arguments with tobacco industry quotes)

Tobacco exec doesn't back down - The Gazette, October 23, 2002

http://www canada.com/montreal/nentrealgazette/columnists/story.asp?id={ TAB84A2B-EC94-4C 1 B-
AAB2-560291A9A1EB}
Ethics vs. Activists: The Tobacco Experience. Notes for a Presentation. By Michel Poirier, Chairman,
President & CEQ; JTI-Macdonald Corp. To The Canadian Club Montreal, October 16, 2002
http:/fwww.newswire.ca/releases/QOctober2002/16/c 1461 .html

An op-ed in the Halifax (Canada) paper commented on a letter sent by Imperial Tobacco Company of
Canada to province legislators. According to the op-ed, the letter stated “By helping enhance the
quality of life of Canadians through improved health care for the elderly, increased educational
opportunities for young adults and better access to the arts, we are having a positive impact on society
as a whole," writes Robert Bexon, [IT] president and chief executive officer.” The newspaper writer
comments that while “certain programs may have been funded by the Imperial Tobacco Company and
targeted at the elderly, the smoking and chewing of tobacco has hurt the health of elderly Nova
Scotians substantially more than any band-aid programs the company could ever possibly trumpet.”
Source: The spin doctor is in - The (Halifax) Daily News. By Mark Parent, October L7, 2002
http://www.canada.com/search/storv.aspx7id=d0d0edbb-fb76-4e23-a688-3c77baa8c401

The Toronto Star published an article about industry music promotions that allow smokers only to
attend. These include extremely trendy music groups. “Tickets for the invitation-only event, billed as
lcebox: Party On The Move and also featuring local jazz funk ingénue Ivana Santilli and DJ Paul E.
Lopez, have been doled out as prizes in a contest sponsored by Imperial Tobacco Canada. The Icebox
progtam, a seven-date national club tour that began in Vancouver Oct. 7 and wraps this weekend in
Toronte, is part of a campaign to reintroduce Imperial's Kool brand of tobacco products. ... This direct
marketing ploy is not an isolated initiative. Pop-reggae king Shaggy will appear at the York Theatre
during his only Canadian date Oct. 25 as part of the Red Seat series to promote Imperial brand du
Maurier. ... Cigarette companies have gotten into concert promotion because of stringent provisions of
the federal Tobacco Act. Manufacturers can only place ads in newspapers and publications that offer
85 per cent adult readership, advertise through direct mail publications to aduits, or advertise in places
where children aren't allowed by law and on the sites of sponsored events, as long as the ads are
sponsor-related. ... Critics say Imperial is sending a message to non-smokers that if you don't puff,
you're not invited to the party. ..."

Source: The art of selling cigarettes - Toronto Star , October 16, 2002

http:/fwww .thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_Typel&c=Artic
le&cid=1026146431514&cali_page=TS_ Entertainment&call_pageid=968867495754&call_pagepath=
Entertainment/News&col=969483 191630

An Imperial Tobacco warehouse in Vancouver was robbed and more the 7 million cigarettes were
taken. Imperial Tobacco issued a press release stating that “this kind of violence and theft is a direct
consequence of highly taxed tobacco products” and that because of the high taxes those 7 million
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cigarettes were going to be sold in the black market, making the link between high tobacco taxes and
increase in crime.

Source: Imperial Tobacco Canada - Armed Robbery Near Vancouver - Over 7 Million Cigarettes
Stolen - CNW, October 25, 2002 hutp://www.newswire.ca/releases/October2002/25/¢5025 html
Imperial Tobacco Canada - Vel 4 main armée prés de Vancouver - Plus de 7 millions de cigarettes
volées — CNW htip://www.newswire. ca/releases/October2002/25/¢3300.htm|

Imperial links robbery to tax hikes - Vancouver Sun, October 26, 2002
http://'www.canada.com/search/story .aspx 7id=9¢{35b32-4ed4-46¢5-a509-8869223 1 1¢ 10

“Rothmans Inc. has announced a $5-a-share special dividend while keeping its powder dry for future
acquisitions as revenues hold up despite declining cigarette volumes and harsher competition from
discounters. ... The company said earnings in its second quarter ended Sept. 30 were $23.3 million, 70
cents per share, off from $24.1 million, 73 cents a share, a year ago. Six-month profits were ... up by
$5.5 million ... "Movement to these lower-priced products has been driven by increases in retail selling
prices, principally driven by the rapid escalation of tobacco taxes,” Rothmans said. "The degree to
which consumers will continue to move to discount products is presently unclear."

Source: Rothmans pays $5-a-share special dividend: sales solid despite discounting - CP, QOctober 30,
2002

http:/Avww.canada.coim/national/story.asp?id={8DS2CBIF-3766-43FD-B27B-40A63A 72 1690}

United States

In a worldwide publicized verdict, a “Los Angeles jury awarded $850,000 in economic and “pain and
suffering” damages to 64-year-old Betty Bullock of Newport Beach, who blamed her tobacco addiction
on the company's failure to warn her of the risks of smoking [and who has lung cancer]. The jury
found Philip Morris liable for the fraud, negligence and products liability claims in Bullock's lawsuit
after deliberating for four hours.” A few days later, the same jury ordered “Philip Morris Cos. to pay
$28 billion in punitive damages ... The jury deliberated for about a day and a half in the punitive
damages phase of the trial. Shares of U.S. tobacco companies dipped across the board after news of the
jury award. William Ohlemeyer, associate general counsel, Philip Morris said: "This jury should have
focused on what the plaintiff knew about the health risks of smoking, and whether anything the
company ever said or did impreperly influenced her decision to smoke or not to quit. ... Instead, it
appears that this decision speaks to more general policy issues regarding smoking that can't fairly be
decided in lawsuits like this." Philip Morris announced it would appeal the verdict and legal experts
expect that the sum will be reduced on appeal. Additional quotes by William Ohlemeyer: “[The jurors]
were instructed that punitive damages must bear a reasonable relationship to the compensatory
damages, and you know 33,000 times [the ratio of the punitive award to the compensatory damages] is
not reasonable.” "But as a matter of law, it's illegal, emotional and irrational ... This verdict is so
obviously the result of passion and prejudice that it has to be set aside. We're not going to settle. We
have the time and we have the inclination to let the appellate courts decide what the law is."

Sources: Tobacco Firms Struggling in West Coast Courts - Los Angeles Times, October 5, 2002

http://www latimes.com/business/la-fi-coastSoe10)5,0,962273 stor:

California Jury Awards Smoker $28 Billion - Washington Post, October 5, 2002; Page A02
http://'www.washingtonpost.com/wp-dyn/articles/A45786-20020ct4. html

Stocks Tumble Amid Mixed Jobs Data, Bad Eamings - Fox News/Reuters
http://www.foxnews.com/story/0,2933.64822.00.hunl

L.A. Jury Orders Philip Morris to Pay $28 Billion - Reuters

http://biz.vahoo.com/rb/02 1004/tobacco_lawsuit_philipmorris_7.html

Philip Morris Must Pay Smoker $28 Billion, Jury Says - Bloomberg News
http:/Avww.bloomberg.com/fgcgi.cgi? T=marketsquote99_news.ht&s=APZ3s7ThT7UGhpbGlw

Philip Morris hit by record damages - BBC News

http://news.bbe.co.uk/2/hi/business/230080 1.stin

TPLP Announces Los Angeles Jury Rejects New Philip Morris Defense and Issues $28 Billion
Punitive

Philip Morris to appeal $28 bin punitive verdict - Reuters
htip://biz.yahoo.com/re/021004/tobacco_philipmerris_appeal 1.html
Philip Morris To Appeal Smoking Verdict; Says Result Inconsistent With Facts, Law - Philip Morris
http://www.philipmorris.com/pressroom/press_teleases/bullockverdict.asp

L.A. Jury Deliberating in Philip Merris Lawsuit - New York Times/Reuters. October 3, 2002
htip://www .nvtimes.com/reuters/news/news-tobacco-philipmorris.htm]|
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‘Cigarette giant to fight record damages - BBC News, October 5, 2002
http://news.bbe.co.uk/2/hi/business/2301345 . stm

Are Multiple Punitive Damages Verdicts Overpunishing Big Tobacco? - Findlaw.com

hitp:/Awrit.news. findlaw.com/sebok/2002 [ 007.himl

Is It Smoke or Fire? - National Law Journal/Law.com
http://www.law.com/servlet/ContentServer?pacename=0OpenMarket/ Xcelerate/View&c=LawArticle&c
id=1032128730089& t=LawArticleLit

“Two more lawsuits against tobacco companies have been filed in Los Angeles on the heels of [the]
record $28 billion damages award to a 64-year-old lung cancer sufferer who blamed Philip Morris for
failing to warn her against the risks of smoking.” The suits were filed in Los Angeles Superior Court,
one on behalf of a smoker who died of lung cancer, filed by his wife and children, and one filed a
woman stating her lung and brain cancer was caused by more than 40 years of smoking.

Source: Two more tobacco lawsuits filed in Los Angeles - Forbes.com/Reuters, October 8, 2002
hitp:/iwww. forbes com/markets/newswire/2002/10/08/rtr744820.htm|

US Smokeless Tobacco Company (USSTC) announced the launch of two new products: Copenhagen
Pouches and Skoal Pouches. The new products are described as being “packed full with the moist,
rich, premium-quality tobacco adult consumers expect from Copenhagen and Skoal. ... "Our new
Skoal and Copenhagen Pouches are uniquely positioned to address the demand from adult consumers
for quality tobacco pouch products with authentic flavor and an effective design," said Jill K. Galowitz,
USSTC vice president of new products. "This strategic new product launch leverages the Copenhagen
and Skoal mega brands to redefine and legitimize the pouch segment and drive category growth.” ...
The launch will be supported by a print advertising campaign, direct mail and point-of-sale, delivering
nearly 100 million adult impressions, while eye-catching retail displays will encourage both awareness
and trial.”

Source: U.S. Smckeless Tobacco Company. PR Newswire. October 2, 2002
http://biz.yahoo.com/pmews/021002/myw099_1.htm!

There continued to be wide media coverage of New York’s Mayor Bloomberg efforts to ban smoking
in all workplaces, including bars and restaurants. The Mayor’s proposal is opposed by the United
Restaurant and Liquor Dealers Association, the New Yark Nightlife Association, by the city chapter of
the New York State Restaurant Association, whose vice president stated: “We are not arguing the
health issue ... because it is pretty hard to argue that. But we have heard from a lot of employees who
understand the risks and are fearful that business will decline drastically and they will lose their job.
Maybe that is not good judgment on their part, but they certainly have a right to make that decision.”
Hotel owners are also concerned: “Our members are telling us that cocktail lounges and bars in their
hotels host a great number of visitors from Europe, South America and Asia who insist on smoking,”
said Joseph E. Spinnato, president of the Hotel Association of New York City ... “They may go
elsewhere, causing those cocktail lounges and bars to be less frequented. In that case, the people the
legislation is trying to protect may be without jobs."... Brendan McCormick, a spokesman for Philip
Morris Companies, which has laid low in this most recent battle, said "a handful" of trade groups and
bars had requested money from the tobacco company to help fight the bill. He said the company was
“looking at a broad number of requests.” In 1994, when the City Council was pondering the current
law, the Empire State Restaurant and Tavern Association accepted roughly a half million dollars in aid
from the company.” In addition, tobacco industry consultant Gio Gori also presented testimony at a
hearing stating that there is “no factual evidence” about the harms of second-hand smoke. [Note: As
usual, Gori used his former National Cancer Institute appointment to increase credibility.] Another
industry-linked group, the Cato Institute, through one of its fellows, Robert Levy, wrote “To put it
bluntly, the owner of the property should be able to determine - for good reasons, bad reasons or no
reason at all - whether to admit smokers, nonsmokers, neither or both. Customers or employees who
object may go ¢lsewhere. They would not be relinquishing any right they ever possessed. By contrast,
when a businessman is forced to effect an unwanted smoking policy on his own property, the
government violates his rights. ... Mostly, customers rely on common courtesy and mutual respect in
adjusting to different surroundings. But nosy, intrusive government has exacerbated the problem. ... It
is government, not secondhand smoke, that has poisoned the atmosphere.” {Note: these are the
standard tobacco industry arguments.] There was long public hearing, but no final decision yet on the
Mayor’s proposal, and some counter proposals to weaken the ordinance and provide exemptions.
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[For studies about the tobacce industry campaign against smoke free workplaces, including restaurants
and bars, see www.tobaccoscam.ucsfiedu. There has been no negative economic impact brought by
smokefree measures in the hospitality business.)

Sources: Fighting Mayor's Proposed Smoking Ban - New York Times, October 10, 2002
hitp:/f'www.nvtimes.com/2002/10/10/nyregion/ T0SMOK htm}

Secondhand smoke: Who do you believe? - New York Daily News
http://www.nydailvnews.com/news/local/v-pfriendly/storv/23823p-24408¢ htmi

http:/fwww.nypost.com/news/regionalnews/39400.htm

Anti-Smoke  Ads Set Off An  Alarm -  Newsday.  October 10, 2002
http:/fwww.newsday.com/news/health/ny-

nysmok 1029600 160ct 10.0,2304076.story?coll=ny%2Dhealth%2 Dheadlines

Restaurateurs Should Decide Smoking Issue — Newsday. By Robert A. Levy; October 9, 2002
http//www.newsday.com/news/opinion/ny-vprlev9293583330¢t09,0,2297 | 88.story

Smoking Issue TIs Clear: The Other Side's Wrong - New York Times; October 11, 2002
http://www.nytimes.com/2002/10/1 L/nvregion/1 INY C . him}

In California, Bars Live on Without Their Indoor Smog - New York Times, October 11, 2002
http:/Awww.nytimes.com/2002/10/1 1nvregion/l ICALILhtm]

Debate Kicks Off on Proposed New York Smoking Ban - Washington Post/Reuters, October 10, 2002
hitp://www washingtonpost.com/wp-dyn/articles/A9 14 1-20020c¢t 1 0.html

Mayor Says New York City Smoking Ban Would Save Lives - Bloomberg News, October 10, 2002.
hitp://quote bloomberg.com/focgi.cgi? T=marketsquote99_news. hts=APaX2uRWRETWTF3b3leg

A City Councilman Proposes a Narrower Ban on Smoking - New York Times, October 23, 2002
hitp://www .nytimes.com/2002/10/23/nvreeion/23SMOK .html

There has also been reports of ¢riticism by bodega owners of New York’s increase in cigarette taxes.
Mayor Bloomberg “defended the higher cigarette tax — which bodega owners said was killing their
business - insisting it would stop young people from smoking. ... "It's not fair to target one small
segment of the New York City retail economy to try to balance the budget," said Richard Lipsky, a
lobbyist for smali groceries and cig maker Philip Morris. According to Lipsky, 10,000 stores have
declared bankruptcy or foreclosed this year - an all-time record high for the city.”

Sources: http://www.nypost.com/news/regionalnews/60356.htm

Mayor to bodegas: Stop blowing smoke over tax - New York Daily News , October 23, 2002
http://www.nvdailynews.com/news/local/story/29302p-2784 7¢.himl

There were several reports of mayors in other cities, such as Chicago and Boston, as well as some
counties, considering following New York’s mayor Bloomberg and banning smoking in bars and
restaurants as well as other workplaces. “Folks are watching New York," said a member of the
American Beverage Licensees, another national bar owners group. "Wherever that line gets drawn,
others will likely follow."

Source: Mayor's ban wagon - New York Daily News, October 3, 2002

htip://www nydailynews.com/10-03-2002/news/story/23752p-2251 1¢c.html

“The U.S. government's racketeering lawsuit against Philip Morris Cos. and other cigarette makers was
postponed until September 2004 by a federal judge who said wrangling over pre-trial document
exchanges will make a 2003 trial date difficult to meet. U.S. District Judge Gladys Kessler said the
Justice Department and the cigarette makers differ over whether some government documents should
be given to the companies. Documents from the Federal Trade Commission and the White House “"will
undoubtedly raise many privilege issues," Kessler wrote. ... The Justice Department, under the Clinton
administration, sued in 1999, seeking $20 billion in damages. The suit claimed the companies,
including R.J. Reynolds Tobacco Holdings Inc. and Lorillard Inc., engaged in a 30-year pattern of
racketeering to mislead the public and Congress about the risks of smoking. The judge last year threw
out U.S. claims to recoup money spent by the government to treat sick smokers through Medicare and
other health-care programs.

Source: Tobacco Companies Won't Face Justice Dept. Lawsuit Until 2004 - Bloomberg News, October
3,2002. http://www.bloomberg.com/facgi.cgi?T=marketsquote99 news.ht&s=APZtnthTIVGOY WNj

“The jury in the Miami-Dade county circuit court rejected the claims of Julia Tucker, who claimed that
exposure to environmental tobacco smeke while working on flights for more than 20 years caused her
chronic sinusitis, Lorillard, the No. 4 U.S. cigarette company, said in a statement. [n 1998, flight
attendants reached a settlement in a class action suit brought against Big Tobacco. The settlement gave
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no money to the flight attendants but allowed nonsmoking attendants to seck compensatory judgments
for injuries they claimed were caused by cigarette smoke aboard aircraft.”

Source: Tobacco cos cleared in Miami flight attendant suit — Reuters, October 4, 2002
http://biz.yahoo.com/re/021004/tobacco miami_{.html

Philip Morris Says ETS Verdict Backed by the Law and Facts - Business Wire

http:/www busingsswire.com/cei-bin/f_headline.cgi?bw. 100402/222772226

R.J. Reynolds Tobacco Company Wins Flight Attendant Case in Florida - PRNewswire-FirstCall
http://biz.yahoo.com/prnews/02 1004/chfB13_1.html

Lorillard Tobacco Company Comments on Verdict In Miami Environmental Tobacco Smoke Case —
PRNewswire http://biz.yahoo.com/pmews/021004/chf012 1 html

“The U.S. Supreme Court let stand a ruling that dismissed a constitutional challenge to the $206 billion
1998 tobacco settlement, Without comment, the high court rejected an appeal by a small tobacco
company, Star Scientific Inc., that sought to reinstate the lawsuit the company filed in 2000 over the
settlement and a Virginia state law that implemented it. ... The Star lawsuit ... challenged the
constitutionality of the Virginia law that requires tobacco companies that did not join the settlement to
pay part of their cigarette revenue into an escrow account to cover state claims that could arise against
them in the future.”

Source: Challenge to '98 Tobacco Settlement Loses - New York Times/Reuters, October 8, 2002
hitp://www.nytimes.convreuters/business/business-court-tobacco.htm|

“A consortium of tobacco companies, including ... Brown & Williamson [and JTI International USA,
Lane Ltd., Liggett Group, S&M Brands Inc. and WindRiver Tobacco] has teamed with retailers to
create... Retail Rights, {to lobby] state legislatures to pass laws that would prohibit cigarette
manufacturers from being able to use promotional fees on top of the merchandising payments they
make to retailers for space and signs. The supporters of Retail Rights contend that larger tobacco
companies are able to use their financial muscle te the point that smaller companies are being squeezed
off some retailers’ shelves.”

Source: Louisville (KY) Courier-fournal, October 6, 2002
http://'www.courier-journal.com/localnews/2002/10/06/ke 1006025289864 . htm

PR Newswire htip://biz.vahoo.com/prnews/02 1006/chsu00] _I.html

AP, October 7, 2002 http://www kentucky.com/mld/kentucky/4228713 .htm

“A report prepared for a Phoenix think tank that opposes Proposition 303 concluded that a 60 percent
increase in taxes on cigarettes would lead to an increase in smuggling and would drain police
resources, Robert Levy, a scholar with the Washington, D.C.-based Cato Institute, argues in his
analysis of the measure that the tobacco tax would encourage black markets and keep the Department
of Public Safety busy combing the back roads of Arizena looking for contraband cigarettes. "Higher
tobacco taxes are an incitement to criminal trafficking and wrongheaded economics,” said Levy in a
paper prepared for the Phoenix-based Goldwater Institute.” [Note: The Cato [nstitute has many links
with the tobacco industry and often releases industry-friendly reports on a series of tobacco control
policy issues.]

Seource: http://fwww.azcentral.com/news/articles/1 008running08.hanl

“A major maker of smokeless tobacco has settled a lawsuit by a former customer who contracted
tongue cancer, in what could be the first time a tobacco company has agreed te pay an individual for
injuries said to be caused by its products. The manufacturer, UST Inc., which is based in Greenwich,
Conn., has reached an unspecified "resolution" with the former customer, Michael L. McMullin [29
years old] ... Cigarette manufacturers have never settled a case with an individual smoker, to prevent an
influx of new claims ... "If we believed there was a substantial pool of plaintiffs out there, then I think
we might have come to a different decision,” said UST's chaitman and chief executive, Vincent A.
Gierer Jr. Although no terms of the settlement were disclosed, Richard H. Verheij, UST's general
counsel and executive vice president, said the "outcome provides for payment of attorneys' fees and
other expenses."

Sources: Smokeless-Tobacco Suit Settled, October 12, 2002. UST's press release is available at;
http://biz.yahoo.com/djus/021011/1709000744_2.html

Company Agrees to Settle Suit Brought by Former Snuff User - New York Times/AP, October 13,

2002 htp//www.nytimes.com/2002/10/13/national/ | 3SNUF.htm]
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“UST [Inc. announced that third quarter 2002 net sales increased 10.8 percent to $451.3 million, net
earnings increased 5.1 percent to $130.5 million ...compared to the corresponding 2001 period. ... The
increase in third quarter selling, advertising and administrative expense is attributable to higher legal
and related costs, marketing and administrative expenses. "Our business continues to grow in a difficuit
economic environment," said Vincent A. Gierer, Jr., UST chairman and chief executive officer. "The
Company remains on track to post record results for the year in net sales and net earnings.”

Source: PR Newswire ; October 18, 2002 hitp://biz.vahoo.com/prnews/021018/nyf01 1 1. html

“Tobacco holding company Vector Group Ltd. ... lowered full-year 2002 operating income guidance
for its Liggett cigarette unit to a range of 3110 million to $115 millien from the prior range of $120
million to $125 million. Vector attributed the reduction to lower sales of its premium-priced cigarettes
and increased promotional spending on its premium brands driven primarily by weak economic
conditions, substantial excise tax increases in many states, and significant promotional and pricing
activity from the major U.S. cigarette manufacturers. Other factors cited by Vector include increased
proliferation of illegally sold cigarettes and volume growth of manufacturers that are not complying
with terms of the 1998 Master Settlement Agreement between 46 states and the major U.S. tobacco
companies.”

Sources: Source: Reuters, October 14, 2002
hitp://biz.vahoo.com/rc/02 101 d/tobacco_vector_outlook 1.himl

Business Wire http://biz.vahoo.com/bw/021014/142416_1.html

At a time where prize brands are struggling against the generic cigarette markets, a “Miami-based
generic cigarette maker Trademark Holdings Corp. faced a tough choice recently: Cease production of
its new and profitable Cowboys brand cigarettes -- which are packaged with the image of a cowboy
astride a horse -- or shoot it out with Philip Morris U.8.A. in an intellectual property lawsuit. ... [Philip
Morris] claimed that the cowboy logo infringes on the tobacco giant's famous Marlboro man
trademark. The letter demanded that Miami-based Sun Tobacco, which imports the cigareties from
South America for Trademark, immediately stop sales and distribution of Cowboys and destroy all
cigarettes in its inventory ... Trademark chose to fight. It continued supplying distributors nationally
with Cowboys cigarettes. And on Aug. 16, it filed a lawsuit in U.S. District Court in Miami seeking a
declaratory judgment that its use of the Cowboys name and caballero image does not infringe on Philip
Morris' intellectual property. ... In response, [Philip Morris] filed counterclaims and a third-party
complaint in the same court, alleging that Trademark's Cowboys brand, along with its Bronco and
Silver lines, infringed on the company’s intellectual property rights.”

Spource; Miami Cigarette Maker Faces Marlboro Man in Court. Miami Daily Business Review;
October 21, 2002 http://www. law.com/jsp/article jsp?id=1032128783264

Tobacce Showdown - Convenience Store News
hitp://fwww.csnews.com/csnews/headlines/article_display.jsp?vnu_content_id=1747242

“The New York Times reports that President George W. Bush's nominee for commissioner of food and
drugs, Dr. Mark B. McClellan, "believes tobacco is an "avoidable health risk,” [but] he does not intend
to tackle the contentious issue of whether the Food and Drug Administration [FDA] should regulate
cigarettes ... Dr. McClellan, who is 39, will assume control of a vast agency with a $1.6 billion budget
and the authority to regulate products that account for 20 cents of every consumer dollar spent. ...
Asked whether he would support FDA regulation of tobacco, a crackdown the agency attempted in the
mid-1990s, McCleilan responded that the US Supreme Court had ruled that the FDA lacks that
authority. ..."

Source: Stan Shatenstein’s News & Information. Brief and Cordial Confirmation Hearing for F.D.A.
Nominee - New York Times http://www.nvtimes.com/2002/10/07/politics/07CND-FDA html|

Kennedy endorses FDA pick - Boston Globe/AP
htp://www.boston.com/dailyelobe2/28 | /nation/Kennedy_endorses FDA _pick+.shtml

“R.J. Reynolds Tobacco Holdings Inc., the No. 2 U.S. cigarette maker, may follow top rival Philip
Morris Cos. by cutting forecasts again and boosting spending to fend off discount brands, analysts said.
... The number of cigarettes shipped by R.L. Reynolds to U.S. retailers declined 2.5 percent in the
second quarter, the company said.”

Source: Bloomberg News, October 6, 2002

hitp://'www bloomberg.com/fecgi.coi? T=marketsquoted9_news.ht&s=APaAZKRY | UiSKLiBS
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“...R.J. Reynolds, Philip Morris Cos., British American Tobacco Ple, and other tobacco companies and
their trade associations in California spent $449,755 lobbying state lawmakers during the second
quarter that ended June 30, up 18 percent from the previous quarter, according to the study by the
California chapter [Commeon Cause] ... California fawmakers in August rejected proposals to increase
the per-pack sales tax on cigarettes.”

Sources: Bloomberg News, October 16, 2002

http://'www bloomberg.com/feeei.cgi? T=marketsquote99 news.ht&s=APa3THixWDVGOY WNj
Common Cause http://commoncause.org/states/california/archives/oct-02tabacco.html

Tobacco money spreads in capital, group says. October 17, 2002. Press Enterprise

http:/Awww pe.com/localnews/stories/PE_NEWS nasmokel7.al6be.html

“The maker of Skoal, Copenhagen and Rooster brand smokeless tobacco has agreed not to hand out
free samples on public grounds in California, and to reimburse the state $171,000. U.S. Smokeless
Tobacco Co. was giving away the samples at fairs where there were minors, violating state law,
Attorney General Bill Lockyer alleged in a civil lawsuit. The company denies the allegations in its
settlement, saying it gave away about 1,400 samples at two adults-only events and thought it was in
compliance with state law. Both sides said they settled to avoid the cost and delay of litigation.”
Sources: Tobacco Co. To Halt Samples - Newsday/AP, October 17, 2002

hitp://caag state.ca.us/newsalerts/2002/02-120.pdf
http://www.newsday.com/business/investing/wire/sns-ap-smokeless-

Philip Morris sponsored the “Seventh Annual Corporate Conference on Domestic Violence Awareness
Presented by Philip Morris Companies Inc., the New York Women's Agenda, and the Corporate
Alliance to End Partner Violence” where more than “400 business, community and government leaders
will meet ... to develop solutions that address the negative impact domestic abuse has on U.S. business
and strengthen services employers can provide to help workers affected by this sericus crime.”
Source: PR Newswire, October 22, 2002  http:/tbutton.prmewswire.com/prn/11690X 18984770

A recent study by the Center for Responsive Politics showed that “the top 100 donors in U.S. politics,
including the three tobacco companies [Philip Morris USA, R.J. Reynolds Tobacco Co. and its one-
time subsidiary R.J.R. Nabisco, and the parent company of U.S. Smckeless Tobacco Co.], gave more
than $lbillion to federal candidates and political parties during the 14-year period.” The tobacco
industry contributed $36.8million to federal candidates and political parties since 1989. The study also
state that “Philip Morris has also been the leading overall campaign contributor to Republicans in
federal elections since 1989, giving $14,300,228. Philip Morris ... is the leading campaign contributor
to Republicans in federal elections during the 2001-02 election cycle, giving $2,666,163 {as of October
2). Philip Morris also gave $537,638 to Democrats during the 2001-02 cycle.”

Source: Tobacco money a mainstay in politics - Winston-Salem Journal, October 23, 2002
http://www journalnow.com/wsi/MGBLHU40OM7D.html

Tobacco Industry Gave More Than $7.3 Million in Federal Political Contributions To Date in 2001-
2002 Election Cycle - CTFK
http:/story.news.yahoo.com/mnews?tmpl=story &u=/021022/180/2hv24 htm|

Blue Chip Investors: The 100 Biggest Donors to Federal Elections - Center for Responsive Politics
http://www.opensecrets.org/pubs/toporgs/index.asp
http:/www.opensecrets.org/pubs/toporas/appendix,asp

hitp.//www.opensecrets,ore/orgs/list,asp?Order=A & View=P

Lorillard Tobacco Company, a unit of the Loews Corporation that makes brands like Newport and
Kent, is suing the American Legacy Foundation in a North Carolina court saying hat the foundation’s
media campaign, Truth, vilify the tobacco companies. “Other companies have used letters, phone calls
and e-mail messages to make it known that they are not pleased. "We need to communicate positive
messages about why youth should not smoke,” said Steven C. Watson, a Lorillard spokesman. "lt's
wrong to attack our company.”... Tobacco company officials argue that their own programs, like Philip
Morris's "Think. Don't Smoke." and Lorillard's "Tobacco Is Whacko if You're a Teen,” have
contributed to the decline [in youth smoking]. ... Lorillard is asking not for money but for a
clarification of the [Master Settlement Agreement terms].” Philip Morris and R.J. Reynolds have
protested similar campaigns in California and Florida

Source: Cigarette Makers Take Anti-Smoking Ads Personally - New York Times, October 27, 2002
http:/fwww . nytimes.com/2002/10/27/business/yourmoney/27TOBA html
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United States/Canada

“The Bush administration has bluntly told Canada it is not welcome to sue big tobacco in U.S. courts.
In a legal brief filed quietly in the U.S. Supreme Court, Washington argues that Canada should use its
own courts if it wants to pursue the U.S.-based R.J. Reynolds tobacco empire for tax revenues the
Canadian government claims it lost due to alleged cigarette smuggling in the early 1990s.... The
American administration urges the Supreme Court to reject Canada's last-ditch bid to revive its novel
$1-billion US civil suit under U.S. federal anti-racketeering laws which was thrown out last year by the
Second Circuit Court of Appeals in Manhattan.”

Source: U.S. wants Canadian court to pursue tobacco giant - Southam News/Vancouver Sun, October
12, 2002 http://www.canada.com/search/site/story.asp?id=AC040354-FB53-494 | -AF 1 3-
98DEBQ02CICE

Eastern Mediterranean
Iran

*“The Iranian cabinet has drafted a bill which would end the state monopoly on tobacco sales, opening
up the market to private manufacturers ...”

Source: IranMania.com

http://www.iranmania.com/news/Article View/Default.asp?NewsCode=12476& NewsK ind=Business[c
onomyv& ArchiveNews=Yes

Morocco

“The Moroccan state-owned tobacco company has sold in 2001 a total of 14.2bn cigarettes and posted
a turnover of 8.89bn Moroccan dirhams (838.6m US dollars), compared to 8.42bn dirhams (794.3m
dollars) in 2000. ... The sale of locally-made cigarettes, representing 86 per cent of the market, was
worth 12.2bn dirhams (1.15bn dollars), posting a 3 per cent compared to the previous year.

Source: MAP news agency web site, October 12, 2002
http://hoovnews.hoovers.com/fp.asp?layout=displaynews& doc_id=NR20021012670.2_f45600022¢2a4d
38a

Pakistan

“Pakistan Tobacco Company Limited had managed to swing back to a profit of Rs354 mitlion in 2001,
after six years of serial losses. ... Pre-tax profit, nonetheless, rose sharply by 175 per cent to Rsd417
million, from Rs152 million and after tax profit showed growth of 92 per cent to Rs248 million, from
Rs129 million. "Effective cost management, improvement in company’s brand mix, stable exchange
rates, and price increases during the second half of 2001, have helped to achieve these remarkable
results,” directors claimed in their half term review. ... New products introduced during the past two
years accounted for 33 per cent of PTC's sales during the six months under review, which the company
said was unparalleled performance in new product innovation in the cigarette industry. The company
has continued to claim that four out of the five top selling brands in Pakistan, are those of PTC.... For
PTC, it isn't still a smooth journey, "We reiterate that tax evading sector remains a major threat to the
government revenue and to our business," directors complain in their half term report, adding that the
steps taken by the government in the past to check evasion had been encouraging.

Source: http://www.dawn.com/2002/10/10/ebr8.htm

Europe
Belgium

There were several accounts of the cancellation of the 2003 Belgian Grand Prix (of Formula | race)
given that Belgian legislation banned advertising and did not make an exception for F-1 sponsorship.
Five F] teams -- world champion Ferrari, McLaren, Renault, Jordan and British American Racing --
have tobacco sponsorship and F-1 governing body, FI1A, agreed to stop all tobacco sponsorship by
2006. FIA said it would reconsider adding Belgium to the calendar for 2004, given that the circuit is
one of racers and fans favorite, if government enacts an exemption.

Sources: F1-Belgian Grand Prix on if tobacco adverts out - Reuters
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http://www.reuters.co.uk/newsArticle. jhtm|?type=searchNews&storyl D=1 520778

Tobacco sponsorship banned in Belgium - ESPN/Reuters, October 25
http://espn.go.com/rpm/f1/2002/1025/1450936.htm]

Belgian Grand Prix set to be axed - Reuters
hitp://'www.reuters.co.uk/newsArticle.jhtml;isessionid=LVLOOJCOX0 13ACRBAEZSFFAMype=sports
News&storyID=1634043

Formula One hits back in tobacco row - Reuters, October 30, 2002
http:/riwww.reuters.co.uk/newsArticle. jhtmi?type=searchNews&storyID=1654578

Agence France Presse (AFP), October 30, 2002
hitp:/sport.news.com.aw/common/story_pare/0.4057.5388713%255E9969.00.htm]

zech Republic

“Up to 2.5 billion cigarettes will be imported illegally this year, according to Richard Vavrik,
managing director of Reemtsma, which sells the West and Davidoff brands. Customs officials say the
figure is lower -- up to | billion -- but they admit they are having a tough time stemming the flow of
contraband. ... Manufacturers and customs officials say tobacco tax increases and insufficient
investment at the nation's borders is causing the trade ... lan Ferguson, chairman of Philip Morris CR,
which has an 83 percent market share in this country, said he has not noticed any increases in
smuggling this year. He said the question of future increases would depend on border controls, which
he said were sufficient. But Reemstma's Vavrik said the Customs Service had failed to crack down on
informal street markets near the German and Austrian borders, which he said were responsible for the
sale of more than half of the smuggled cigarettes. "The biggest problems are the marketplaces. They
are selling brands that are not even made here," Vavrik said. ... Philip Morris CR and Reemstma both
denied they were involved in smuggling in this country, at least not actively. "You can complain that
tobacco companies are selling to 'difficult’ customers, let us put it like that. And you can imagine that
the cigarettes will come back. But there is, for sure, never such a thing as a tobacco company involved
in active smuggling,” Vavrik said. ... Customns Service statistics reveal major cigarette exports this year
to Slovakia, which depends on manufacturers here for supplies, and to Belgium, which has well-
developed factories of its own and does not consume Czech cigarettes, according to Reemstma's
Vavrik.

Source: Tobacce smuggling on the rise - Prague Post, October 23, 2002

http://www.praguepost.com/PO3/2002/Art/1023/busid.php

France

Marlboro signed a partnership contract with Peugeot, valid until 2006, when tobacco advertising in car
racing will stop. Peugeot cars will be colored red and white, and the company will receive US$ 2
million for the deal. The team will be called Marlboro Peugeot Total. Corrrade Provera, head of the
French team, said that being contacted by Marlboro gave the Peugeot team a great sense of pride and
that with the deal they will become a more popular “window” than they would ever be without the
association with Marlboro.

Source: Peugeot et Marlboro li¢s jusqu'en 2006 - Le Monde, October 8, 2002
hutp:/www.lemonde.fi/article/0,.5987.3242--203229-.00.htinl

Germany

“German chancellor Gerhard Schroeder said tax "privileges" and subsidies in general need to be
reduced due to an expected decline in fiscal revenues but there are no plans to raise tobacco taxes...
Schroeder said: "We're not thinking of increasing the tobacco tax and | don't expect these proposals -
independent of an evaluation of its substance - to have a chance of being realised." This despite earlier
reports that the Ministry of Health and other Cabinet level member favored a tobacco tax increase. The
news must have been well received by the head of the Labor Union for Food, Enjoyment and
Restaurants, who had warned that such a tax increase would destroy about 50,000 jobs, or every fourth
job in the German tobacco industry.

Source: Schroeder says tax 'privileges' must be cut, but tobacco tax won't be raised - Ananova
http://'www ananova,convbusiness/story/sm_681233 html?menu=business.latestheadlines

Ohne scharfe Schnitte leidet der Patient, 30 Septembre 2002, Trierischer Volksfreund
http.//www.intrinet.de/news/hintergrund/164559.php3
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German government parties play down talk of broad tax hikes as coalition talks get under way, 30
Septembre 2002, Yahoo News,
http://story.news.yahoo.com/newstmpl=storv&u=/ap/20020930/ap_wo_en_po/germany new govern
ment_7

Bundesaerztekammer (German Medical Association) press release, 27 Septembre 2002,
http://www,bundesaerztekammer.de/25/20020927/200209272 . html
http://story.news.yahoo.com/news?tmpl=storv& u=/nm/2002 1003/h]_nm/germany_cigarette dc |

The Lancet published a letter exchange addressing issues related to the German’s government position
in tobacco control; “...Unfortunately, industry links with government seem to have continued since
Kohl left office. Tobacco-industry journals still describe Germany as a strong supporter of the tobacco
industry. ... The government has attracted further ridicule by accepting €11-8 million of industry
funding for a 5-year tobacco-contrel programme4 that purports to prevent children and adolescents
from smoking. ... Moreover, the industry contract with the German government explicitly stipulates
that the cigarette industry, their products, or cigarette trading must not be discriminated against, and
adult smokers must not be denigrated, precluding the campaign from preventing youth smoking. By
Anna Gilmore, Ellen Nolte, Martin McKee, Jeff Collin,

Reply from the Drug Commissioner of the German Federal Government

“Anna Gilmore and colleagues misrepresent the German Federal Government's contract with the
cigarette industry and make exaggerated political insinuations and assumptions. 1 protest on behalf of
the German Federal Government against these accusations. ... The industry constitutes a financial
building block within the framework of a national prevention fund to which, alongside the statutory
health insurance funds and affected organisations, it is expected to make a contribution, The contract is
open for public perusal on the intemet. ... Germany seeks also to introduce additional more stringent
regulations on smoking. The Protection of Young People in Public Act new includes a ban on the
distribution of tobacco products to people younger than age 16 years. Also cigarette vending machines
must be secured to prevent access for this age group. Advertisements for tobacco and alcoholic
beverages cannot be shown in cinemas before 1800 h. Under the new Work Place Ordinance,
employees will be granted a legal right to have a smoke-free workplace. By Marion Caspers-Merk
Source: Continuing influence of tobacco industry in Germany - The Lancet

Volume 360, Number 9341, 19 October 2002

http://www thelancet.com/journal/vol360/iss934 1/full/llan.360.934 1 .correspondence 22788, !

The German advertising agency HSB&K is developing a youth smoking prevention prigram for Philip
Morris, targeting children 8 to 14 years old. The campaign will include ads in all medias, at sports
events and on the Internet. The Internet campaign will be called “School Sports year™ and the
campaign slogan is “Strong kids don’t smoke.” Philip Morris name is not mentioned anywhere in the
campaign.

Source: "HSB&K entwickelt RaucherPraventionskampagne", 16 Octobre 2002
www.horizon.net/archiv/horzont_net/pages/show.prl?id=40374

Greece

“Greek bar owners will escape the full effects of a smoking ban after the country's government pledged
to balance health concerns with the rights of smokers. ... The Greek government has agreed to exempt
pubs, bars and nightclubs from a ban that will stop people lighting up in public. ... The speaker of the
Greek parliament, Apostolos Kaklamanis, said the country, which tops the EU smoking league with 45
per cent of the population regularly lighting up, wanted to avoid "the extremes seen in other countries”
where bans have severely hit pub and bar trade. He cited the US, where he said "smokers feel like the
dregs of society”. As a result, bars and nightclubs which only open in the evening, along with
traditional coffee shops where smoking is part of the culture, will be exempt from the ban. Other bars
and restaurants will have to make 50 per cent of their premises non-smoking.

[Note: partial bans like these do not improve health of patrons or hospitality workers. |

Source: Greek smoking laws give hope to UK pub trade - The Publican. October 3, 2002

http://www thepublican.com/cgi-bin/item.cgi?id=74 1 5&d=1 1 &u=3alcB43&m=255

Hungary

“Satisfying the Magyar nicotine taste buds, keeping the peace between smokers and anti-smokers and
running a successful business that has won international acclaim is all in a day’s work for the head of
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Hungary’s market-leading tobacce manufacturer. "When talking of human values [ am a down-to-earth
Scotsman from the west coast of Scotland," said John Paterson, 4!, General Manager of British-
American Tobacco Magyarorszag Kft (BAT). ... "BAT came to Hungary 10 years ago and without a
doubt has become one of the group’s most successful acquisitions since the [Berlin] Wall came down.
... Hungary does have an anti-tobacco lobby, but perhaps it is less vocal than in other countries,” he
said. To balance the bill he explained that BAT was among the first companies in Hungary and Europe
to prepare a "social report” (addressing the social issues surrounding smoking) based on social
dialogue, initiated last fall. ... Paterson said that since cigarette advertising was no longer allowed in
newspapers and magazines, the company spent less on traditional marketing and had shifted towards
personalized one-to-one marketing, for example through the Internet. ... To improve relations between
smokers and non-smokers, BAT is supporting an initiative to help set up special smoking rooms within
companies. "This is another way for BAT to help employees meet legal requirements,” he said. He
explained that the rooms had a positive impact for a number of reasons. "They are places where people
meet people,” he said. ... He added that any attempt by BAT to discourage minors from smoking and
unhealthy living would be viewed as hypocritical by the public and that was why BAT did sc through a
third party. "We had to commission a third partner," he said. "[n some respects in this area we are
ahead of legislation and strictly-enforced international guidelines." ... BAT produces more than 25
types of cigarette, with its flagship brand Sopianae the market leader in Hungary. The company has a
40% total market share... BAT also sells a range of international brands including Pall Mall, Kent,
Lucky Strike and Dunhill. After the recent flooding of the Danube river, the company contributed Ft10
million ($40,000) towards restoration of the damaged to the Gemenc Forest and Game Park. About a
month ago the research group Hewitt Inside carried out a survey of the best werkplaces in Hungary
which placed BAT second, based on employee satisfaction, flexibility and wages.

Source: BAT blazing a trail in Hungary - Budapest Sun, October 10, 2002 - Volume X, Issue 41
hitp://www budapestsun.com/full_story.asp?Articleld={ A4985F2E71994DADIS3IS0I DF55208057 &
From=Business

lialy

“Ente Tabacchi Italiani's eight bidders will probably pass to the next round in the government's
selection of a buyer for Italy's cigarette maker, MF reported, without citing anyone. British American
Tobacco, the Benetton family, Swedish Match and the other bidders will sign agreements on Qct, 23
that will give them the right to see information on ETI's finances, the newspaper said. Non-binding
offers must be made before the end of November ... ETI's buyer will gain a dominant position in a i3
billion- euro tobacco market, second in Europe to Germany.”

Source: Bloomberg News, October 16, 2002

hitp://quote.bloomberg.com/tecgi.cgi? T=marketsquote99 news.hi&s=APalTDhTTRW30ZSBU

Malta

A container-load of counterfeit cigarettes intercepted by [Malta] Customs officials. In response to the
increase in counterfeit cigarettes, the Central Cigarettes Company Ltd placed a full page ad in the local
newspaper saying "Do not be part of a criminal act. Do not help criminals get richer”. Central
Cigarettes, the maker of Rothmans, Dunhill and Royals, has approximately 90% of the market in
Malta. ... “Central Cigarettes general manager Ronnie Abela said his company was working hand in
hand with the police and the Customs Department to intercept counterfeit cigarettes. Mr Abela said the
vast majority of these cigarettes were being sold "under the counter”, though in one instance one
particular wholesaler placed counterfeit packets in a vending machine. ... The Customs department
spokesman said the majority of fake cigarettes seized this year were being passed off as Rothmans. ...
Last June, Central Cigarettes organised a seminar for Customs and police on counterfeit cigarettes and
contraband.”

Source: Counterfeit cigarettes, Customs on high alert - The Times (Malta). October 1, 2002 by
Herman Grech http:/www.timesofmalta.comn/core/article. php?id=109820

Poland

Poland increased duty on imports of tobacco in an effert to boost the domestic tobacco industry and
assist tobacco growers. “We don’t know what the real reason behind this is, but it goes against the idea
of an effective two-way dialogue,” said Marco Terribilini, the president of U.S. tobacco firm Philip
Morris in Poland. “We have invested tens of millions of Z'oty with our farmers to develop the local
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agronomy and to improve the tobaccos grown in Poland.” ... [The] quantities of tobacco cigarette
makers buy from domestic growers are not determined by the prices of imports, but by the blend
composition of their products, tobacco makers argue. Since blends must remain constant to maintain
consistent quality, Philip Morris, which currently buys around 50% of Polish tobacco production, will
not substitute tobacco imports for domestic tobacco, Terribilini said. ... In the worst scenario the duty
will actually lead to a decline in the sales of cigarettes made in Poland, further depressing demand for
domestically grown tobacco.

“The danger is that if the new duty level leads to an increase in prices, it will widen the price gap
between cigarettes manufactured in Poland and illegal imports,” said Jerzy Skiba, the project manager
at the National Tobacco [ndustry Association (KSPT). He added that sales of smuggled cigarettes have
remained at 2001 levels this year, representing around 20% of Polish cigarette sales, according to
KSPT research.” :
Source: Tobacco profits up in smoke after tax hike - Warsaw Business Journal, October 7, 2002
htto:/f'www,wbj.pl/user/article.asp?ArticlelD=161114

Russia

“Russia is expected to import about 5 billion cigarettes this year, a 30 percent decline from 2001, the
U.S. Department of Agriculture said in a report. ... Imports have declined because most Western
brands have moved production to Russia to avoid import tariffs.”

Source: Moscow Times; October 7, 2002 http:/www.moscowtimes.ru/stories/2002/10/07/061 .himl

Serbia

“Philip Morris said it was interested in purchasing Serbia's largest tobacco plant which is due to be
privatised early next year. Philip Morris [nternational has submitted a letter of interest for the plant,
Duvanska Industrija Nis (DIN), general manager for south central Europe Alain Jonis said. ... Tenders
for the plants are expected to be invited by the end of the year, according te earlier reports in local
media which named British American Tobacco and Japan Tobacco International as companies also
expressing interest in the biggest plant. "We believe we will have indeed a good chance, Philip Morris
is the worldwide leader in the cigarette business, DIN is the leader in the cigarette business in Serbia,
and we believe there is room for great partnership between these two companies,” Jonis said. ... In
August, Philip Morris International opened a local company in Belgrade which will for the moment
import the original Malboro brand, hoping eventually to produce it locally if the purchase of DIN
succeeds.”

Source: Philip Morris eyes Serbian tobacco plant — Reuters, October 10, 2002
http://biz.yahoo.com/re/021010/tobacco_vugoslavia_privatisation_1.htm|

Spain

It was repotted that Philip Morris, which currently has promotions (to win trips, cars, motorcycles,
among other prizes) related to three of its brands (LM, Chesterfield and Marlboro), has encountered a
problem in La Rioja. PM states that the contests to win are for smokers 18 years or older only, living
in Spain, except in La Rioja. The exception is because of a local legislation banning such tobacco
promotions. Alfonso de las Heras, PM’s Corporate Relations, stated that this is the first time that a
region is excluded from these promotions, but it is impossible to avoid that coupons arrive at the region
(coupons are distributed in the cigarette packs), since packs are produced to be distributed country-
wide. PM requested a meeting, not yet granted, with the Health authorities to review the law, which
the company states, is not clear. !

Source: Una Ley impide a los riojanos acceder a concursos de tabaco, October 8, 2002
http://servicios.elcorreodigital.com/alava/pg02 | 008/prensa/noticias/Rioja/200210/08/VIZ-RIC-
099.html

To comply with the EU directive on tobacco products labeling, Spain adopted new warnings on
cigarette packs, to be implemented September 2003, but left it to the industry to choose the wording of
the warnings. The industry will have the choice of weaker warnings. For example, instead of “smoking
kills”, the industry can use “smoking may kill”, preceded by a “the health authorities warn”, Tobacco
companies also decided not to include pictorial warnings as it is used in Brazil and Canada. But the
Spain measute does ban the use of descriptors such as “lights™ and “mild”. The director of the Spanish
tobacco manufacturers associations said that the industry will collaborate with the government in
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implementing the new measures. The Spanish health authorities also announced that they are
expecting approval of the comprehensive tobacco control plan that includes accommodation of
smokers and non-smokers in workplaces.

Sources: La Vanguardia; October 20, 2002

http://www lavanguardia.es/cgi-bin/noti_print.pl?dia=1%_10&link=vb1942a&sec=soc

Las tabacaleras tendran que hacer publicos sus estudios sobre adiccion - El Pais; October 19, 2002
http:/Awww elpais.es/articulo.html?d_date=20021019&xret=20021019elpepisoc_3&tvpe=Tes&anchor
=elpepisoc

El tabaco tendrd menes nicotina a partir de 2004 y las cajetillas avisaran que fumar mata - ABC,
October 19, 2002 hip:/abe .es/Sociedad/noticia.asp?id=136873&dia=19102002

Sanidad permite a las tabaqueras suavizar el mensaje de advertencia en las cajetillas - La Vanguardia;
October 18, 2002 hitp://'www. Javanguardia.es/cgi-
bin/noti_print.pl?dia=18_10&link=vb183 le&sec=soc

United Kingdom

“Professor Gerard Hastings, of Cancer Research UK, said the tcbacco industry plans to lobby
government to exempt direct mail from any new legislation. {direct marketing through the mail in an
important component of the industry’s strategy when faced with advertising restrictions.] ... Prof
Hastings, and the Centre for Tobacco Control Research at the University of Strathclyde, said the
industry plans to change its marketing tactics. He said: "Big tobacco always knew that the advertising
ban would come eventually and they have been channeling all their efforts into trying to get round it.
... "Their sophisticated marketing techniques include personally targeted mailings, carefully designed
to ceunteract tobacco tax increases. ... Common offers include money off coupons to coincide with tax
rises, competitions and free samples of new products or brands ... "Our studies show that children are
aware of direct mail arriving in their homes, and also that the more types of advertising kids are aware
of, the more likely they are to smoke."

Sources: Tobacco firms ‘targeting families' - BBC News. October 2, 2002

http://news.bbe.co.uk/ T /hifscotland/229094 1 .stm

Big tobacco taking up residence in family homes - Cancer Research UK. October 2, 2002
http://www.cancerresearchuk.org/press/pressreleases/31817

The Tebacco Manufacturers’ Association chief executive Tim Lords said: “We have tried to suggest
amendments to legislation going through the House” [to allow advertising for cigarettes that deliver
lower levels of toxins on the grounds that they have to be able to advertise such products if they are to
persuade smokers to switch from high-risk brands.}

Source: ASH-UK; Marketing Week, October 3, 2002

[Note: The UK approved a ban in tobacco advertising and promotions and advertising on billboards
and in newspapers and websites would be banned by the end of the year. It will also impose restrictions
on the display and promotion of tobacco products in shops. Formula One races will not be affected
until 2006.

Tobacco advert ban gets go-ahead - BBC News, October 21, 2002
http://mews.bbe.co.uk/1/hifuk_politics/2348251.stm

UK Tobacco Advert Ban Passed by Parliament - Reuters, October 21, 2002

hup://www reuters.com/news_article. jhtm|?type=sciencenews& StorviD=1609265 ]

“UK tobacco manufacturers Gallaher and Imperial Tobacco are cutting the prices of key hand-rolling
tobacco brands in what could be the precursor of a price war. Gailaher, which had been marketing
Amber Leaf at the special promotion price of £2.09 for a 12.5g pack, has decided to retain it as the
recommended retail price, down from £2.31. Imperial is cutting the price of its rival Drum brand by the
same amount.”

Source: ASH-UK, Marketing, October 3, 2002

“The criminal and economic impact of tobacco smuggling is to be discussed at a Conservative Party
conference fringe meeting organised by the party's Northern Ireland branch. Representatives from the
Tobacco Alliance, including County Antrim retailer Audrey Wales, are to address the meeting ...
Northern Ireland Conservative Party vice chairman Terry Dick ... said: ..."The sale of smuggling
cigarettes is funding both paramilitary organisations in Northern Ireland, and organised crime in
Britain. And government figures show that smuggling is resulting in the loss of £3.5bn to the Treasury
every year, which is the equivalent of £150 for every household in the UK. ... Tobacco Alliance
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represents 42,000 retailers in the UK. ... Earlier this year, the Tobacco Alliance lobbied MPs at
Westminster to call for a reduction in the tax on cigarettes, which it has said is partly to blame for an
upsurge in smuggling. The increase in smuggling has left many small shopkeepers on the verge of
collapse as they lose the trade in both tobacco and confectionary products as the public chose to buy
from cheaper illegal sources, the Alliance says.

Source: Call to combat tobacco smuggling - BBC News, 9 October, 2002
http://news.bbe.co.uk/!/hifnorthern_ireland/23 10591 .stm

The BMIJ reports that “British American Tobacco has admitted that it was a mistake to offer funding
for an MSc post to the London School of Hygiene and Tropical Medicine ... [A] spokeswoeman for the
company told the BMJI: "In hindsight it was a mistake for us to offer funding to the London School of
Hygiene and Tropical Medicine, as their views on smoking and health are well known."[London
School] Professor Leon said he was "staggered” when he received the [offer] and told the company to
take its money elsewhere.

Source: College tells tobacco company to take its money elsewhere — BMJ 2002;325:794
http://bmj.com/cgi/content/full/325/7368/794/c

BAT sorry for offer to sponsor student - The Guardian

http://www guardian.co.uk/uk_news/story/0,3604,809637.00.html

(11}

“Swedish Match is taking the [UK] Government to court over its ban on the sale of "oral tobacco”.
Source: ASH-UK; Swedish Match takes Government Te court over ban on ‘oral tobacco' - Marketing
Week http://www.inad.co.uk/consumer-products/index.asp

“According to BAT, the safe cigarette is a myth and any company that claims to have produced one is
seriously and dangerously confused. 'There's no such thing as a safe cigarette,' said Dr Chris Proctor,
head of science and research at BAT, 'I'm pretty sure we will see products coming along in the next
year, some of them from us, that are trying to make these first small steps towards less risk but we're
stil] talking about something that is going to be very dangerous. As a tobacco company, we need to be
seen to be putting in as much effort as we can to try to reduce the risks but these first-generation
cigarettes are the smallest of steps along the way. There's a possibility we can reduce the risks a very
little bit but even if we do produce a cigarette that contains fewer toxins and tastes the same, there is
still no guarantee we will know whether it has any potential for reducing the harm suffered by the
smoker. ... We have no way of testing whether a certain cigarette is | per cent or 20 per cent less risky
than its competitor,' he said. 'There is no question that the best public health advice is to quit’.”” Proctor
declaration was received with some skepticism by some tobacco control advocates that belive the
industry could do more into producing reduced harm products.

Source: Scientists stub out hopes for a safer smoke - The Observer; October 27, 2002
http://www.observer.co.uk/uk_news/story/0,.6903,819984.00.htm]

The BAT-sponsored International Centre for Corporate Social Responsibility at Nottingham University
is held its inaugural symposium and ASH launched a detailed critique of BAT's social report, written
by Stan Shatenstein: '‘BAT social report revisited'.

Source: The ASH report: www.ash.org.uk/hunl/conduct/html/socialreport.html

The press release with links to the above report, BAT and ASH's earlier review of BAT's ethical
teporting can be viewed at: www.ash.org. uk/html/press/02 1025.html

South-East Asia
Bangladesh

BAT-Bangladesh “extended their support to Shandhani Andhatyamochan (Blindness Relief) Lottery
Tickets organised by Shandhani National Eye Donation Society. The company purchased significant
number of tickets of the lottery and donated the same to Shandhani, says a press release. Stephen
Daintith, Managing Director of BAT formally handed over a cheque to Ruhul Amin Mozumdar,
president of Shandhani National Eye Donation Society, at a ceremony held at the factory premises of
British American Tobacco Bangladesh. Speaking on the occasion, Stephen stated the company's
commitment to support the lottery ticket sales of Shandhani. ... Nowazish Ali Khan, vice-president of
Shandhani National Eye Donation Society, Golam Mainuddin, deputy managing director of British
American Tobacco Bangladesh, and Sheikh Nahar Mahmud, corporate affairs manager of the
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company, were also present on the occasion.” [Note: BAT supports the tickets but ignores studies
linking smoking to blindness.]

Source: Stan Shatenstein. BAT's contribution to Shandhani lottery ticket sale - The Daily Star
{Bangladesh), October 30, 2002 http;//www.dailystarnews.com/200210/30/n2103006.htm#BODY4

“A workshop on Industrial Environment, Health and Safety (EH&S) was held a Dhaka factory recently
... The workshop was organised by BAT-Bangladesh for the students of the department of IPE of
Bangladesh University of Engineering and Technology. The workshop was inaugurated by Deputy
Managing Director of BAT Bangladesh Golam Mainuddin and was conducted by Nurunnabi Khan,
Technical Services Manager and Mainul Ahad, Environment of Health and Safety Manager. The
workshop covered real life issues regarding impacts of Industries on Environment, Health and Safety
aspects of industries with an overview of BATB's initiatives in these areas,

Source: BAT workshop on industrial environment held

http://www.daitystarnews.com/200210/23/n2 102305 . him#BODY 13

India

“India's largest tobacco maker ITC Ltd eased as much as 1.6 per cent after a US court ordered Philip
Morris Co to pay a record $28 billion in damages to a terminal lung cancer patient, after she blamed the
tobacco giant for her condition. Brokers said they did not, however, expect similar lawsuits to be filed
in India.”

Source: ITC drops on Philip Morris ruling, October 07, 2002
hitp://economictimes.indiatimes.com/cms.dil/articleshowTartid=24449070

“Godfrey Phillips India (GPI), in which Philip Morris and K K Modi Group hold 36 percent each, is
planning to launch a series of new products. This includes its new bargain smoke, Tipper. Tipper is a
non-filter cigarette targeted at beedi smokers, in small cities and towns, looking to upgrade. ... The
inclusion of a separate filter allows the company to offer filter cigarettes at the price of non-filter
cigarettes. The company is also planning te launch a range of cigars targeted at the premium segment.”
Sources: Godfrey Philips is planning a series of new launches. October 17, 2002
http://hoovnews.hoovers.com/fp.asp?layout=displaynews& doc_id=NR20021017670.2_41950000dc 1}
a7sc

Waestern Pacific
Australia

The Sidney Moming Herald reports on a recent tobacco industry marketing tactics: sponsorship of
fashion related events in trendy places, where cigarettes are often distributed or sold and hostess dress
in the colors of the brand sponsoring the event. The report states: “Ten years after the total ban on
cigarette advertising, the cigarette makers have found a new way to promote the little white sticks they
produce at a rate of 23 billion a year. It's the party way, the fashion way, the celebrity way. On
designers’ catwalks, at private parties, in city clubs and bars, the flavour of the moment is tobacco.”
Some of the events cited are: a party of the city bar where guests were treated to free American Spirit
cigarettes. In June, the Dunhill brand was relaunched at an exclusive party at a hairdressing salon. A
nightclub has been home to a party promoting Alpine, a Philip Morris {Australia) Ltd brand aimed at
young women who see themselves as party princesses. “In the past two years, the nation's two biggest
marketers of cigarettes, Philip Morris and British American Tobacco Australasia Ltd (BATA), have
wooed and won over clubs and fashion designers, with the aim of linking smoking with all things
young and beautiful. ... In the past six months, BATA has relaunched its premium brands, such as
Lucky Strike, at a series of parties where the food and wine were never ending, the entertainment
included catwalk fashion shows, where cigarette brands were discreetly in evidence, and where the
guests included managers and licensees from Sydney bars and clubs. ... The rationale behind linking
fashion, clubs, parties and smoking is clear. Cigarette brand preferences are formed early in a smoker's
life. Once formed, they are hard to change. ... The secrecy shielding the industry's fashion and club
promotions is partly due to the number of middlemen involved. Cigarette companies do not deal
directly with nightclubs and other venues. The go-betweens are one of a number of corporate
promotions consultancies or event organisers who pitch for the business to the tobacco companies.”
Source: Glamour puff - Sydney Moming Herald, Cctober $, 2002

hitp://www .sinh.com.au/articles/2002/10/04/1033538773270.html
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“Philip Morris breached anti-tobacco advertising laws by using a fashion parade to advertise a brand of
cigarettes aimed at young women, a court has been told. Philip Morris and associated company
Wavesnet have pleaded guilty to breaching legislation preventing the display of tobacco advertising in
a public place during the parade in Sydney in December 2000.. Philip Morris barrister Brind
Woinarski, told Magistrate John Andrews his client "regrets the breach of the legislation”. ... Geoffrey
Bellew, for Wavesnet, said the event featured a legitimate fashion parade and was not just an
advertisement for cigarettes.

Source: Fashion parade ‘promoted ciggies’ - The Australian/AAP, October 28, 2002

http:/www theaustralian.news.com.aw/common/story_page/0,5744.5375839%5E421.,00. htmi

“British American Tobacco PLC said it has offered to settle a class action lawsuit brought by 8,000
Australian retailers seeking to recover millions in licensing fees. ... "The solicitors and senior counsel
for the retailers have recommended acceptance of the offer and a settlement agreement has now been
concluded,” a statement to the Exchange said ... The retailers had sought to recover 250 million aud in
license fees paid to tobacco companies including BAT, Rothmans Inc and WD and HO Wills during a
five-week period in 1997.”

Source: BAT settles class action with Australian tobacco retailers
http://www.ananova.com/business/story/sm_686263 . html?menu=

There was coverage of the new tin cigarette boxes being made available to smokers in Australia.
[Similar pack is also available in the US for Winston brand.}. “The snappy tin boxes are part of what
may amount to the latest marketing ploy which tobacco companies are using to seduce Australia's
youth. What better way to hide the more graphic "in your face" wamings set to appear on cigarette
packaging from next year.” Health advocates denounced the tin boxes as another form of indirect
advertising.

Source: Making a tired old habit sexy for kids - The (Brisbane) Courier-Mail, October 24, 2002
http://www thecouriermail.news.com.aw/common/story _page/0,5936,5348695%255E421.00.hitm!

“Under proposals on passive smoking which are now being finalised, all bars will be "predominantly
smoke-free" by 2005 [What this means is still to be negotiated.] ... But under the draft agreement,
operators reserve a right to change the details if the smoke bans adversely affect their business within
six months of their introduction.”

Source: Smoke-free bars on way, but not fast enough for some - Sydney Morning Herald; October 29
2002

http://www.smh.com.aw/anicles/2002/10/28/1035683358054. hirm

China

“The e-commerce system of China’s tobacco industry has been functioning well since it was to put use
on September 16, with the volume of online cigarette trade keeping going up. According to statistics
released by China TFobacco Trade Center, the volume of online cigarette trade realized through the e-
commerce system had exceeded 100 million yuan (12 million U.S. dollars) by October 8. ... Operated
by China Tobacco Trade Center, the e-commerce system is designed to promote online trade of
cigarette products in China on a full scale through the application of information technology and hi-
tech means.”

SOURCE FROM: STMA Infermation Center
http://www.tobaccochina.com/english/news.asp?id=338 1

“China is set to be included on the Formula One calendar in 2004 after FIA president Max Mosley
confirmed that a six-year deal has been agreed with the new £170 million Shanghai circuit. China, as a
venue, has long been rumoured to be top of the sport's list as it looks to maximise the remaining four
years of tobacco advertising. ... However, after recently confirming Bahrain will hold a race, Mosley
and Formula One supremo Bernie Ecclestone have agreed to hold a Chinese Grand Prix at the new 3.38
mile-Shanghai track from 2004 to 2010.”

Source: China set to welcome Formula One, October 18, 2002
http:/fwww.itv.com/news/Sport969197.htinl

“Although China is gradually opening up its markets after its entry into the World Trade Organization
(WTO) in November 2001, the strict policy on tobacco advertising imposed by the Chinese
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government is expected to restrict the import of cigarettes into the country. ... After the WTO entry,
China is gradually easing restrictions on tobacco monopoly and lowering tariffs on tobacco imports.
But at the same time, the government is imposing a strict policy on tobacco advertising, which may
contribute to restricting the access of transnational tobacco companies to the China market.”

Source: Strict Policy on Tobacco Advertising Expected to Restrict Import; Tobaccowave.com
http:/www tobaccochina.com/english/news.asp?id=3595

Hong Kong

BAT -Hong Kong announced the upcoming launch its corporate website, www .bathongkong.com in
Hong Kong/Macau and www .battaiwan.com in Taiwan and requested to be linked with Action on
Smoking or health —Hong Kong, alleging that they already link with other advocacy groups, although
these hyperlinks have disclaimer and cannot be reached through BAT's website.

Source: ASH Hong Kong

Jupan

There were several news reports of Japan’s decision to “formally oppose tobacco consumption cuts” at
the FCTC discussions. Japan’s position clashed “directly with the objective of the proposed treaty -- to
reduce health damage arising from tobacco use by cutting back on consumption and output. According
to the sources, Japan will argue that tobacco should be defined as an "article of taste” for adults and not
treated simply as something whose consumption must be cut. The drive to control tobacco use should
instead focus on providing information on the health risks involved, making efforts to prevent smoking
among minors and curbing passive smoking in public spaces, the sources said.”

Source: Japan set to oppose tobacco consumption cuts - Japan Times, Cctober 8, 2002

http://'www japantimes.co.jp/cei-bin/getarticle.pl32nn2002 1008b2.htm

“Japan Tobacco Inc. said it has decided to terminate the development of its "JTT-501" diabetes drug
after assessing clinical testing results. ... The company was developing JTT-501 as an oral drug for the
treatment of diabetes. In 1998, Japan Tobacco licensed to Pharmacia Corp. JTT-501's development and
sales in overseas markets except South Korea.”

Source: Dow Jones via Yahoo. October 7, 2002

hitp://biz.yahoo.com/djus/02 1007/6500000 186 _1.hunl

“Japan Tobacco Inc. and three industry groups said they will launch a campaign on against the
government's plans to raise the tobacco tax. JT, the Tobacco Institute of Japan, the Japan Tobacco
Growers Association and the Japan Tobacconist Federation said they will collect protest signatures on
a Web site and at some 200,000 tobacco stores nationwide.”

Source: Japan Times, October 12, 2002

hitp://www japantimes.co.jp/cgi-bin/getarticle.pl57nb2002 1012a6.1itin

“Japan's adult smoking rate declined for the seventh year to a record low, according to a survey
released ...by the nation's largest tobacco maker. ... In Japan Tobacco [nc.'s annual survey, the overall
rate dropped to 30.9 percent, slipping below the previous year's all-time low of 32.7 percent. The
spread of nonsmoking areas and concerns about possible health problems caused by cigarettes have
been driving the rate lower for years, said Japan Tobacco spokesman Kazuo Urashima.” “The Tobacco
Institute of Japan, an industry body, said cigarette sales between April and September this year dropped
|.4 percent year on year to 160 billion units, the fourth straight year of decline.”

Sources: Smoking rate in Japan falls to record low, study finds - Reuters , October 25, 2002
http://story.news.yahoo.com/newstmpl=story&u=/ap/20021025/ap_wo_en_bu/japan_smoking_|
Adult smoking rate falls to all-time low of 30.9% - Japan Times, October 29, 2002

http://www japantimes.co.jp/cgi-bin/getarticle pl3?2nn2002 1029b3 him

Korea

“The South Korean government sold about a 10% stake in Korea Tobacco & Ginseng Corp. through
the issue of $230 million worth of Global Depositary Receipts in the company, said the Ministry of
Finance & Economy, The government failed to sell the entire 14.5% stake ... due to weak stock market
sentiment. The GDR issue is part of the government's efforts to privatize state companies.”

Source: Dow Jones via Yahoo hutp://biz.vahoo.com/djus/021011/0139000030_1.htm]|
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“Philip Morris Cos Inc ... began production in South Korea, becoming the first foreign company to
manufacture cigarettes in the country. ... Philip Morris Korea Inc, an affiliate of Philip Morris
Intemational Inc, said in a statement its plant would initially preduce Marlboro and later expand to
include other brands currently being imported for sale in South Korea. ... British American Tobacco ...
said last year it planned to build a $1.1 billion factory in Korea in three years.

Source: Philip Morris begins tobacco production in S.Korea — Reuters, October 14, 2002
http://meney.iwon . com/jspimw/nwdt_rt.jsp?section=news&news_id=reu-

5€0102776& feed=reu date=200210 1 4&cat=INDUSTRY

“Korea Tobacco & Ginseng Corp., the nation's dominant cigarette maker, said third-quarter sales fell
16 percent as it lost market share to foreign brands and total demand shrank amid an anti-smoking
campaign. ... Market share fell to a record quarterly low of 78 percent because of increased popularity
of rival brands such as Philip Morris Inc.'s Marlboro.”

Source: Bloomberg News, October 15, 2002

hitp://quote.bloomberg.com/focei.cgi?T=marketsquote99 _news.i&s=APavIfkVhS29vZWEg

Malaysia

*...The Government said it would introduce special stickers or codes to be affixed on every cigarette
packet and liquor item to indicate that the tax has been paid. The move is also to protect customers
from purchasing counterfeit goods. The rising illegal cigarette and alcohol market in Malaysia poses a
huge problem to the legal players - namely British American Tobacco Malaysia Bhd, JT International
Bhd, Philip Morris Sdn Bhd, Carlsberg Brewery Malaysia Bhd and Guinness Anchor Bhd - and takes a
big chunk of revenue away from the Government. BAT, the tobacco industry's biggest player with a 68
per cent market share, said 22 per cent of all cigarettes sold in Malaysia are illegal cigarettes, causing
the Government an estimated loss of RM1.2 billion last year. "The illegal market only takes away the
volume from legitimate manufacturers (but) also adversely impacts the livelihoed of Malaysian
tobacco leaf farmers and curers,” it remarked. ... Meanwhile, the fact that the Government did not raise
tobacco and alcohol taxes this year is a relief for the industries ... BAT said it hoped to work together
with the Government to formulate a taxation framework that would discourage the smuggling of
illegal cigarettes.”

Source: New Straits Times (Malaysia), October 11, 2002

“TSH Resources said it is teaming up with Commercial Marketers and Distributors, a wholly-owned
unit of British American Tobacco (Malaysia) to develop a forest plantation in Sabah with an estimated
cost of 48.5 million rgt. [n a statement, TSH said the project, which forms part of a 10-year forest
management plan, will observe good erivironmental practices, including restrictions on planting in
riparian reserves and provision of wild life corridors.

Source: TSH teams up with Malaysia BAT unit to develop forest plantation in Sabah

hitp://www ananova.com/business/story/sim_686870.htm]?menu=

New Zealand

The advocacy group ASH denounced Imperial Tobacco NZ as “targeting young people with gift packs
offering items like compact disc holders [and pocket knives, bottle openers and cigarette lighters, etc.]
... sold with packs of Peter Stuyvesant and Horizon cigarettes and Drum tobacco ... Imperial Tobacco
NZ Ltd ... denied they were aimed at youth. ... Imperial Tobacco corporate affairs manager Pat Wylie
said the packs were not aimed at young people. The items they contained could not be called gifts
because they were sold at an extra charge, "We are perfectly within the law and it is for our adult
customers,”

Source: Ash gets hot on gift packs - Stuff (NZ); October 21, 2002

http://www.stuff.co.nz/stuff/0.2 106.2085992a7 1 44.00.htmi

The Philippines

“Philip Morris Philippines Inc. will start manufacturing its flagship brand Marlboro and other cigarette
products in its new state-of-the-art plant in Sto. Tomas, Batangas beginning Jan, 1, 2003, PMPh
managing director George Farah announced ... [in] a speech before the 10th National PR Congress of
the Public Relations Society of the Philippines (PRSP) ... Marlboro and Philip Morris brand cigarettes
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have been manufactured and distributed under license by La Suerte Cigar and Cigarette Company in
the Philippines since 1955. Farah said PMPh and La Suerte have reached a mutual decision not to
renew the license agreement when it expires on Dec. 31, 2002. As PMPh takes full control over its
business here in the Philippines, Farah urged Congress to pass a national law that will provide strong
industry regulation to cover the manufacture, sale and use of tobacco products. He stressed that it has
always been the position of PMI and its affiliates worldwide to support and work for the regulation of
the tobacco industry.

Farah  added that PMPh supports legislation in the Philippines that among others will regulate
marketing practices, ban smaoking in public places and set a minimum age for the sale and purchase of
cigarettes.”

Farah also said. ... "Phillip Morris acknowledges that cigarette is one dangerous product, but cigarette
continues to remain as also one legal trade. As far as the company is concerned, given those two
parameters, we are still committed to manufacture and market cigarette in a responsible fashion,”
lawyer Raul Academia, Phillip Morris government relations manager, said. "As far as marketing
cigarette is concerned,” he said, "we are dedicated to marketing in a responsible manner so that we
direct our advertising and promotions solely to informed adult who have chosen to smoke.” "We do not
direct our marketing effort te minors, and we are more than willing to help the government in order to
seriously address that concern," he said. ... Academia said Phillip Morris was in touch with members of
Congress for the adoption of a law that would strictly regulate the preduction, sale and use of tobacco
products. Philip Morris has implemented the Youth Smoking-Prevention Program to "keep cigarettes
away from children.” Company officials said they were closely working with various institutions,
including educators, retailers and the cigarette industry, to promote programs that would discourage
minors from smcking.”

Sources; PMPh cigarette production set to start next year. Philippine Star (ph); October 6, 2002
http://www.philstar.com/philstar/Business2002 | 0064 506.htm

Phillip Morris' new plant a smoking showcase - Hoover's, October 13, 2002
http://hooviews.hoovers.com/fp.asp?lavout=displaynews&doc_id=NR20021013670.2_8db1002cedfc8
cOb

Thailand

“Two major foreign cigarette producers, Philip Morris and Japan Tobacco, have forfeited deposits
worth one billion baht to the Customs Department for declaring imported cigarette prices below actual
market value, Chavalit Sethameteekul, the customs director-general, said yesterday. ... Recently, the
department seized shipments worth one billion baht from Philip Morris, owner of the Marlboro brand,
and Japan Tobacco, owner of Mild Seven, for declaring the prices of their imported cigarettes well
below their normal market prices.”

Source: Bangkok Post, Octeber 8, 2002

hup://www.bangkokpost.com/Business/080ct2002 biz58.html

“The Public Health Ministry says the Tobacco Monopely of Thailand indirectly promoted smoking by
sponsoring televised broadcasts of the Asian Games, [breaching the 1992 Tobacco Consumption
Control Law, which prohibited all forms of publicity for tobacco products and associated logos]and has
urged the Finance Ministry to look into the matter.”

Source: Tobacco Monopoly “promoted smoking' during Asian Games - Bangkok Post; October 23,
2002

http://www.bangkokpost.com/News/230¢t2002_news|2.html

Vietnam

Philip Morris and Japan Tobacco were accused of violating the Vietnamese ban on tobacco advertising,
“forcing the recall of matchboxes, lighters and other items bearing the names of cigarettes.” These
products were being freely distributed, bearing logos of Marlboroe and of Mild Seven. “Philip Morris,
which is permitted to sell only its Marlboro brand in communist Vietnam, has a market share of less
than one percent. Vinataba (state-owned tobacco company) runs joint ventures with BAT and with
Philip Morris. BAT controls around 10 percent of the Vietnamese cigarette market with seven brands.
Philip Morris Viet Nam escaped fines for breaching the advertising regulations in a decision handed
down by the Ministry of Culture and Information. The ministry has accepted Philip Morris Viet Nam’s
proposal to recall all cigarette advertising materials in breach of Government regulations, and erase
brand names on its promotional gifts. “In its decision, the ministry ruled that the parties had not
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"advertised deliberately" but demanded strict supervision of the implementation of its verdict, "All the
companies say that because the domestic cigarette industry was facing many difficulties, they had to
launch the promotion programmes to encourage consumers to use domestically produced cigarettes,
thus stopping smuggling." "The ministry supports the promotion of the domestic cigarette industry and
prevention of cigarette smuggling... but any material with brand names being advertised by Philip
Morris Viet Nam is a form of advertisement which breaches regulations,” the ministry’s deputy chief
inspector Phan An Sa said.

Source: Vietnam bars giveaways by two tobacco firms - Reuters
hup://famualus.msnbe.com/Famulusintl/reuters09-29-220035 asp?reg=PACRIM

Viet Nam News 28 September 2002

Worldwide

“British American Tobacco has been included in the Dow Jones Sustainability Indexes, the first
tobacco company to be included since the index series was launched in September, 1999, The
inclusion, overseen by Sustainable Asset Management, was on the basis of SAM’s “best-of-sector”
approach. ... [n an explanatory letter to clients, SAM said "based on this year’s assessment for the
DJSI, BAT is the tobacco company that best manages the described risks and is therefore leading the
industry in terms of sustainability.” ... BAT became the first tobacco company to publish a social
responsibility report in June of this year, following a peried of engagement with stakeholders and a
series of workshops conducted by SAM for companies not included in the indexes but wishing to
improve their ratings. ... [SAM] said BAT had given assurances on the smuggling of tobacco, child
labour and other issues of concern to investors, as well as given the most transparency on these issues
"we’ve ever seen from a tobacco company.” ... [[]nvestors had been notified of the change and after
initial shock, most had respended positively to the inclusion of BAT after it was explained the
performance improvements were partly as a result of SAM’s engagement with BAT,

Sources: BAT sustainable says SAM - Ethical Investor. By Martin Lawrence. October 2, 2002
hitp://www ethicalinvestor.com.au/mnews/story.asp?Story_1D=328

Results of the DJSI Review 2002 - Dow Jones Sustainability Index [P. 15]

hitp://www sustainability-indexes.com/news/pdf/press_releases/DJS1_PR_020904_Review2002 .pdf
Don't let US tobacco woes cloud the attraction of cheap UK stocks - The [ndependent
http://news.independent.co.uk/business/investment_column/story.jsp?storv=338613

The US Department of agriculture released its 2001 report. Some of the facts: 422 billion cigarettes
smoked in US in 2001 (down 2% from 2000); 5.470 trillion produced globally. Increased production
in China and Germany helped offset the decline in the United States. The German increase was due to
rising demand in France, Spain and ltaly." The report also said that cigarette production in India is
estimated at 91.5 billion sticks during 2002 (86.3 million sticks in 2001). India will export 1,25,000
tonnes of tobacco of the total world exports of 19,51,091 tonnes.”

Sources: Tobacco: world markets and trade (pdf). Foreign Agricultural Service / USDA; October 2,
2002

htip://www fas usda.gov/tobacco/cireular/2002/0209/cig2002. pdf

Hoover's, October 3, 2002
http://hoovnews.hgovers.com/fp.asp?layout=displaynews&doc_id=NR20021007670.2 7e3800006dfd6
096

U.8. smoked 422 billion cigarettes in 2001 - USDA - Reuters
httpi//www.alertnet.org/thenews/newsdesk/N30374423

Further Decline: The latest figures on U.S. cigarette sales - Tobacco Reporter
http://tobaccos.com/current/story2.asp

it was reported that Hong Kong tobacco control advocates were receiving request for interviews from a
PR firm ("Taylor Nelson Sofres (Hong Kong)") to learn about the tobacco industry and tobacco control
issues.  Such initiatives mirrored efforst carried out in the name of the tobacco industry, the
undisclosed client, in other countries such as Brazil, Sti Lanka and Vietnam. In Vietnam, this PR firm
has conducted surveys and focus groups for both BAT and Philip Morris. And as reported by Bert
Hirshhorn, there are industry documents showing how the industry has used this company in the past,
Sources: Hong Kong Council on Smoking and Health

TNS Vietnam's website: hup://www.tnsofres.com/about/asiapacific/vietnam/index.cfim

Taylor Nelson Research does marketing research for RJIR and PM.
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http://www.rirtdocs.com/rirtdocs//image display.wmt?DOC_RANGE=514524755+-

4779& USESECONDARY=&NOTABS=&NOFOQOTER=&NOOPTIONS=&SIZE=3&ROTATION=0
And for the Tobacco Manufacturers Association (UK);

http:/fwww.rirtdocs.com/rirtdocs//image _display.wmt?DQC RANGE=3517670062+-

00638 USESECONDARY=&NOTABS=&NOFOQOTER=&NOOPTIONS=& SiZE=3&ROTATION=0

It was widely reported that during the FCTC negotiations the “United States, Germany and Japan
firmly rejected demands that a propoesed global anti-smoking treaty include a call to ban advertising. ...
“This is a red-line issue for us. A revision is necessary,” the head of the U.S. delegation said, referring
to the wording of a draft text. Washington has said an advertising ban would violate the U.S.
Constitution's free speech guarantees.”

Source: U.S., Germany, Japan Rebuff Ban on Tobacco Ads - Reuters, October 16, 2002

hitp:/fwww reuters.com/news_article jhimI?type=topnews& Storv[D=13585519

'"Marlboro Man award' to be bestowed on Japan - Japan Times/Kyodo News

http./"www japantimes.co.jp/cgi-bin/getarticle.pl32nn2002 101 7ad.him

There was vast media coverage about the EU filing of a lawsuit against RJR international unit and
related companies. “The civil charges were filed in New York by the EU and ten members of the
European Union. Michaele Schreyer, EU Budget Commissioner, said: “Protecting the financial
interests of the European Community and fighting against money-laundering and fraud remains a top
priority for the European Commission. The Commissicn is determined to win its fight against money-
laundering, cigarette smuggling and connected serious cross-border crimes.” The suit accuses RJR of
“among other things, sanctions-busting by shipping huge quantities of American cigarettes to Iraq via
Cyprus and Turkey from 1990 through this year. Separately, federal prosecutors in the U.S. Attorney's
office in Manhattan recently opened an investigation into possible cigarette smuggling into Iraq by
American companies in violation of federal laws, according to a person familiar with the matter. ... RJ
Reynolds described the lawsuit as “completely absurd” and called on the courts to dismiss it. The
company said in a statement: ‘*‘We operate our businesses in a legal, responsible manner, Any
allegations that we were involved in, or aware of, money-laundering, conspiracy or any other illegal
activities are completely absurd. We believe this suit should be dismissed, as were the other two EU
cases filed in US court.” One reason that trade of cigarettes into Iraq raises special concerns: Some
exporters say that the sales to [raq of cigarettes indirectly enrich the Saddam Hussein regime. Since
1995, Mr. Hussein's eldest son, Uday, has collected on average $10 million a year in "taxes" from legal
and illegal sales of imported cigarettes, according to Abbas Al-Janabi, who served as Uday Hussein's
private secretary from 1984 to 1998. ... Lawyers for the former RJR international tobacco unit and
Japan Tobacco's international unit vigorously deny any suggestion that either company viclated U.S.
law or U.N. sanctions. "It is simply wrong to say that any U.S. company must have violated U.S. and
U.N. sanctions because their products appear in Iraq," says Stanley Marcuss, a lawyer for Japan
Tabacco who formerly represented the RJR unit. "There are many, many ways, all of which are
perfectly legal, for U.S.-origin goods to be distributed in iraq,” he says. The companies also deny
enriching the Iragi regime. ... Mr. Marcuss [said] generally that RJR's intemational unit and Japan
Tobacco simply sold to a distributor who determined where to resell the company's goods. Mr. Marcuss
says: "The nature of the cigarette business is such that distributors typically act independently. They are
independent businessmen." In his view, only the last distributor in the chain selling into Iraq would
need to get official permission.”

Sources: RJR Unit, Japan Tobacco Face Scrutiny Over Cigarettes in Iraq - Wall Street Journal,
October 30, 2002/

Bound for Baghdad: Despite Restraints, [raq Gets Winstons; Who's to Blame? RJR Unit, Japan
Tobacco Face Scrutiny Qver Distribution; Saddam's Son Takes a Cut --- Seven Planeloads to Jordan
http://www.ash.org uk/himi/smuggling/html/wsjirag.html

When Cigarettes Reach Iraq, Uday Hussein Collects a Fee - Wall Street Journal, October 30, 2002,
Al3

EU Alleges Mcb Ties to Tobacco - Los Angeles Times

hup://www latitnes com/business/la-fi-

smugglel loct31004449.0.60338 1 0.story?coll=1a%s2 Dheadlines%2 Dbusiness

RJR accused of dealing on black market - Boston Globe/L.A. Times

htip://www boston.com/dailvelobe2/304/nation/RIR_aceused of dealing_on_black_market+.shiml
Tobacco firm colludes with underworld, lawsuit says - San Francisco Chronicle/L.A. Times

http://www stgate. com/cgi-bin/article.cyi?t=/chronicle/a/2002/10/3 I/MN211171.DTL
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La Commission intente une action civile pour blanchiment de capitaux a l'encontre de R. J. Reynolds -

Europa

http://europa.eun.int/rapid/start/cei/euestfr.ksh?p _action.gettxt=et& doc=I1P/02/1392|0IRAPID& le=FR&

display=

http://europa.cu.int/rapid/start/cei/cuesten.ksh?p action.gettxt=et&doc=IP/02/1532|10|RAPID& lo=EN&

display=

hutp:/A/www swissinfo.org/ses/Swissinfo.himi?siteSect=143&sid=1428663

RJ Reynolds faces money-laundering suit - The Times, November 1, 2002

http:/Awww timesonline.co.uk/article/0,,5-463554.00.html

RJ Reynolds Accused of Money Laundering - New York Times/Reuters

http:rwww . nvtimes.com/reuters/business/business-tobacco-revnolds. htim]

Brussels sues US tobacco giant for money laundering - The Guardian

hup://www. guardian.co.uk/business/story/0,3604,823720.00.html

'Laundering' charge for tobacco giant - BBC News

http://news.bbe.co.uk/ 1 /hitbusiness/2382607.stin

RJ Reynolds faces money-laundering suit - Financial Times

http://news.tt.con/serviei/ContentServer?pacename=FT.com/Storv FT/FullStory& c=StoryF T& cid=103

587291 1840&p=1012571727172

Reynolds brands lawsuit "absurd' - The Independent

http://news. independent.co.uk/business/news/story. jsp2story=34773 1

EC accuses tobacco company of money-laundering - ABC News (Australia)

hito://www.abe.net.au/news/business/2002/1 1/item20021101074723 1.htm

EU body sues US tobacco company - Business Day (S. Africa)

hitp://www.bday.co.za/bday/content/direct/1,3523, 12 14643-6098-0.00.htinl

Source US tobacco companles face clalms of smuggling to Iraq - Sunday Telegraph October 13, 2002
J . 1]

"

WlVO"xmi——/neWQ/ZOOZf 10/13/wtob 3. >.ml&>%heet‘/news/ZOO”/l 0/13/ixworld.lwtm]

ASH-UK resources: http://www.ash.org.uk/?rice with the filings, the press coverage and background
material.

“In a statement submitted to the Geneva tobacco talks [FCTC], the Philip Morris Company, the largest
tobacco company in the United States, denied any involvement in smuggling operations. Philip Morris
said that it has suspended or severed relationships with customers and distributors whose accounting
and controls were inadequate.”

Source: WHO Finalizing Tobacco Control Treaty - VOA News, 17 October 2002

hitp:/voa-7.chntval -de . genuity.net/article. cfim?objecti D=CBOD 12 5-642 C-4FEQ-

A94BBT7EA 16DBECB7&title=WHO%20F inalizing%20Tobacco%20Control%20 Treaty

“Snus World Wide announced today it will begin selling and distributing a new Swedish Snus product
known as Exalt on its Internet site ( htp:z//www.snusworldwide.com) beginning October 2002,
Currently, the Intemet distribution channel offers nine brands of Swedish snus in several varieties
including Catch, General, and Ettan. ... While Snus World Wide has primarily targeted Swedish
consumers, the market is experiencing steady growth as distributors expand their customer base. In its
first year, Snus World Wide generated $200,000 USD ... and attracted 3,000 hits on its website per
month. Over one-third of the Web hits came from the United States.”

Source: http://biz.yahoo.com/prnews/021023/dew040_|.hum{

“Philip Morris Cos. Inc. third-quarter profit rose, even as consumers turned away from its premium
cigarettes, seeking lower priced brands in the current tough economy. Philip Morris said it earned
$2.70 billion, or 1.26 per share, in the quarter, up from $2.57 billion, or $1.16 per share a year earlier.
Sales climbed 4.9 percent, to $20 billion. ... PM USA’s retail share in the third quarter decreased 1.5
points to 49.2%, also due primarily to the growth of deep-discount cigarettes and sharp increases in
state excise taxes. ... Underlying operating companies income for Philip Morris International (PMI), the
company’s international tobacco business, rose 8.0% to $1.6 billion, driven by higher pricing, lower
costs and favorable currency of $11 million. Shipment volume increased 2.3% ... due to solid
performances in Western, Central and Eastern Europe, partially offset by lower shipments to Japan...
PMI had particularly strong market share gains in Austria, Belgium, the Czech Republic, Germany,
Greece, Japan, the Netherlands, Russia, Switzerland and Turkey... In Eastern Europe, PMI volume
advanced 14.3%, due to continued robust growth in Russia, driven by the strong performances of
L&M, Parliament, Chesterfield and Virginia Slims and the recent introduction of Next. [n Japan,

36



shipment volume declined 11.8%... However, in-market sales in Japan increased by 4.3%, resulting in a
share increase of 1.2 points to a record 23.7%, driven by the strong performances of both Lark and
Marlboro... In Latin America, volume was down 0.8%, due mainly to a decline in Mexico... In
Argentina, PMI’s share advanced 1.1 points to a record 65.6%, due to the continued strength of the
Philip Morris brand.”

Sources; Philip Morris Third-Quarter Profit Climbs - Washington Post/Reuters, October 17, 2002
hitp:/Awww, washingtonpost.com/wp-dvn/articles/A 38982-20020ct 1 7.htm]
http:/www . philipmorris.com/docs/investor rel/2002_ Annualmeeting/111Quw 2002 _results.pdf

“British American Tobacco has reported increased profits and says it's poised for expansion in China,
Pre-tax profits rose to £1.634 billion in the nine months to September 30, up from £1,524 billion, ...
The company added that the currency movements meant underlying operating profits were down 1%
for the first nine months at £2.1 billien. But chairman Martin Broughton insisted the group had
achieved "a good underlying performance" given the economic climate and increasingly competitive
environment. ... The company's key brands - Lucky Strike, Kent, Dunhill and Pall Mall - grew by 9%
between them for the nine months and by almost 15% in the third quarter, BAT says. Group volumes
were down 4%in the nine months, following BAT's decision to restrict the supply of duty-free exports.
BAT is focusing on China, Turkey and other markets outside the US, where it faces lawsuits and
declining consumption.” During the report announcement, Chairman Martin Broughton's said “We
have major concerns with the way that the [FCTC] draft text treats active and ‘passive’ smoking as
though they are the same thing and ignores the potential benefit to public health from harm reduction
strategies, when so many adults will continue to smoke tobacco products...” BAT said it would increase
its marketing budget in the US in the fourth quarter to counter a hike in promotional spending from
rivals Philip Morris and RJ Reynolds. Mr Adams said sales at its Brown & Williamson subsidiary,
which contributes roughly 15 per cent of its earnings, were "softening slightly, but nothing dramatic”.
Sources: British American Tobacco plans Chinese expansion - Ananova , October 29, 2002
http://www.ananova.com/news/story/sm_698784 . html?menu=news.latestheadlines

BAT rues currency swings - Online.ie

http://'www.online.ie/business/viewer.adp?article=1869122
http://www.bat.com/oneweb/sites/uk_3Imnfen.nst'vwPapesWebLive/DOSFCIVE?opendocument& T
MP=1

British American Tobacco: quarterly report to 30 September - CNW
hitp://www.newswire.ca/releases/October2002/29/c5830.html

3rd Quarter Results - BAT

http://www.bat.com/onewebysites/uk__Smnfen.nsf/vwPages WeblLive/FC270ASESSBCT4FERQ2563F4
Q01 F77E970pendocument

Quarterly Report to 30 September 2002 - BAT

http://'www.bat.com/oneweb/sites/uk__ 3Imnfen.nsf/vwPasesWebLive/3B295586F 1C6F84080256BF40
0033 1 70%0pendocument

BAT may return cash to investors as profits dip 1% - The Independent, 30 October 2002
hitp://www.independent.co.uk/story. jsp?story=347127

Given that most tobacco companies’ quarterly reports blamed a consumer trend towards cheaper brands
cigarettes, there were several articles discussing this trend in detail, including the Wall Street Journal
and the Financial Times. Cheaper cigarettes are gaining markets in several countries, which is forcing
the larger companies to develop new marketing and sales strategies. Companies blame higher taxes,
restrictions in marketing and the world economy for the trend. In the United states, low price brands
account for 10% of the market, up from 3% four years ago. Andy Schindler, R.J. Reynolds Holdings
chairman and CEO said: “This has been a very challenging, dramatic, uncertain environment. The price
gap that exists between the full price and the lower end, that's the core issue.” Some of the marketing
strategies being used are 2 for I promotion, retailer incentives, as well as a cut in price of premium
brands. (The price cuts were partially responsible for cuts in profits forecasts.)

Sources: Cheap brands, taxes burning Big Tobacco - The Business Journal (NC), October 28, 2002
Frugal smokers hurt four biggest cigarette makers - San Francisco Chronicle/WSJ , October 25, 2002
http://www sfeate.com/cgi-bin/article.cei?file=/news/archive/2002/10/25/financial0935EDT0039.DTL,
Hausse des ventes de cigarettes génériques - Le Soleil ; October 20, 2002
hitp:/Awww.cvberpresse.ca/soleil/actualites/02 1 0/act_202100148514.htm]

Richard Tomkins: A cheap ride to Marlboro country - Financial Times. By Richard Tomkins
hittpy//news. ft.com/servlet/ContentServer?pagename=FT.com/StoryF T/FullStory & ¢=Story FT&¢id=103
5872869882&p=1012571727108
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Notes: More details on most of the news reported here found at:
http:/Awww.tebacco.ory/

For tobacco companies press releases and statements, including the voluntary marketing code, search
the companies” websites and related-sites. For example:

R.J. Reynolds: hitp://www.rirt.comy/T1l/Pages/Tlcover.asp

Philip Marris: http://www.philipmorrisusa.com/

Japan Tobacco International: hitp:/fwww.jti.com

British-American Tobacco: hitp.//www.bat.com/

hitp:/www . tobaccojournal.com/

hitp:/fwww.tobaccoreporter.com/

For additional information on tobacco industry’s strategy regarding marketing, opposition to

advertisement bans and development of voluntary advertisement codes; utilization of voluntary codes

to oppose smoking restrictions; youth campaigns; utilization of hospitality industry and ventilation as a

[false] “solution” to smoking bans, search the tobacco industry documents sites, mainly Philip Morris
. site, and other sites containing industry documents:

www.pimdocs.com (with links to other companies sites)

hitp://www.hlth.sov be.ca/guildford/index. itml

http//'www.neth.ca/Guildford. nsf

hitp://www library.ucsf.edu/

http://legacy library.ucsf.edu/

http:/Awww.tobaccodocuments.ory/

Additional material discussing industry’s strategies related to the above can be found at:
hitp:/fwww.ash.ore,uk/

http:/A/www.ng-smoke.org

http://www.nsra-adnt.ca/

htp://www.cde.gov/tobacco/sitemap.htm

http://tobacco.who.int/

http:/frobaccofreekids.org/
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November 20042
Africa
Kenya

“.[In] Kenya it is unlikely that corporations will play politics. Instead, they find it noble to
demonstrate responsibility through working with communities. [In Kerio Valley thej Kerio Trade
Winds Project, a bundle of sub-projects whose centrepiece is a scheme to fight poverty ... [the]
community has been negotiating for assistance from the corporate sector... The partnership between
Kerio Trade Winds and the British American Tobacco (BAT), for example dates back to 1999. “This is
when the community approached the firm with a view to developing tobacco growing activities as an
option towards alleviating poverty in line with the government’s poverty alleviation strategy,” says
BAT Managing Director Simon Welford. ... And clearly, BAT is emerging as one of the main
architects whose many successes in this field is more visible. Other urgent concerns such as the
environment, health and child labour have also received good attention from the tobacco firm,
However, people still grapple with questions whether it is morally sound to receive this money, given
the fact that their products such as cigarettes could be posing great health risks to consumers. People
also want to know the initiatives being undertaken by the tobacco industry to minimise risks associated
with smoking. BAT says that it has long accepted that smoking is risky. Its business, it says, is not
about persuading people to smoke. “It is about offering high quality brands to adults who have already
taken the decision to smoke and are aware of the risks. Because of the risks of smoking, we have long
considered that the choice to smake, or not, is cne exclusively for adults. We do not want children to
smoke and we actively support programmes to prevent and reduce under-age smoking.” Welford says
94 per cent of the company’s total turnover is injected back into the economy through government
taxes, incomes to farmers in leaf growing areas as well as dividends to local share holders. ..."

Source: Large firms must learn responsibility
http://www .castandard.net/eahome/story | 1112002013 htm

Malawi

An article discussed the small farming tobacco growing system that provides most of Malawi’s foreign
exchange and states that tobacco is “at the heart of an ethical and political battle taking place in Malawi
that is seeing the world's largest health organisations pitted against the industry that props up the
economy of this impoverished African nation. At stake is the issue of who will bear responsibility for
the world’s deadly nicotine addiction, and a conflict between the need to reduce smoking deaths in the
developed world while not sacrificing the impoverished farmers whose livelihoods depend on
cigarettes.” [Note: Unfortunately the article did not point out that even an extremely successful
worldwide tobacco control campaign would promptly eliminate the need for tobacce growing and only
briefly mentioned that tobacco control advocates suggested that Malawi would have time to develop a
structured transition and called for international aid to assist with crop replacement.]

Source: http://abc.net.au/science/slab/tobacco/

“A 14-member Malawian delegation to the International Tobacco Growers Association (ITGA) annual
general meeting in Portugal visited several tobacco manufacturing companies in Britain, Germany and
ltaly to ask them on why Malawi tobacco fetched low prices last year despite its good quality. The
delegation, led by Tobacco Association of Malawi (Tama) president Albert Kamulaga, also held talks
on how to improve the tobacco prices next year. Kamulaga told the press on arrival in Lilongwe...[that]
the companies assured the delegation that Malawi burley tobacco could be sold at a higher price this
year so long the production levels remain at an average 130 million kilogrammes annually. Kamulaga
said the team’s own assessment, however, attributed the poor prices to cross border tobacco trade and
the intermediate tobacco buying system in the country. He said the two threatened the future of the
tobacco industry.

Source: Tama meets tobacco buyers hup://www.nationmalawi.com/articles.asp?article]l D=3601

South Africa
“Rembrandt Group (Remgro), the listed holding company for a variety of industrial and financial

interests, is expected to record a strong 25% rise in earnings for the six months ended September 30,
2002, when it reports its interim results ... Remgro counts among its assets a wide range of holdings,
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including international tobacco giant British American Tobacco ... The main factor behind Remgro's
robust growth for the six months is forecast to be the relative weakness of the rand, which plays an
important role in contributions from BAT, Gencor, Trans Hex and Distell. Analysts estimate the rand's
weakness will account for between 13% and 17% of Remgro's growth for the period - or over half.
According to analysts, BAT alone should contribute about RI-billion to Remgro's eamnings for the
period.”

Source: Business Day (za), November 20, 2002
http.//www.bday.co.za/bday/content/direct/1.352 3. 1229680-6078-0.00.htm|

Togo

There was some commotion when at the launch of the Royals Cup [Royal sis the name of a cigarette
brand] the president of the soccer league said that the organization had a budget of 20 millions, and the
treasurer corrected him saying that it was 60 million. The press was removed from the room, as until
then local journalists had made numerous efforts to find out exactly how much the Cup would cost and
how much the tobacco company had provided.

Source: "SPORT & TABAC ; www.letogolais.com

Uganda

“BAT has started to fight back against the threat of tougher tobacco laws. The global tobacco giant
warns in its official comment on the Framework Convention on Tobacco Control that its legally
protected right to trade must be protected. It did add that it recognises the right of governments to
regulate tobacco products at the national level ... "Since we recognise the negative health impact of
tobacco use, we do recognise the role of the [WHO] in supporting governments with heaith policy
advice based on sound science," says the BAT statement. "[But] as the producers of a legal product, we
assert the right to communicate with adult consumers and also the right to participate in international
trade.” BAT says that WHO must advise on tobacco control measures within its field of expertise, "but
not in fields outside its remit". BAT also says that active smoking be handled separately from passive
smoking [and] rejects accusations that cigarettes are intentionally engineered to create and maintain
dependence. ..."We accept that smoking is associated with real risks of serious diseases, and hence
tobacco products should be marketed in a responsible manner and should be for use only by adults
informed of the health risks," it adds. [But] we take issue with the notion that the world in the 21st
century is faced with a tobacco "epidemic” that is "spreading across national borders," engineered by
international tobacco companies through advertising.”

Source; BAT fights tobacco law threat - The Monitor (Kampala), November 5, 2002
hitp://monitor.co.ug/news.php?record _number=1&show=13usiness

“As the season for buying tobacco in Arua and Yumbe districts comes to an end, many farmers are not
happy despite the good yields this season. "Middlemen are getting more profit than us from the sale of
tobacco, simply because they buy it cheaply from Congo and sell it to BATU (British American
Tobacco, Uganda)”, an angry farmer tells ... "BATU is supposed to buy tobacco from its own farmers,
but nowadays they also buy from businessmen,” another grim-facing farmer said. However, when
contacted, BATU Divisional Leaf Manager, Augustine Kyamuhangire, said it was only this season that
they were accepting tobacco grown in Congo. "There is no guarantee that this trend will continue next
year. It is true that we only buy tobacco from farmers who are registered and have accounts with us.
There are a few farmers who, out of sickness did not grow tobacco this season, so on humanitarian
grounds we accepted tobacco which they bought from Congo," he said. The farmers maintain that
growing tobacco is a strenuous activity and that it is unfair for outsiders to profit at their expense.
Despite their displeasure, tobacco still remains the chief cash crop in West Nile ... At the foothills of
Mountain Wati, there is a vast acreage of land with isolated trees. Instead of the huge shea butter trees
that once sheltered this land, there are brick red high rise tobacco barns. "Most of the trees here were
felled for curing tobacco. It is now hard to get wood fuel in this place for curing tobacco. Many farmers
now depend on BATU and Mastermind for wood fuel.” ... “In a good season an average farmer usually
eams a net pay of about sh400,000 a year. BATU officials say the annual production of tobacco in the
region has been going up since 1990, when the total output was 3000 tonnes, "This season we paid out
a net amount of shl5.5billion to tobacco farmers in West Nile for 12,800 tonnes of tobacco they
produced,” Kyamuhangire said.”

Source: Tobacco Farmers Cry Foul. New Vision (Kampala), November 6, 2002
http://allafrica.com/stories/20021 1060163 .himi
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Zimbabwe

“Zimbabwe's tobacco eamnings, its biggest source of foreign exchange, slumped 43% this year
following the seizure of white-owned farms and a drop in prices, said farmers, who forecast a further
fall in 2003. ... The collapse of the industry will dry up supplies of some of the world's best tobacco
used to flavor cigarette brands such as Camel, Marlboro and Winston. ...” Another report stated that
there is doubts that Zimbabwe would ever be able to regain lost market share.

Sources: Bloomberg News, November 01, 2002
httpe//quote.bloomberg.com/tecei.cai?mnu=news&ptitle=Politics%20UK& tp=ad_uknews& T=necws_st
orypage99.hi&ad=uk_politics&s=APcJktx XL WmltYmFi

Financial Mail (za}, November 8, 2002 http://free.financialmail.co.za/02/1 108/busafrica/abusaf.htm

“The government has set $1 billion for the production of tobacco seedlings in an effort to boost the
output of the golden leaf, which is expected to fall to dismal quantities next vear. ... Participating in the
Tobacco Seedlings Production Scheme are the Indigenous Commercial Farmers’ Union (ICFU)
Zimbabwe Association of Tobacco Growers (ZATG), the Zimbabwe Tobacce Association, The
Zimbabwe Farmers’ Union, Farmers’ Development Trust, Tobacco Research Board and the Tobacco
Industry and Marketing Board (TIMB). ... The ZTGA has launched an on-farm training project in
which it mainly trains new tobacco farmers [hoping that better techniques will improve yield].

Source: Government sets aside $1bn for tobacco seedlings. November 11, 2002
http://www.dailvnews.co.zw/daily/2002/November/November ] /8602 him!

“The government has gazetted regulations on tobacco smoking as a reaction to the World Health
Organisation (WHO) calls to introduce anti-tobacco legislation on a global scale, ... According to the
new regulations, no persons shall smoke in any educational or healthcare facility, theatre, cinema,
museum, youth centre, library, place of worship or public meeting hall [among other places]. The
manager in contrel of any public premises or food outlets may designate an area within the premises as
an area in which smoking is permitted ... Trading of tobacco to persons under 18 years is not allowed,
while one would violate the Public Health regulations if they advertise, promote or commend the use of
tobacco without the accompanying messages warning that it is also dangerous... Zimbabwe Association
of Tobacco Growers president Julius Ngorima said he welcomed the introduction of the ... legislation
as it protected non-smokers and minors. [He said:] "We are glad that tobacco production will not be
affected by the controls. Controls on production do not work because countries act in line with the
supply and demand situation.”

Source: Government Sets Up New Restrictions On Smoking - The Daily News (Harare), November 14,
2002 http:/fallafrica.com/storigs/2002 11140478 hitml

Regional

“[Tobaccor]... with sales of £174m during the year to September, the maker of Excellence and
Superkings cigarettes achieved 11% growth in operating profits to £42m, Imperial Tobacco said.
"Tobaccor has proved to be a very valuable addition to the group, producing a double digit return in its
first full year," said Imperial Tobacco's chief executive, Gareth Davis, Imperial bought 75% of
Tobaccor in March 2001, and "in September 2002, we acquired a further 12.5% of Tobaccor for
£45m," the group said. The integration of Tobaccor into the group has "significantly improved
performance” said the company, "despite some political instability particularly in Madagascar and most
recently in the Ivory Coast". ... Africa is a key target market for Imperial which is increasingly pushing
for further international expansion. "The continued development of our international business reflects
the investment we have made in businesses, markets, brands and infrastructure,” said Imperial. ...
[mperial added that it is involved in the development of infrastructure projects in Africa and insisted
that it is "committed to the development of the communities of which we are a part". "Our high
standards are reflected throughout our Tobaccor operations in Africa, where our initiatives include the
provision of sanitation, health and education facilities, as well as providing jobs and local revenue,"
said the tobacco group. "Our African factories work closely with their local communities, often
including community leaders on their advisory boards™.”

Source: Tobaccor boosts Imperial in Africa - BBC News, 25 November, 2002
http://news.bbe.co.uk/1/hifbusiness/2512303.stm
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Americas
Brazil

The weekly news magazine Veja reported that BAT fully owned subsidiary, Souza Cruz, is optimist
with the election of Brazil’s new president and the defeat of fose Serra, former Ministry of Health who
was known for his strong support for tobacco control. Since 2000, Souza Cruz in involved in planting
tobacco in the city of Garanhuns, home town of the newly elected President, Mr. Silva, and frequently
brings up all the economic benefits for the region of this initiative.

Source: Revista Veja, November 6, 2002-12-01

Canada

“The provincial government [of British Columbia] is going to court for a second time to seek hundreds
of millions of dollars from the tobacco industry to help pay the health care costs of smokers... The
constitutional validity of the new act [allowing the lawsuit] will be challenged by three tobacco
companies -- JT1-Macdonald Corp., Imperial Tobacco Canada Ltd. and Rothmans Benson & Hedges
Inc. "We're deciding whether the statute can be maintained,” said lawyer Jack Giles, who is
representing JTI-Macdonald Corp., which is owned by Japan Tobacco Inc. "If the statute is invalid, as
we say it is, then their lawsuit has to be dismissed, if it's found valid, it's still subject to appeals.” The
Canadian Tobacco Manufacturers' Council ... said in a statement that..."The government has changed
the rules so it does not have to name any individual who has allegedly suffered from smoking-related
illness, prove the cause of the disease or even that health care was provided to that individual," the
council said in a statement. Ontario and Newfoundland and Labrador have adopted similar legislation.”
Sources: B.C. wants tobacco companies to ante up - Vancouver Sun , November 2, 2002
http://www.canada.com/search/story.aspx?id=dcSacdfb-7aeb-4a1d-9343-dcc4 3291068

Tobacco manufacturers and B.C. Government return to court November 4 - CNW

http://www . newswire.ca/releases/October2002/3 1/c6822 html

Billions at stake in cigarette fight - CBC Vancouver

http://vancouver.cbe.ca/template/serviet/ View?filename=be_tobacco021104

B.C. provincial legislation rules out recovering health-care costs from cigarette manufacturers: tobacco
lawyer - Ottawa Citizen/CP, November 5, 2002
http://www.canada.com/ottawa/story.asp?id=%7BCDOICCTA-AE6B-47 | D-BE4E-
B32FE6461070%7D

The battle against Big Tobacco continues - Canada.com/Vancouver
http://www.canada.com/vancouver/news/story.asp?id=%7B2A35D3B3C-9239-46D1-BB49-
F1BFCD9753B5%7D

“A group representing non-smokers and academics wants an ethics program at the University of
Toronte to return a $150,000 grant from a tobacco company. The grant [is] from Imperial Tobacco
Canada to St. Michael's College, part of the University of Toronto... Dr. Richard Alway, president of
St. Michael's, said the college deesn't plan to return the grant, which was approved in 200] by the
Montreal-based tobacco company. Alway said St. Michael's application for the funding went to college
alumnus Bob Bexon, Imperial's president who sits on a committee which assesses requests for
donations... The [grant] was among more than $8 million in grants handed out by Imperial to various
applicants in 2001...”

Sources: Health group condemns the University of St. Michael's College for funding an ethics program
with tobacco money - NSRA/CNW, November 5, 2002
http://www.newswire.ca/releases/November2002/05/c8463.htm!

Fumes over grant - Toronto Sun http://www.canoe.ca/TorontoNews/ts.ts-11-06-0044 html

Anti-tobacco group wants U of T to return donation from cigarette company - Canada.com/CP
http://www.canada.com/search/story.aspx?id=02cbce8b-fDe6-46ef-3bfe-67669ec3 b 10

Return donation from cigarette company, university urged - The (Halifax) Herald/CP
http://www.herald.ns.ca/stories/2002/1 1/06/fCanada. hum|

There was another article discussing the impact of the trend to switch to cheaper brands and how it
affected Rothmans Inc. “...Over the first half of 2002, cigarette volumes fell by an average of 10.7%
among Canada's three major tobacco companies as smokers have either quit or switch to cheaper
alternatives. Rothmans, which makes one-fifth of Canada's cigarettes, has made up partially for the loss
in cigarette revenue by selling more of its lower-margin fine-cut products {such as loose tobacce).”

42



Source: Cash cow choking on cheaper cigarettes - National Post/Financial Post, November 6, 2002
http://www nationalpost.com/utilities/story. html2id=42606A669-6080-4630-8 | F8-FABOB91648C2}
www,rothmansinc.ca

An article at the Montréal Gazette discusses the in-store displays of cigarettes in convenience stores
and how such promotional practices are not covered by existing advertising restrictions legislation in
different provinces and that the tobacco industry and retailers opposes more restrictive measures.
"Tobacco is a legal product and it's certainly our constitutional right to display a legal product,” said
John McDonald, spokesman for Rothmans, Benson & Hedges Inc.,..."Retail displays have nothing
whatsoever to do with why voung people or anybedy else smokes."... Expect cigarette displays to get
flashier where they're still allowed. As of next October, cigarette-makers will have more cash to throw
around because they will be barred from sponsoring sports and cultural events. Tobacco firms have
found inventive ways to exploit the legal, in-store-marketing loophole. For one thing, the displays are
getting bigger. Tobacco firms are also changing in-store racks so that packages are arranged to cover
most health warnings, which are legally required. Others are promoting their brands by piling up
dozens of boxes of roll-your-own cigarette tubes, which don't require warnings... *

Source: Displays generate heat - The Gazette, November 8, 2002

http:/A’www canada.com/search/story.aspx?id=e43bec65 1 -6238-4653-beSa-cdc5a5033073
hiip://wwiw.canada.com/search/story.aspx?id=c4 1407 15-948a-4017-a4e3-8927eafc3098

A Health Canada study found that “two of every three smokers of "light" cigarettes switched from
"regular,” and they did so largely based on the mistaken belief that the "milder” versions pose fewer
health risks” and “one-third of smokers of light cigarettes would have quit smoking had regular
cigarettes been the only kind available.” Such findings strengthen the case for banning “lights™ and
“mild” descriptors but cigarette manufacturers “rejected calls to stop using the terminology voluntarily,
and have vowed to fight regulations banning their use.” John Wildgust, director of corporate affairs of
JTI-Macdonald Corp., responded to reports of the study stating that in the study “... JTI-Macdonald
Corp. has never made any claim of health benefits associated with low-tar cigarettes. In fact, our
position is that there is no safe cigarette. Clearly, the vast majority of smokers agree. It is absurd to
suggest that removing descriptive terms such as "light” and "mild” would contribute anything to
consumers’ understanding of the risks of smoking. Rather, we recommended earlier this year that
Health Canada mandate a new waming message on this subject and consider making more prominent
use of the tar and nicotine test results, which also are mandated by Health Canada. The range of those
test results demonstrably shows that the amount of tar and nicotine you inhale may vary depending on
how you smoke, Far from being part of any "continuing deception,” we have consistently offered to
work with the government on these matters.”

Sources: Smokers swayed by labels, pell says - Globe & Mail, November 12, 2002,
http://www.globeandinail.com/serviet/AicleNews/PEstory/ TGAM/20021 1 12/USMOKN/Headlines/h
eaddex/headdexNational_temp/9/9/25/

'Mild’ rebuke - Globe & Mail, November 14, 2002
hitp://www.globeandmail.com/serviet/ArticleNews/PEstory/ TGAM/20021 114/ THULETS-
9/Headlines/headdex/headdexHealth_temp/2/2/d4/

“The photos on the Web site [www.theicebox.ca] show happy young people dancing and drinking in a
trendy club, surrounded by the colours and logo of new Kool brand cigarettes. No health warmnings are
shown. The site is restricted to adults but anybody can enter simply by declaring they are over 19,
Imperial Tobacco Canada says its site, one of several run by it and other Canadian cigarette-makers, is
legal because it is related to the legal sponsorship of a series of concerts in Canadian nightclubs
restricted to adults and smokers... In Europe, a site promoting West brand smokes includes online
games - a blatant targeting of youth, [tobacco control] activists say. ... Tobacco firms can advertise on-
site at sponsored events, in places where young people aren't allowed by law, in direct mailings to
adults, and in publications with more than 85-per-cent adult readership. ... Christina Dona, a
spokesman for Montreal-based Imperial Tobacco, said its promotional Web sites are legal because they
have a "screening process” to bar kids and are therefore publications with adult readership. "We're
complying with the legislation," she said. "We only want to speak with legal consumers.” She said
Imperial Tobacco, Canada's biggest cigarette-maker, "doesn't advertise to get people” to smoke.
Instead, it's "competing for adult consumers who have chosen to smoke."

Sources: Smoking out Big Tobacco - The Gazette, November 13, 2002
http://www.canada.com/search/story.aspx?id=311304a8-%9aa2-4¢65-bdce-1 1446¢{85a98
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Anti-smoking lobby wants Ottawa to strengthen controls on tobacco marketing - Ottawa Citizen/CP,
November 12, 2002

hup://www.canada.com/ottawa/story.asp?id=%7BD6D33EFA-B2ZEA-49E9-972B-
CC8719ACCES3%7D

“Imperial Tobacco blew the smoky veil from its multi-million-dollar business with an unprecedented
media tour... "Part of government policy is to de-normalize the Canadian tobacco industry and
demonize us in order to discourage people from smoking. It makes it very hard to have a dialogue,"
Imperial Tobacco Canada spokespersan Christina Dona said during a day-long tour for more than 20
journalists, "We're trying to be more proactive, rather than reactive. [t's a controversial industry and
there's a sense we've been under attack (from government). But it is a legal product and it is a legal
industry."... Imperial and its major competitors are awaiting a key ruling from Quebec Superior Court.
The complex case is expected to decide whether the federal Tobacco Act — which limits all cigarette
sponsorships and advertising, especially to young people — is unconstitutional and unfairly limits the
right of tobacco companies to do business and market a legal product. "The timing (of the media tour)
is not strategic in any way," said Dona, while acknowledging the act has made it virtually impossible
for Imperial to advertise three new products it's introduced this year. "We're trying to dispel some of
the misconceptions and myths about the product.”

Source: Imperial tries to burnish its image - Toronto Star, November 20, 2002

hrtp:/fwww thestar,com/NASA pp/cs/ContentServer?pagename=thestar/Layout/Article_Type | &c=Artic
le&cid=1035774620120&call pageid=9683500

United States

“Brown & Williamson Tobacco Corp. has signed a five-year, eight-figure contract with
KnowledgeBase Marketing Inc. for customer relationship management technelogy and analytic
services, The sizable investment marks a sea change in the industry's outlock on the importance of
direct marketing; As recently as 1999, the top five U.S. cigarette companies spent just a little under $95
million on direct mail, out of total marketing expenditures of $8.24 billion. ... KnowledgeBase will ...
synthesize B&W's multisource identity verification efforts, which prevent the Louisville, KY-based
tobacco company from contacting underage consumers or adults who don't want information on
tobacco products,

Source: Brown & Williamson [nvests in CRM - Hoover's Online, November 1, 2002
http://hoovnews.hoovers.com/fp.asp?layout=displaynews&doc_id=NR200211012500.6.5_f4aa0010154
bf559

An article on the NY Times discussed industry solutions to reduce second hand smoke in the context of
the smoke free proposal of Mayor Bloomberg, which would make bars and restaurants smoke free.
“...Whatever happens [to the NY proposal], tobacco companies and individual smokers have clearly
read the second-hand smoke signals, and they are coming up with inventions designed to reduce smoke
from a burning cigarette. ... Because much of the side-stream smoke comes from the burning paper
wrapper, cigarette makers have tried a variety of techniques to reduce the paper's burn rate. ...
Experiments were conducted with cigarettes that extinguished themselves when not being smoked. And
devices were created to capture or contain side-stream smoke.” The article mentioned several US
patents filed by tobacco companies in their quest for a smokeless cigarette.

Source: Stan Shatenstein, Globalink News & Information. Patent to Reduce Secondary Smoke - New
York Times, November 4, 2002

http://www.nytimes.com/2002/1 1/04/technology/04PATE . htm|

Cigarette sidestream smoke and free-burn rate control device. United States Patent 6,371,127
hutp://patft.uspto. covinetacgi/mph-Parser?Sect I=PTO2 & Sect2=HITO¥F F& p=1& u=/netahtml/search-
bool.html&r=1&f=G&I=50& co I=AND& d=ft00&s1=6.371,127&08=6.371.127&RS=6.371,127

Low sub-flow smoke type cigarette

A low-sidestream-smoke cigarette comprises a dual-structure wrapper that wraps filler. United States
Patent 6,405,734

http://patft uspto.govinetacgi/mph-Parser?Sect | =PTO2& Sect2=HITOFF& p=1& u=/netahtm|/search-
boolhtmi&r=1 & f=C&|=50&col=AND&d=1t00&s1=6,405.734&05=6,403.734&RS=6,405,734 .
Cigarette having reduced sidestream smoke, United States Patent 6,367,481

Nichols, etal. April9,2002

http://patft.uspto. gov/netacgi/mph-Parser?Sect | =PTO2& Sect2=HI TOF F& p=1 &u=/netahtml/search-
bool.html&i=| & f=G& =50& co | =AND& d=100&s 16,367,481 &08=6.367.48 | & RS=6,367.48 ]
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Portable cigarette smoking apparatus, United States Patent 6,349,728
http://patft.uspto.covimetacgi/nph-Parser?Sect | =PTO2& Sect2=HITOFF &p=1&u=/netahtm|/search-
bool.html&r=1&=G&1=50&co |=AND&d=ft00851=6,349,728&05=6,349,728& RS=6.349.728

Washington state Attorney General Christine Gregoire “is trying to force an Internet cigarette dealer to
cough up its list of Washington customers so the state can levy its steep tobacco tax on them... "We
estimate that contraband cigarettes maybe account for $250 million of lost revenue,” Gregoire said.
"It's lost taxes to the state of Washington that goes without saying. It's also not fair to the brick-and-
mortar store in Washington that's abiding by the law." The lawsuit filed in Thurston County Superior
Court seeks an injunction against dirtcheapcig.com, which sells cigarettes online from Kentucky,
forcing the company to disclose its customers within Washington... But Matthew Fairshter, the
company's lawyer, argues that the law was designed to regulate the shipment of untaxed cigarettes from
one state into another. The smokes sold by dirtcheapcigs.com are all duly taxed in Kentucky, he
argues.”

Source: AP, November 1, 2002
http://seattletimes.nwsource.com/html/localnews/134567219_neteigsOTm.htinl

Brown & Williamson Tobacco “has started test marketing a new cigarette touted as significantly
reducing toxins from cigarette smoke compared with leading low-tar and low-nicotine brands™ the
Advance Lights cigarettes. “The cigarette contains less toxins because of a special filter and a new
tobacco-curing process, which represent a breakthrough in cigarette technology, said Sharon Boyse, the
company's director of research. "While there is no such thing as a safe cigarette, the fact that Advance
Lights contains less toxins ... is an important step in the right direction,” Boyse said.” In related news it
was reported that Adnace packs had an insert with information stating ‘Brown & Williamson Tobacco
is providing this information so adult consumers have a basis for making informed choices. There is no
such thing as a safe cigarette. ADVANCE [:] All of the taste ... Less of the toxins. Reduced levels of
toxins compared to the leading lights brand styles, There is not enough medical information to know if
Advance with less toxins will lower health risks.’... B&W thinks it's the simplest way to get the
message across. "It seems to be the clearest and most impactful statement we could make of the facts
that are behind Advance and the product itself, We did not want to get into the polysyllabic chemical
names and toxins,” said Paul Wessel, divisional vice president of value-for-money, premium-niche and
new products at B&W. Those complicated chemical names are listed in literature attached to every
pack of Advance, showing the 20% to 80% reduction in various toxins. ... Marketing support includes
in-store, direct mail, newspaper and magazine ads ... Ads feature a picture of a man or a woman's eye,
using both sexes to appeal.”

Sources: Ads for new cigarette admit tobacco toxicity - Advertising Age, November 5, 2001
hitp://www.adage.com/news.cms?newsld=33338

AP, November 11, 2002

hitp://more.abenews.go.com/sections/living/dailynews/healthycigO1 [ 106.humn]

Tobacco companies had intensified its college based promotions and promotions at other young adult
gatherings. Such promotions include distribution of free samples in exchange to students providing
their names for tobacco companies databases. *In 1994, the first full year that Washington [state]
tracked the practice, there were 44 tobacco sampling events. Last year, there were 1,248

Source: The Spokesman-Review, Novemnber 3, 2002

http://'www spokesmanreview.com/news-story.asp?date=110302& [D=s1246 146

“Brown & Williamson Tobacco Corp. is reaching out to Oregon smokers facing cigarette price shock
following the state's huge tobacco tax hike ... Oregon's excise taxes on cigarettes skyrocketed more
than 88 percent Nov. I, an increase of $6 per carton, or 60 cents an individual pack. Brown &
Williamson said it is committed to providing smokers an alternative to paying higher prices. The
tobacco company launched a public relations campaign telling Oregon smokers they could offset the
higher tax by selecting its Pall Mall premium cigarette brand, which is being offered at a lower price.
The campaign is being supported statewide through direct-mail advertising and point-of-purchase
displays at convenience stores...”

Source: Convenience Store News, November 4, 2002

http://www.csnews.com/csnews/headlines/article _display.jsp?vinu_content_id=1754528

“Florida voters overwhelmingly banned smoking in the workplace, including about 12,000 restaurants
and bars statewide. The Sunshine State joins Califormia, Maine, Utah, Vermont and Delaware that ban
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smoking in public places. ... [The] smoking ban affects about 82,000 "enclosed workplaces” but
excludes stand-alone bars with outdoor seating areas, designated guest rooms in hotels and home
businesses that don’t provide child care. Restaurateurs and other opponents said they should be free to
decide how best to serve their customers, said Carol Dover, president of the Florida Restaurant
Association. Big Tobacco opted out of the ballot fight but will be expected to push hard with a
lobbying effort next spring when the Legislature starts codifying the amendment that voters approved

Source: Voters' mandate: Public smoking to be snuffed out - Miami Herald, November 6, 2002
http:/www.miami.con/mld/miami/4453701 . htm

“Philip Morris Cos. and other cigarette makers urged a state appeals court in Miami to throw out a
$145 billion jury award to Florida smokers, the largest verdict in U.S. legal history. Tobacco
companies, which say they may face bankruptcy if the 2-year-old verdict stands, asked a three-judge
panel to reverse the trial judge's decision to allow all sick Florida smokers to be represented as a group.
Industry lawyers argued the verdict is excessive and that Judge Robert Kaye mishandled the trial.
“There is no paintbrush big enough to cover up the flaws in the trial plan,”" industry lawyer Elliott
Scherker told the court... Philip Morris's share of the damages would be $74 billion; R.J. Reynolds
$36.3 billion; Brown & Williamson, $17.6 billion; Lorillard $16.3 billion, and Liggett $790 million, At
the next phase of trial, each plaintift will have to go to court to seek compensatory damages to qualify
for a piece of the $145 billion award. The industry argues that no damages should be paid until claims
by every member of the class have been litigated, a process that might take 75 years.”

Source: Tobacco Companies Seek Dismissal of $145 Bln Verdict - Bloomberg News, November 6,
2002

http://quote. bloomberg.com/fecgi.cei?ptitte=Top%a20 Financial%%20News&:s | =blk&tp=ad_topright_top
fink T=markets_box.ht&s2-ad_rightl_topfin&bt=ad_position|_topfin&box=ad box_all&tag=finangia
I&middle=ad frame2_topfin&s=APclV4hTwVGOiYWN]

*Philip Morris Companies Inc. has decided to consolidate its vast collection of tobacco documents,
meaning the law firm of Shook Hardy & Bacon will no lohger oversee one of the biggest repositories
of tobacco papers in the country. The move by Philip Morris eventually could lead to the layoffs of
dozens of analysts, paralegals and document clerks at Shook, which will continue to handle litigation
for Philip Morris. The company is the law firm's biggest client. ... "It's partly a matter of economics,
partly a matter of etficiency,” [PM counsel] Ohlemeyer said. "We're bringing the process closer to the
business and closer to the lawyers managing the litigation internatly®.”

Source: Kansas City Star, November 05, 2002

“A dying Sacramento [California] man claims that two of the country's largest tobacco companies
defrauded the public and concealed the addictive and cancer-causing effects of smoking cigarettes, then
targeted the nation's youths as prime customers, a lawyer said [during opening statements of the court
case] ... Theodore M. Grossman of Cleveland, the attorney who represents R.J. Reynolds, told jurors
that his client doesn't dispute the fact that cigarettes are hazardous. "This case is not about whether
cigarettes are safe. They are not safe," Grossman said. [Plaintiff’s attorney] Paul said that “In one 1953
document from R.J. Reynolds, Claude Teague, a researcher for the company, concluded that there was
a 96.1 percent correlation with lung cancer patients who were also long-term smokers..."Grossman
accused Paul of taking excerpts out of context and "doesn't give fair representation” to Teague's real
conclusion, which was that the cause for cancer was unknown.”

Source: Tobacco firms hid smoking's effects, jury is told - Sacramento Bee, November 8, 2002
http.//www sacbee.com/content/news/story/51 14486p-6120676¢.htm|

“Endovasc Ltd. Inc.- a biotechnelogy company with two cardiovascular drugs approved for final FDA
Phase IIl human trials - announced today that Philip Morris and Endovasc have signed an agreement
according to which Philip Morris has extended a grant for a one-year period to further study the
potential for broad practical use of Endovasc’s nicotine-based heart treatment, Angiogenix(TM). ...
Angiogenix(TM) is a simple, small molecule derived frem the tobacco plant that, when given in low
doses, has demonstrated remarkable results in stimulating robust growth of new vessels in four
different animal experiments with simulated blood-flow deficiencies, suggesting that it will do the
same in a human patient's heart and limbs ... "Philip Morris' continuous support will be instrumental in
making Angiogenix(TM) available for broad clinical application,” says Dr. David P. Summers,
chairman and chief executive officer of Endovasc.”

Scurce: Business Wire, November 6, 2002
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http://'www . businesswire.com/cei-bin/f_headline.cgi?dav0/223 100070&ticker=enve

“Loews Corp., the conglomerate controlled by financier Laurence Tisch, had a 45 percent rise in third-
quarter earnings as its insurance unit returned to profitability. ... Lorillard earnings fell 26 percent to
$277 million. A drop in shipments of Kent, Newport and True cigarettes depressed Lorillard eamings
after the company stopped using promotions that helped boost sales last year...”

Source: Bloomberg News, November 7, 2002

http://quote. bloombers.com/fucei.cgi?T=marketsquote99 news.ht&s=APcqiKxXJTGIIdIMg
Winston-Salem Journal

hitp://www.journalnow.com/wsj/business/tobacco/MGB0O13Q198D.htinl

The indoor smoking ban proposed by New Your City Mayor Bloomberg is still being debated and it is
uncertain when and if it will be approved. Several tobacco industry front groups representing different
hospitality sectors continue to oppose the ban

Sources: Smoking Ban Could Go to Voters - New York Times, November 7, 2002
http:/Awww.nytimes.com/2002/1.1/07/nyregion/metrocampaigns/Q7SMOK . hitml

Councilwoman Sees No Vote on Smoking Ban This Year - New York Times, November 13, 2002
hitp://www.nytimes.com/2002/11/13/nvregion/1 3SMOK .him]

Round Twe in Smoking Ban Debate — Newsday. November 13, 2002
hitp:/fwww.newsday.com/news/health/ny-
nysmok133001757nov13.0.6501790.story?coli=ny%2Dhealth%2 Dheadlines

Smoke bill chances buming up - New York Daily News, November 13, 2002
http://www.nvdailynews.com/news/local/storv/35105p-33 1 88¢c.html

“Branding the recent cigarette tax hikes an unconstitutional sham that is failing to produce promised
additional revenues, tobacco wholesalers will file a lawsuit to eliminate the increase. The suit, to be
filed in Manhattan Supreme Court by the state Association of Tobacco and Candy Wholesalers, said
the state and city will lose more than $200 million in taxes this fiscal year. The reason, court papers
say, is that smokers are buying on the black market or on the Internet to evade the increases.”

Sources: Tobacco group files lawsuit to snuff levies - New York Daily News, November 12th, 2002
http:/www.nydailynews.com/11-12-2002/news/story/3482 1 p-32938¢.hunl

Wholesalers to file suit seeking elimination of c:lgarette tax hike - Newsday/AP, November 12, 2002
http:/www.newsday.com/news/local/wire/nv-be-ny--cigarettetax-laws 1 1 1 2nov 12.0.6806779.story

A study based on industry document and published in the December issue of Tobacco Control gathered
media attention. As reported, the study states that tobacco companies “could have made self-
extinguishing cigarettes decades ago, preventing thousands of fires, but chose not to ... Instead they
opposed moves and tried to delay laws that would have made cigarettes safer and fireproof, the
researchers said. ... According to the study, cigarette companies identified factors to improve safety
more than two decades ago. But the Tobacco [nstitute, a United States industry body, opposed fire-safe
laws in 1982 on the grounds that the technology did naot exist.” ... “A spokeswoman for British
American Tobacco told Reuters the company has been doing research into fire-safe cigarettes for the
past 20 years in the United States. "But the U.S. government has still to come up with a test regarding
these kinds of cigarettes,” she added. "Many govermments around the world have put in considerable
legislation to insure the use of flame retardant material in furniture design with a view to fire safety.”
Sources: Tobaceo firms 'ignored fire-safe cigarettes' - Daily Telegraph, November 15, 2002
http://portal.telegraph.co.uk/news/main jlitml?xml=%2Fnews%2F2002%2F | 1%2F | 5%2Futob15.xml&
secureRefresh=true& requestid=6168

Researchers: Laws for Fire-Safe Cigarettes Needed - Reuters, November 14, 2002

Lttp://www reuters co.uk/newsArticle.jhtml?type=searchNews&story D=1737474

Researchers: Laws for Fire-Safe Cigarettes Needed - ABC News/Reuters
http://abcnews.go.com/wire/SciTech/reuters2002 1114117 htm!

“Tobacco giant Philip Morris this week is putting | 7-page bocklets with its positions on smoking risks
and policies into U.S. newspapers that will reach 16 million readers. The company said the campaign ...
is a way to encourage people to visit its recently redesigned Internet site to learn more about tobacco's
health risks, discouraging teen smoking and other topics.”

Sources: Tobacco Co. Puts Booklets in Papers - Newsday/AP. November i3, 2002

htep:fwww .newsday.com/business/investing/wire/sns-ap-philip-morris-

adsti13nov13.0.3849549 story?

47



Has Philip Morris Finally Come Clean? - ACSH ; November 22, 2002
http://healthtacisandfears.com/featured_articles/nov2002/philipmorris 112202 htmi

Tobacco giant puts booklets on smoking risks into newspapers - Hoover's Online/AP
htip://hoovnews.hoovers.com/fp.asp?layout=displavnews&doc_id=NR20021113140.5 58c40003be716
bld

Groups Say Philip Morris Newspaper Insert Effort to Cash in on Campaign Contributions - CTFK/U.S.
Newswire http://story.news.yahoo.convnewsttmpl=story&u=/021[13/180/2¢iaz.html

“Coming soon to a convenience store near youw: the first of about 130 million packs of Philip Morris
cigarettes with a special message for smokers stuck on the back. The leaflet tucked under the
cellophane wrap [is] an extended warning that “light” and “ultra light” cigarettes are no safer than
regular smokes. I[n it, Philip Morris Cos. says that the tar and nicotine levels included in all cigarette
ads aren’t necessarily good indicators of how much of those substances smokers actually inhale. The
company also tells smokers: “You should not assume” that so-called low-tar cigarettes are “less
harmful than ‘full flavor’ cigarette brands or that smoking such cigarette brands will help you quit
smoking.” For a limited time, the pamphlet will be put on every pack of “light,” “ultra light,” “mild”
or “medium” cigarettes Philip Morris makes for sale in the U.S., and should reach about 86% of the
smokers who buy those styles of its cigarettes, the company says. Philip Morris’s new-found desire to
reach out so aggressively to its customers with this cautionary message comes as the company faces
growing pressure from public-health advocates who say that descriptive terms such as “light” and
“low-tar” are misleading and should be banned altogether. ... Michael Pfeil, a spokesman for Philip
Morris, says the message about low-tar cigarettes is part of the company’s “continuing effort to share
with adult smokers information about the health risks of smoking.” Mr. Pfeil adds: “It’s the responsible
thing to do to more broadly disseminate that information.”... The huge leaflet drop is alsc a part of
Philip Morris’s ongoing good-corporate-citizen campaign. This month the company has put 158
million inserts in newspapers across the country that discuss issues ranging from the health
consequences of cigarette use to quitting smoking and second-hand smoke. ... At the moment,
protecting its ability to market light and low-tar cigarettes seems to be at the top of Philip Morris’s list.
The company and other cigarette makers have invested a lot of money in light cigarettes. Low-tar
cigarettes now account for more than 60% of the market, and the companies are loath to give up the
powerful identifying words they have spent years buming into smokers’ minds. If they lose the battle,
executives cling to the hope that smokers are sufficiently programmed to order by color, asking for
“Marlboro Golds” even if the word “light” is expunged.”

Source: Warning on ‘light’ cigarettes - MSNBC/Wall Street Journal. November 20, 2002
http://www.msnbec.com/news/837496.asp?0cv=BB40&cpl =

Philip Morris Adds Disclaimers - New York Times/AP

http://www.nytimes.com/apontine/business/A P-Philip-Motris-FTC.htmi

Philip Motris Packages Warn 'Light' Isn't Safer - Los Angeles Times/Bloomberg News

hitp://www latimes.com/business/a-fi-

smoke2 lnov21.0.64610 | .story?coll=1a%2Dheadlines%2 Dbusiness

Philip Morris to place inserts in cigarette packs - Reuters

=governmentFilingsNews&slorylD=1770727
Philip Morris/FTC:Co Puts Disclaimer On Cigarette Packs - Dow Jones Newswires
http://biz.vahoo.com/djus/021120/1237000629 1. html

“Philip Morris U.S.A. has asked the Federal Trade Commission (FTC) to promulgate new rules
governing the disclosure of average tar and nicotine yields of cigarette brands, The Company filed a
petition in September of this year asking the FTC to take action in response to evolving scientific
evidence about low-yield cigarettes, including the National Cancer Institute's Monograph 13, which
represents a fundamental departure from the scientific and public health community's prior thinking
about the health effects of low-yield cigarettes.” In response to Philip Morris action, Star Tobacco Inc.
said: "We are gratified to know that Philip Morris has joined in foliowing our lead in providing adult
smokers more, and not less information, about cigarettes that bear descriptors such as "light” and
"ultra-light”. We understand that their company will adopt, on a short-term basis, the practice that we
pioneered of using cigarette package inserts to communicate with adult consumers about the meaning
of such descriptors... It is important to note that these changes are taking place despite the absence of a
comprehensive regulatory structure to oversee the manufacture and marketing all tobacco-containing
products.
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Source; Philip Morris U.S.A. Asks Federal Trade Commission To Act on Conclusions of National
Cancer Institute Report - Business Wire
http://www stockhouse.com/mews/news . aspltick=MO& newsid=1411740

Business Wire, November 20, 2002

http://www businesswire.com/cei-bin/f_headline.cgi?day0/223242396&ticker=stsi

“In a blow to the tobacco industry, the Louisiana Supreme Court ordered a plan for a class-action trial
that will first focus a jury’s attention on whether cigarette-makers conspired to keep smokers hooked.
The suit, filed in 1996, does not seek individual damages, but asks for the tobacco industry to pay for
smoking cessation programs and medical monitoring for Louisiana smokers. [n a 6-1 decision, the high
court said the trial's first phase would concentrate on such issues as the marketing of cigarettes to
children, the alleged manipulation of nicotine levels, manufacturing a dangerous product and whether
the industry engaged in fraud and conspiracy. If the industry is found liable in the first phase of the
trial, other phases will be held to deal with individual issues and the setting of damages. If the industry
wins the first phase, the trial is over, ... Phil Wittmann, an attorney representing the tobacco industry,
said ... the industry was considering asking the Supreme Court to reconsider its decision.”

Source: La. Tobacco Trial Plan Rearranged - Newsday/AP. November 15, 2002
hitp//www.newsdav.com/business/investing/wire/sns-ap-tobacco-lawsuit | 11 5nov135,0.6617033 . story

The Philip Morris brands of “light and ultralight cigarettes distributed in Missouri and Southern Illinois
-- Marlboro, Merit and Virginia Slims, among others -- now contain an insert entitled "information for
smokers." It says, in essence, that everything you've been led to believe by three decades of very
expensive advertising is wrong. The appearance of those inserts in Missouri and Illinois is no
coincidence, Philip Morris is being sued in both states, along with ... R.J. Reynolds and Brown &
Williamson.”

Source: St. Louis Post — Dispatch, November 16, 2002

http://brownw newsreal.com/pages/brownw/Story.nsp?story_id=34423503& 1D=brownw&scategory=T
obacco&

Vector Tobacco is preparing to launch Quest, a lower nicotine cigareite early next year.

"Quest is a major element going forward for this company,” Bennett LeBow, CEQ of Vector's parent,
The Vector Group, told analysts during an eamings conference call.” Sales of Vector’s other “reduced
carcinogens” product, Omni, have been minimal. “Vector has developed three versions of the Quest
cigarette -- One: Low Nicotine, Two: ExtraLow Nicotine and Three: Nicotine Free.”

Source: Durham (NC) Herald Sun, November 19, 2002

http://www.heraldsun.com/business/2 1 -289764.htm}

Researchers “presented evidence that the tobacco industry, particularly Philip Morris, experimented
with genetically engineered tobacco as early as the 1980s in an effort to control nicoting levels in
cigarettes. "There was an intersection of two research trends: biotechnology and the need for a low-
nicotine cigarette," ... [The researchers] found evidence that Philip Morris paid $1.5 million to
biotechnology company Calgene, Inc., now a subsidiary of Monsanto Co., in 1986 to help it create a
low-nicotine cigarette. That effort failed ... Nonetheless, Philip Morris continued to pursue the
development of a low-nicotine cigarette aware that it was likely to be perceived as healthier, although it
is not... A representative from Philip Morris could not be reached immediately for comment... So far,
only one company, Vector Tobacco Inc., has sold cigarettes genetically engineered to be low-nicotine.
However, the company's Omni-brand cigarettes haven't caught on, ringing up a paltry $5.6 million in
sales this year, according to its latest earnings report.”

Source: Tobacco industry tinkers with biotech cigarettes - AP. November 20, 2002

hetp://www. heraldtribune.com/apps/pbes.dil/article? Date=2002 1 1 20& Category=APN& ArtNo=211201
130&Ref=AR

Another paper published on the December issue of Tobacce Control received wide media attention in
the United States: “American cigarette companies cultivated financial ties with most major civil rights
groups in a widespread campaign to attract more black smokers and neutralize opposition to anti-
smoking measures, according to tobacco industry documents unearthed by UCSF researchers. ... RJ
Reynolds spokesman David Howard, who said he had not seen the paper and could not comment on its
findings, said many companies contribute to organizations strategically. "We do that so we have an
opportunity to have our side heard," Howard told the Associated Press. ... Among the documents is a
1984 memo ... "Clearly, the sole reason for B&W's interest in the black and Hispanic communities is
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the actual and potential sales of B&W products within these communities and the profitability of these
sales. . . . This relatively small and often tightly knit (minority) community can work to B&W's
marketing advantage, if exploited properly,” the marketing memo states. A 1991 memo from R
Reynolds describes a meeting with the Michigan Black Legislative Caucus, where the company was
asked to contribute to a black owned hospital. "(We) were assured that our support would be
welcomed, regardless of the probable criticism of anti-smoking activists. We were further assured that
(the caucus) would in tum support us,” the memo states.

Source: Tobacco firms courted rights groups - San Francisco Chronicle, November 21, 2002
http://www.sfeate conv/egi-bin/article.cpi?file=/chronicle/archive/2002/1 1/2 I/MNS ] 397.DTL
DeHavilland Information Services plc (uk)

htip://www . dehavilland.co.uk/opennewsrec.asp?ltemiD=10564& UTD=96 | 3& SID=8& FID=10& XS1.=.
/dhincludes/DHNewsltem.xs!&SrvliD=10

UCSF study says tobacco companies targeted black groups - Modesto Bee/AP
hitp:/fwww.modbee.com/state_wire/story/5260891p-6266644¢.himl

African American leadership groups: smoking with the enemy - Tobacco Control

hitp:/ite. bmjjournals.com/cgifcontent/full/11/4/336

“Snuff and chewing tobacco firm Swedish Match, so far little affected by health-related legal action
against the industry, said it faced a rare class action suit in the United States. ... Despite a plethora of
recent court cases in the United States against the tobacco industry, suits involving smokeless tobacco
such as snuff and chewing tobacco are extremely rare. Swedish Match said in a statement the suit filed
in Miami, Florida, was against United States Tobacco Company and other companies including
Pinkerton Tobacco Company and Swedish Match North America, Inc. The suit is for damages to an
unspecified amount for the alleged medical consequences of using smokeless tobacco, including but
not limited to addiction. "Swedish Match believes there are strong arguments against the allegations in
the complaint and intends to defend itself vigorously," the company said. "We do not worry this could
lead to liability to pay damages. Our position is that the claim is without merit," Swedish Match Senior
Vice President Bo Aulin told Reuters,

Source: Swedish Match in U.S. class action suit - Reuters, November 14, 2002

http://www . reuters.co.uk/newsArticie. jhiml Xtvpe=searchNews& storvID=1737001

United States/Canada

“Canada lost a Supreme Court case over its attempt to use a U.S. anti-racketeering law to sue over
cigarette smuggling. Canadian leaders contend R.J. Reynolds Tobacco Co. tried to get around taxes by
smuggling tobacco into Canada through an Indian reservation. ... The Supreme Court refused to
consider reinstating the case, signaling that countries must use their own courts to pursue American
companies they accuse of wrongdoing. ... The case has been pending for months at the Supreme Court.
Part of the delay came after justices asked the Bush administration last spring to offer its opinion. The
administration sided with R.J. Reynolds ... Jeffrey S. Sutton, the attorney for R.J. Reynolds, warned
that if the Canadian lawsuit was allowed, it would "open American courts to an onslaught of foreign
tax claims" from countries that unlike Canada were not U.S. friends.” “In a statement released today,
JTI Intemmational (JTI) expressed satisfaction at the United States' Supreme Court decision ... "Lawsuits
of this type - from any country or supranational organizations - will be vigorously defended," said Guy
Coté, Vice President, Media Relations for JTI. "They are blatant attempts to squeeze money out of a
disfavoured, yet legal, industry, by trying to use the U.S. legal system which is perceived as being more
generous," he added. "We will do what we can to fight contraband, but we cannot do it alone,"” stated
Mr. Cdté. "The root cause of the black market is excessive cigarette taxation as the actual crisis in
Canada keeps indicating,” he emphasized. "Our subsidiary, JTI-Macdonald in Canada, spent much
defending itself and would rather invest in genuine efforts to deal with the roots of the problem.
Today's result was predictable from the outset of this litigation, given the importance of the revenue
rule to the United States and other countries, including Canada. It raises questions as to whether
Canadian officials were properly advised about the real likelihood of today's outcome or whether they
were simply determined to press on regardless of the advice," concluded the IT] spokesman.”

Sources: Supreme Court turns down Canada's cigarette smuggling lawsuit - Newsday/AP, November 4,
2002 http://www.newsday.com/news/local/wire/ny-be-ny--scotus-tobaccol 1 04nov04.0, 19501 78 story
Top Court Won't Review Cigarette Case - Reuters, November 4, 2002

hitp://www reuters.com/news_article jhtml?type=businessnews& StorvID=1675296

Supreme Court decision ends Canada's three-year misguided legal battle in the U.S. - CNW, November
4, 2002 http:/Awww.newswire.calreleases/November2002/04/¢8032. htinl
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Court clears US tobacco giant - BBC News, 5 November, 2002
http:/mews.bbe.co.uk/1/hi/business/2402509 stin

R.J. Reynolds Fights Off Canadian Smuggling Appeal - Bloomberg News, November 4, 2002
http://quote.bloomberg. com/feegi.cei? T=marketsquote99 news.ht&s=APcbmJBSJdUISKLIBS

High Court Rejects Canadian Suit Against R.J. Reynolds - Dow Jones Newswires, November 4, 2002
http://biz.yahoo.com/djus/021104/1 108000445 | .htint

Supreme Court decision ends Canada's three-year misguided legal battle in the US. -
CNW/PRNewswire, November 4, 2002
httpe//www . newswire.ca/releases/November2002/04/¢8032 himl
R.J. Reynolds Tobacco Company: U.S. Supreme Court Refuses to Hear Canadian Cigarette Smuggling
Suit. November 4, 2002 http://biz.yahoo.com/prnews/02 1 104/chm0290 _1.htin}

Canada may pursue other means after tobacco case fails in U.S. Supreme Court - CP-AP
hitp:/www.canoe.ca/National Ticker/CANOE-wire,Scotus-Tobaceo-Cda.html

Contrebande de cigarettes: le Canada débouté aux Etats-Unis - La Presse/PC
http://www.cyberpresse.cafresean/actualites/02 1 /act_ 102110133719 html

The Los Angeles Time ran an extensive feature on Les Thompson, former employee of Canada’s RJR-
MacDonald Inc., who was instrumental in that company’s contraband scheme and ended up pleading
guilty to money laundering and spending 2 years in U.S. prison. RIR paid a fine and portrayed
Thomson as a rogue employee. These days, he is a “key figure in civil suits and criminal investigations
into the global trade in contraband smokes. He has been cooperating with investigators from the United
States and the European Union. "I'm looking forward to going to court and telling the story under
oath," he said in an interview. ... Thompson has also told his insider's story to Canadian investigators in
a probe that is expected to result in criminal charges against tobacco firms, officials and suppliers --
possibly including his former superiors at RIR-MacDonald... Representatives of R.J. Reynolds referred
questions about Thompson to Japan Tobacco International, which acquired Reynolds' international
business in 1999. A spokesman for Japan Tobacco, Guy Cote, said the company could not comment
because of the Canadian investigation. But he cautioned against taking the word of "a convicted felon”
who took kickbacks.” Tobacco companies continue to deny any involvement with worldwide cigarette
smuggling schemes, despite evidence to the contrary. Thompson said that at the peak, “RJR-
MacDonald made a weekly profit of $1.2 million to $1.3 million from the contraband trade and saw an
increase in its market share. ... [At the time] the tobacce companies blamed the rampant smuggling on
the Canadian government, saying excessive taxation had created irresistible incentives for crooks. But a
1993 letter that surfaced years later in U.S. tobacco litigation suggested that the companies knowingly
exploited the black market. The letter was from R, Don Brown, chairman of Imperial Tobacco, to his
superior in London, Ulrich Herter, managing director for tobacco at [mperial's parent, British-American
Tobacco. "As you are aware, smuggled cigarettes due to exorbitant tax levels represent nearly 30
percent of total sales in Canada, and the level is growing,” Brown wrote. "Although we agreed to
support the Federal government's effort to reduce smuggling by limiting our exports to the U.S.A., our
competitors did not. ... Subsequently, we have decided to remove the limits on our exports to regain our
share of Canadian smokers.... Until the smuggling issue is resclved, an increasing volume of our
domestic sales in Canada will be exported, then smuggled back for sale here."...” The article is a very
comprehensive review of the events related to the Canadian case and the effect it had on cigarette taxes
in that country.

Source: Stan Shatenstein, GLK News &Information;

Cigarettes, Greed and Betrayal: An Insider's Saga - Los Angeles Times. November 10, 2002
http:/Awww latimes.com/business/la-ti-smuggle t0nov1 0.story

Tobacco insider talks - The Gazette http://www.nsra-adnf.ca/english/gazinsiderl.html

Tobacco insider talks: Part 2 - The Gazette http://www.nsra-adnf.ca/english/gazinsider2.htm|

Tobacco Companies Linked To Criminal Organizations In Lucrative Cigarette Smuggling - ICLJ
http://www publici.org/story_01_030301.him

Letter: Don Brown, ITL to Ulrich Herter, BAT, June 3, 1993 htp://www public-
i.org/ITL to Herter.pdf

BAT exposé - The Guardian http://www.guardian.co.uk/bat

United States/Veneruelq
“...Florida's 3rd District Court of Appeal effectively closed the state's courts to [foreign counties']

lawsuits [by] affirming the dismissal of a case brought by Venezuela in Miami-Dade Circuit
Court...The 3rd District Court of Appeal dismissed Venezuela's case on the grounds that its claims
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were too remote and indirect. The court held that, if there was harm, it was not the country that was
damaged. Other foreign governments that filed suit in Miami-Dade Circuit Court with similar claims
include Honduras, Tajikistan, the Russian Federation and several states in Brazil. Joel S. Perwin...
which filed the suits in Miami-Dade Circuit Court on behalf of the foreign governments, said his clients
will appeal to the Florida Supreme Court..."Federal courts in this country have uniformly rejected such
lawsuits. Because similar rules apply regardless of where these cases are filed or who files them, these
cases should be dismissed whether they are filed in state or federal court,” said Wiiliam $. Ohlemeyer,
vice president and general counsel of Philip Morris.”

Source: Snuffed Out - Miami Daily Business Review/Law.com
http://www. law.com/isp/article jsp?id=1032128879166

Eastern Mediterranean
Iran

“Iran's state tobacco authority has signed an import and production deal with four foreign cigarette
companies in a bid to cut down on massive smuggling... Authority director Ali Ghafori told the Iran
newspaper that deals had been inked with Germany's Reemtsma, British American Tobacco (BAT),
Japan Tobacco [nternational (JTI) and South Korea's Korea Tobacco and Ginseng company... Under
the deals they would be able to legally import their products inte Iran's strictly controlled tobacco
market. Reemtsma, BAT and JTI could also begin local production, Ghafori added. The multi-million
dollar deal also involves the boosting of Iran's own domestic production facilities with the companies’
eventual local production unsing Iranian-grown tobacco on the condition of improved quality.”
Source: [ranMania.com, November 20, 2002
hitp://www.iranmania.com/news/ArticleView/Default.asp?NewsCode=13059&NewsK ind=BusinessEc
onanmy&ArchiveNews=Yes

Europe
Bulgaria

“No changes happened in the period from July 22, 2002 to August 23, 2002 to make the Privatisation
Agency ask for one-off improvement of the bids for Bulgaria's tobacco monopoly Bulgartabac, Apostol
Apostolov, head of the Privatisation Agency, said at a press conference November 1. The time
specified covers the period from the day four bidders submitted final offers to their ranking. The
comment of the Privatisation Agency head comes several days after the Supreme Administrative Court
overruled the decision of the Privatization Agency, with which the consortium of Tobacco Capital
Partners and Clar Inns was named winning bidder for an eighty percent stake in Bulgartabac Holding.
According to the court, the Privatization Agency had to ask for one-off improvement of the bids,
because of the favourable changes in the financial condition of the company. In the opinion of the court
this is a violation of the competition regulation. All bidders in Bulgartabac privatisation had equal
access to the information on the financial condition of Bulgaria's tobacco monopoly, Apostol
Apostolov underlined....” The Privatisation Agency announced it will appeal the ruling of the Supreme
Administrative Court, which stripped the preferred buyer for Bulgaria's tobacco monopoly, the
consortium Tobacco Capital Partners and Clar Inns, of its status.

Source: Moves in Bulgaria's Tobacco Monapoly Sale Defended

htip://www novinite.com/view news.php?id=15728

Appeal against Ruling on Bulgaria's Tobacco Monopoly Confirmed, Noevember 8, 2002
http://www.novinite.com/view_news.php?id=15998

Novinite.com (bg), November 16, 2002

http://www.novinite.com/view_news.php?id=16270

France

An appeal court in France confirmed that the publication in the magazine “Formules” of photos of race
cars and drivers in which a cigarette brand appear constitute indirect tobacco advertising and fine the
editor of the magazine.

Source: Comité National Contre le Tabagisme, November 8, 2002
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Altadis announced streng third quarter results which analysts claim will make the company less likely
to be the next target for a merger or take over by one of the larger tobacco companies.

Source: The Wall Street Journal Interactive Edition

http://online.wsj.com/article/0. . BT CO 20021114 002585.00.htmi?mod=COMPANY

Germany

An article published in the German magazine Stern discussed the association between German cigarette
companies association, Verband der Cigarettenindustrie (VdC), an dits director, Emst Briickner,
accused of manipulating information and government policies in the area of tobacco. The long and
comprehensive article states, among other things, that Bruckner was responsible for using the unions
and the manufacturers of vending machines to oppose increase taxation on cigarettes. The article also
shows how VdC paid journalists to disseminate only the indusiry’s view on smoking and health issues,
how the industry used intimidation to undermine efforts within the ministry of health to advance
tobacco control, and how VdC financed pro-tebacco studies published in prestigious medical journals
and mention several names of people linked to the tobacco industry.

Source: Emanuelle Beguinot ; Kdmpfer fiir den Qualm, 31 Octobre 2002

http://www . stern.de/wirtschatt/spezial/magazin/artikel/?id=33246

The Federal Association for Consumer Rights {vzbv) has sued the cigarette manufacturer JT
International (formerly Reynolds) because of youth-referred cigarette advertisement. The cause is the
new "Camel" campaign “slow down — pleasure up” because of the juvenile appearance of persons on
billboard advertising. From the view of vzbv, the advertisement is an offence against the food and
consumer article law (LMBG) and is incompatible and with the self obligation of the cigarette industry
for the omission of youth-referred advertisement. ... Furthermore, the slogan "slow down - pleasure up"
suggests an increased well-being through tobacco consumption... In the framework of the voluntary
code, the cigarette industry committed itself not to show cigarette advertising with persons who are, or
appear to be, younger than 30 years... The court proposed that both parties have 2 weeks to decide on a
settlement: JTI should decide to stop advertising with 2 of the 8 motives and the Federal Association
for Consumer Rights should abandon the lawsuit.”

Source: Emanuelle Beguinot, Camel advertising "slow down — pleasure up” is been taken to court in
Germany

Articles in German newspapers;

Der Tagesspiegel: 21.11.2002

http://archiv.tagesspiegel.de/archiv/21.11.2002/314977 asp

Frankfurter Rundschau: 22.11.2002

hip/iwww. fr-akuell.de/fi/ 104/1104007. htm

Saarbriicker Zeitung: 21.11.2002

http://www.sz-newsline.de/wir/GO1BI4TK _1.php3

Holland

“Under the [new] law, which goes into effect Jan. |, proprietors of cigarette vending machines who
want to keep them operational must ensure that minors (in this case, kids under 16) can't use them to
buy tobacco. [There are 22,000 cigarette vending machines in the Netherlands.]... [A] Dutch banking
organization called Interpay, together with the local branch of British American Tobacco, has stepped
up to the plate by introducing the AgeKey, an electronic chip that gets implanted onto a tobacco user's
ATM or debit card. Through an arrangement with the Dutch post office, the would-be-smoker can
show up at the post office with his or her existing bank card, present a proof of age [D, and have the
chip added on the spot... Customers will still be able to buy tobacco from the machines using cash or
coins, provided they insert the AgeKey-encrypted card beforehand, which electronically "unlatches”
the machine... The motives behind this innovation were not purely altruistic. The installation and
maintenance of the vending machines is a profitable niche business, and their proprietors would be
especially loath to see the machines disappear after just having spent roughly $350 a pop modifying
them to accept the Euro currency last year. ... Teddy van de Burg, a British American Tobacco
spokeswoman, said the AgeKey could potentially be adapted as a more general "forbidden fruit card”
for the purchase of alcohol or videos. [Note: Of course, anyone could buy a card to am underage
friend.]

Sources: A Minor Problem: No Cigs for Kids - Wired News, November 6, 2002

http:/fwww. wired.com/news/culture/0.1284.55993,00.htm]
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No Tobacco Sales to Under-16s Sticker - Maas Services Tabak
http://www.maasonline.com/maasonline/Maas/Tabak/Stick Tabak.htm|

Netherlands introduces child-proof cigarette vending machines - The Lancet, November 16, 2002
http://www.thelancet.com/journal/vo]360/iss9345/full/llan.360.9345.news.23167.6

Ireland

“Smoking is to be totally banned in restaurants and in pubs when food is being served under tough new
anti-tobacco regulations te be introduced by the Minister for Health, Mr Martin. The Minister is also to
ban smoking in all workplaces - apart from designated smoking rooms - and on trains... The powerful,
6,000-strong Vintners' Federation of Ireland, which represents publicans, tried to persuade the
government not to ban smoking in pubs, but Martin said that would be unfair.” ... “Even a limited ban
will be difficult to enforce,” wamed Tadgh O’Sullivan, chief executive of the Vintners® Federation of
Ireland... Nick Bish, spokesperson for the UK industry’s Charter Group, said: “It’s for the Irish to get
their own house in order, in England and Wales we’re confident that we have the best act in town as far
as self regulation is concemed, and the government seems to recognise that. It"’s up to us as an industry
to ensure that the voluntary approach is a success.” The Charter Group is encouraging self-regulation
and so far more than 50 per cent of pubs are complying by providing good ventilation and/or smoke-
free areas,

Source: Martin plans to limit smoking in pubs - Irish Times, November 7, 2002
hitpe//www.ireland.com/newspaper/front/2002/1107/4953 7808 7HM | SMOK ING.html

Smokers fume over mooted Irish bar - Reuters, November §, 2002

hitpi//www . reuters.co.uk/newsArticle. jhtml:jsessionid=4X0GYOK WOPCBKCRBAEKSFEY ?tvpe=sear
chNews&storylD=1697793

Smoking ban for Irish eateries - BBC News, 7 November, 2002
http://news.bbe.co.uk/1/hifworld/europe/24 13217 stm

UK fear as Irish smoking ban comes into force - The Publican, November 14, 2002
http://www.thepublican.com/cgi-bin/item cgi?id=7958&d=1 1&u=3a3cC438&m=275

*Cigaretic maker Gallaher recorded pre-tax profits of E79m in Ireland last year, up 25pc on 2000,
according to accounts filed with the Companies Office. Despite ongoing health concerns and
campaigns encouraging people to quit, sales in Ireland were up last year by 6pc, with brands such as
Benson & Hedges and Camel leading it to a 50pc market share.”

Source: Gallaher sees profits soar 25pc in Ireland - Irish Examiner. November 15, 2002
http://www.online.ie/business/viewer.adparticle=1882760

ltaly

Italy’s privatization committee met to discuss among other things the sale of state-owned tobacco
company ETI SpA. ETI owns rights to produce and distribute products of Philip Morris in Italy until
2005. Eight groups - including BAT, Franco-Spanish tobacco company Altadis SA , and Swedish
Match AB - have expressed an interest. Later, the Italian government said it had admitted eight groups
interested in buying ETI to the second phase of the sale process.

Source: Italy Government Committee Meets On Enel Unit, ETI Sales. November 4, 2002
hitp://biz.yahoo.com/djus/021 104/0504000159 1.html

Dow Jones via Yahoo http://biz.yahoo.com/djus/021104/1234000507_2 html

“...The lialian Senate last week approved an antismoking measure that would forbid cigar and cigarette
smoking in public places and require restaurants to confine smoking to special sections and to install
ventilation systems. ... "If I'm in the car alone, [ smoke," said Giuliano Bianucci, the president of the
Association of Polite Smokers and Tolerant Nonsmokers, an advocacy group based in Milan. "If there's
somebody else who doesn't smoke, I'll try to smoke less. I'll crack the window open. "If I go to a
nonsmoker's house who doesn't let me have a cigarette after dinner,” Mr. Bianucci said, "l think that it's
time to change friends.” ... [Health Minister] Mr. Sirchia said in an interview today that he had received
a flood of letters and phone calls in support of the new antismoking legislation, convincing him that
"ltaly is changing its attitudes." [Note: This Association is another model of the industry’s
*accommodation™ or “courtesy” program which aims at protecting smokers’ rights to smoke anywhere
and no to protect against ex{osier to second hand smoke. This is a good meve forward, but
unfortunately ventilation will not provide health protection.}

Source: italy (Gasp!) Starts to Clear the Clouds of Smokers - New York Times. November 12, 2002
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http://www.nytimes.com/2002/1 1/1 2/international/europe/ 121 TAL. html

“.. ETI SpA said gross profit in the first nine months of 2002 rose to EUR92 million from a profit of
EUR47 million a year ago. Ente Tabacchi Italiano also said its revenues fell to EUR677 million from
EURS830 million in 2001 and its earnings before interest, taxes, deprecation and amortization fell to
EUR 145 million from EUR199 million in the same period last year.”

Source: Dow Jones via Yahoo, Nevember 27, 2002
http://biz.yahoo.com/djus/021127/0754000322_1.htm|

Switzerland

There was an article in the Swiss paper Le Matin on the trend of smoking additives free cigareftes, The
article discusses the success of the brand American Spirit, made by Santa Fe Natural Tobacco Co.,
recently acquired by RJ.R. The article does highlight that such “natural” cigarettes are not safer than
regular cigarettes. Sales for American Sprit has been doubling every year in Switzerland. (Winston
brand tried a similar “natural” approach but did not succeed.) Its biggest market is among “cool” young
adults that hear about it mouth to mouth and through the Internet.

Source: Quant & fumer, autant fumer bio - Le Matin (Genéve), November 5, 2002

hitp:Aaww lematin.ch/home/pratique/1 5954 . htm!

United Kingdom

“Cigarette manufacturers are facing a flood of litigation claims which could result in a multimillion
pound legal bill. Leading companies including BAT have been hit with a string of individual and group
lawsuits. Tobacco analyst for JP Morgan, Michael Smith, said: "The legal caseload outside the US
against the tobacco industry is increasing." Among the cases are 204 claimants involved in class action
litigation in Ireland against BAT, Imperial and Gallaher. Imperial, which boasts a flawless litigation
track record, is also facing a £500,000 individual claim in Scotland where Mrs. McTear has launched
an action on behalf of her late husband Alf.” :
Source; ASH-UK; The Express on Sunday, 3 November 2002

“The Mirror reports that Tory MPs ruled out Ken Clarke as future leader of the Conservatives over his
links with a tobacco firm. They fear that the Department of Trade and Industry could deliver a
devastating repert on British American Tobacco. And senior Tories insist that Ministers could use it to
destroy Mr Clarke’s chances of leading a revival. The DTI is investigating claims that BAT encouraged
evasion of tax and exploited the smuggling of billions of cigarettes to boost sales and attract new
smokers. ... But a source close to the investigation said: “There is irrefutable evidence to prove that
BAT was supplying cigarettes for the black market in an attempt to dodge tax and expand their market
in developing countries. So Labour have a great big bomb underneath him which they can detenate at
any time. ... A shadow cabinet member said: “Any one who wants to lead a political party is going to
find they have a lot of explaining to do about the service they provide for BAT. For that reason alone,
Ken Clarke will not lead the Tory Party.”

Source: ASH-UK daily News; The Daily Mirror, 8 November 2002

“Imperial Tobacco sent a defiant message to the government, saying that banning tobacco advertising
would not kill the industry. The government has pledged to stub out cigarette advertising by the end of
the year ... Imperial Tobacco's chief executive Gareth Davis said: "I think, with all the evidence we've
seen around the world, the advertising ban has no effect on market size. In countries where there is an
ad ban, the market has even grown." ... Mr Davis said that the price of cigarettes and high taxes
imposed on the industry are a much more effective way of stopping people smoking than banning
advertising. [Note: Of course Mr. Davis did not add that when higher taxes are proposed the industry
opposes them claiming that they lead to an increase in contraband and economic losses.}

Source: Tobacco giant says ad ban will not kill industry - The Guardian, November 26, 2002
http:/Awww.guardian.co.uk/business/story/0,3604,847806,00.html

“The logic of Imperial’s £3.7 billion acquisition of Germany’s Reemtsma was underlined by full-year
profits that came in at the top end of expectations... the deal certainly provides a solid platform from
which [mperial can expand its business. In the relatively mature markets of the UK and Germany,
Imperial will have a broader portfolio of brands to offer to smokers. it will also be able to market these
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brands to a wide international audience given the geographic fit of Reemtsma with Imperial. Reemtsma
gives access to regions with growth prospects, such as Eastern Europe, Russia and Asia.”

Sources: Purchase brings glow to Imperial - The Times, November 26, 2002

http://www .timesonline.co.uk/article/0,,748-493247,00.html

Somebody loves 'em - The Sun, November 26, 2002

http://www.thesun.co.uk/article/0,,.9-200254 1 §99,00.htm{

Tobacco giant's profits flare - BBC News

http:/news.bbe.co.uk/1/hi/business/2510207 stin

Imperial Tobacco enjoys fired-up profits - Reuters

hitp/rwww reuters.co.uk/mewsArticle jhiml ?type=searchNews&storviD=1799 164

European Union

“Tobacco companies should be banned from using ashtrays, umbrellas and other goods to promote
their products, MEPs have said. In a vote in the European Parliament, MEPs also backed calls for
cigarette vending machines to be phased out. The calls come just one day after parliament backed
proposals to ban tobacco advertising throughout the Union... Two years ago, the European Court of
Justice ruled that a tobacco advertising ban on the grounds of health was a matter for national
governments and not for the European Union. Now the European Commission is arguing that, with
tobacco advertising bans in nearly half of the EU member states, common rules are necessary in
Europe's single market. Despite the parliament's vote tobacco companies and newspaper publishers in
the EU say they will mount another legal challenge to the legislation. ...” [The draft law doesn't cover
cinema advertising, billboards, posters or indirect advertising, such as ads for RJR Nabisco Co.'s
Camel-brand clothing. Early in December the ban was approved and a more extensive discussion of the
industry’s reaction will be presented in thr December 2002 summary.]

Sources; MEPs back tobacco promotion ban - BBC News, 21 November, 2002
http:/news.bbe.co.uk/1/hishealth/2 500877 stm

EU Parliament Votes In Favor Of Tobacco Advertising Ban, November 20, 2002
http://biz.vahoo.com/djus/021120/0719000358 3.htnl

*The Administrative Court in Minden, Westfahlen, Germany, has decided to refer the question of the
legality of the EU-ban on snus to the European Court of Justice in Luxembourg... The ban on oral
smokeless tobacco lacks adequate legal base and violates the principles of non-discrimination and
proportionality, says Lennart Sunden, President and CEO of Swedish Match AB.”

Source: Primezone Media Network, November 26, 2002

http://biz.yahoo.com/pz/021126/34283 htinl

South-East Asia
India

Living The Promise: The Organisation As A Manifestation Of Its Brand, November 1, 2002

Excerpts from a speech given by Mr. Modi, of Godfrey Philips India: “...In other words, what is this
thing that we may call corporate brand, why is it so important, and how do we build it? Put simply, the
corporate brand of a company is the psychological contract that the company makes with its multi-
stakeholder environment. It is not only a reflection of the identity of a company, but a promise of
delivering consistently against what the company stands for... Today, building a corporate brand is
extremely important. One needs to build trust with each stakeholder - not just the customer, but
employees, regulators, capital markets, suppliers, trade and alliance partners and opinion shapers... This
trust results in higher growth and profits through being able to attract and retain better talent, command
a price premium, and negotiate favourably with the most respectable buyers, suppliers and partners. So,
how do we build a corporate brand? ... Godfrey Phillips India (or GP1) is today the second largest
tobacco company in India. But in 1979, when GPI was managed by a leading multinational, it was the
smallest player and was not profitable. We were bought into the business by our partners to infuse fresh
thinking. ... Thus, a trusted corporate brand was created in the Indian market under GPI. But in spite of
this, by the late 1990s we had lost momentum... A decision was taken to reinvent the corporate brand
by focusing not just on product mix and quality, but on developing winning strategies and energising
our people. This involved a restructuring effort in which we created new departments and hired talent
looking at marketing, strategy, HR and corporate affairs... Already, GPI has gained 1% market share
and the merale of our employees and partners has become positive. We are firming our strategies based
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on these values and vision, to grow more aggressively - by launching innovative products and new
brands, building alliances, and leveraging our strength in distribution. In fact, GPI is a part of the Modi
group that pans companies from different sectors. ... However, while foreign products could be
imported, distribution and services could not. We felt it necessary to create new businesses focusing on
our strengths in these areas. Thus, under Modi Entertainment Network we developed a cable TV
distribution network with 17000 operators, and partnered with content providers to launch 4 channels.
In Modicare we entered the network-marketing arena and currently have 850,000 consultants. And we
are tapping into the growing demand for specialised higher education by forming alliances with foreign
universities. These new initiatives are driven by creating new values and vision for the Modi group as a
whole. Today, we are striving to make the "Modi’ brand as one that signifies "best distribution in Asia’
and "best alliance partner in India’.

Source: Speech by Mr Modi at an international chief executive officers’ conclave in China recently)
http://hoovnews.hoovers.com/fp.asp?layout=displaynews&doc_id=NR20021101670.2_7¢e00032bb36
3ecl

“The ITC stock posted considerable rise, consolidating its gains made during last few trading
sessions... The stock of ITC has gained about five per cent in the last seven trading sessions. Analysts
seemed optimistic on their outlook for ITC, considering the 12% rise it posted in its bottom line
growth, on the back of volumes growth and a better product mix. Analysts are also encouraged by the
better performance of ITC as it has been on a diversification exercise of late, in order to de-risk its
business model.”

Source: Financial Express, November 26, 2002

http://www tinancialexpress.com/fe_full_story.php?content id=22577

Western Pacific
Australia

“A ban on smoking in pubs, clubs and casinos would only cost jobs, the Australian Hotels Association
(AHA) has said. The AHA today rejected calls from the hotel workers' union and the National
Occupational Health and Safety Commission for the smoking ban. .. [The] unions and health
organisations joined forces for a new campaign to ban smoking in Australian pubs, clubs and casinos
by 2003.”

[Another example of the worldwide reach of the tobacco industry links with the hospitality industry.]
Sources: Smoking ban will cost jobs; AHA - The Australian, November 7, 2002

http://www theaustralian.news.com.aw/commen/story_page/0,5744,5441773%255E1702.00.htm|
Smoking ban will cost jobs: AHA - News.com.au The Australian

http://news com.au/common/story_page/0.4057.5441773%255E421,00.html

Philip Morris was sentenced to pay A$9,000 for flouting the law and promoting tobacco to young
Australians. "Philip Morris developed the event as a means of advertising its product amongst young
women so as to increase cigarette consumption amongst that group,”" Mr Andrews said in his judgment.
"One of the major reasons, if not the primary reason for the staging of the fashion event was to
advertise Alpine cigarettes.” ... Philip Morris was found to have specifically targeted young women at
fashion shows which were swamped with the colours as well as themes of one cigarette brand. The
advertising campaign even went so far as to design special jewelry with a cigarette theme. But while
health groups have applauded the guilty verdict, they say the penalty is miniscule compared to the
damage done by the company's cigarettes.”... “Philip Morris communications manager Colin Lippiatt
said the company regretted the incident and would try harder to abide by the Act in the future. "Philip
Morris sincerely regrets this event occurred,” he said. "Philip Morris takes very seriously its obligations
under the NSW Public Health Act and will apply lessons learnt from this case".”

Sources: The World Today, November 8, 2002 hitp:/www.abc.net.au/worldtoday/s722318.htm

Philip Morris fined for breaching tobacce advertising laws - Sydney Morning Herald/AAP, November
8, 2002 http://www.simh.com.au/articles/2002/11/08/1036308473763 .html

Philip Morris fined over ads - The Age/AAP
http:/fwww.theage.com.au/breaking/2002/1 1/08/FFX3PM1Y 88D huml

Tobacco firms face severe fines - Sydney Morning Herald, November 9 2002

http://www.smh.com auw/articles/2002/1 1/08/1036308483348.htn|

Tobacco giant fined over ad breach - The Age, November 9 2002
hitp://'www theage com.au/articles/2002/1 1/08/1036308480914.htn!
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Philip Morris first cigarette firm to be fined under Australia's tough advertising laws. AP, November 8,
2002

http://story.news. vaheo.com/newstmpl=story& u=/ap/20021108/ap_wo_en_po‘australia_tobacco _fine
1

Anti-smoking lobby angry at $9,000 fine. The World Today, November §, 2002
http://www.abc.net.au/worldtoday/s7223 18.htm

*...Fronted by a model called Mink, the Australian fashion industry, with Federal Government support,
yesterday launched a campaign in Canberra to combat the "gueriila marketing” of smoking within the
fashion industry. But while the industry has said it will no longer tolerate attempts by tobacco
comparies to "infiltrate” fashion events, the ALP [Australian Labor Party] stands by its acceptance of
tobacco money in return for naming rights at party events. British American Tobacco has paid the party
about $15,000 to become an “associate sponsor” at party fundraisers. ... The NSW ALP state secretary,
Eric Roozendaal, yesterday denied any clash between the party's acceptance of funding from the
tobacce industry and the Labor Government's rejection of cigarette promotion.... "We are merely
acknowledging the support of a corporate donor ... We don't in any way support smoking ... I think they
are two separate issues."

Source: Fashion and ALP out of step on smoking - Sydney Morning Herald, November 8 2002
hrtpe/fwww.sinh.com.au/articles/2002/1 1/07/1036308424 193 htm|

The Sidney Morning Herald ran an extensive report of how Philip Morris uses one of its consulting
firms, Health Buildings International (HBI) to influence the development of ventilation standards.
[Similar tactic has been extensively used by the industry in the US and other places.] “The standard, if
taken into law, will mean ventilation systems in buildings where smoking is allowed do not have to
take into account health concemns regarding second-hand tobacco smoke [which is a goal of the tobacco
industry]”. Fortunately, Standard Australia took the undue influence seriously (unlike its counterpart in
the US] and the “NSW Health Department and WorkCover NSW objected to the standard because of
the omission, as did the Australian Building Codes Board and the National Occupational Health and
Safety Commission.” Despite denieals by HBI of any undue involvement or representation of PM
interestes, there has been ample evidence in the tobacco industry documents about utilization of HBI
by the tobacco industry to avoid clean indoor air measures. “A letter on Philip Morris letterhead dated
October 29, 1998, raises the "recent developments concerning the Australian ventilation standard". The
letter - from Mark Friedman, Philip Morris assistant general counsel, worldwide regulatory affairs, to
other employees - lists HBI as its consultants and HBI employee Chris Salmon as "2 member of the
Standards sub-committee”. It calls for input from Philip Morris Australia to a submission that Mr
Salmon would make to Standards Australia. "We have asked HBI to prepare a report focusing
specifically on the impact the proposed changes might have on smoking," another Philip Morris letter
states. HBI reported to the tobacco company that "the proposed changes ... will not have a significant
effect on smoking in buildings and in some instances will make it easier for bars and restaurants to
permit smoking and comply with the standard".. A Philip Morris spokesman acknowledged the
company had in the past worked with Healthy Buildings International. "Within the time frame
provided we are unable to comment on past documents without having had the opportunity to retrieve
them from our archives and review them," the spokesman said. ...”

Sources: Smoke gets in their eyes over building rules - Sydney Morning Herald
http://www.smh.com.au/articles/2002/11/12/1037080730825.him!

ASHRAE Standard 62: tobacco industry’s influence over national ventilation standards - Tobacco
Control

http://tc. bmjjournals.com/cgi/content/full/{ 1/4/315

Philip Morris Australia took tow unprecedented actions: it offered its Australian staff a one-off
payment of almost $8,000 to replace their entitlement of four cartons of cigarettes per month; and it
implemented a smoke free workplace in its offices and factory. “... Phillip Morris has been involved in
of some of the biggest lawsuits associated with the dangers of smoking. [The] company's corporate
affairs director Thomas DuBois says the moves... were brought about by changes in community
attitudes, "We felt that we should compensate those adult smokers at Philip Morris who decide to cease
their cigarette rations,” Mr DuBois said.” {Mr. duBois] was careful to skate arcund the issue of whether
there was a medical risk in workplace smoking, and stressed the decision had not been taken out of fear
of litigation. "It causes fatal disease, whether you're a smoker at Philip Morris or not,” Mr duBois told
ABC radio. "We have to, as a company - maybe especially our company and the industry we're in - we
have to stay tuned to changes in attitude and public perception.” The company has not always been so
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accommaodating. Earlier this month it was reported to have tried to influence Australian regulations on
workplace ventilation so as to play down the importance of environmental tobacco smoke.”

Source: Cigarette company offers staff $8,000 each to give up ration - ABC Australia News, November
25, 2002 http://abe.net.aw/news/australia/2002/11/item200211251 15707 _1.htm

Smoke signals - The Guardian, November 26, 2002

http://www . cuardian.co.uk/leaders/story/0,3604,847717.00.htm|

Philip Morris factory is a smoke-free zone - The Guardian, November 26, 2002
hetp://www.guardian.co.uk/international/storv/0.3604.847659.00.html

China

There was a lengthy article on Newsweek International about smuggling of cigarettes in China, from
Taiwan, mostly of famous foreign brands such as Mild Seven and 535. “... Large quantities of foreign-
brand cigarettes continue to be smuggled into China through the back door for one basic reason: the
front door is almost completely closed. The world’s leading tobacco giants—Philip Morris, British
American Tobacco and Japan Tobacco International—have spent the past decade desperately trying to
offset declining profits at home by edging their way into the world’s biggest market. ... But Big
Tobacco has been stymied by something even bigger: a massive state-run monopoly that is not yet
ready or willing to open up to outside competition. Even with China’s entry into the World Trade
Organization, foreign tobacco companies don’t expect to increase their paltry 1 percent market share
any time soon, “Our operations are just a drop in the ocean,” says Johannes-Gerhard Hesse, general
manager for JTI in China. “Right now and for a time to come, international brands are not relevant.” ...
The flood of illegal imports, whether smuggled with the companies’ knowledge or not, has helped
foreign brands gain access to and build brand awareness in a closed market. ... Foreign tobacco
companies were spending a reported $20 million a year on advertising in the mid-1990s, but their
market access was minimal. China’s state monopoly tightly controlled how many foreign cigareties
could be imported—and who could distribute them. (It also controlled the number that could be
produced in joint-venture factories.) In 1994 Beijing signed an agreement with Washington promising
to lift all import-licensing requirements on American cigarettes within the year—but nothing came of
it. In 1995 Beijing suspended all new joint ventures with foreign tobacco companies, explaining that
the market was saturated. Then it banned all public tobacco advertising, [The ads and sponsorships
from international companies] vanished, but signs for local brands still blanket the streets of some
cities. ... It wasn’t just the foreign ads that disappeared. Foreign cigarettes did, too, dwindling from
nearly 3 percent to less than 1 percent of the legal market. ... “Ten years ago there were more foreign
cigarettes consumed in China than there are today,” says Zhou Ruizeng, spokesman for —China’s
National Tobacco Co., brushing off suggestions that the monopoly keeps the amount of imports
artificially low. “The main reason foreign companies have failed is not our control of the market, but
Chinese tastes.” Chinese smokers, he says, lifting a Zhonghua cigarette 1o his mouth, simply don't like
the strong blended flavor of most foreign cigarettes. “In the future the market share of foreign cigarette
manufacturers will not likely increase,” he says. “But over the years to come, as demand rises, we will
loosen controls over import levels.” ... Nobody has accused the foreign tobacco companies of direct
involvement in smuggling. But some have come close. In 1995, at the height of a Hong Kong
investigation into a $2.3 billion smuggling operation, the prosecution’s lead witness—a Chinese
businessman named Tommy Chui—was murdered in Singapore. Chui had testified to the collusion
between Chinese triads, or mafias, and high-level officials at BAT. Using the dead man’s testimony,
the court sentenced BAT executive Jerry Liu to prison in 1998 for accepting a $3 million bribe and a
$1.3 million soft loan from the triads in exchange for huge amounts of duty-free cigarettes to be
smuggled into China. ... BAT strenuously denied any knowledge of the smuggling of its cigarettes into
China,..”

Source: A Hard Habit to Break - Newsweek ; November 11, 2002
http://www.msnbc.com/mews/829824.asp

Hong Kong

“One of the world's biggest tobacco companies has not made any attempt to claim back more than $20
million it is owed by a corrupt former SAR executive - four years after Hong Kong's most controversial
cigarette-smuggling trial. Law enforcers have expressed surprise that BAT has not yet made a bid to
retrieve the cash, But bosses of the 100-year-old cigarette conglomerate said they were waiting for the
Hong Kong government to receive compensation for its costs in the case before BAT dipped into the
pot. Former British American Tobacco (HK) export director Jerry Lui Kin-hong was jailed for plotting
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to receive bribes from cigarette smugglers in June 1998, ... Delivering his verdict in the Lui case, Mr
Justice Yeung railed against big tobacco firms for putting profits before social responsibility. "A
leading international tobacco company sold large quantities of duty-not-paid cigarettes worth billions
and billions of dollars, with the knowledge that those cigarettes would be smuggled into China and
other parts of the world," he said. "In my view, the tobacco companies were clearly putting their
commercial interests above whatever moral duty they may have towards our society, and to some
extent such irresponsible behaviour amounted to assisting criminals in transnational crime." The only
way BAT can claim its money back is by filing a civil suit against Mr Lui, which it has not done. Doris
Ho, British American Tobacco (HK) corporate and regulatory affairs manager, said the company would
eventually seek the $21.25 million and it would donate it to charity if the money was paid back. "The
money was bribes, so we don't want to be seen to be profiting from it," she said. A law enforcement
source close to the original inquiry said: "BAT is a business. You have to ask yourself why have they
not made any attempt to get the money? Ms Ho said: "BAT does not smuggle cigarettes, neither does
it condone cigarette smuggling. We work closely with Customs to tackle smuggling because it hurts
our company.”

Source: Tobacco giant reluctant to claim $20m. November 9, 2002
hitp:/hoovnews.hoovers.com/fp.asp?lavout=displaynews& doc_id=NR20021110670.2 6f4d000¢935a8
721

“The University of Hong Kong medical faculty - the pre-eminent local research centre on smoking
health - has accepted free services from a long-time leading tobacco advocate ... former Tobacco
Institute chairwoman Brenda Chow. Ms Chow retired last year as director of public affairs for British
American Tobacco in Hong Kong, China and Macau after 20 years... She was a member of BAT's
Hong Kong board of directors and chaired the Tobacco Institute in 1989 and 1999. The dean of the
medical faculty, Professor Lam Shiu-kum, has longstanding links to Ms Chow in his role as vice-
chairman of the Liver Foundation, which has in the past been bankrolled by BAT [more than $1
millicn given between 1995 and 1999]. In a memo dated September 2, Professor Lam announced that
the faculty had invited Ms Chow to organise the first of a series of planned media workshops, The
memo described Ms Chow as a "renowned and experienced PR consultant” - but failed to mention her
tobacco background. ... On retirement, Ms Chow told the South China Morning Post her 20-year career
with the big tobacco firm made her "what I am today", and said her skills were most suited to industries
requiring crisis management such as oil companies, pharmaceuticals or liquor firms. ... Professor Lam
did not comment beyond an ¢-mail saying Ms Chow had retired from BAT when she helped the faculty
run the media appreciation workshop.”

Sources: §0-year link between PR expert and professor - South China Morning Post, November 21,
2002

http://hongkong.scmp.com/hknews/ZZZ | N3P7R8D . himl

“Ties to tobacco firms do not appear to be a bar to health-related appointments in Hong Kong, in what
an anti-smoking campaigner says is a worrying trend. The most widely known example is that of
Secretary for Environment, Transport and Works Sarah Liao Sau-tung, whose job carries responsibility
for maintaining indoor air quality. The Philip Morris cigarette company lists her as having been a paid
consultant, funding her trips to symposiums on passive smoking in Portugal, Canada and Thailand. She
also received an estimated $1 million in 1990 from the largely tobacco-funded Centre for Indoor Air
Research to look into indoor air quality in Hong Kong. Dr Liao has vehemently denied knowing where
the money came from - but tobacco industry lawyer John Rupp said he told her tobacco firms were the
source of the funding. Her partner in air quality research, John Bacon-Shone, was also named as a
tobacco consultant - and like Dr Liao he too denied knowingly accepting tobacco funding. ... Another
former tobacco industry player involved in government health is Lee Jark-pui, who served as executive
director of the Tobacco Institute for seven years until 1994 - but is currently a member of the Hospital
Authority Board, One of his fellow authority board members is dean of the faculty of medicine at the
University of Hong Kong, Professor Lam Shiu-kum, who has taken on former Tobacco Institute
chairwoman Brenda Chow as an unpaid public relations adviser ... earlier this year when Lingnan
University accepted $450,000 from the tobacco-funded Committee on Youth Smoking Prevention to do
a research project.”

Source: Ties to cigarette firms present no bar to taking on health roles - South China Morning Post,
November 21, 2002 hup:/hongkong.semp.com/hknews/ZZ781.3P7R8D. him]

60



Japan

“... Japan Tebacco has said its profits will nearly double this financial year. [JT] reported a 46% rise in
net profits for the six months to September and predicted a 90% rise for the year to March 2003. Profits
are soaring despite falling cigarette sales in Japan, the company said. The former state monopoly's
strong financial performance has largely been achieved through harsh cost cutting measures. Strong
demand for cigarettes abroad also helped fuel the profits growth.”

Source: Japan Tobacco profits soar - BBC News http:/news.bbe.co.uk/1/hi/business/2408435.stm
Japan Tobacco net profit up 46.1% - Japan Today
hitp://wwiwv japantoday.com/e/Tcontent=news& cat=3& id=237443

Reuters http://biz.yahoo.com/re/02 1 106/tobacco_japan_carnings_3.html

There was a lengthy feature on the Los Angeles Times about Japan Tobacco. “... JT has argued in and
out of court that the health risks are not scientifically proved. Atsuro Ito, a JT spokesman, said warning
labels and health policy are determined by the government. The company, Japan's only domestic
producer, is intent on finding new tobacco products with greater appeal for consumers, including
women, he added. "We leave it to their judgment whether to buy them or not.” Although JT produces
Marlboro cigarettes for the Japanese market under license from Philip Morris Cos., which has admitted
that its cigarettes cause cancer, JT continues to deny any causal link. Yet the Japanese company, which
has diversified into pharmaceuticals and food, also has invested millions researching drugs to combat
lung cancer. Meanwhile, JT gave away 1.2 million cigarettes to 5,000 nursing homes last year during
the annual Respect for the Aged holiday, and each year it distributes thousands of special crest-
emblazoned smokes to volunteers who help maintain the Imperial Palace in Tokyo... JT also sponsors
hundreds of "manner ads" a week. The 10-second television spots advise viewers not to fling their butts
or otherwise disturb nonsmokers... The greatest source of industry clout is the Tobacco Business Law,
one of a string of related measures dating to 1904. The law says the government must own at least 50%
of JT in perpetuity and, as a matter of national policy, "promote the healthy development of the tobacco
industry and ensure stable revenue in the interest of a sound national economy."

Source; Los Angeles Times, November 20, 2002

http://www. latimes.com/news/nationworld/world/la-fg-smoke20nov20 story

Korea

“Esse, a slim and up-market cigarette, overtook This for the top spot in sales in Qctober. This had been
the best-selling brand for the last seven years, Korea Tobacce and Ginseng Corp. said ... [attributing]
the success of Esse to the increasing popularity of slender, high-quality cigarettes.

Source: Esse cigarettes take over No. 1. November 05, 2002

http://english. joins.com/Article. asp?aid=20021105012846& 5id=400

“Korea Tobacco & Ginseng Corp.'s fundamentals are sound and its share price cheap, but that doesn't
mean investors should rush in and buy the stock. Although the market views KT&G's privatization
process favorably, the company itself faces major challenges - the fast-growing popularity of foreign
cigarette brands and the South Korean government's anti-smoking campaign - which will crimp the
stock's upside, analysts say.”

Source: The Wall Street Journal Interactive Edition, November 6, 2002
htp://online.wsi.com/article/0. BT _COQ 20021106 _009797.djm.00.html

“British-American Tobacco (BAT) Korea completed the construction of Korea's first foreign owned
cigarette manufacturing plant in Sachon ... With the completion of the ultra-modemn facility, BAT
Korea is set to produce 400 million packs of Dunhill Light, the most popular foreign cigarettes in
Korea. "The completion of the plant means that we are now fully prepared to produce Dunhill Lights,
currently made in England, for local customers,” said BAT Korea president John Taylor.”

Source: Hoover's, November 10, 2002
http://hoovnews.hoovers.com/fp.asp?layout=displaynews&doc_id=NR20021110670.2 300700049698
cf84

Malaysia

“Malaysia loses RM1.2 billion in tax revenue annually from the sale of contraband cigarettes, the State
Domestic Trade and Consumer Affairs Department said {and that] such cigarettes, inciuding imitation
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brands, accounted for 21 per cent of the cigarettes sold in the country.”... “Local cigaretie
manufacturers proposed fresh measures to curb illegal imports and recover some of the revenue lost to
the black market. They said, in a proposal to the Government, that imported cigarettes should be
“bandrolled” to clearly indicate that they are genuine, duty-paid products. Locally-manufactured
cigarettes, however, could just be marked with invisible security codes which would be pre-printed on
the packets. This would help set their products apart from the counterfeits. The Confederation of
Malaysian Tobacco Manufacturers, which represents 95 per cent of local cigarette manufacturers, put
in the proposal two weeks ago in response to the Budget 2003 initiative to ¢lamp down on the illegal
market by “coding” genuine, duty-paid products.”

Source: Malaysia loses RM1.2b in tax revenue to contraband cigarettes

http:/www .emedia.com.my/Current_News/NST/Wednesday/NewsBreak/2602 1030170309/ Article/
B& W NewsReal, November 5, 2002
http://brownw.newsreal.com/pages/brownw/Story.nsp?story_id=34135906& [D=brownw& scalegory=T
obacco&

New Zealand

“.. New Zealand's biggest tobacco company, British American Tobacco, told the health select
committee it believed the planned measures to ban or restrict smoking in public places were based on
"overstated” claims about the risk of passive smoking. The committee is considering the Smoke-free
Environments (Enhanced Protection) Biill which would ban smoking in bars, restaurants and casinos
except in designated areas with separate ventilation systems. Most of the previous submissions the
commitiee has heard were from anti-smoking groups, although the hospitality industry has put up a
fight with evidence of the difficulty and costs that pubs and other premises will face if they have to
build walls and install ventilation systems. ... "The current proposals are so extreme that few pubs and
clubs will be able to meet the necessary changes to their premises to allow smoking for their patrons,”
said BAT spokesman John Galligan. "White some anti-smoking extremists want smoking banned
everywhere, this is an over-reaction to what is a manageable issue, "In our view, many of the claims
about the health risks of passive smoking have been overstated and the measures to restrict or ban
smoking in public places are being justified on these overstated risks." Mr Galligan said hospitality
operators had the option of going smoke free right now, without the need for further legislation, and
some had taken that option. He said BAT believed it was worth considering establishing an indoor air
quality standard as an option to segregating smokers and non-smokers. BAT said in its writien
submission it was prepared to work with the Government and offered to provide "accurate, unbiased
and factual information" which it said would help the decision-making process. BAT's head of science,
Chris Proctor, a London-based doctor, told the committee smoking did cause diseases in smokers but
claimed that exposure to environmental tobacco smoke (ETS, or passive smoking) were not supported
by any scientific evidence. "In our view, it has not been established that ETS exposure genuinely
increases the risk of non-smokers developing lung cancer or heart disease,” he said.

[The industry as a whole has not yet decided what its position is on second hand smoke exposure and
most continue to deny there are significant harmful effects and continue to pus for ventilation
“solutions” in partnership with hospitality industry front groups. For details see:
www.tobaccoscam. ucsfedu]

Source: Tobacco giant asks for balanced approach to new smoking bans - Stuff (NZ), November 6,
2002

hitp://www.stuff.co.nz/stuff/0,2106,210313%a6160.00.htm}

Bills before Health Select Committee: Smoke-free Environments {Enhanced Protection) Amendment -
NZ House of Reps hup://www.gp.co.nz/wooc/npaper/select-committee-bills html

Tobacco Industry Running Scared. November 7, 2002

http://'www.scoop.co.nz/imason/stories/POG2 | 1/S00037 htin

Tobacco Giant Bats Against Govt http://xtramsn.co.nz/news/0,,3779-1900843.00.htm|

Third of workers breathing smoke - New Zealand Herald

http.//www nzherald.co.nz/storydisplay.cfin?story [D=3003 1 98& thesection=newsd& thesubsection=pene
ral

Still dying from second-hand smoke at work: a brief review of the evidence for smoke-free workplaces
in New Zealand - NZMedJ http//www.nzma.org.nz/journal/115-11635/240 [Subscribers only]
Tobacco giant challenges reports - NZoom/ONE News

hitp://onenews . nzgom.com/onenews_detail/0,1227,144918-1-8.00.htm]
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“The Supreme Court of New South Wales is to decide if disorganisation is a defence for non-
disclosure. Myrian Cauvin is seeking access to a 1,700-file tobacco industry archive currently held by
the Tobacco Institute of Australia (TIA) organisation. This is to aid her representative law suit against
seven Australian tobacco companies. The lawyer for the TIA claims the 106-box archive is only
partially indexed, and finding the documents Cauvin requests would be too costly an exercise,
estimated at $A24,380 plus GST. The documents were formerly held by law firm Clayton Utz, which
had advised the TIA to keep the information in a disorganised way to aid its interests.”

Source: The Australian Financial Review: Tobacco group fights to block file access. November 3, 2002
http://hoovnews.hoovers. com/fp.asp?lavout=displavnews&doc_id=NR20021103670.2_a631000621206¢
b65

Worldwide

An article at the Independent on Sunday discussed the current trend of Corporate Social Responsibility
(CSR) “The wealth of advertisements, literature, conferences, talks and seminars on CSR could give
the impression that our large companies are shining beacons of ethical virtue, eagerly forsaking the
chance to make a buck to fight poverty and environmental destruction... KPMG, the consultancy firm,
says that 49 per cent of the largest 100 companies in the UK now produce some kind of CSR report,
against 32 per cent in 1999, while 89 per cent include some kind of social and environmental
information in their financial report. ... Campaigners also dispute the information provided by some
companies. Take BAT... which is vilified by anti-smoking groups and shunned by many ethical
investors. So it produced a hefty report detailing its views on controversial topics, such as its
opposition to under-age smoking and its reassurance that tobacco advertising is only about the
promotion of brands. That didn't wash with its arch-enemy, Action on Smoking and Health (ASH). "On
all the issues that really matter, the social report is either cosmetic, evasive or deceitful," says ASH
director Clive Bates. "What is shocking is the guliibility of some parts of the ethical investment and
corporate social responsibility community. They have blindly lapped up the glossy report and soothing
PR without bothering to test if they are in any way related to BAT's real-world operations." BAT
responds by pointing out that this was its first report, and intended to show its serious commitment to
CSR. But hard facts are hard to find on the social and environmental impact of any company's
operations. Some blame this on the lack of standardisation of CSR reporting, There is no requirement
for what the company has to reveal and how it should do it.”

Source: From fags to oil, you have to believe them: being good is the new growth industry -
independent on Sunday, November 3, 2002 http://www.independent.co.uk/story.jsp2story=348260
BAT social report revisited: ASH Comes to BAT
http://www.ash.org.uk/hunl/conduct/html/socialreport. hitm]

British American Tobacco — The other report to society
http://www.ash.org.uk/himl/conduct/htiml/reporttosocietysum.himl

There continued to be media coverage bout the EU lawsuit against R.J. Reynolds for money
laundering, fraud and breaking UN sanctions of trade with Iraq.

Sources: Bruxelles attaque le cigarettier Reynolds pour blanchiment d'argent - Le Monde
hitp://www.lemonde.fr/recherche_articleweb/1,9687.296554 .00, htm |

La plainte européenne contre un cigarettier présente la Suisse comme un centre de contrebande - Le

The 149 pages complaint of the EC versus RJR is now available on the websites of TFK and ASH (
UK)

http://www.tobaccofreekids.org/pressoffice/rjrlawsuit.pdf

http://www ash.org.uk/html/smuggling/rico/eurirfiling. pdf

Belgium in US tobacco smuggling claim - Expatica.com, November 13, 2002
http:.//www.expatica.com/beloium.asp?pad=88.89. &item [d=26874

R.J. Reynolds Accused Of Money Laundering - Washington Post, November 14, 2002;
http://www. washingtonpost.com/wp-dyn/articles/A30913-2002Nov | 3.html

Cigarettes Portrayed as Currency of Crime - Los Angeles Times

hitp://'www latimes.com/business/la-fi-

cigarettesSnov05001447.0. 1672908 storyv?coll=1a%2 Dheadlines%2 Dbusiness

“Philip Meorris, once dubbed “America’s most reviled company” has set out to improve its image.
David Greenberg, a senior vice president, is writing the company’s code of conduct for thousands of
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employees to try to make it easier for whistle-blowers to report fraud. On the question of whether a
cigarette company can ever be ethical, Mr. Greenberg commented: “Making cigarettes has always been
and will continue to be debated as an ethical issue.” But the court battles the company has fought in
recent years “certainly gives us perspective about what happens if and when you lose the public trust.”
The Wall St. Journal notes that there are practical benefits for employers to introduce ethical
guidelines. For instance, companies convicted of crimes are eligible for reduced sentences if they have
previously set up programmes to prevent and detect fraud.”

Source: ASH-UK; Wall St. Joumal (Europe), November 5, 2002

“Nigel Northridge, the chief executive of Gallaher, is wearyingly accustomed to being asked whether
his company is about to be taken over by British American Tobacco. ... BAT manufactures cigarettes in
the UK but sells almost all of its products abroad, making Gallaher a natural target. ... In September,
Gallaher struck a deal with the China National Tobacco Corporation (CNTC), gaining a foothold in the
world’s largest tobacco market. ... Gallaher will distribute CNTC cigarettes in Russia in return for
similar access to China. Northridge says: “You must offer the Chinese something in return if you're
expecting to ‘attack’ their market. They can see in us an opportunity to do what we wish to do in
China.”... Acquisitions are all part of transforming Gallaher into an “Eurasian” company. Northridge
says: “The demerger from American Brands gave us the opportunity to become masters of our own
destiny. It had become clear to us in the [990s that we had to expand internationally. To be too
dependent on the UK and Irish markets was a vulnerability.” North America, Australia and New
Zealand were ruled out because of the litigious environment, and Africa and South America were seen
as too difficult. This left Europe, the Commonwealth of Independent States (CIS) and Asia - hence
“Eurasian”. ... Northridge says: “The Eurasian vision is becoming a reality. The cement is coming
through. From a very strong UK/Irish base which continues to be very cash-generative, we’ve entered
two new cash-generative markets, Austria and Sweden, we’re growing in continental Europe and the
CIS and we have this opportunity with China.”

Source: Northridge lights up markets in the East - The Independent, November 11, 2002

http://www timesonline.co.uk/printFriendly/0,. 1-37-476390,00.htm|

“Kenneth Clarke, former chancellor of the exchequer, was facing acute embarrassment last night after
saying he was "uncomfortable” with investment in military-run Burma - overlooking the fact he is
deputy chairman of British American Tobacco (BAT), which has significant involvement there.” The
problem with Burma arises when companies start collaborating with an extremely unpleasant regime
which is totally contrary to our notions of civil liberties and democracy,” he breezily told one of his
local Nottingham constituents in a letter. The gaffe was seized on by human rights activists who
pointed out that BAT pays workers 23p a day at a factory which it owns jointly with the "unpleasant"
government. The Burma Campaign, which has already managed to force one British firm, Premier Qil,
out of the Asian country this year, said Mr Clarke must now ensure the exit of BAT. ... BAT has a
Burmese subsidiary called Rothmans of Pall Mall Myanmar, which is a 60/40 joint venture with the
Union of Myanmar Econemic Holdings, a company owned by the military government. ... The Burma
Campaign claims the BAT factory near Rangoon earns the regime $400,000 a year - enough for 20,000
AK47 assault rifles - and is located in an industrial zone which was upgraded by child labour, ... BAT's
activities sit awkwardly with recent statements from Mr Broughton about the company's aims. "Qur
goals are to continue creating long-term sustainable shareholder value, and to lead the tobacco industry
in demonstrating corporate social responsibility and wider accountability," he has said. ... Mr Clarke
said despite his comments to a constituent there was no question of BAT, whose brands include
Dunhill, Rothmans and Lucky Strike, quitting Burma. "We employ more than 400 people in Burma and
I see no benefit to them in us simply pulling out. The best way forward is to continue to contribute to
local welfare through pursuing employment, environmental and social development goals,” he argued,
BAT, which acquired Rothmans International in 1999, boasts it is spending $50,000 digging new wells
to provide clean water to villages and insists its employees are among the highest paid in Burma,
Source: Clarke embarrassed as attack on Burma goes up in smoke - The Guardian; November 12, 2002
hitp://politics.guardian.co.uk/conservatives/story/0,906 1 ,838280.00.hunl|
Britain's Clarke cornered on BAT's Myanmar business - Reuters, November 12, 2002

http://www reuters.co.uk/newsArticle jhtml:jsessionid=EEAKS4LHR2G2SCRBAEZSFEY 2type=searc
hNews&storyiD=1717532

Clarke facing embarrassment over Burma link - Financial Times, November 12, 2002

hitp://news. ft.com/servlet/ContentServer?pagename=FT.com/Story FT/FullStory& c=StorvF T &cid=103
5873208550&p=1012571727159

Clarke in fresh row over Burma links - The Independent
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hitp://mews.independent.co.uk/uk/politics/story.jsp?story=351346

Tobacco Company Urged to Exit Burma - OneWorld South Asia, November 13, 2002
http://story.news.yahoo.comn/newstmpl=storv&u=/oneworld/2002 1 1 13/wl_oneworld/1032 10371856
94

“Shares in the world's biggest cigarette maker, Philip Morris, have slumped 14% after the company
reduced its forecasts for next year. The company ... blamed cheap imports and counterfeit cigarettes
which it said were hitting its US business. 1t said it could now no longer confirm its growth targets of
between 8-10% for 2003. ... Philip Morris said it was spending more on prometions and would increase
the number of stores offering its cut-price cigarettes. The company is also appealing against a court
order to pay out $28bn (£17bn) in damages to a cancer-stricken smoker. “Higher state and local taxes
have hurt the premium cigarette market, as have an influx of discount and counterfeit cigarettes,
Michael Szymanczyk, chairman and chief executive officer of domestic tobacco unit Philip Morris
U.S.A., said during the presentation to investors. ... Szymanczyk also said the company plans to
introduce a conventional cigarette and a reduced-risk product. The conventional cigarette would be a
line extension of one of the company's four core brands -- Marlboro, Parliament, Virginia Slims, or
Basic.” Other accounts alos point to non—premium cigarretss as having added influenced in the
decline in sales in the US for PM. The PM announcement made tobacco shares in many other markets
go down as weli.

Sources: Cigareite firm out of puff - BBC News, 12 November, 2002
http://news.bbe.co.uk/ | hi‘business/2455763.stm

Philip Morris Wamns on 2003 Eamings Forecast - New York Times/Reuters, November 12, 2002
http//www . nvtimes.con/reuters/business/business-tobacco-philipmorris-outlook.htmi

Philip Morris Shares Plunge - New York Times/AP, November 12, 2002

http://www. nvtimes.com/aponline/business/AP-Philip-Morris-Cutlook.html

Bloomberg News, November 11, 2002

http://www.bloomberg.com/fgcgi.cpi? T=marketsquote99_news ht&s=APcLbyxYLUHIvZmI0
Bargain-Basement Brands Squeeze Big Tebacco Firms - Wall Street Journal, November 14, 2002
http:/fonline.wsj.com/article _email/(),.SB1037229277391236668,00.html|

Europe's tobacco stocks hit by Philip Morris warning - Reuters
http://money.iwon.com/jsp/nw/nwdt_i1.jsp’section=news&news_id=reu-

113398688 & tfeed=recuddate=20021113&cat=INDUSTRY

Philip Morris choked on wamning - CBS.MarketWaich.com

hitp://cbs. marketwatch.com/news/story.asp?guid={DOBD9IBSD-84 EC-4079-AD46-3 1 T050CABCF8}
Philip Morris Coughs, Sector Is Stricken - TheStreet.com
hitp://www.Lhestreet.com/_tsclsii/markets/rebeccabvrne/10053849.html

“Remarks by Dinyar S. Devitre, Senior Vice President and Chief Financial Officer, Philip Morris
Companies Inc.: "Looking at the world cigarette market -- excluding China and the U.S. -- PMI
operates in an industry of 3.1 trillion cigarettes, The Chinese tobacco industry, as you knew, is highly
protected and is not likely to be liberalized soon... In Russia, Germany, Italy and France, PMI is
number one -- while in Japan, Turkey, Brazil, Spain and the Philippines, PMI is number two and
growing, with well-established operations and strong brands... In addition, PMI continued to rigorously
manage Marlboro’s price gap versus trade brands, reducing the gap from over 46% at its peak in 2000
to approximately 30% by the end of 2001, which has been maintained throughout 2002... Marlboro is
the aspirational brand in Russia. It has excellent potential for growth as the economic situation
improves and consumers trade up to premium brands... To conclude on our international tobacco
business, PMI has seven of the top 20 international brands, including powerhouse Marlboro and rapidly
growing L&M. Importantly, PMI’s growth prospects are very solid. With approximately 22% share of
the international cigarette market -- excluding China — PMI has significant potential for continued
volume, share and income growth in the years ahead... Out of an abundance of caution, given the
weakness in domestic tobacco industry volumes in Octaober, the company is not in a position to confirm
its previous projection of 8% to 10% growth in underlying diluted earnings per share for the full year
2003."

Remarks by Michael E. Szymanczyk, Chairman and Chief Executive Officer, Philip Morris U.S.A.:
"Higher prices have also contributed to the emergence of counterfeit cigarettes, particularly Marlboro.
Although hard to quantify, we believe the amount of counterfeit product entering the U.S. is growing,
as evidenced by U.S. Customs seizures. In 2001, Customs reported 24 seizures of cigarettes. So far in
2002, Customs seizures of counterfeit cigarettes have exceeded 250... Our second, longer-term strategy
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is to add consumer value through new product initiatives. Our past activity on Marlboro and Parliament
are good examples. Although we can’t disclose details for competitive reasons, we are working toward
launching a conventicnal cigarette line extension on one of our four focus brands and a first-generation
reduced exposure product, both in 2003. Our third strategy is to further leverage the scale of our adult
smoker database. We have recently invested in extensive technology upgrades that allow segmentation
previously unavailable to us. As a result, we can send more direct mail offers to adult smokers of
competitors’ brands, including those who primarily smoke discount products.”

Sources: Morgan Stanley Global Consumer Conference - Philip Morris; November 12, 2002
http:/f/www.philipmorris.com/docs/pressroom/Morgan_Stanley Remarks 1112, pdf’

Philip Morris Companies Inc. Executives Address Morgan Stanley Global Consumer Conference -
http:/www philipmorris.com/pressroom/press_releases/morgan_stanley_address asp

Morgan Stanley Global Consumer Confererice - Philip Morris

hitp:/f'www philipmorris.com/docs/pressroom/Morgan_Stanley Remarks 11 12.pdf

A recent article, in the German Newspaper "Die Zeit" described cigarette smoking in the Balkans in
detail (Albany, Kosovo, Serbia, Macedonia, Bosnia), provide names of those involved in the
contraband scheme, and states that companies such as BAT, Philip Morris

Source: Emanuelle Beguinot ; Der Geschmack von Freheit und Anarchie, Die Zeit, November 10, 2002
hitp:/Avww . zeit.de/2002/46/Politik/print 200246 balkan.htiml

Notes: More details on most of the news reported here found at:
http:/fwww tobacco.org/

For tobacco companies press releases and statements, including the voluntary marketing code, search
the companies’ websites and related-sites. For example:

R.1. Reynolds: htp://www.rjrt.com/Tl/Pages/TIcover.asp

Philip Morris: hitp://www.philipmorrisusa.com/

Japan Tobacco International: http://wwiw.jti.com

British-American Tobacco: http:/www.bat.comy/

Imperial Tobacco: www.imperialtobacco.com

htp://www.lobaccojournal.com/

http://www.tobaccoreporter.com/

For additional information on tobacco industry’s strategy regarding marketing, opposition to
advertisement bans and development of voluntary advertisement codes; utilization of voluntary codes
to oppose smoking restrictions; youth campaigns; utilization of hospitality industry and ventilation as a
[false] “solution™ to smoking bans, search the tobacco industry documents sites, mainly Philip Morris
site, and other sites containing industry documents;

www.pmdocs.com (with links to other companies sites)

http://www.hlth.gov.be.ca/guildford/index html

htep://www.ncth.ca/Guildford.nsf

hetp://www library.ucsf.edw/

hetp:/leeacy.library.ucst.edu/

http://www.lobaccodocuments.org/

Additional material discussing industry’s strategies related to the above can be found at:
http://www.ash.oru.uk/

http://www.no-smoke.org

http://www.nsra-adnf.ca/

http:/fwww.cde povitobacco/sitemap.htm

http://tobacco.who.int/

http://tobaccofreekids.org/
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Africa
Ghana

“Int a bid to support the government's effort at promoting quality education in all the tertiary institutions
in the country, the British American Tobacco-Ghana, has presented two different kinds of cheques
amounting to ¢250 million to two state-run universities. The two beneficiary state-run schools, the
University of Ghana, Legon, received a cheque for ¢100million for the Jubilee Hall Fund, while the
Kwame Nkrumah University of Science and Technology, Kumasi (KNUST) received ¢150million for
the establishment of Research Chair in Agro-Forest at the Institute of Renewable Natural Resources.
Speaking at the presentation ceremony, the managing director of BAT, Mr. Jimmy Idun-Ogde, a
product of KNUST, said, "Accelerated natural development depends largely on the quality of
Ghanaian's manpower resources and that it is for this reason that the support for national education
development continues to feature prominently among corporate social responsibilities initiatives."
Recounting ¢n numercus projects and supports mounted by BAT in the country, the MD said BAT
would continue to be sponsoring 44 tertiary students in any each year. Receiving the money on behalf
of the University of Ghana, Legon, ... the vice-chancellor... commended BAT, whose vision is leading
in everything they do, not to relent on the efforts but to continue with their support. Prof. Henry Nii-
Adziri Wellington, the acting pre- vice chancellor of KNUST, said the donation would help sustain
ecological heritage and also to reduce poverty and to create wealth especially in the rural areas through
the research Agro-Forest set up in the University. He also assured the donors that the money would be
used to reduce environmental degradation.”

Source: Bat Assists 2 Varsities. Ghanaian Chronicle (Accra), December 3, 2002
http://allafrica.com/stories/200212040313 .htnl

Kenya

“Mastermind Tobacco Kenya Limited is in the process of setting up an ultra-modern cigarette
manufacturing factory at its Nairobi’s Mombasa Road premises. The machines, which are to be
operational by March next year, are expected to increase the company’s cigarette production by 50 per
cent. According to the company’s Managing Director, Wilfred Murungi, the filter-making machines are
of the latest model. ... Murungi said the management of Mastermind Tobacco recognises the need for
trained manpower and will continue to invest heavily in training,

Source: Cigarette firm expands operations, December 9, 2002
http:/www.eastandard.net/business/bsnews09 12200202 htm

Malawi

“Malawian Agriculture Minister Aleke Banda has promised that there will be no repetition of the
obstacles imposed during the last two years on the processing of Mozambican tobacco in Malawi..."l
was in Maputo and we signed an agreement to regulate cross-border trade, not only in tobacco, but also
in other goods... Banda added it was necessary to bear in mind that both Malawi and Mozambique are
tobacco producing countries who do business with international tobacco companies that act according
to their own rules. The intention of both countries, he stressed, was to eliminate problems, and this
would involve the establishment of national organisations of tobacco producers...”

Source: Tobacco Dispute With Malawi Definitively Solved. Agencia de Informacao de Mocambique
(Maputo); December 7, 2002 htip://allafrica.com/stories/2002 12080103 .html

The International Labour Organisation (ILO) has launched a three year programme aimed at
discouraging Malawi tobacco farmers from using child labour... Following an international outery last
year over the used of child labour prompted the local tobacco industry into action after threats of trade
sanctions promised to cripple commercial agriculture in the country... The tobacco Association of
Malawi spearheaded the creation of the Elimination of Child Labour Association following threats by
international tobacco buyers to lobby for a blanket ban unless authorities took steps.”

Source: ILO to Eliminate Child Labour in Malawi's Tobacco Estates - The Malawi Standard. December
24, 2002 http://allafrica,com/stories/2002 12235000 1 .html
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“Owners of Malawi's Soccer Mecca, the BAT ground, the Blantyre and Districts Football League
(BDFL), have disclosed that action returns to that pitch next month after lying idle for months because
the ground was in a sub-standard state. The pitch was closed in July to pave way for rehabilitation
work, which is being carried out by the Malawi Housing Corporation (MHC). BAT is financing the
project to the tune of K400,000. The BAT Ground is the BDFL's major income generating facility.”
Source: BAT Ground opens January. Malawi Insider, December 29, 2002
http://www.malawihere.com/viewnews.asp?id=1336&recnum=3&catid=

Mauritius

The Mauritian paper L’Express had a lengthy article on the cigarette market. BAT has 95% of the share
of market in that country. A company spokesperson stated that they were able to maintain market share
thanks to marketing strategies and the company’s efficacy in maintaining profits, despite growing
competition from smaller companies, such as East Indies Cos., whose representative admitted that they
are targeting the 15 to 25 year olds.

Source: http://www.lexpress- net.com/supplements/expresso/expresso_01.htmi#2

Nigeria

“When ... BAT decided to invest in the purchase of the defunct Nigerian Tobacco Company (NTC), the
company knew it was a risk against the wishes of its financial advisors/consultants. Today, that gamble
is a manifest multi-million dollar investment made by BAT in the ultra-modern manufacturing facilities
in three cities in Nigeria - Ibadan, Zaria and Port-Harcourt. The company which merged with the NTC
two years ago, is set to roll out the drums in a campaign aimed at, not only promoting the company's
products, also to showcase the positive aspects of Nigerian life, heritage and landmark achievements.
To this end, the campaign is aptly tagged, 'Proudly Nigerian.' At an elaborate media event in Lagos last
week, BAT hosted the press launch of the Proudly Nigerian campaign with fanfare. Welcoming guests
to the launch, the Managing Director of BAT, Mr. Nick Haces explained that campaign marks the
beginning of another exciting phase in the partnership the company is having with the Nigerian
business climate and the people of Nigeria in general. "Why are we so excited about it? It is because as
a company we feel especially privileged and honored to be promoting a cause that is so dear to the
heart of all Nigerians who long to see the nation's industrial sector expand, to the benefit of
everybody," he said. He explained that the 'Proudly Nigerian' campaign "does more than capture the
vision of Nigeria becoming a proud producer of world class products and services. It also highlights the
fact that the Nigerian spirit exhibits a clear capacity for excellence.”"... [Haces] opined that the
successes in the areas enumerated above goes a long way to show that "the sophisticated Nigerian
consumer very readily and warmly embraces made in Nigeria products when such products meet their
exacting quality requirements.” To this end, he informed that BAT identify strongly with the Federal
Government of Nigeria's on-going campaign aimed at sensitising the Nigerian populace to patronize
‘made-in-Nigeria' products. He therefore expressed hope that the company's cigarette brands will
shortly fall into the category of such products... "We have also created a BAT Foundation to handle our
community development project with initial capital of about USD$150,000. The Foundation will also
look in the areas of scholarships to indigent students, HIV/AIDS awareness campaign, among others.
We are also going into partnership with the Ministry of Environment in the areas of aforestation and
preservation of Nigeria's rich ecosystem."... On health risks tobacco products poses to peoples and
relation to campaigns restrictions placed on tobacco products in Europe and the West, Nick explained
that as a socially responsible company, "BAT will continue to abide by all the restrictions. In fact, we
have imposed restrictions on ourselves beyond what the stipulated regulations in Nigeria. We accept
the fact that there are health risks associated with smoking, that is why we always target adult smokers.
Our products in Nigeria are highly regulated to conform with Federal Government's regulations. The
health waming we are al! using is the one approved by Tobacco Decree No. 10 of 1999."..”

Source: BAT Launches Proudly Nigerian Campaign - This Day (Lagos), December 18, 2002
http://aliafrica.com/stories/200212180601.htm!

BAT Gets Govt Approval for Foundation. Daily Trust (Abuja), December 19, 2002
http://allafrica.com/stories/2002 12 190675 html|

South Africa

“Remgro Ltd. will receive 272 million pounds ($428 million) from its investment in R&R Holdings
SA, the company said in statement to the stock exchange in Johannesburg.”
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Source: Remgro to Post Gain of $428 MIn as Unit Sells Shares in BAT, December 11, 2002
http://quote.bloomberg.com/fecet.cei?T=marketsquote99 relnews.ht&s=APfcY hMO9UmMVIZ3Ilv

“An anti-smoking group has laid a complaint with Stellenbosch police over tobacco sponsorship of a
smoking facility at last week's conference of the African National Congress. The facility, a glass-sided
"tent" with a comfortable couch, recorded jazz music and videos, was set up alongside the controversial
Network Lounge. [t carried posters declaring it was a smoking lounge “courtesy of Dunhill tobacco of
London"... The Tobacco Products Control Act outlaws tobacco sponsorship of any "organised activity”
other than intra-tobacco-company events... Dunhill manufacturers British American Tobacco had a
stali in the Network Lounge, near one set up by the department of health.

Source: Activist 'smoking' over ANC tobacco ad. December 23, 2002
http://iafrica.com/news/sa/197678.him

Tanzania

Several letters to the editor of the East African, from different parts of the world, protested the award
given to the Tanzania Cigarette Company: “The Nation Media Group and PricewaterhouseCoopers
recently listed the top 10 "Most Respected Companies and Most Respected CEOs" in East Afriea.
Unbelievably, they reported that the Tanzania Cigarette Company (TCC) ranked 6th and its CEO
ranked 3rd in, respectively, the "Most Respected Company"” and "Most Respected CEO" categories. In
this world, the very people who push products on children that will kill them are awarded a prize. s
there a special award for serial killers and snipers? Murder for profit is not acceptable. Tobacco is a
killer...”

Source: TCC 'Does Not Deserve Respect' - East African, December 23, 2002
hitp:/fwww.nationaudio.com/News/EastAfrican/current/Qpinion/Letters [ 234 htinl

Americas
Brazil

Brazil announced that cigarette prices will go up from 8% to 17%, due to an increase in taxation (a tax
over industrialized products —IPI) in January 1% 2003. Even with the increase, the most expensive
cigarettes and the ones with the largest increase still cost les than US$1. The cheapest brands will
continue to cost about 1/3 of US$1.

Source: O Globo, December 4, 2002.
http://globonews.globo.com/GioboNews/article/(,6993,A447950-2389.00.htini

Organizers of the Brazilian Fl race are trying to find a loophole in the country’s advertisement ban in
order to maintain tobacco company spensorship in 2003, The legislation, approved in December 2000,
already made a concession of two additional years for F1 organizers to find alternative options. Now
they claim the legislation is unclear about F1 races [Note: it is not.] and even unconstitutional.
Organizers enlisted the help of the country’s top lawyers to argue their case, arguing, among other
things, that cars and drivers dressed with cigarette brand logos are not the same as posters and
billboards.

Source: GP Brasil de F-1 ja trabalha contra lei do cigarro. Folha de S.Paulo, December 1, 2002

http://www | .uol.com.br/folha/esporte/ult92us 1994, shiml

Souza Cruz, with 4 other companies, sponsored a recital and a tour to celebrate the 40 year career
anniversary of an internationally-known Brazilian pianist in Rio de Janeiro. Revenues from the recital
will be donated to newly elected Brazilian President’s campaign to eliminate hunger in the country.
Source: Souza Cruz apéia projeto fome zero, December 10, 2002

http://www souzacruz.com.br/frame_left.asp?n=imprensa&sn=_ artigo36

Canada

“Three big Canadian cigarette companies lost a key challenge against the government's ban on
marketing and advertising tobacco products and on sponsoring sporting events, cementing existing
curbs and paving the way for a sponsorship ban to take effect next year. The Quebec Superior Court
ruled that the tobacco companies' rights to advertise their products could "not be given the same
legitimacy as the federal government's duty to protect public health” and rejected the companies'
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argument that far-reaching government restrictions on advertising were unconstitutional... Imperial
Tobacco Canada Ltd., one of the companies affected by the decision, said it might appeal the judgment
next year before the Quebec Court of Appeal. "Our challenge to the Tobacco Act was dismissed in just
about every respect. We are naturally disappointed," Don McCarty, vice-president of legal affairs at
Imperial [said]. The three firms, Imperial, a unit of BAT, Rothmans Benson & Hedges Inc., owned by
Rothmans Inc and Philip Morris International Inc., and JTI-Macdonald Corp., owned by Japan Tobacco
Inc.. were challenging parts of the federal Tobacco Act, adopted by Parliament in 1998... McCarty said
the tobacco companies want to sit down with the federal government to discuss conirols on tobacco
advertising and sponscrships. "We are particularly not interested in continuing in court for the next 15
years as we have been for the last 15," he said.

[Note: The judgment provides an interesting reading and many wonderful quotes to counter industry
claims about the right to advertise and the lack of impact of advertising in sales and youth uptake. See
link below for the full text in English and French.]

JL.T.I. MACDONALD CORPORATION et al. v. THE ATTORNEY GENERAL OF CANADA -
Quebec Superior Court http://www jugements.qe.ca/tabac-en.doc

J.T.1, MACDONALD CORPORATION et al. ¢c. LA PROCUREURE GENERALE DU CANADA -
Cour supérieure du Québec http://www.jugeiments.qe.caftabac-fr.doc

Sources: Canadian tobacce firms lose key ruling on ads. December 13, 2002
http;//biz.yahoo.com/re/0212 | 3/tobacco_canada_3.htm]

Tabacco-ad controls OK - The Gazette

http://www.canada.com/search/story.aspx2id=cb 754 194-73 (9-4466-83 fd-0a6e 1 €29750F

Quebec court upholds tobacco marketing law - Globe & Mail
hitp://www.globeandinail.com/servlet/ArticleNews/PEstorv/ TGAM/2002 [ 214/ UTOBAM/Headlines/h
eaddex/headdexNational temp/11/11/29/

Judge Upholds Canadian Tobacco Act - Newsday/AP
hitp/fwww.newsday.com/business/investing/wire/sns-ap-canada-tobacco-

Canadian tobacco firms lose key ruling on ads - Reuters

hitp://biz.yahoo.com/rc/0212 | 3/tobacee_canada 3.hunl

Imperial Tobacco Canada - Tobacco Companies Disappointed by Court Ruling on Bilt C-71 - CNW
http://www.newswire,ca/releases/December2002/13/c3273.html

Les compagnies de tabac déboutées - La Presse/Reuters/PC

http://'www cyberpresse ca/resean/actualites/02 12/act_102120167565.html

United States

There were some additional reports on Philip Morris newspapers inserts discussed last month.
«,..Company spokesperson Ellen Metlo, noting that the company had no legal obligation to print the
brochure, says that PM simply "wanted to raise awareness” for its Web site. But outsiders see a
different agenda. Under legal and regulatory attack from all sides, PM is trying to show voters, jurors,
and politicians that it has turned over a new leaf. It's trying "to make it harder to penalize the indusiry,”
says Morgan Stanley tobacco analyst David J. Adelman.

Source: What's the Marlboro Man's Game? - Business Week, December 2, 2002

http://www businessweek.com/@@icrZx WY QdIA Rrwe A/premium/content/02_48/b3810062 htm

“A federal appeals court struck down a Massachusetts law that would have been the first in the nation
1o require tobacco companies to disclose the ingredients in every brand and product they manufacture,
setting the stage for a possible appeal to the US Supreme Court. The entire US Court of Appeals for the
First Circuit ruled that the law violated the constitutional prohibition against unlawful seizure of
property by forcing tobacco companies to reveal trade secrets. A group of tobacco companies led by
Philip Morris Inc. challenged the Massachusetts Disclosure Act immediately after it was passed in
1996. ... "Obviously we're pleased with the decision, because it protects the company's proprietary
interest,” said Mike Pfeil, vice president for communications at Philip Morris. ... Pfeil insisted that PM
supports federal regulation of tobacco ingredients, although not a state-by-state "patchwork of
regulatory schemes." The company aiready lists cigarette ingredients on its Web site, but without a
breakdown by brand. Both Texas and Minnesota have laws that require tobacco companies to share
some information about tobacco additives with health officials; tobacco companies did not challenge
those laws, because they don't allow public disclosure. "We continue to support ingredients disclosure
in a way that protects intellectual property,” Pfeil said.”

Sources: Appeals court bars tobacco disclosure - Boston Globe, December 4, 2002

http://www boston,com/dailyglobe2/338/nation/Appeals_court_bars tobacco_disclosure+.shiml
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Bloomberg News, December 4, 2002
http:/fwww . bloombere com/fecgi.cgi?T=marketsquote99_relnews ht&s=APedophYqUGhpbGlw

“RJ Reynolds Tobacco Holdings Inc said it is planning to sell two of its non-tobacco businesses -
packaging and botanical-extractions - and cut about 635 full-time jobs as it continues to strive to lower
costs and boost profitability... "We are taking these steps to streamline our cost structure and to
improve RJR's long-term earnings,” said Andrew Schindler, chairman and chief executive officer.
"Increased competitive promotional spending, along with the continued growth of deep-discount
brands and the effect of higher state excise taxes, have created a significantly more challenging
business environment," The company said fourth quarter operating earnings will also be reduced by
about $40 million pre-tax, or $25 million after tax, by a rise in amortisation costs caused by
replacement of certain merchandising fixtures in response to changes in industry retail displays. ... RJ
Reynolds said it is now expecting operating income of 1.0-31.01 billion in 2002, down from a prior
forecast of 1.0-1.05 billion. Operating earnings per share are forecast at 6.05-$6.10, compared with an
earlier forecast of 6.05-$6.40...” R.J. Reynolds and larger rival Philip Maorris Cos. are spending more
on advertising, coupons and other promotions to keep smokers from defecting to cheaper generic
brands,

Source: RJ Reynolds to sell two non-tobacco units; cut about 633 full time jobs - Ananova/AFX News.
http:/fwww.ananova.com/business/story/sm_721796.html?menu=business.latestheadtines

Bloomberg News, December 4, 2002

http:/iwww . bloomberg, com/fecei.cgi?T=marketsquote99_relnews. it&s=APe6EMBPrUISKLIBS

“R.J. Reynolds Tobacco Co. will roll out a new look for its Salem-brand cigarette next month in an
effort to reverse the brand's declining market. The redesign is the company's latest effort to rejuvenate
Salem, which is struggling in a fiercely competitive menthol-cigarette market led by Lorillard Inc.’s
Newport. ... Reynolds Tobacco hopes that the packaging changes will help keep Salem smokers loyal
and entice smokers of competitors' brands to switch. "It's a very exciting time for Salem," David
Howard, a company spokesman, said ... In the new packaging, the nationally-available Salem will
become “Green Label Box," and will only come in a flip-top box. The pack will be green. The new
slide-box style will be called "Black Label Slide Box," and come in a black pack. That style will be
available only in what the company calls its 10 "emphasis markets." The packaging changes were done
in part to clearly identify to smokers in the emphasis markets that there are two types of Salem
cigarettes. "In the markets where we've had both styles available, what we've learned over the last
couple of years is that consumers are not clear that in fact we offer two different tastes," said Ronda T.
Plummer, the vice president of marketing for Salem. The changes to Salem will be cosmetic; the blends
of tobacco will not change... In mid-November, the company began putting inserts and "onserts" -
stickers - on Salem products to alert smokers of the changes.” Salem’s new slogan will be “Stir the
Senses”.

Source: RJR to introduce a new look for Salems - Winston Salem Journal, December 4, 2002
http://www journainow.com/wsj/business/tobacco/ MGBANZOLASD.htmli

Source: RIR unveils new slogan for slouching Salem brand - Winston Salem Journal
hitp://www_journalnow.com/wsi/MGBESUEUS9D him]

“R.J. Reynolds Tobacco Holdings Inc. shares rose 7.6 percent, their biggest weekly gain of the year as
investors ignored the No, 2 U.S. cigarette maker's lower profit forecast and focused on its attractive
dividend...”

Source: Bloomberg News, December 7, 2002

hitp://www bloomberg.com/fecei.cei?T=marketsquote99_relnews hi&s=AP{INYBSSUISKLiIBS

“Major cigarette companies plan to decrease how much domestic tobacco they buy next year, setting
the stage for the smallest quota in the U.S. tobacco program's history. The six largest companies
reported that they plan to buy 283.3 million pounds of American-grown flue-cured leaf, according to
the US Agriculture Department... Analysts blame a variety of factors, including declining U.S. cigarette
demand ...”

Source: AP, December 4, 2002 http:/newsobserver.com/nc24hour/ncnews/story/1992201p-
1936751 c.html

“UST Inc., the top U.S. maker of smokeless tobacco said that while it expects 2003 earnings to rise as
much as 6.1 percent, 2002 eamings are likely to fall, in line with analyst expectations, as it struggles
with a sluggish market... For 2003, UST, which makes Copenhagen, Skoal and other products, said it
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expects operating income and earnings per share growth of 3.4 percent. But that figure couid rise as
much as 6.1 percent if volume trends in moist smokeless tobacco and wine accelerate above
expectations.” The overall smokeless tobacco category is growing, in contrast to cigarettes, which have
been on a decline.

Sources: Reuters, December 5, 2002
http://reuters.com/newsArticle jhiml7tvpe=businessNews&storyID=1858201

UST Inc. December 5, 2002 http://biz.vahoo,com/prnews/02 1205/nvth081_1.html

UST Sees Eamings Up Next Year and Beyond - New York Times/Reuters, December 5, 2002
http:/iwww.nytimes.com/reuters/business/business-tobaccc-ust-outlook.html

“Philip Morris Cos. and Brown & Williamson Tobacco Corp. must face a wrengful death suit from a
smoker who blames cigarettes for his wife’s death and his own illnesses, a California appeals court
said. The California Court of Appeal in l.os Angeles reinstated Donald Souders's cigarette liability
lawsuit, marking one of the first resurrections of a smoker suit since the state high court in August
limited tobacco companies' liability for their conduct from 1988 to 1998. More than 65 suits by
smokers are pending in California courts...”

Source: Philip Morris Must Face California Smoker Suit, Court Rules - Bloomberg News, December 6,
2002

latep://quote.bloombere.com/fecgi.coi?T=marketsquote99 relnews ht&s=APe. 7aRVMUGhpbGlw

“[Georgia] State investigators want to know why two major corporations -- Philip Morris and Publix
Super Markets -- failed to disclose $510,000 in political contributions... Both companies discovered the
mistakes themselves, filed belated reports of the campaign gifts within the last six weeks and notified
the Ethics Commission, officials said. But Teddy Lee, executive secretary of the commission, said in a
memo to the ethics board that the Philip Morris probe was justified because of a "massive and long-
running failure" to disclose contributions as state law requires... Philip Morris spokesman Dave Tovar
said the company and its subsidiaries routinely contribute to lawmakers and candidates in every state
"who we believe are open to listening and taking our views into account and who want to hear all
views in making public policy.”

Source: Atlanta (GA) Journal-Constitution, December 7, 2002

http://www .accessatlanta.com/aje/metro/ 1 202/07ethics. hitm|

In a letter to the Washington Post, a lawyer for RIR protested claims that his client was involved in
illegal activities. It stated: “As a lawyer representing R.J. Reynolds International and some of its
affiliates, | was surprised by the Nov. 25 editorial "Mr. Bush and Tobacco," which repeated allegations
of money laundering concerning my client and other Reynolds affiliates based on a complaint filed by
lawyers for the European Union and 10 member states. The editorial did not mention that these same
lawyers have had three earlier, similar smuggling actions against tobacco manufacturers -- including
the Reynolds companies -- dismissed. This new action has not even been served on the defendants and
seems designed to catalyze media interest in a series of claims that have been rejected at least seven
times by U.S. courts. We intend to vigorously defend this lawsuit -- if and when it is ever served -- and
are confident it will be dismissed. The Post offered only that "the suit may fai!" and that "RIR's
reputation may recover to its former level." Nevertheless, the damage has been done...”

Source: [n Defense of R.J. Reynolds - Washington Post, December 10, 2002, By C. Stephen Heard Jr,;
Sullivan & Heard LLP, New York

hitp://www ., washingtonpost.com/wp-dyn/articles/A 32912-2002Dec%.htm|

Mr. Bush and Tobacco - Washington Post
hup://www.washingtonpost.com/wp-dyn/articles/A347358-2002Nov24 . hitml

“[Florida’s] $20 billion-a-year restaurant industry must have a say in how lawmakers implement the
new constitutional amendment banning smoking in restaurants, the Florida Restaurant Association's top
attorney told association members who met last week in Orlando. Richard Tumer, the association’s
general counsel and vice president of government relations, said legislators will face competing forces
working to influence the language of the law, including details such as who will enforce the ban and
what the penalties will be... The challenge for restaurant operators, Turner said, will be to influence the
way the ban is implemented, such as determining which agency might enforce the ban. He noted that
the industry already has a working relationship with the Department of Business and Professional
Regulation, for example, and might prefer working with it to another agency.” IN a different report,
Brendan McCormick, a spokesman for Philip Morris USA said “We're not really involved in it at this
point. We're looking to respond to the will of the voters. But if there are issues we can play a role in,
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we will certainly respond.” The tobacco industry, combined with Florida restaurants, contributed more
than $530,000 to the state Republican Party for the November elections and the two industries have
poured campaign cash into the Florida GOP for years.

[Note: As described before in California (see “Tobacco Wars”) and other states, passage of legislation
is but a first step. The real fight often occurs at the implementing legislation level, when political
influences and compromises can play a pivotal role.]

Sources: Industry crafts strategy for dealing with ban on smoking, December 16, 2002
http//www.orlandosentinel.com/business/nationworld/orl-
cfbrest16121602dec16.0.1390159.story?coll=or1%2 Dbusiness%2 Dheadlines

Orlando Sentinel; December 8, 2002

Tobacco War: Inside the California Battle. hitp://ark.cdlib.org/ark:/ 13030/t 1 67nbOva/

“Philip Morris USA has agreed to give $17.6 million to North Carolina State University to map out the
genetic makeup of tobacco... The Tobacco Genome Initiative would be carried out over a 4 1/2-year
period by N.C. State's College of Agriculture and Life Sciences. N.C. State researchers say mapping
out tobacco's genes could lead to engineering the leaf for alternative uses... "We hepe to sequence over
90 percent of tobacco's genes," said Charles Opperman, professor of plant pathology and genetics, who
will lead the project. "This does not mean we'll know what ail the genes do, although in some cases we
will be able to determine gene function." Philip Morris... said unlocking the genetic makeup could be
used by the company to find ways to alter tobacco genetically so that negative health effects can be
diminished for adults who smoke. “This is a demonstrable sign of our commitment to scientific
research, particularly those associated with reducing the harm of using tobacco products,” said Jennifer
Golisch, a Philip Morris spokeswoman in Richmond, Va... "Tobacco is an important model system. It's
used to study other plants that may be more difficult to work with,” Opperman said. Data could help
plant scientists understand how other species develop and resist pests, he said...”

Sources: Philip Morris to Help Map Tobacco Genome - Newsday/AP, December 11, 2002

hitp:/fwww newsday.com/business/in vesting/wire/sns-ap-tobacco-genome [ 21 2dec| 1,0, 1066050.story?
To tobacco's heart - Raleigh News & Observer, December 135, 2002
http://www.newsobserver.com/editorials/story/2024 1 33p-1956134c¢.html

“New York City will enact a sweeping ban on indoor smoking that will include nearly ail bars and
restaurants, under an agreement...between the Bloomberg administration and the City Council. The
law grants an exception to bars with no employees and includes “a provision for bars with in separate,
enclosed rooms in bars and nightclubs that employees do not generally enter and which are used solely
for smoking. The ventilation requirements for those rooms, however, are so extensive that few officials
believe businesses would take advantage of the provision, especially since the exception expires three
years after the law goes into effect. [It also bans smoking at outdoor arenas and stadiums.] ...
Representatives of the bar industry criticized the agreement, including the exemptions.” ... “If it's a
health issue, then it should be prohibited in all locations, otherwise that gives economic advantage to
some businesses and disadvantage to others,” said Chuck Hunt, executive vice president for the New
York chapter of the New York State Restaurant Association. "Our members wanted a level playing
field. The exemptions don't allow for that".” [The law goes into effect on March 30, 2003.] “A
spokesman for Philip Morris USA, the domestic tobacco division of Philip Morris Cos. Inc., said the
company opposed the measure and would have to study how it would affect smoking policies at its
Manhattan offices. The company's offices have designated smoking and non-smoking areas. "We'll
take a look at our own office situation and determine what changes need to be made to bring our
particular building into compliance," spokesman Brendan McCormick said.”

[Note: this is a strong measure but exemplifies that compromises always complicate implementation
and enforcement of clean indoor air measures.]

Sources: Deal Reached to Tighten Smoking Restrictions in New York - New York Times, December
11, 2002 http://www.nytimes.com/2002/12/1 1 /nyregion/l |CND-SMOK .html

Bloomberg Gets Deal to Expand Smoking Curbs - New York Times, December 12, 2002
http://www.nytimes.com/2002/12/1 2/nyregion/1 2SMOK hitm{

New York Broadens Ban on Smoking - Washington Post/AP, December 12, 2002

http://www. washingtonpost.com/wp-dyn/articles/Ad2658-2002Dec | 1.htinl

hip://www. washingtenpost.com/wp-dynfarticles/A43860-2002Dec i 2.html

Bloomberg Officials Defend Compromise on Smoking Bill - New York Times, December 14, 2002
hitp.//www.nytimes.com/2002/12/14/nyregion/]4SMOK.htm|

New York Passes Tough Anti-Smoking Law - New York Times/Reuters

hitp://www reuters.co.uk/newsArticle. jhtmi?type=searchNews& story[D=193 1450
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N.Y.C. Smoking Ban Set for March 30. AP.
hutp:/www.nytimes.com/apon]ine/national/AP-NY-Vice-Laws.html|

“The [New York] state Office of Fire Prevention and Control is expected to release regulations soon
that will require that by next July, only self-extinguishing cigarettes can be sold in New York. Buried
in a progress report to the state Legislature obtained by The Post, the fire prevention office disclosed
that tobacco companies fear they won’t be able to meet that mandate. According to the July | memo,
the companies say they need sufficient time to "conform a multitude of products to the standard and
have those products distributed through the distribution chain to the retail shelves.” The report wamns:
“There could be a period of time after the effective date of the regulation where no cigarettes are sold in
New York." Hoping to reduce the number of cigarette-related fires, the state Legislature passed a law
in 2000 that will make New York the first state to require that every cigarette sold be self-
extinguishing. ... Brendan McCormack, spokesman for tobacco giant Philip Morris, said yesterday that
"anyway you look at it, it's going to be a challenge to comply in that time frame,” This measure comes
when evidence about how the tobacco industry mislead the public and policymakers about its ability to
produce fire safe cigarettes came through light in tobacco industry research published in the British
Medical fournal. Manufacturers stated publicly that the cigarettes would not sell, even though their
own research showed smokers could not tell them apart from regular cigarettes... A 1987 document
from tobacco company Philip Morris shows that a study into different types of fire-safe cigarette
reached a similar conclusion, stating: "The cigarette models appear to be equally acceptable to
smokers."... A document from British American Tobacco dated 1983 cites "product liability reasons”
for not proceeding with fire-safe cigarettes.

Sources: N.Y. cig sales could be stubbed out - New York Post, December 11, 2002
hitp://'www.nypost.com/mews/regionalnews/64398.litm

New York stamps down on cigarettes - The Times, December 12, 2002
http://www.timesonline.co.uk/printFriendly/0,, 1-3-510980.00. htm]

Public misled over fire-safe cigarettes - New Scientist, December 18, 2002

hitp:/www newscientist.com/news/news jsp?id=ns99993 192

The case for fire safe cigarettes made through industry documents - Tobacco Control
http://ic.bmjjournals.com/cgi/content/tull/1 1/4/346

Michael Pfeil, Vice. President, Communications and Public Affairs of Philip Motris U.S.A. wrote a
letter, in response to a November editorial, defending the company’s position on the issue of lights and
ultralights cigarettes. In the letter, Pfeil states that the “...Nov. 16 editorial cn light and ultralight
cigarettes ("Little 'light' lies that leave you breathless") gave an incomplete picture of Philip Morris
U.8.A’s actions. The major tobacco manufacturers have long included average tar and nicotine yields
in cigarette advertisements pursuant to an agreement with the Federal Trade Commission. Those yield
ratings are set using a test method required by the FTC. However, the ratings are not intended to reflect
the amounts of tar and nicotine that each smoker inhales... The FTC always has been aware of the
limitations of its test method. ... Philip Morris has asked the FTC to consider developing a new method
for determining average yields that more accurately estimates tar and nicotine inhaled by the smoker,
and to allow continued use of descriptors. For instance, we believe the FTC should require that
manufacturers provide disclaimers for all low-yield brands that say...[that] low-yield cigarettes have
not been proven to be less hazardous than other cigarettes and are not a substitute for quitting [among
other information stating that there are no benefits to health or cessation on low yield cigarettes]... [PM
is] providing this information to adult smokers by placing inserts in 130 million packs of our non-full-
flavor cigarettes across the country - not just in Missouri and Illinois, as the editorial implied... Finally,
we strongly advocate legislation that would empower the FDA with full regulatery authority over both
the testing method and the use of brand descriptors.

Source: Letters To The Editor: Cigarette Tar Ratings Follow FTC Rules. St. Louis Post — Dispatch.
http://www stltoday.com/stitoday/news/stories.nsfinews/9EE | STOFBS4A DSF886256C85002 LOBEB?Q
penDocument&highlisht=2%2Csmoking&headline=Letters%3 A+Cigarette Htar+ratings+follow+FTC+
rules

“Boston public health commissioners voted unanimously to ban smoking in bars, nightclubs, and
restaurants, making the city the largest on the East Coast to order virtually all workplaces to become
tobacco-free. Starting May 5, 2003, it will be illegal to [smoke] in any of the 2,263 establishments in
Boston that serve food or drink. Owners who violate the rule face fines as high as $1,000... But in a
development that unfolded after news of the vote began circulating, trade associations that have long
fought a statewide smoking prohibition appeared to be altering course, supporting a statewide ban
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rather than regulations that cover only selected communities. The executive director of the
Massachusetts Hospitality Association, a consortium of 100 restaurants, taverns, and clubs in the
Boston area, said that his members in Boston face financial ruin unless a ban applies to all
establishments in the state equally. "Not having it statewide puts Boston establishments at a
tremendous competitive disadvantage," said a weary-sounding Alan Eisner, leader of the trade group.
"Statewide, at least we'd have a level playing field. I'd prefer a statewide ban to the situation we have
now."

Source: City bans smoking in bars, eateries - Boston Globe, December 12, 2002

hitp://www boston.com/dailvelobe2/346/metro/City_bans_smoking_in_bars_eateries+.shtm]

Citywide smoke ban OK'd - Boston Herald, December 12, 2002

http://www?2 hostonherald.com/news/local _regignal/smok 12 122002 htm

“A federal appeals court threw out the tobacco industry's lawsuit challenging the landmark 1993
government finding that secondhand tobacco smoke increases the risk of cancer. The 4th U.S. Circuit
Court of Appeals unanimously ruled the Environmental Protection Agency’s report on secondhand
smoke was not subject to court review because it was advisary and not a final agency action... The
EPA report declared secondhand tobacco smoke a carcinogen and the cause of more than 3,000 lung-
cancer deaths a year. “I'm a little disappointed that the Court of Appeals felt they couldn't rule on this,”
said Arnold Hamm, assistant general manager of the Raleigh, N.C.-based Flue-Cured Tobacco
Cooperative Stabilization Corp. The marketing cooperative for tobacco farmers in five states from
Florida to Virginia was the lead plaintiff. Hamm said the cooperative's board of directors probably will
discuss whether to appeal... He noted that the EPA report has already prompted many local tules
restricting public smoking. “At this stage of the game, if the 4th Circuit had agreed with us it would
have been more of a moral victory," Hamm said... A federal judge in North Carolina ruled in 1998 that
the EPA did not demonstrate a “statistically significant” link between tobacco smoke and lung cancer.
{This] ruling overturned that decision. Other plaintiffs in the case were Philip Morris, R.). Reynolds
Tobacco Co., Gallins Vending Co., the Council for Burley Tobacco and Brown & Williamson
Tobacco.”... “Paul Kamenar, senior executive counsel for the Washington Legal Foundation,[a group
that frequently defend the views of the tobacco industry] which filed a brief on the side of the tobacco
companies, said the opinion finds that the EPA report was not the type of government agency action
that any court can review. Other agencies have imposed restrictions on indoor smoking based in part on
the report, Kamenar said, but "the report itself does not impose any legal obligations on anyone." If it
did, the courts might have standing to review it in a legal action. "I think the decision is errongous,”
said Kamenar, "and [ don't know why it took 3'% years to render a decision.”

Sources; Challenge on Secondhand Smoke Thrown Out - New York Times/AP, December 12, 2002
hitp:/www.nvtimes. com/aponline/national/A P-Secondhand-Sinoke.htm|
Suit on Secondhand Smoke Dismissed - Washington Post, December 12, 2002; Page A16
http://www.washingtonpost.con/wp-dyn/articles/A43034-2002Dec 1 htm]

Second-hand Smoke Ruling Overturned - Richmond Times-Dispatch, December L1, 2002
hitp://www.timesdispatch.com/news/localupdates/MGBLOY XY L9D.html

Flue-cured tobacco cooperative v. EPA - 4th U.S. Circuit Court of Appeals
http://pacer.cad.uscourts.aov/opinion. pdt/982407. P.pdf

Mistaken ruling, unmistakable facts - TCRC/TPLP
http://www.tobacco.neu.edu/Extra/hotdocs/OsteenArticle.htm

“Philip Morris Cos Inc, RJ Reynolds Tobacco Corp, Lorillard Tobacce Co and Brown & Williamson
Tobacco Corp won a class action lawsuit that had been brought here against them on behalf of
California residents under the age of 18 who smoked cigarettes, lawyers for the plaintiffs said. Law
firm Blumenthal & Markham said the plaintiffs would appeal the verdict in the case, Daniels vs Philip
Morris, which challenged the marketing and advertising of the tobacco companies.”

Source: Philip Morris, R Reynolds, others win California tobacco class action suit - Ananova/AFX
News, December 16, 2002
hipa//www.ananova.com/business/story/sm 728987 html?menu=business.latestheadlines

- “A California judge slashed a record $28 billion jury award against cigarette maker Philip Morris Cos.
to a comparatively paltry $28 million, calling the punitive damages "legally excessive.” Philip Morris
said it still planned to appeal the verdict and expects the process to take several vears. A jury ordered
the company in October to pay $28 billion in punitive damages to 64-year-old Betty Bullock, a woman
suffering from terminal lung cancer who blamed the company for failing to warn her of the risks of
smoking. In a written ruling, Judge Warren Ettinger, of California Superior Court for Los Angeles
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County, slashed the damages, but turned down the company's bid for a new trial. He said a new trial on
punitive damages would be ordered if Bullock refuses the reduced judgment... In a statement, Philip
Morris said the new ratio is nearly 33 to I, well in excess of the four-to-one ratio the U.S. Supreme
Court has suggested approaches the constitutional limit of such awards. "A critical element was what
the plaintiff knew about the health risks of smoking ... the evidence was clear that Mrs. Bullock was
aware of the risks and never relied, to her detriment, on anything the company said or did," William
Ohlemeyer, the company's associate general counsel, said in a statement. [He also said that] "Philip
Morris U.S.A. understands that many people have strong feelings and opinions about tobacco. That
emotion -- and any desire for changing the rules governing the tobacco industry -- should be directed to
the legislative process, rather than the courts,"..”” Shares of PM rose after the judge’s decision was
announced. [Bullock has accepted the reduced award, but PM continues to state it will pursue all
appeals available.]

Sources: $28 Bln Tobacco Award Slashed to $28 Min — Reuters. December 18, 2002
http:/Awww.reuters.com/news Article jhtm[2type=topNews& story D=1932037

Judge Slashes Huge Award in Smoking Case - Los Angeles Times, December 19, 2002
http://www.latimes.com/business/la-fi-smoke 1 9dec 1 9.story

Philip Morris gets break in damage award — CNN, December 19, 2002

http://europe.cnn.con/2002/L AW/12/18/tobacco. verdict/

Smoker's award cut from $28bn to $28m - The Guardian
http.//www.guardian.co.uk/international/story/0,3604.863293,00.htm]

Philip Morris U.S.A. Will Pursue Prompt Appeal In Bullock Case - Philip Morris

http://www . philipmorris.com/pressroom/press_releases/bullockappeal.asp

Smoker Accepts Reduced Tobacco Settlement - Newsday/AP, December 24, 2002

httpe//www.newsday com/business/investing/wire/sns-ap-tobacco-suit | 224dec24,0.3286245 story?

“To help strengthen the safety net available to survivors of domestic violence, Philip Morris
Companies Inc. has awarded its largest domestic violence grant-making effort to date: a $5 millien
commitment over two years to more than 100 nonprofit organizations in 24 states and the District of
Columbia... The Doots of Hope Program is a national grant-making initiative of Philip Morris
Companies Inc., in partnership with the National Network to End Domestic Violence Fund...”

[Note: throughout Latin America and other regions PM is doing the same thing. A visit to PM website
shows its efforts in funding domestic violence initiatives in Ecuador and Panama, to mention a few.]
Source: PR Newswire, December 20, 2002

http://www.philipmorris.com/media

Philip Morris Companies Inc. Grants Help Fill Critical Gaps in Community Services that Address
Domestic Violence http://biz.vahoo,com/prnews/021220/dcfins] 1.htm|

“More than a year after saying it plans to rename itself Altria, Philip Morris will launch a campaign in
late January to herald the new name. The tagline: "Where people and performance make a
difference."... The goal of the campaign [being developed by long time PM ad agency Leo Burnett] is
to let consumers know that Altria is the holding company for Kraft, PM USA and PM International,
and that those entities will not change their names. The spots will be unlike PM's previous corporate-
image effort, which showed PM employees bringing water to flood victims and aid to war refugees.
That effort backfired when activists publicized that PM spent more money--$80 million during 2001,
according to CMR--on promoting its good works than on actual assistance. The new initiative will
promote core values like financial strength, operational excellence, good marketing and management,
and social responsibility. On the social-responsibility front, Kraft next year will launch an educational
campaign about childhood obesity. PM USA, Aliria's domestic cigarette operation, will continue
touting philipmorrisusa.com as a clearinghouse for information about smoking health risks, quitting
smoking and links to health authorities.”
Source: Burnett to Tout PM's New Name, December 17, 2002
http:/story.news.vahoo.com/mewstmpl=story&u=/adweek/200212 1 7/ad_bpiaw/burnett to tout pm s
new_nane

“In 1999, the executives of Philip Morris Companies got a painful wake-up call. In just nine years, the
company had slipped from fifth to 496th on Fortune Magazine's most admired American corporations
list, Philip Morris Director of Media Relations Frank Gomez told the Champaign County Chamber of
Commerce... Philip Morris, the parent company of Kraft and a major employer in Champaign, has been
on an all-out campaign to change its image from cigarette-pusher to good corporate citizen...
"Consumers today ecxpect, even demand, that companies demonstrate ethical behavior and show
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concern for the community, the environment and human rights," Gomez said. That boils down to
putting the needs of society on an equal footing with the needs of shareholders, he added... "Society
wanted us to deal proactively with the difficult problems surrounding tobacco,” Gomez said. "But we
spent so much time in court arguing our tobacco companies' positions on smokers' rights, the legality of
cigarettes and freedom of speech that we lost where it really matters in the court of public opinion."...
Philip Morris U.S.A. has ¢stablished a youth smoking prevention department funded with $100 million
a year. And, Gomez adds, "if these efforts cause a decline in sales of Philip Morrtis cigarettes, we're
prepared to accept that."...”

Source: Champaign, [ll,, Chamber of Commerce Hears about Philip Merris's Image Revamp. The
News-Gazette, December 17, 2002

http://brownw.newsreal.com/pages/brownw/Story nsp?story_id=35270889& | D=brownw&scategory=T

obacco&

“Tobacco companies say they’re just out pitching their products, handing out free packs of cigarettes to
smokers in ¢lubs and pubs around New York, trying to get them to switch brands... At Lark Tavern,
Camel representatives often appear on weekends or during live music sets, looking for smokers. They
ask those with cigarettes if they would like two free packs, take their IDs to scan and return with the
Camels most similar to their regular brand. Called the Camel Club, first launched in 1994, the program
has been in Albany since the spring of 2001, "We are trying to get these adult smokers to switch to our
brands," said David Howard, spokesman for R.J. Reynolds... Howard said the company does not sell
the information scanned off the IDs or give it to any third parties but adds the names and addresses to
product mailing lists. Since the Master Settlement Agreement in 1998, which banned tobacco
companies from targeting youth in advertising, other programs, like these giveaways, have sprung up
around the country.

Source: Bar patrons receive free cigarettes from tobacco companies - Newsday/AP, December 25, 2002

“Philip Morris Cos.'s request to overturn a $79.5 million jury award to relatives of a long-time
Marlboro smoker who died of cancer was rejected by Oregon's highest court... Philip Morris said it will
appeal to the U.S. Supreme Court. Philip Morris is currently appealing six multimillion-dollar verdicts
in California and Oregon... “We are disappointed that the Oregon Supreme Court sidestepped this case
because it involves legal issues that are critically important,” said William Ohlemeyer, Philip Morris's
vice president and associate general counsel, in a statement. "We continue to believe that the ... verdict
should be set aside on a number of legal grounds, including the excessiveness of the punitive damages
award, and we are hopeful that the U.S. Supreme Court will agree to hear the case and send it back to
Oregon for a new trial,” he added. Ohlemeyer said that the excessiveness of the punitive damages
award as well as other issues warrant review by the U.S. Supreme Court.”

Source: Philip Morris $79.5 MIn Award Upheld by Oregon Court - Bloomberg News, December 26,
2002

Philip Morris USA Seeks Supreme Court Review Of Ore Verdict - Dow Jones, December 26, 2002
http.//biz.yahoo.com/djus/02 1226/1807000294 {.html

“A federal judge in California ruled in favor of the top two U.S. cigarette makers in a suit brought by
the family of a deceased smoker, saying there was not enough evidence to back claims that Philip
Meorris and R.J. Reynolds were responsible for the smoker's death... The case was being heard by a
jury, but after the plaintiffs rested their case, U.S. District Court Judge Saundra Armstrong entered a
directed verdict in favor of R.J. Reynolds and Philip Morris, saying that as a matter of law the jury
could not reasonably return a verdict for the plaintiffs, R.J. Reynolds said... [The Judge said the]
“plaintiffs failed to produce sufficient evidence to support their claims that the companies were
responsible for the death of Frank White," R.J, Reynolds said in a statement.

Source: RJ Reynolds, Philip Morris win Calif. smoking suit. December 31, 2002
http://biz.yahoo.com/re/02 123 1 /tobacco_rjreynolds_philipmorris _4.html

From RJR: http:/rjrt.com/T}/Tllitigation_Backgrounderview.asp?Docld=401

Regional

PAHO’s release of a report on the tobacco industry activities in the Latin American and Caribbean
region generated wide media coverage in the region. “Commenting on the report, Jayme Fowler, Philip
Motris' communications director for Latin America, said the information included in the report is not
new, but rather consists of statements and internal documents that have been available to the public for
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several years, "It is not constructive to dwell on events that (occurred) several years ago,” he told
Reuters Health. "It is more productive to focus on what we can and should be doing to address society's
legitimate concerns about tobacco"... A British American Tobacco spokesperson echoed those
sentiments... In response 1o the specific claims raised in the report, however, the spokesperson said
- "tobacco companies are interested in supporting the dissemination of the views of people who take an
open-minded approach to the issue of "second-hand smoke." However, "BAT has not designed youth
smoking prevention campaigns as PR (public relations) exercises.” Finally, "there is no convincing
evidence that the substance of any work or the opinion of any doctor or scientist has been altered or
affected by tobacco industry influence,” the spokesperson said.” In Nicaragua, the media gave almost
equal space to coverage of the report findings and a statement by BAT where a company representative
stated that BAT acknowledges that they sell a product that poses a health risk and that the company is
committed te preventing young people from smoking,

Sources: Tobacco Firms Lied to Latin Americans - Reuters

http:/f'www.reuters.com/newsArticle jhtm|?type=healthNews&story [ D=1938065

PAHO: Tobacco Firms Lied to Latin Americans - Yahoo!/Reuters
hitp://story.news.yahoo.com/news?impl=story& u=/nm/20021219/hl_nm/tobacco_smoking_dc_1

OPS denuncia que tabacaleras pagaron a cientificos chilenos para limpiar su imagen - La Tercera
(Chile}

http:/www.tercera.cl/diario/2002/12/18/23. CYT.TABACQ _OT.html

OPS asegura que tabacaleras son rentables a costa de la gente - La Prensa (Nicaragua)
http://'www-nt.laprensa.coni.ni/cronologico/2002/diciembre/] 9/hacionales/nacionales-20021219-
04.html]

Batca: Informamos que fumar es un riesgo para la salud - La Prensa (Nicaragua)
http:/f'www.laprensa.com.ni/nacionales/nacionales-2002 1222-05 himl

Profits Over People - PAHO

http.//www.paho.org/English/HPP/HPM/TOH/profits_over _people.pdf

Eastern Mediterranean
Jordan

“Jordan’s bourse rose in robust post-holiday trading, with surging demand for International Tobacco
amid talk it was about to announce a licensing deal with a major US brand, dealers said... The heaviest
traded stock, International Tobacco gained 4.85 per cent to close at JD4.11 after shares worth JDI
million changed hands — almost half the daily trading.”

Source: Demand for International Tobacco shares surge. Jordan Times, December 11, 2002
http://www jordantimngs.comn/wed/economy/economy3.htm

Philip Morris launched a $5 million project to produce Marlboro cigarettes in Jordan. It will produce
both full flavor and lights version of the brand in partnership with Jordan's privately owned
International Tobacco and Cigarette Company (ITCC) and distributed, locally only, by Al Robban
Trading Company. “The ITCC's whole output will be for the local market with a 20-cigarette Marlboro
pack priced at JD1,” said Surinder Mand, the general manager for Philip Morris International in the
Levant area. “The price is very much affordable for smokers here and is reasonable for one of the
premium and highest-quality brand in the world,” he said. “The share price is expected to rise when the
company starts preducing Marlboro in the local market,” said [brahim Al Juaba from the ITCC. The
company, established in 1994, has a JD15 million capital and around JD40 million in reserves. A bulk
of the ITCC's products is exported to the fraqi market. The launch comes as Jordan is waging an anti-
smoking campaign across the country, where around 29% of the 5 million population are smokers,
most of them men.

Sources: Philip Morris launches $5 million Marlboro cigarette plant in Jordan

hitp://www .ananova.conv/business/story/sm_726499 html?menu=business.latestheadlines

ITCCstarts producing Marlboro in Jordan, December 12, 2002

http://www . jordantimes.com/T hu/economy/economy? htm

Philip Morris launches five million dollar cigarette plant in Jordan. December 12, 2002

hitp://www zawya.com/Story.cfm2id=ANA223346 1 0529& Section=Countrics&page=Jordan

Pakistan
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“The two tobacco companies - Pakistan Tobacco Company (PTC) and Lakson Tobacco Company
(LTC) - have closed down five purchasing centres in the tobacco cultivating areas of the NWFP. [The
companies] already informed the Pakistan Tobacco Board {PTB) about their decision and it was the
responsibility of the board to inform the tobacco growers in time about the prevailing situation and the
intention of the major companies for the year 2003 season... When asked about the reason of closing
down the tobacco purchasing centres, they said in the last four years the two companies had purchased
bulk of surplus tobacco and the government had failed to make tobacco an exportable commodity like
rice and cotton. Besides, they said, the anti-smoking campaign was also cne of the reasons behind this
act.

Source: Five tobacco purchasing centres closed down, December 11, 2002
htip://www.dawn.com/2002/12/12/local27 . him

Europe
Bulgaria

“Two hundred thousand tons of tobacco have been purchased by Bulgartabac since the beginning of the
year. CEO Georgi Kostov said... He warned that newly introduced quality standards are inspiring
tensions between producers and purchasers.”

Source: Bulgartabac Posts Tobacco Purchase Figures. December 11, 2002,
http:/www.novinite.com/view_news.php?id=17171

“Bulgaria's highest administrative court overruled the government and upheld its cancelation of a deal
to sell tobacco monopoly Bulgartabak to a consortium backed by Germany's Deutsche Bank, The court
also ordered all four bidders in the original tender to submit improved offers. The three losing bidders
[Metatabak and Rosbulgartabak, both of Russia, and Austria's Tobacco Holding GmbE] had previously
appealed the tender's result on procedural grounds. In October the court canceled the deal 1o sell 80
percent in the tobacco producer to a consortium of Sofia-based Tobacco Capital Partners and Dutch-
registered Clar Innis, backed by Deutsche Bank AG, for 110 million euros (about US$110 million.)
[The] rejection of the subsequent appeal makes the court ruling irrevocable and will delay
Bulgarbatak's privatization, seen as key for the reformist government's efforts to speed up sales of state
assets and attract foreign investment.

Sources: Bulgarian court orders new bids for tobacco monopely. December 17, 2002

hitp://story .news.yahoo.com/news?timpl=storv&u=/ap/20021217/ap_wo_en_bu/eu_fin_bulszaria tobacc
o_1

Finland

“[Finland’s] Amer Group is seeking an "urgent" exit from its tobacco operations as they do not fit with
its image as a sporting equipment supplier or with the company's move into the fitness business, Amer
chief executive Roger Talermo said. ... Talermo said getting out of tobacco "is becoming urgent,
specifically as we go into the fitness business". ... Talermo said though that Amer would be unable to
simply sell the business as it is a licensed producer for Philip Morris Cos Inc. "So we have to at some
point negotiate with Philip Morris, if we so decide to step out of it,” he said, without commenting on
whether there had been any discussions with the US tobaccoe company.”

Source: Amer seeks rapid exit from tobacco business as focus switches to fitness ops — Ananova.
http://www .ananova.com/business/story/sm_721[538 html?menu=business.latestheadlines

France

The French paper le Monde had an article discussing that despite the approximately $350 million
dollars that F1 gets in sponsorship from the tobacco industry, there is a trend of seeking sponsorship
elsewhere, due to growing advertisement restrictions. The articles cites Flavio Briatore, the boss of
team Renault, as saying that thete is a number of other companies ready to invest in F1.

Source: La formule 1 joue A cache-cache avec ses sponsors - Le Monde, 5 décembre 2002
http//www.lemonde. fi/article/0,5987,3236--300775-,00.html

“Franco-Spanish tobacco giant Altadis has denied speculation it might be a takeover target for British
rivat British American Tobacco. "We have very strong qualities that allow us to grow independently,
without the friendly or not (friendly) support of BAT," Altadis co-president Jean-Dominique Comoli
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told French radio RTL... "I formally deny any sort of approach by BAT," he said. Coemoli was reacting
to market talk that BAT may be mulling a bid for Altadis.”

Source: Altadis boss denies BAT approach

http:/Awww reuters,co.uk/mewsAdrticle, jhtml;jsessionid=0SUVPMOVM2ZVGCRBAEKSFFA 2type=bus
inessNews&storyiD=1906862 '

freland

“John Player & Sons said today that it was disappointed at the Government's decision to increase
tobacco tax by more than double the rate of inflation. According to the cigarette manufacturer, which
employs 90 people in Ireland, experience in other markets shows this is likely to cause a surge in
cigarette smuggling and, far from deterring smokers, could undermine other Government smoking
policies... Liam Peters, managing director of John Player & Sons, said, "Quite apart from putting a
completely unfair tax burden on smokers, a duty increase of more than double the inflation rate flies in
the face of logic and experience. All the evidence from the UK and elsewhere shows that excessively
high tobacco tax encourages smuggling as well as legal cross-border trading in cheap cigarettes, This
means product will come onto the market that we as an industry cannot control and therefore cannot
ensure that it complies with tobacco regulations. The growth of a black market also damages the
economics of retailing in Ireland by undermining the livelihood of legitimate tobacco retailers,” he
added.” Similarly, “The Irish Tobacco Manufacturers Advisory Committee says that it is a regrettable
move. They insist it is one that will push up inflation and increase the cost burden on the one third of
Irish adults who smoke. The Committee also said that the 50c extra tax will lead to an increase in the
smuggling of tobacco.”

[Note: As reported last month, the industry argued against advertisement bans claiming that taxation
was a more effective way to reduce sales, but when taxes are increased, the industry uses the smuggling
argument tc counter it.)

Sources: John Player slams cigs hike. Business & Finance. December 4, 2002
http://'www.online.ie/business/latest/viewer.adp?article=1897022

Tobacco industry blasts Budget hikes. December 4, 2002
http://breaking.examiner.ie/2002/12/04/story 79395 . htm|

Italy

*The ltalian government received five non-binding offers for the nation's cigarette monopoly after two
companies pulled out and another two joined forces... British American Tobacco Plc and Swedish
Match AB decided to submit a joint offer for Ente Tabacchi Italiani SpA, [a local] newspaper said.
Other bidders are Altadis, Europe's No. 3 tobacco company, which is bidding together with Equinox
Investment Co.; Japan Tobacco, the third-biggest tobacco company; and two groups formed by ltalian
businessmen {One of which is reportedly the Benetton family].” BAT would acquire ETI's
manufacturing business. Swedish Match, which does not manufacture cigarettes, plans to expand its
European business distributing products including snuff, chewing tobacco and nicotine chewing gum
Sources: Bloomberg News, December 20, 2002

BAT, Swedish Match in Joint Bid for Italy's ETI, December 1, 2002

http.//quote.bloomberg. com/fecgi.cei?T=marketsquote99_relnews.ht&s=APenALhTPQKFULCBT
AFX News, December |, 2002 http://www afxpress.com/afxpress2/afx/bn247927 xml.html

[taly Gets Less Than 8 Bids For Tobacco Co ETI. December (8, 2002
hitp://biz.vahoo.com/djus/021218/0742000271 1.html

BAT, Swedish Match look for partner for ET1 bid, December 9, 2002
http://’www.reuters.com/financeNewsArticle jhtml?2type=meroersNews&story|ID=1876262

Norway

“Norway is set to become the first country in the world to ban smoking from all indoor public places,
including bars. ... Oliver Griffiths, from the Atmosphere Improves Results (AIR) initiative, [a tobacco
industry-funded group] which is fighting for self-regulation on smoking for the pub trade, said: “The
Norway news is a timely reminder for the UK industry to get its act together. “The news will only
increase the urgency with which health groups and others pursue a ban here — especially with the public
places charter coming up for review in the new year.” Mr Griffiths says licensees must ensure their
pubs are compliant with the smoking charter to avoid this type of legislation. “For most this just
requires them to put up a smoking policy sticker or sign outside the premises and a policy statement
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inside,” he added. “Licensees must also improve conditions for their workers through either upgrading
their ventilation or initiating a smoking ban at the bar.” The Department of Health agreed to targets set
by the industry’s Charter Group, which state that 50 per cent of all pubs must be compliant with the
charter by the end of this year. ... Several states and cities in the USA, Canada and Australia already
have similar bans to the Norwegian proposals, which came about after heavy pressure from restaurant
workers’ unions.”

[Note: as said before, ventilation and separated smoking sections do not eliminate the health hazards
caused by second-hand smoke, but the tobacco industry insists and heavily invests in these
“solutions™.]

Source: Norway's proposed smoking ban a'timely reminder’ for UK pubs - The Publican.

http./fwww thepublican.com/cgi-bin/item.cgi?id=8170& d=1 1 &h=24& =23 & dateformat=%0-%B3-% Y

Romania

“The Law relating to the prevention and combat against the effects of tobacco products consumption,
expected to come into force on December 21, cannot be enforced, due to unclear provisions and the
absence of enforcement measures,” officials of the Japan Tobacco International and Philip Morris
Romania tobacco companies stated... “The Law Against Smoking in Enclosed Public Places cannot be
enforced as it is now. The Health Ministry acknowledges that fact that the law is wrongly issued and is
preparing an emergency decree to modify it. The decree will probably be passed in January,” said
Gilda Lazar, Corporate Affairs Manager of Japan Tobacco International. The main provisions in the
law that are irking the cigarette makers relate to the ban on trade in packages smaller than 20 cigarettes,
as well as the absence of a clear definition of public places. “The text of this document is confusing and
irresponsible. A definition of the public places should have been offered and the term “pollutant”
dropped out as there is no connection between it and cigarette smoke. The ban on the trade in packages
smaller than 20 cigarettes should also have been dropped out, as there is no such ban in the European
Union,” said Lazar. She added that the emergency decree currently worked on will bring necessary
clarifications. The Law Against Smoking in Enclosed Public Places establishes some measures for the
prevention and combat of consumpticn of tobacco products by banning smoking from enclosed public
spaces, with some exceptions, and making it mandatory for cigarette packages to carry certain
inscriptions as well as for certain public campaigns against smoking. Under this law, smoking is only
allowed in places that are specially created to this end, which are well aired. Bars, restaurants and disco
houses are exempted from the law. Also banned is item trade of tobacco products and of packages of
less than 20 cigarettes. The documents also define some terms, including tobacco products, smoking,
cigarettes, cigarillos, nicotine, pollutant and enclosed public place... Philip Morris has also stated itself
against the current version of the law. “Philip Morris agrees with the need for smoking to be regulated,
but, although the intentions of the law are good, its provisions are unclear and make the law
unenforceable,” said Peter Imre, corporate affairs director with the company. He also asked for the
article banning the selling of packages of less than 20 cigarettes to be repelled and the term of public
places better defined. *In our opinion, education houses, airports, public transport means are indeed
public places, but private companies cannot be considered public places. Enforcing or not the
restriction within a company should be left with the employers to decide,” said Imre. The management
of Philip Morris Romania is also arguing that private offices used by only one employee should not be
included among the places where smoking is forbidden.

[Note: The industry documents reveal that smaller packs, such as 10s. is an industry strategy to
introduce new brands and gain market share among “starters”. And the industry continues to refuse to
accept that second hand smoke is an indoor air pollutant.]

Source: Cigarette makers ask for modifications to Law Against Smeking in enclosed public places -
Nine o'Clock, December 19, 2002

http:/www.nineoclock.ro/index. php?show=business& issue=2824&id=2002 1219-1 11844

Serbia

“Major tobacco companies have expressed interest in buying Serbia's two cigarette plants, which could
be offered for sale in January once regulatory legislation is in place, the Privatisation Agency said.
Director Vladimir Cupic said British American Tobacco, Philip Morris, Japan Tobacco International,
Imperial Tobacco Group and others were keen to enter Serbia, where billions of cigarettes are lit up
each year...”

Source: Smoking Serbs light tobacco majors' fire - B92/Reuters
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http.//www.h92.net/english/news/index.php?lang=english& version=standard&my_categories class='N
ews'&nav_category=&nav_id=20494&order=priority&style=headlines

Spain

The former head of exports of Tabacalera (now Altadis, after the merge with Seita) was accused by the
Anti-corruption Agency of involvement in a smuggling network, responsible for bringing almost 21
million packs of cigarettes into Spain and the UK between 1997 and 1998. The official destinations of
the packs were countries outside the EU (Lebanon, Iraq, Angola, UAE, Gambia). The Agency
requested the courts to lock into the matter that lead to a fraud of 31 million Euros.

Source: Un alto cargo de Tabacalera, implicado en una presunta red de contrabando a gran escala - El
Diario Montaiies. December 22, 2002

hitpe/Awww.ideal es/almeria/edicion/prensa/noticias/Espana/2002 12/22/ALM-ESP-042 hunl

hutp/www eldiariomontanes. es/edicion/prensa/noticias/Nacional/2002 12/22/DMO-NAC-098.hunl

Sweden

“The roll your own market is booming with sales up 3.5% last year according to the annual Swedish
Match Market Report. It estimates that around four million people make their own cigarettes and the
numbers are set to grow as successive tax increases push the retail price of cigarettes higher.”

Source: ASH-UK; Independent Retail News, 29 November 2002

Switzerland

“Switzerland is planning to follow the European Union by banning most tobacco advertising, according
to health officials. However, the Federal Health Office admitted that it would be several years before
Bern came close to matching the scale of the EU’s ban... Tobacco advertising is worth SFr80 million a
year in Switzerland... The EU’s new law, to come into force in 2005, has already run into stiff
opposition, particularly from media firms... Piero Schifer, spokesman for umbrella association of Swiss
advertisers, said his members would be fighting tooth and nail to resist any attempts to extend the ban
in Switzerland. He told swissinfo that his organisation had assembled an alliance of 20 firms, including
tobacco companies, to fight moves to ban tobacco advertising. “We have done a lot of lobbying in
Bern, and have done quite a good job on a national level [where] we have blocked an initiative put
before parliament.” He said bans were becoming more common at a local level, and these were proving
harder to counteract. Schifer poured scorn on suggestions that a ban on tobacco advertising had any
effect on smoking. “There is no evidence that a ban on tobacco advettising leads to a decline in
smoking. Qur position is that, as long as cigarettes are legally on the market, manufacturers must be
able to advertise the product.” The Swiss advertising industry is worth about SFr7 billion a year, SFr80
million of which — just over one per cent - comes from tobacco advertising,”

Source: Swiss lean towards tobacco advertising ban - Swissinfo, December 3, 2002
hitp://www.swissinfo.org/sen/Swissinfo.htm1?siteSect=11 [ &sid=1493713

““... Cie Financiere Richemont SA, which with its portfolio of brands such as Cartier, Van Cleef &
Arpels and Mentblanc is the world's number-two luxury group, said it was selling warrants exercisable
into BAT shares in May 2004. The deal would generate an extraordinary book profit of 300 million
euros in the financial year to March 31, but the cash gain would be limited, company sources said.
Under the terms of a 1999 merger of Richemont's Rothmans International tobacco interests with those
of BAT, Richemont obtained a 23.3-percent stake in the London-based tobacco firm, which is the
world's number-two cigarette maker... "Absent any major capital increase in BAT, which would have
allowed R&R Holdings to convert its holding of preference shares into ordinary shares, Richemont and
Remgro were therefore effectively forced to sell the preference shares or have them redeemed in 2004,"
Rupert added in a statement. The total Richemont stake will be less than 20 percent. Switzerland's
Richemont owns two-thirds of R&R, and South Africa's Remgro Ltd. the rest. The family of Johann
Rupert, the African country’s second-richest man, holds stakes in both companies... The agreement was
reached when Richemont and Rembrandt Ltd., whose industrial, mining, banking and tobacco interests
are now owned by Remgro, sold Rothmans International SA to the world's No. 2 cigarette maker in
1999 for a 35 percent stake in BAT... After the sale of the preference shares in 2004, R&R will own
about 27.8 percent of BAT, according te du Plessis... Richemont's earnings from its BAT investment
increased by 4 percent to 270 million euros in the fiscal first half, helping counter a 27 percent drop in
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operating profit at its luxury-goods business. Remgro had an 86 percent increase in first-half profit
after the weaker rand boosted carnings from its BAT investment.

Sources: Richemont strikes deal to cut BAT stake, December 11, 2000

hitp://www .reuters.co.uk/mewsPackageArticle. thtml:jsessionid=X YFUSDVSNVN20CRBAELCFEY 2t
ype=stocksAndSharesNews&storvID=1951359

Richemont to Post Gain of EU300 Million on Stake Sale, December 11, 2002
htip://quote.bloomberg.com/fecoi cei? T=marketsquoted9 relnews. ht&s=APfePFRUKUmijaGVt

Ukraine

There was a length article describing a small cigarette smuggling operation along the Ukrainian-
Moldovan border. One of the smugglers is quoted as saying: “It's interesting that everybody wants to
fight smuggling, but nobody really wants to get rid of it, because they need it. Both the customs people
and the police. They are paid a minuscule amount, and they need to live somehow, and so they milk us.
[We] are small-time smugglers. But there are those who bring hundreds of boxes across the border at a
time. Their daily take is, count it, a thousand bucks. And that's in each car. And they work in groups of
three or four vehicles...”

Source: 2000, Kiev, in Russian, December 6, 2002
http://hoovnews.hoovers.com/fp.asp?layout=displaynews&doc_id=NR2002 [206670.2_53620068{6872
a85

United Kingdom

A Tobacco Reporter article has a profile of Imperial Tobacco’s CEO Gareth Davis, highlighting the
Reemtsma acquisition. In the article, Davis says: “We now have 36 manufacturing sites and three joint
ventures and we sell more than 120 brands in over 1060 markets worldwide... We have every intention
of pushing ahead with our international operations, both organically and through acquisition, but by no
means ignoring the requirement to strengthen our original domestic market positicns in the U.K. and
Germany... We operate a responsible export supply policy and we have never supplied any overseas
market with the intention that our products would be diverted into smuggling.”
http://www.tobaccoreporter.com/current/story2.asp

There were a few reports of Gallaher plans to make a major advertisement blitz before the UK
advertisement ban goes into effect in February 2003. “Tobacco giant Gallaher is putting together one
last press and poster push in tribute to its past successes, including its "Happiness is a cigar called
Hamlet" campaign and its iconic Silk Cut ads, which were famous for never mentioning or showing the
product. ... Tobacco companies spent just £20.6m on advertising in the UK last year. Instead, they are
working on alternative ways of marketing their products. Marlboro now has a branded clothes range
and other cigarette companies have launched entertainment websites to direct young people to bars and
clubs that sell their preducts. Rothmans recently launched a competition with trivia questions inside
cigarette packets. Smokers were invited to telephone in their answers to win a prize. "We want to
celebrate the history of the great advertising we've done," says [Gallaher] spokeswoman Michelle
McKeown, citing the legacy of the company's award-winning campaigns.... Once the ban kicks in,
tobacco companies will have to think of new ways to market themselves. Gallaher says it will focus on
continuing to improve its merchandising-display units to make shelves more flexible for retailers, as
well as on customer research to make sure retailers know which brands most appeal to their customers.
Ms. McKeown says the company is waiting for clarification from the government as to what type of
information it can promote on display units. "We want to be sure we behave responsibly," she says.”
Sources: Saatchis to produce Silk Cut swansong - The Guardian, December 6, 2002
http://media.guardian.co.uk/tobaccoads/story/0,7521,85507 1 ,00.html

ASH-UK, Wall Street Journal Europe, December 6, 2002

“MPs may have voted to ban tobacco advertising - but that hasn’t stopped their own magazine
accepting sponsorship from the smokes industry, says The Star today. The January page in their 2003
House Magazine calendar carries an advertisement from the Tobacco Manufacturers’ Association,
which led an unsuccessful campaign against a ban on tobacco advertising.”

Source: ASH-UK, The Star, December 11, 2002
hittp://brownw.newsreal.com/pages/brownw/Story.nsp?story_id=35043982&[D=brownw&scategory=T
obacco&
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“Tobacco company Gallaher Group said that 2002 sales have remained in line with management's
expectations as it increased its UK market share and boosted its presence in Europe... Sales of all
brands of cigarettes have declined by 2pc in Ireland this year due to health concems and anti-smoking
campaigns, according to the company. However, it claims that it has held 2002 sales "broadly level"
with last year, helping it to increase its market share...”

Source: Gallaher sales in line with expectations. December 16, 2002
http:/www.online.ie/business/viewer.adp?article=1905468

European Union

Stan Shatenstein posted a lengthy dossier on Globalink News & Information describing media accounts
of how Philip Morris had worked with Laurentien Brinkhorst, currently the wife of Prince Constantijn,
in order to gain better access to WHO and to the EU. For example, internal PM documents reveal that
“in 1996 she developed an "extremely profitable’ contact for the company with a scientist of the WHO.
The connection was so important that in 1998, a year after Ms. Brinkhorst had left her job at Philip
Morris, the company still wanted to pay her 310,000 to maintain the contact.” She worked for PM from
1995 to 1997 and “actively worked in the company’s lobbying campaign against publications about the
dangers of second-hand smoking {including a revision of WHO’s Air Quality Guidelins]. Ms.
Brinkhorst’s important connection was dr Michal Krzyzanowski at the European Center for Health and
Environment, a WHO agency at that time located in Bilthoven.” In Brussels she was also part of a
campaign by the tobacco industry against another WHO-affiliate, the International Agency for
Research on Cancer (IARC). “Brinkhorst’s role in the [ARC action plan focused on the political lobby.
She had to find out which European politicians could be approached by tobacco. She also helped draft
a list of journalists who were friendly to the tobacco industry. A Philip Morris document reveals the
plan to invite those "friendly journalists’ to a company ‘briefing’ prior to the release of the IARC-
study. In the company’s campaign plan Brinkhorst played a crucial role in ‘intelligence gathering’
about the WHO-guideline. She knew her way around at the institutions in Brussels; her father Laurens
Jan Brinkhorst had been the top bureaucrat at the European directorate-general for the environment for
seven years.”

Source: Stan Shatenstein. Philip Morris wanted to pay Laurentien Brinkhorst for her connections with
the WHO - Trouw, November 30, 2002
http://www trouw.nl/tt/bouma/English_voorpagina_Laurentien.doc

The connections of Laurentien - Trouw, November 30, 2002

http:/www trouw.nl/tr’/bouma/English_verdieping_Laurentien.doc

Memgo: From: Laurentien Brinkhorst: To: Jules Wilhelmus: WHO air quality guidelines - PMDocs
http://www.pmdocs.com/getallimg.asp?if=avpidx& DOCID=25035593348C/3349

[ARC Release Plan: index - PM Docs

http://www.pmdocs.com/getallime.asp?if=avpidx& DOCID=2048381563/1574

Memc: From: Laurential Brinkhorst: To: General List: WHO Air Quality Guidelines - PMDocs
hip//www.pmdocs.com/getallimg.asp?if=avpidx& DOCID=2065285251/52535

World Health Organization Air Quality Guidelines (November 1, 1995) - PMDocs

http://www pmdocs.com/getallimg asp?if=avpidx& DOCID=2063285267/5275

PM USA 1999 OS Consultant Services: Functional Area "WSA-SIM" - PMDocs
http://www.pmdocs.com/getallimg asp?if=avpidx & DOCID=2072597286/7289

Justification for WSA-SIM Consultants - PMDocs

hetps//www, pmdocs.com/setallimg.asp?if=avpidx& DOCID=2074599058/9059

There was vast coverage of the EU passage of tobacco control directive that includes an advertisement
ban, The advertisement restrictions will take effect in 2005 and were approved by 13 of the 15
members. UK and Germany opposed, but for different reasons. Germany stated that the proposal went
too far, and the UK that the proposal did not go far enough. The proposal does include a phase out of
F1 sponsorship by July 2005 (as opposed to the FIA and UK 2006 deadline). The directive bans 'direct’
tobacco advertising on radio, printed publications, internet and international sponsorship, and free
sampling distribution. [t doesn't ban ads in movie theaters, posters and billboards, and 'indirect
advertising' - for example Camel boots, Marlboro Classics clothing, etc. Magazines published outside
the EU and distributed in member states will not be affected by the proposed ban. “In October 2000,
BAT, Gallaher, Imperial Tobacco and Rothmans (UK} Ltd. won an appeal in the European Court of
Justice against an earlier ban. They argued that cigarette advertising is a health issue rather than a free-
trade issue and should be determined by individual states, not the EU's executive arm.” In Germany,
the newspapers and magazine industries claimed that they will not be able to survive without cigarette
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advertisement money. Volker Nickel, head of the German Advertising Federation (ZAW), says the ban
could threaten up to 10,000 jobs. ... The German Union of Newspaper Publishers even went so far as
to declare the ban a move against press freedom. [Note: Germany’s Health Ministry issued statements
that despite the country’s position and plans to challenge the directive in the European Court of Justice,
it was committed to smoking prevention among youth, a program that has been criticized due to its
partnership with Philip Morris.] Several EU publishers expressed similar concerns, including Czech
Republic publishers who were also concerned about alternative funding for sports sponsorships. “The
allegations are a serious setback to Germany’s record as a nation careful to regard the health of its
citizens.

Sources: EU Health Ministers Pass Tobacco Advertising Ban - Reuters
http.//www.reuters.com/newsArticle jhitm[2tvpe=worldNews&storvID=1834696

EU Approves Ban on Tobacco Advertising - Newsday/AP

http//www newsday.com/business/investing/wire/sns-ap-eu-tobacco 1 202dec02.0.4 78504 . story?
L'Europe interdit parrainage et publicité de presse pour le tabac - AFP

hitp://fr.news.vahoo.com/02 1202/202/2vivh.htim}

EU widens tobacco ban - The Guardian, December 2, 2002
http://media.guardian.co.uk/advertising/story/0,7492.852276.00.htinl

EU adopts tobacco ad ban - BBC News, 2 December, 2002
http://news.bbe.co.uk/1/hi/world/europe/253307 | .stm

La UE prohibe anunciar tabaco en todes los medios y el patrocinio de grandes acontecimientos - El
Mundo

hitp://www.elmundo.es/elmundo/2002/12/02/sociedad/ 103883 1459.htm]

EU agrees to outlaw tobacco advertising - Financial Times, December 2, 2002
http://news.ft.com/servlet/ContentServer?pagename=FT.com/Story FT/FullStory&c=Story FT&cid=103
7872481948

EU tobacco ad ban 'not tough encugh' - The Guardian. December 3, 2002
http://politics.zuardian.co.uk/eu/story/0.9061,.852452.00.html

European newspapers slam EU tobacco advertising ban - Reuters, December 4, 2002
hitp://'www.alertnet.org/thenews/newsdesk/1.03519758

Germans Expect Layofts in Wake of EU Tobacco Ruling - DW-World.de, December 4, 2002
http://dw-world.de/english/0,3367,1430_A_705657 1_A.00.htm]

Double-blow to tobacco: Byme welcomes political agreement on cigarettes advertising ban and
smoking prevention measures - Europa, 2 December 2002
http://europa.eu.int/rapid/start/cgi/euesten.ksh?p_action.gettxt=gt& doc=1P/02/1 78 8I0{R A PID& fu=EN;
hitp://europa.eu.int/rapid/start/coi/suesten.ksh?p_action gettxt=g1&doc=1P/02/1 788|Q|RAPID& lg=FR&
display=

L'Europe veut bannir toute publicité pour le tabac - Le Monde. 5 décembre 2002
hitp://www.lemonde.fr/article/0,5987.3236--300774-,00.him]

A Lot of Smoke Over Germany’s Soft Stance - DW-World.de, December 4, 2002
hitp://dw-world.de/english/0,3367, 1448 A_489234.00.htmi

Health hazard for media industry - Frankfurter Allgemeine Zeitung, December 6, 2002

hitpa/www. faz.com/IN/INtemplates/eFAZ/docmain.asp2rub={B I3 | IFCC-FBFB-11D2-B228-
00105A9CAF88} &doc={9836A136-7TA24-4880-BD63-5SDBBE78346A9

As reported by Stan Shatenstein on Globalink News & Information; “The European Union's highest
court backed tough health warnings on tobacco products, including a ban on the terms "light” and
"mild" on product packaging within the EU, [The court's ruling are due to take effect in September
2003, under which well-known brands such as Philip Morris Co.'s Marlboro Lights and Camel Lights,
as well as European brands such as Austria's Milde Sorte and Portugal's Suave, will have to be
renamed.] The ruling against cigarette firms [mperial Tobacco and British American Tobacco comes a
week after a decision by health ministers to ban tobacco advertising on the radio, in newspapers and on
the Internet... The law demands health warnings cover 30 percent of the front of cigarette packets and
40 percent of the back, which the court said were not excessive... New standards on the composition of
cigarettes marketed within the EU, including limits on their levels of tar, nicotine and carbon
monoxide, also will take effect from January 1, 2004 as part of the law, The court... said the law was
valid because it was an attempt to harmonize standards within the EU.” The tobacco companies
“expressed their disappointment at the European Court of Justice's decision to uphold laws banning
them from exporting products outside the EU which do not meet the EU's tar, nicotine and carbon
monoxide ceilings... They said the Commission had no right to harmonise the laws of member states on
health policy when there was no internal market need... "We undertook this action with extreme
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reluctance and regrettably it has failed to deal with our concerns that the Directive is legally flawed and
imposes unreasonable measures with no supporting evidence that they will be effective,” said Imperial
Tobacco Group's Public Relations Manager, Liz Buckingham. British American Tobacce PLC's
corporate and regulatory affairs director, Michael Prideaux, said the European court's ruling had
implications beyond the tobacco industry. "Today's Court decision has effectively extended yet again
the powers of the Commission," he said referring to its support for the Commission's moves to
harmonise on health marters... However, there was some relief from the two companies that the
European Court had upheld their appeal that the EU had no right to restrict the use of labelling and
product descriptions on products intended for export outside of the EU[i.e. they can still use the
controversial "light' and 'mild' names for exports outside the E.1).].” *Japan Tobacco, owner of the Mild
Seven cigarette brand, said it would be particularly hit by [the] European court ruling... "It effectively
seems to prevent us from marketing Mild Seven as a global brand,” the firm's public relations vice
president Guy Cote said in a statement. "Mild Seven is the only global brand that will be impacted in
this way." Later in the month it was reported that “Japan Tobacco Inc. is mulling a new name for Mild
Seven... Mild Seven is the world's number two cigarette brand after Philip Morris Co's Marlboro... U.S.
tobacco companies haven't opposed the legislation because brand recognition means they can simply
drop the "mild" or "light" from the names Marlboro and Camel... [JTI] now faces a rebranding
nightmare. It could, like the US companies, simply drop the "mild" from its name, and just call its
cigarettes Seven, but company officials say this isn't appealing. "It's like telling Coca Cola that they
can't use the word Ceca in the name,” says Guy Cote, a spokesman for JT International SA. JTI and its
lawyers are still studying the ruling and will know within days how the company will respond, he
added. However, their legal options are limited. Japan Tobacco appealed the initial naming ruling to
the EU's second highest court in September which was turned down, before then appealing to the E.U.'s
highest court.”

Sources; EU Court Backs Tough Warnings on Tobacco - Washington Post/Reuters
httpe/fwww.reuters com/newsAtticle jhunl?type=businessNews& story D=1 879693

EU Court Upholds Ban on Cigarette Terms - Newsday/AP
http:/www.newsdayv.com/business/investing/wire/sns-ap-curopean-court-

ECJ tobacco ruling puts health before trade - ASH (UK}
hitp://www.ash.org.uk/hitm]/press/02 12 10a.html

L'UE peut décider des régles de fabrication des cigarettes - AFP
http:/fr.news.yahoo.comy/021210/202/2vwrt.html

The Court upholds the validity of the directive on the manufacture, presentation and sale of tobacco
products - EUJ Curia

http://curia.eu.int/en/cp/aff/cp0299en.him

http:/fcuria.eu. int/fr/cp/afi7cp0299fr. htm

Tobacco companies disappointed by European Court ruling on tobacce exports - Ananova, December
10, 2002 hitp://www . ananova.com/business/story/sm_723 1 76.htmI?menu=business. latestheadlines
Tobacco giants lose EU fight over labelling - The Guardian, December 11, 2002
htip://www.guardian.co.uk/uk news/story/0,3604,857523.00.html|

Japan Tobacco says its brand hit hard by EU ban - Forbes.com/Reuters, December 11, 2002
hitp:/iwww. forbes.com/markets/newswire/2002/12/1 1/rte820134.himl|

Japan Tobacco Mulls Renaming 'Mild Seven' After EU Ruling - Dow Jones, December 11, 2002
http://biz.yahoo.com/djus/0212 1171309000605 _1.html

South-East Asia
Bangladesh

“British American Tobacco Bangladesh has been honoured by Bangladesh Scout Guide and Fellowship
for its contribution in the past years for the scout and guides. Managing Director Stephen Daintith
received the crest from chief guest of the ceremony Dr Khandakar Mosharraf Hossain, Minister Health
and Family Welfare at the Scout Bhaban... On behalf of Bangladesh Scouts the organisers thanked
Stephan Daintith for the contribution of [BAT-Bangladesh] for development of scouts and guides in
Bangladesh. Managing Director Stephen Daintith emphasised that BAT is deeply committed to the
development of the country and will nourish the company's core value: Success and Responsibility go
Together through contributions in different sectors of country's socio economic development.”

Source: BATB honoured by Bangladesh Scout
http://independent-bangladesh.com/news/dec/23/23122002bs htm#AS
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India

“Tobacco farmer association heads from Andhra and Karnataka are currently in Delhi to lobby with the
Union government to keep their interests in mind while framing the proposed law to further discourage
the sale of cigarettes and other tobacco-related related products. India produces 200 miilion kg of
tobacco in a year, a third of this from these two states. More than a tenth of the Central excise
collection Rs 82 billion comes from tobacco products; four-fifths of this is from the sale of cigarettes.
Which means that tobacco grower associations are alsc politically influential. Besides their own clout,
the cash-deficit treasury would be concerned at any fall in revenue collection. Not to mention the
millions whose eamings are dependent on tobacco... The farmers are also lobbying for cuts in taxes,
citing the example of China, also a vast tobacco-consuming and growing country, They want a
withdrawal of the 15 per cent special excise surcharge (for calamity relief), an appropriate duty
structure and much tax relief on the product from the states. They also want ~strong action" against
smuggling in of cigarettes and no special measures against cigarettes alone in the proposed new law;
they want it equally applicabie to all tobacco products.”

Source: Tobacco growers want a balanced anti-cigarette law, December 10, 2002
hutp://timesotindia.indiatimes.com/ecms.dll/ xml/comp/articleshow?artid=30897589

“Notwithstanding widespread drought, India's tobacco exports are likely to register a 10 per cent rise to
100 million kilograms this fiscal up from 90 million kgs in 2001-02. [ndia is facing stiff competition
from China and Brazil, it has also lost ground in its earlier stronghold of erstwhile Soviet Union and
needs to further build up on its strengths, traders said here. "Despite scanty rainfall in July this year the
crop was saved due to subsequent rains. This, coupled with price stability and good quality tobacco
will spur exports to 100 million kgs,"” Chief Executive, [TC's Indian Leaf Tobacco Development
Division, § Janardhan Reddy said. He said exports could have been higher due to the fall in
Zimbabewan crop to 60 million kgs from 200 million kgs. However, this has been more than made up
by other African countries like Tanzania, Mozambique and Uganda.”

Source: Tobacco exports to rise 10 pc in 2002-03. December 15, 2002
http:/timesofindia.indiatimes.com/cms.dll/xml/comp/articleshow?artid=3 1365196

Western Pacific
Australia

“The US Government suspects Nick Cannar, lawyer and tobacco supremo, is expert at getting rid of
documents the cigarette companies would rather forget existed. The Sydney-based former chief counsel
of BAT, said to be central to a globa! document-shredding policy, is now being summonsed by the US
Government in a multi-billion-dollar case... Lawyers for the US Government filed a 500-page
summons in the NSW Supreme Court for Mr Cannar, now CEQ of Imperial Tobacco Australia, to
appear in court. The US Health Department is suing BAT and others in a Columbia court for the costs
of treating tobacco-related illnesses. Justice Eames found that under the policy dating back to 1985,
lawyers for BAT, including Mr Cannar, were instructed to destroy documents, making it appear like a
corporate spring clean rather than a reaction to litigation... Mr Cannar moved to Australia in 1994,
where in 1998 he asked solicitors Mallesons and Clayton Utz to destroy documents from previous
litigation, but to do so outside the BAT legal department. As CEO of Imperial Tobacco, he oversees a
company whose Herizon cigarettes hold a 13.3 per cent market share... Mr Cannar said he had not been
informed of the US Government's action. "I have not seen any documents, | cannot comment on that,"
he said. "That's compounded by the fact that as | was employed by BAT, I have obligations of privilege
and confidentiality.”

Sources: Tobacco lawyer accused of document-shredding - The Australian, December 3, 2002
htip://www.theaustralian.news.com.au/conumon/story _page/0,5744,56033 10%5E2702.00.html|

US sues tobacco firms - The Australian

http://www theaustralian.news.com.au/common/story_page/0.5744.5603083%255E401.,00.htm!

New South Wales Supreme Court hitp://'www.lawlink.nsw gov.au/sc/sc nsf/pages/index

Another news that received widespread media coverage was the reversal of the Australian case —
McCabe — where the plaintiff, a woman with lung cancer now deceased, won against BAT when the
judge found that the cigarette company erred by destroying documents that could be beneficial to
plaintiffs. BAT appealed. “The Court of Appeal sitting in Melbourne today said British American
Tobacco (BAT) had succeeded on all the issues argued in its appeal against the pay-out. The court

87



overturned a judgment in Mrs McCabe's favor made by the Victorian Supreme Court and ordered a
retrial... It also exonerated Clayton Utz, the Sydney law firm representing BAT, saying there was no
evidence it had devised a strategy for the destruction of the potentially incriminating documents. This
is despite the fact that, in August, David Schechter, a former legal counsel to the US arm of BAT
admitted under oath that the purpose of the company's so-called 'document retention’ policy was to
ensure that documents would not fall into the hands of plaintiffs, the public or the media.... BAT's
corporate director, John Galligan, said the company was pleased with the decision as it had always
maintained that its defence should not have been struck out. "We hope this decision allows us to put
forth our side of the story and repair the damage [to our reputation].”

The family of cancer victim Rolah McCabe will be forced to pay back the A$700,000 she received in
compensation after a crushing legal defeat.... Lawyers for BAT asked the court to include interest and
court costs in the pay-back...” [which will amount to millions of dollars] Responding to criticisms that
the children of Ms. McCabe did not have funds to pay interests and legal fees, BAT declared that Ms.
McCabe’s lawyers should then pay, generating another series of media stories and accusations between
BAT and Slater & Gordon, the McCabe law firm. “BAT Australasia’s John Galligan said. "They
should put up their hand and say, 'We believe in the best interests of our clients and ensure they wil! not
be penalised for the legal strategy we embarked upon'... Despite damage to the company's reputation,
Mr Galligan said the multinational stood by its decision to pursue costs ... [and that] pursuing costs
was an issue of faimess. "Should people have a free hit just because we are a tobacco company?” he
said. ‘We are trying to repair the damage and restore credibility but it's not just about reputation -- it's
about what's fair’.”

[Despite the appeal ruling, there continues to be evidence in the industry documents about tobacco
companies “document retention”
policies:http://www.pmdocs.com/getallimg.asp?if-avpidx& DOCID=207047871 1/8713]

Sources: Smoking compo overturned. December 06, 2002

http://www.news.com.au/common/story _page/0.4057.5627714%255E1702.00.html

Supreme Court of Victoria - Court of Appeal. British American Tobacco Australia Services Limited v
Cowell (as representing the estate of Rolah Ann McCabe, deceased) [20602] VSCA 197 (6 December
2002)

http://www.austlii.edu.au/au/cases/vie/VSCA/2002/197. html

Victory for BAT in Australian cancer case - Financial Times, December 6, 2002

http:/mews. ft.com/servlet/ContentServer?pagename=F T.com/StorvF T/FullStory&c=StoryF T &cid=103
7872614851 &p=1012571727108

BAT wins appeal against Australian damages - Reuters

http://www reuters.co.uk/newsArticle. jhtm|?tvpe=secarchNews&story[D=1861246

British American Tobacco wins appeal against dead smoker - Ananova, December 6, 2042
hitp://www.ananova.com/news/storv/sm_722698. him|?menu=news. latestheadlines

BAT Press release: McCabe Appeal; a decision for fairness - BAT Australia. 6 December 2002; fohn
Galligan, Corporate & Regulatory Affairs Director
hitp://www . bata.com.au/MediaRelease.asp?MID=48

Sons continue mum's battle - Melbourne Herald Sun, 8 December 2002
http://www.heraldsun.news.com.au/common/story _page/).5478.5635804%5C661,00.html

Don't make them pay - The (Melbourne) Herald Sun, December 10, 2002
hitpi//news.com,aw/common/story _page/0.4057.5645976%255E661 .00.html

Cancer victim's family refunds tobacco giant - Sydney Morning Herald/AAP

December 9 2002 http://www.simh.com.au/articles/2002/12/09/1639379775812.html

Analysis of the Court of Appeal's Decision - VicHealth Centre for Tobacco Control
http://www.vctc.org.au/te-res/mecabe_appeal analysis.pdf

Summary Analysis of the Court of Appeal's Decision - VCTC

http://www . vete.org.au/te-res/mecabe_appeal summary.pdf

Law firm blamed in fallout - The (Melbourne) Herald Sun, December 11, 2002

http://www . heraldsun.news.com.au/common/story _page/().5478.5653997%255E2862.00. html
Lawyers may sue smoke giant - The (Melbourne) Herald Sun. December 12, 2002
http//www.news.com.au/common/story_page/0.4057,5662359%25SE2862.00.htmi

Indonesia
“Indenesian cigarette makers' purchases of tax stamps fell 55 percent in November from the previous

month, when they surged in advance of a tax increase... Every pack of cigarettes sold in Indonesia
needs a tax stamp, which is valid for two months from the date of purchase. Cigarette producers buy
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tax stamps based on their expected sales and the number of stamps they already hold. Gudang Garam,
the country's biggest cigarette maker bought stamps for 4 billion cigarettes last month, 39 percent fewer
than in October. Sampoerna, the second largest, bought tax stamps for 2.87 billion cigarettes in
November, 43 percent fewer than in October...”

Source: Indonesia Cigarette Makers’ Tax Stamp Purchases Fall 55% in Nov. December 27, 2002
http://quote. bloomberg.com/fecgi.cegi?T=marketsquote99 relnews. ht&s=APsvmghXUSW3ikb25]

Korea

“Korea Tobacco & Ginseng Corp., a government monopoly, decided in a special general shareholders’
meeting to change its official company name into KT&G, written only in English. The firm also
decided to raise the limit stock ownership in the firm for foreign shareholders, over the current 49
percent. The company owns the largest 34.2 percent stake, followed by 27.4 percent by foreign
investors and 7.4 percent by Daehan Investment Trust & Securities, and 6.5 percent by the firm’s
employees.”

Source: Tobacco & Ginseng Changes Company Name

hitp:/english.chosun.comn/w2 I data/him/news/2002 1 2/2002 1227001 0.html|

Malaysia

“British American Tobacco (Malaysia) has disposed of the assets and liabilities of the business relating
to the Alfred Dunhill of London luxury products franchise to Richemont Luxury (Malaysia) for
RM3.44 millien cash. The disposal follows the non-renewal of its franchise agreement that expired on
Sept 30 with Richemont Luxury Asia Pacific Ltd, in compliance with the International Tobacco
Product Matketing Standards (ITPMS) that came into force on Sept 11 [and] sets out the minimum
standards for the marketing of tobacco products, restricts the use of tobacco brand name in advertising
or sponsorship activities... The activities are the operation of Alfred Durhill of London luxury products
outlets in Malaysia and the marketing, promotion and retail sale of the luxury products through the
outlets... Richemont Malaysia's ultimate holding company is Switzerland-incorporated Compagnie
Financiere Richemont AG. The Richemont group enjoys an international reputation for the sale and
marketing of a wide range of luxury merchandise. Richemont AG owns a 21 per cent stake in British
American Tobacco plc, which holds an indirect stake of 50 per cent in BAT.”

Source: BAT sells assets, liabilities on Alfred Dunhill luxury preducts franchise - The Edge Daily,
December 11, 2002 hup://www.theedge.com.my/article.cfm?id=17871

[BAT] has been named the best-managed company in Malaysia for the 3rd consecutive year in
Asiamoney’s annual best managed companies poll this year... This year, the best managed companies
poll was faxed to nearly 3,000 fund managers, chief investment officers and heads of research at fund
management firms, insurance companies and brokerage houses in the Asia Pacific region including
Australia and Japan, Europe and the US. A total of 245 replies from 187 institutions were received.
Source; BAT named best-managed company in Msia for 3rd time
http://biz.thestar.com.my/news/story.asp?{ile=/2002/12/14/business/cgasia&sec=business

[BAT] “expects to increase spending on advertising and promotion after the latest standards and
guidelines governing the marketing of tobacco products are implemented. The new set of marketing
standards, agreed upon last year by the world's three biggest tobacco companies [BAT, Philip Morris
and Japan Tobacco International] would be implemented worldwide. Since these standards will
effectively cut down opportunities available for mass advertising, BAT expects to invest "substantial
amounts” on advertising in certain key sectors such as in its point-of-sale (POS) promotions, through
one-to-one communications with loyal consumers or simply a higher level of personal contact with
consumers, says BAT corporate and regulatory affairs director Sharifah Rozita Syed Sulaiman.”
Source: The Star, December 21, 2002

The Philippines

“Three television commercials with the message that minors can be cool without smoking have begun
airing on local TV networks. Originally aired on a regional basis via MTV-Asia Channel, the Youth
Smoking Prevention (YSP) commercials are now being carried over local terrestrial TV and cable
channel through the efforts of Phillip Morris Philippines Inc.... “The aim of the campaign is to promote
and contribute to an environment where minors are less likely to smoke by featuring aspirational,
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nonsmoking role models that they can relate to and with whom they can identify with,” said Dave
Gomez, PMPh Public Affairs and Communications manager... “As a manufacturer and marketer of
tobacco products, we have a responsibility to society to help in addressing this important issue,”
Gomez said.

Source: Phillip Mortis launches ad telling minors not to smoke, December 16, 2002
htep://www.abs-cbnnews.com/abs_news_body.asp?section=Metro&oid=11312

Vietham

Similar to the strategy in The Philippines, in Vietnam, Philip Morris begun to air its Youth Smoking
Prevention ads on TV.

Source: Viet Nam News, December 19, 2002
hitp://vietnamnews.vhagency.com.vn/2002-12/18/Socio-Culture, htm#Anti-

tobacco%20ad%20targets%20kids
[For material to counter such efforts, see: hitp://www.ash.org uk/?youth]

Worldwide

The Tobacco Reporter provided an account of the CORESTA meeting held in New Orleans, USA in
September 2002, [CORESTA is an industry organization that assist ion the development of research
that is frequently used by the industry in its attempt to undermine tobacco control efforts.] According
to the report, the meeting “was a success” and had 459 delegates from 46 countries and 122
presentations were given. Risk reduction was featured prominently in the congress’ agenda with three
speakers in a plenary titled ‘Cigarette Risk and the Potential for Risk Reduction.” The presentations
were: Toxic Chemicals in Cigarette Mainstream Smoke—Hazard and Hoopla, by Charles Green and
Alan Rodgman, “providing extensive information about the composition of smoke and also placing in
their proper perspective many inconsistencies in the demands exerted on the industry in the name of
public health”; Lung Cancer Risk as a Function of Cigarette Design: Filtraticn, Blend and Yield by
Sam Simmons, “showing the evolution of epidemiologic data in time and its relationship with changes
in cigarette design”; and Less Hazardous Cigarettes; the Dawn of a New Era in the History of Tobacco
by Gio Gori, urging the industry to engage actively in the marketing of cigarettes, that, thanks to
progress made in design, may be considered less hazardous. He felt that governments were under an
obligation to be supportive of such work. The Reporter describes several other sessions held by
CORESTA’s subgroups and tasks forces, mainly in the area of toxicology, exposure biomarkers,
“product evaluation”, behavioral testing (i.e. smoking behavior) and more importantly, how CORESTA
is developing new testing methods of tobacco products. [CORESTA develops testing methods that are
later incorporated by testing agencies worldwide.] Two new task forces were announced: “one on
nicotine intake, and the other on in vitro toxicology testing of tobacce smoke”. Some task forces were
disbanded after accomplishing its objectives. Noteworthy is the end of the ETs Task force. As
described in the article: “The subgroup was set up in 1987 to determine standard methods to measure
ETS, which is a collective term for all of the byproducts of cigarette smoke... Measuring ETS is
especially difficult because it is an extremely dilute and complex mixture that is continually changing.
However, Coresta’s subgroup on ETS took on the challenge of developing standard methods of
measurements... The subgroup successfully produced several studies on ventilation and completed a
vast survey on restaurants. The group also produced three Coresta Recommended Methods: No. 50,
Environmental Tobacco Smoke—Determination of nicotine and 3-ethenylpyridine in the vapor phase;
No. 51, Environmental Tobacco Smoke—Estimation of its contribution to respirable suspended
particles, determination of particulate matter by ultraviolet absarbance and by fluorescence; and No,
52, Environmental Tobacco Smoke—Estimation of its contribution to respirable suspended particles,
method based on solanesol determination. The publication of the three methods marked the end of its
working program.”lt is now expected that these methods will be submitted to [SO for approval as an
international measurement method.)

Source: Turbulent Gathering - Tobacco Reporter. November 2002
http://www.tobaccoreporter.com/current/story | .asp

“British American Tobacco Plc, the world's second-largest tobacco company, rose as much as 4.3
percent buoyed by investor speculation cigarette companies' profits won't be hurt if economic growth
slows.”

Source: Bloomberg News. December 10, 2002

http://quote bloomberg.com/fecgi.cei? T=marketsquote99_relnews ht&s=APFYGOBTROKFUINo
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In the wake of the EU directive banning tebacco advertisement and sponsorship, including F1 as early
as 2003, FIA (the motorsport governing body) had several meetings and are threatening to eliminate all
races in the EU, FIA had agreed to a self-imposed ban on tobacco sponsorship in Formula One from
2006. David Richards, team principal of the BAR-Honda squad which has received over £90m backing
from British American Tobacco since 1999, said: "If the EU sticks to its position there is a very strong
chance we will end up with most of the formula one series taking place outside Europe.” There are
currently eight races within the European Union...The Philip Morris Marlboro brand heads the list with
its investment of about £45m a year in Ferrari..."With Bahrain and China scheduled to hold races in
2004 and interest from both Morocco and South Africa, [and Turkey, Russia, Dubai, Lebanon and
Egypt] plus the possibility of a second race in the USA, we certainly seem on course to move more
fixtures out of Europe," said another team principal. (The difficulty would be for many of those
countries to build a circuit that would meet FiA's stringent safety requirements by 2005)"That will
allow the tobacce companies to transmit their branding back into the EU via the formula one television
coverage." In a letter to the EU Health Commissioner, David Byrne, FIA stated that the decision would
force the sport away from the EU. FIA alleges that some contracts run until 2006 and could not be
broken. BAT's deputy chairman Kenneth Clarke [said] "The tobacco ban will damage the sport,” who
added that BAR's finances are fine for the time being. "It's already become more difficuit to get other
sponsors." BAT has used Formula One to market its Lucky Strike and 553 cigarette brands.
Nonetheless, some analysts believe that FIA is just using the EU ban as an excuse to drop some
European circuits and expand to markets elsewhere, where the sport still has a growing potential, such
as China and the Middle East.

Sources: F1 considers tobacco ban U-turn - Anaova, December 11, 2002
hitp://www.ananova.com/sport/story/sm_726655 html?menu=sport.latestheadlines

Formula One Drops Belgian GP for 2004 - New York Times/AP. December 11, 2002
http://www.nvtimes.convaponline/sports/AP-CAR-F | -Belgian-GP.html

European grands prix may go up in smoke - The Guardian. December 13, 2002
http://sport.guardian.co.uk/formulaone/story/0, 10069,859194.00.htm|

Sporting Life, December 13, 2002

hitp/fiwww sportinglife . com/formulal/mews/story set dor?STORY NAME=others/02/12/13/AUTO T
obacco.htm!

EU decision 'may drive sport out of Europe' - The Times, December 14, 2002
http://www.timesonline.co.uk/article/0,,4-512719.00.himi

Mosley on attack over tobacco ban - The Independent
http://www.independent.co.uk/story.jsp?story=361389

Formula One: The race to ban tobacco ads - IHT, December 27, 2002

“Nearly 15 years after a landmark Japanese study linked secondhand smoke to cancer [the 1981
Hirayama study], a second study appeared and said the original findings were wrong. [1995, in
International Archives of Occupational and Environmental Health] Now, a California professor claims
the rebuttal study failed to acknowledge the heavy behind-the-scenes influence of the tobacco industry
in its production. While the new report doesn't directly challenge the results of the second smoking
study, it does cast doubt on whether its creators were honest about their roles [as the study failed to
acknowledge the involvement of a tobacco industry scientist, a tobacco industry law firm and two
Japanese researchers]... However, a tobacco company spokesman defends the study that challenged the
link between secondhand smoke and cancer, saying it clearly stated it was supported by tobacco
industry funds... The R.J, Reynolds Tobacco Co., the second largest in the United States, was one of
those that contributed money to the 1995 study. In a written statement, company spokesman Seth
Moskowitz says the research "very clearly” noted the tobacco industry’s involvement. "I don't know
who said what to whom. But I do know that, in our opinion, the Hirayama study was seriously flawed,”
Moskowitz says. Philip Morris, which alsc funded the 1995 study, has a policy that its involvement in
tobacco studies -- whether direct or indirect -- should be disclosed, says spokesman Brendan
McCormick, As for the risks of secondhand smoke, "we think the public should rely on what the public
health community has to say,” he adds.” Philip Morris said the documents used in the BMJ article were
genuine but said it had been engaged in a legitimate scientific exercise to test the Hirayama study. A
spokesman said: "This was a valid exercise at the time." A BAT spokesperson said it had made public
its role in the study. "The published report stated unequivocally that there had been financial support
from tobacco companies.”

Sources: Big Tobacco Accused of Manipulating Study - HealthScoutNews, December {3, 2002
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http://story.news.vahoo.com/newstmpl=story&u=/hsn/2002 12 14/hl _hsn/big_tobacco_accused of ma

nipulating_study
Health study 'discredited by secret tobacco plot'. December 13, 2002

http://news.independent.co.uk/uk/health/story.jsp?story=36 1095

Notes: More details on most of the news reported here found at: http://www.tobacco.org/
Globalink News & Information Archives: hitp://member.globalink.org/news

For tobacco companies press releases and statements, including the voluntary marketing code, search
the companies’ websites and related-sites. For example:

R.J. Reynolds: http://www.rirt.com/TI/Pages/Tlcover.asp

Philip Morris: http:/www.philipmorrisusa.com/

Japan Tobacco International: http://www jti.com

British-American Tobacco: http://www.bat.com/

Imperial Tobacco: www.imperialtobacco.com

hitp://www.tobaccojournal.com/
http: /A www tobaccoreporter.com/

For additional information on tobacco industry’s strategy regarding marketing, opposition to
advertisement bans and development of voluntary advertisement codes; utilization of voluntary codes
to oppose smoking restrictions; youth campaigns; utilization of hospitality industry and ventilation as a
[false] “solution” to smoking bans, search the tobacco industry documents sites, mainly Philip Morris
site, and other sites containing industry documents:

www.pmdocs.com (with links to other companies sites)

hitp:/fwww.hith.gov.be.ca/suildford/index.htiml

http://www.neth.ca/Guildford.nsf

http:/fwww library.ucsf.edu/

http://legacy.library.ucsf.edu/
http:/fwww tobaccodocuments.org/

Additional material discussing industry’s strategies related to the above can be found at:
https//www.ash.org.uk/

http://www.no-smoke.ory

http://www.nsra-adnf.ca/

htip://www.cde.cov/tobacco/sitemap.htm

http://tobacco.who.int/

http://tobaccofreekids.orge/
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Important note

In January 2002, the Government of the Islamic Republic of Iran and WHO/EMRO jointly
released Coveting Iran, the first inquiry on the activities of the tobacco industry in the Islamic
Republic of Iran, after which the Iranian government took major steps to combat this serious
problem. It is hoped that this report will contribute to the continuing efforts of the
Government of the Islamic Republic of Iran towards this end.

Tobacco Free Initiative/EMRO acknowledges the efforts of Luk Joossens in writing and
finalizing this report.
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EXECUTIVE SUMMARY

The issue of cigarette smuggling is now high on the agenda of governments and
international organizations. It has been estimated that a third of internationally exported
cigarettes are lost to smuggling. Total revenue lost by governments due to cigarette
smuggling is estimated at US$ 25-30 000 million annually.

Studies of the impact of smuggling show that when smuggled cigarettes account for a
high percentage of the total sold, the average price for all cigarettes, taxed and untaxed,
will fall, increasing sales of cigarettes overall.

The cigarette companies often blame organized crime for the massive amount of
cigarette smuggling worldwide, but much of the organized criminal smuggling that
accounts for the vast majority of cigarette smuggling worldwide has occurred with the
knowledge of the major cigarette companies themselves, and would not occur without
the cigarette companies’ compliance.

In the Middle East, the two main target markets for international tobacco companies are
the Islamic Republic of Iran and Iraq. Both the Islamic Republic of Iran and Iraq
represent huge possibilities for international cigarette companies. Indeed, tobacco trade
journals, internal tobacco industry documents and documents filed in legal actions make
the importance placed on both countries by the entire tobacco industry very clear.

According to trade journals, Cyprus is an important distribution point for American
cigarettes going to the Islamic Republic of Iran through traders in Oman. At the same
time, some of these cigarettes are sold to traders in Turkey who take them into Iraq.
Beirut’s imported cigarettes are distributed to traders and merchants in various countries
in the Middle East and North Africa. It appears that the major customers for cigarettes
distributed from Lebanon are the Islamic Republic of Iran and Iraq. From Beirut to
Dubai or Oman and then on to the Islamic Republic of Iran is the path of some of the
American cigarettes destined for Lebanon. Trucks now carry cargo through the Syrian
Arab Republic to reach the open-air markets in Iraq.

In their legal action against several international tobacco companies, the European
Union (EU) filed in January 2002 documents on cigarette smuggling into Iraq showing
that since the early 1990s, American tobacco companies have distributed their products
from the United States into Iraq. For example, cigarettes produced in the United States
have been shipped to and through ports in the EU to companies in Cyprus for years.
Indeed, since 1996, approximately 50 billion cigarettes have been sent by RJ Reynolds
Tobacco Company (RJR) (and its successor, Japan Tobacco) to Cyprus. Approximately
half of these shipments were exported from Cyprus to Turkey in transit. Many of these
shipments were destined for Iraq.

On 30 October 2002, the EU and ten Member States launched another lawsuit against
RJR. The new EU lawsuit goes far beyond any previous allegations, accusing RJR of
direct complicity in facilitating not only money laundering schemes but also other
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criminal enterprises. Allegations on cigarette smuggling into Iraq were even more
detailed.

The EU allegations on smuggling in Iraq are in line with the well known methods of the
cigarette smuggling scheme:

—  Exports of billion of cigarettes from major tobacco manufacturers.
—  Complex transport routes in order to complicate investigations.

- Off-loading and re-loading of containers and removing marks and numbers from
products to prevent their being traced.

- Frequently switched bank accounts to cover up actions.

- Operations led from Switzerland, a country protected by bank secrecy and
business privacy laws.

- Offshore companies located in Liechtenstein.
- Use of tax-free harbours such as Mersin in Turkey.

Internal tobacco industry documents describe in great detail the monitoring of
smuggling operations and the illegal character of the transit (smuggling) trade in
Lebanon and the Syrian Arab Republic. Several documents stipulate that it is unwise for
the tobacco companies to have direct links with the transit trade.

The objective of each company is to sell more products and make higher profits.
Penetrating new markets and increasing the market share of its products is part of the
strategy to achieve this objective. An obstacle for muitinational tobacco companies are
trade restrictions and/or embargoes. Some markets are closed to foreign companies or
allow imported cigarettes only under certain strict conditions. Where there are high
tariffs or a state monopoly, international cigarettes will be smuggled into the country,
weakening the position of the state monopoly and delivering the market into the hands
of the multinationals.

While illegal imports may be an option in order to penetrate a market, the ultimate goal
in the long term is to obtain official imports or production. The strategy of the
international tobacco companies in the Islamic Republic of Iran became a success story
in 2002, when the state tobacco authority signed an import and production deal with
four cigarette companies in a bid to cut down cigarette smuggling. It is a clear example
of how successful this strategy of international tobacco companies can be. The stages of
the strategy are:

1.  Penetrate the market through illegal imports.
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Weaken the state monopoly by reducing the market share of domestic brands and legal
sales.

Convince the authorities to privatize or to open the market.
Authorize the legal import and/or production of foreign brands.
Stop fuelling the illegal market and take over the market in a legal way.

If tobacco smuggling is to be tackled successfully it will require international
collaboration. The likeliest mechanism for achieving this is the WHO Framework
Convention on Tobacco Control (FCTC). In the text of the FCTC, article 15 deals with
illicit trade of tobacco products, including markings, monitoring, data collection,
cooperation, penalties, confiscation and licensing.

Manufacturers should be required to have covert and overt markings on all packages of
tobacco products that would identify manufacturer, date and location of manufacture,
and another identifier that would show the chain of custody—wholesaler, exporter,
distributor and end market. The onus should be placed on the manufacturer (through
record keeping, and tracing and tracking systems) to prove that the cigarettes that leave
the factory arrive in their intended end market.

The way to combat smuggling is not to reduce taxes, but rather to control the supply of
illegal cigarettes.
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1. INTRODUCTION

The tobacco industry have argued that tobacco smuggling is caused by market forces,
through the price differences between countries, which create an incentive to smuggle
cigarettes from “cheaper” to “more expensive” countries. They have urged governments to
solve the problem by reducing taxes, which will also, they say, restore revenue. The facts
contradict these assertions. In fact, smuggling is more prevalent in “cheaper” countries, and
where taxes have been reduced (in Canada and Sweden for example) consumption has risen
and revenue has fallen.! However the new WHO Framework Convention may at last promote
control of tobacco smuggling at the level at which it must be tackled—globally.

Tobacco smuggling has become a critical public health issue. It affects public health by
bringing tobacco onto markets cheaply, making cigarettes more affordable and thus
stimulating consumption, thereby increasing the burden of ill health caused by its use. It is not
a small phenomenon. It is estimated that globally, one-third of legal cigarette exports
disappear into the contraband market. This is an extraordinary proportion, resulting in the
second key effect of smuggling: the loss of thousands of millions of dollars of revenue to
government treasuries. Total lost revenue by governments due to cigarette smuggling is
estimated at US$ 25-30 000 million annually.?

Cigarette smuggling occurs in all parts of the world, even in regions where taxes are
low. One internal document of the British American Tobacco (BAT) company3 estimated that
324 billion, or nearly 6% of world cigarette sales of 5400 billion, were duty not paid (DNP)
cigarettes, an industry term for contraband (see below). Eastern Europe and the Asia-Pacific
region account for the majority of this at about 85 billion each, though Western Europe was
also significant at about 50 billion. In relation to total market sales, DNP volumes are largest
in Eastern Europe (around 13%), and Africa and the Middle East (around 12%), but are also
significant in Latin America (around 9%) and Western Europe (around 7%). Western Europe
has the highest prices in the world, four to five times higher in 1996 than in Africa, the Middle
East or Eastern Europe. However, despite these high prices, smuggling is on average lower
than in other regions of the world. In other words, cigarette smuggling is not principally
caused by “market forces”. It is supply driven, caused mainly by fraud through the illegal
evasion of taxes.

Yet the tobacco industry has lobbied governments to reduce tobacco tax, arguing that to
do so will solve the smuggling problem and increase government revenues. This is not true.
When the Canadian government reduced cigarette tax in response to industry pressure the
results were disastrous. The real significance of tobacco smuggling is that it not only makes
tobacco available cheaply, it also sabotages national tobacco taxation and tobacco control
strategies. '

2. KEY ELEMENTS OF SMUGGLING

There are two main types of smuggling: bootlegging and large-scale organized
smuggling. Their main differences can be summarized in the following way.
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The term “bootlegging” was used in the nineteenth century to refer to the smugglers’
practice of hiding bottles in their boots.* We use the term to describe the smuggling activities
of individuals who illegally import small quantities of products. It involves, for instance, the
purchase of cigarettes and other tobacco products in low tax jurisdictions in amounts that
exceed the limits set by customs regulations for resale in high tax jurisdictions. In general,
bootlegging involves transporting cigarettes over relatively short distances (for example,
between neighbouring countries and other nearby jurisdictions). As with legal activities,
significant price differentials between jurisdictions create incentives for bootlegging.

Bootlegging is a problem in some regions of the world, but huge price differences
between neighbouring countries are uncommon and the market share of bootlegged tobacco
products is much smaller than the market share of large-scale smuggled tobacco.

Large-scale organized smuggling (or container smuggling), in contrast, involves the
illegal transportation, distribution, and sale of large consignments of cigarettes and other
tobacco products, generally avoiding all taxes. This type of smuggling usually involves
millions of cigarettes, smuggled over long distances.

Large-scale smuggling is encouraged by the presence of criminal organizations and is a
relatively sophisticated system for distributing smuggled cigarettes at local level. It is hugely
aided by the lack of control of the international movement of tax-free cigarettes. This large-
scale organized smuggling is the major problem and is not caused by differences in the price
of tobacco products. Significant sums of money are involved. Large-scale smugglers transport
containers of 10 million cigarettes. A container of 10 million cigarettes can be bought without
taxes “in transit” for US$ 200 000, but has a current fiscal value (import taxes, excise duties
and VAT) that is three to ten times higher. Large-scale smugglers operate in all parts of the
world, as the container transport costs are small compared to the market value of their goods.

The most common way to buy tax-free cigarettes is to buy cigarettes under the “in
transit” regime. Transit is a concession system aimed at facilitating trade. Its essence is to
allow the temporary suspension of customs duties, excise and VAT payable on goods
originating from and/or destined for a third country while under transport across a defined
customs area. However, many containers disappear during their international transport and
never arrive at their final destination.

The key points about container fraud are that it is highly organized and that the
cigarettes are supplied to the illegal market by the tobacco manufacturers through (legal)
exports to countries where they have no market. They are transported from these countries
(often by circuitous and complex routes) into the target contraband market to be sold illegally,
at half to one-third of the legal price. They can be sold on the illegal market without taxes.
These fraudulent transactions typically involve several separate buyers between the initial first
buyer and their disappearance from legitimate circulation.

Smuggling, therefore, mainly involves cigarettes that are duty suspended under the
transit regime and that disappear during their international transport. Most of these cigarettes
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are classified in world trade statistics as missing. [t has been estimated that a third of
internationally exported cigarettes are lost to smuggling (see Table 1).

The different steps of the smuggling scheme are:
Manufacturing at one of the (often international) tobacco companies

Legal export of one or more consignments to a trader who is not located in the final
country of destination and who buys the cigarettes without taxes under the “duty
suspended” transit regime.

Playing hide-and-seek with the customs authorities: exporting and importing the
containers in different locations around the world during a short period of time. The
object of these operations is to make the final owner untraceable, and to make the links
between successive owners as obscure as possible.” Payments often have to be made in
cash or from well-known tax havens and countries favouring bank secrecy.

Transfer from the legal transit regime to the illegal circuit in a location known for its
lack of surveillance. Containers with cigarettes are off-loaded and re-loaded onto other
containers with a cover load. Typically the cigarette cartons are buried underneath other
products (for example, paper towels, shoes, furniture, clothes, pizzas), and the
containers are officially as being full of “pizzas”.

[ltegal transport of the cover loaded cigarettes to the intended contraband market.

Illegal selling through a sophisticated distribution network in the intended contraband
market.

Table 1. World cigarette imports and exports (billion pieces)

Year Imports Exports
1990 418 543
1992 568 804
1994 886 1156
1996 607 1047
1997 603 1069
1698 610 1031
1999 583 886
2000 618 907
2001 622 898
2002 (estimate) 624 929

Source; United States Department of Agriculture, September 2002
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3. THE ROLE OF THE INDUSTRY

According to the World Bank report, Curbing the epidemic: governments and the
economics of tobacco control,® economy theory suggests that the industry itself will benefit
from the existence of smuggling. Studies of the impact of smuggling show that when
smuggled cigarettes account for a high percentage of the total sold, the average price for all
cigarettes, taxed and untaxed, will fall, increasing sales of cigarettes overall.

Despite its professed opposition to criminal activity, the tobacco industry benefits from
smuggling in several ways:

. Smuggling stimulates consumption both directly (through the street sale of cheap
cigarettes) and indirectly (through pressure to lower or keep down taxes);

. The threat of smuggling has been used to avoid trade barriers or force open new
markets.

The cigarette companies ‘often blame organized crime for the massive amount of
cigarette smuggling worldwide, but much of the organized criminal smuggling that accounts
for the vast majority of cigarette smuggling worldwide has occurred with the knowledge of
the major cigarette companies themselves, and would not occur without their compliance.
These facts have been established largely through previously secret, internal cigarette
company documents, which have become available through various lawsuits against the
companies. The documents describe extensive knowledge, oversight, and support of
smuggling by the transnational cigarette companies in numerous countries. However, only a
small portion of the smuggling-related documents uncovered to date have appeared in the
press or elsewhere.’

Additional documents in the tobacco lawsuit document depositories that chronicle the
companies’ involvement in international cigarette smuggling may yet be discovered—and
others may currently exist only in the files of the cigarette companies, if the companies have
not already destroyed them. Cigarette company documents do not use the term “smuggling”,
but instead use euphemisms or code words for the activities whose meaning is clear. Where
the paper record of cigarette company knowledge and participation in cigarette smuggling has
been uncovered, cigarette company euphemisms or code words for smuggling are the norm. 8

Two common euphemisms are: duty not paid (DNP) and transit. Here are a few
examples:

. ‘With regard to the definition of transit it is essentially the illegal import of brands from
Hong Kong, Singapore, Japan, etc., upon which no duty has been paid. To my
understanding this is most prevalent in the south of Taiwan. ..’ °

. ‘Contraband is 9% of the Argentine cigarette market and 46% of the Market in the NEA

[North-East Argentina] DNP [duty not paid] cigarettes are a fact of life and almost
institutionalized.”'
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. ‘[The DNP market] is the volume of cigarettes produced in Venezuela, exported (mainly
to Aruba) and re-entering Venezuela as transit plus transit cigarettes produced elsewhere
(mainly Ecuador and Brazil).” !!

In a 1993 document, a British American Tobacco (BAT) employee provides a list of
questions and answers on overseas trade:

. Question 10: What is transit trade?
Transit trade is the movement of goods from one country to another without the payment of taxes and
tariffs. It is more commonly known as smuggling.

. Question 11; Are you aware of cigarette smuggling?

Yes, smuggling of popular goods which attract high taxes has been ongoing for centuries. Cigarettes, like
alcohol are smuggled into many parts of the world,
. Question 12; 1s BATco a willing party in smuggling activity?

Ne. We do not condone smuggling. Because of excessive taxation and trade restrictions/embargoes
smuggling is inevitable.
. Questien 14: Where is smuggling most prevalent?

Far East, Latin America, Central and Eastern Europe and Africa.'?

The link between the transit trade and smuggling is clear in this document: transit is
another word for smuggling. According to this document, smuggling is “caused” by high
taxes, but surprisingly seems to be more prominent in low tax regions.

4. CIGARETTE SMUGGLING IN THE MIDDLE EAST

In the Middle East, the two main target markets for international tobacco companies are
the Islamic Republic of Iran and Iraq:

The Middle East Cluster consists of 12 countries with a total population of 145 million at rates in excess
of 3% per annum. Five countries viz iran, Iraq, KSA (Kingdom of Saudi Arabia), Syria and Yemen account for
90% of the population. . . . The total cigarette market is estimated at 108 billion cigarettes. This could be under
estimated by 15-20 billion, mainly in Iran and Iraq where information (as in Yemen) is poor. 49% of the volume
is in Iran (26%), Traq (15%) and Yemen (8%) which have been neglected by us in the past, and where we are our
share is either insignificant (Iran and Iraq) or zero (Yemen).

Both the Islamic Republic of Iran and Iraq represent huge possibilities for international
cigarette companies. Indeed, many of the tobacco industry’s once secret internal documents—
documents obtained from court proceedings in the United States—make the importance
placed on the Islamic Republic of Iran by the entire tobacco industry very clear.'*

Several reasons for the interest in the Islamic Republic of Iran apply to all the major
tobacco companies: (1) a large population; (2) rising living standards; (3) moderate cigarette
consumption levels leaving room for growth; and (4) a worldwide trend towards a diminished
role for state tobacco monopolies. Moreover, the Islamic Republic of Iran is conveniently
located, wedged between the tobacco industry’s established smuggling centres in the Middle
East and the burgeoning tobacco markets in the subcontinent and the former Soviet Union.
The documents suggest that the multinational tobacco companies saw the Islamic Republic of
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Iran not only as a market, but also as a conduit for the supply of contraband cigarettes to other
. 13
countrics.

Overall, the tobacco industry’s documents suggest that the Islamic Republic of Iran was
viewed by the global cigarette companies as a battlefield where the national tobacco
monopoly could be duped, government officials could be misled, and the physical health of
Iranians could be sacrificed for the financial health of the companies’ shareholders.'®

The attractiveness of the Islamic Republic of Iran is underlined by a recent article in a
tobacco trade journal: ‘Iran is the largest consumer in the Middle East and this includes
significant cigarette consumption. An estimated 45 billion units are sold each year and
consumption is growing at an annual rate of 1 percent.’ 7

Iraq is another attractive market for tobacco companies. In a 1990 BAT document, the
Iraqi market was described in the following way:

Subsequent to the lifting of trade sanctions, every effort will be made to tap this large and predominantly
Virginia market (30+ bns total market which is undersupplied by at least 5 bns per year) with our international
brands — firstly Benson & Hedges, subject to maximum assurance that stock will not be redirected.

British brands were already present in Iraq twenty years ago:

Iraqi smokers developed a fondness for British cigarettes some decades ago. During the early 1980’s the
United Kingdom was an important supplier of Iragi cigarette imports. British cigarette exports to Iraq average
$48 mn during 1979-81, and $37 mn annually during 1982-84."

Cigarettes from the USA, Germany and Greece found their way to the illegal markets in
the Islamic Republic of Iran and Iraq. Internal tobacco documents, tobacco trade journals and
current lawsuits describe the transit routes used.

4.1 Tobacco trade journals

Both Cyprus and Lebanon have been important importers of American cigarettes (Table 2).

Table 2. American exports of cigarettes to Cyprus and Lebanon (million cigarettes)

Year Lebanon Cyprus
1995 10 098 7473
1996 11713 9488
1997 10 938 9949
1998 10938 5321
1999 5736 6164
2000 4227 6920
2001 5717 4453

Source: United States Department of Agriculture
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In tobacco trade journals, it was acknowledged that the final destinations of these
cigarettes are not Cyprus or Lebanon, but rather the Islamic Republic of Iran and Iraq:
‘Cyprus is an important distribution point for US cigarettes going to Iran through traders in
Oman. At the same time, some of these cigarettes are sold to traders in Turkey who take them
into Iraq.”® And:

Beirut’s imported cigarettes are distributed to traders and merchants in various countries in the Middle
East and North Africa. . . . It appears that the major customers for cigarettes distributed from Lebanon are fran
and Iraq. . . . From Beirut to Dubai or Oman and then to Iran is the path of some of the US cigarettes destined for

Lebanon. Trucks now carry cargo through Syria to reach the open air markets in Iraq, like the elaborate facility

in Mosul '

Not only American companies are exporting to Cyprus: the British tobacco industry has
considerably increased its exports to Cyprus from 89 million cigarettes in 1996 to 35404
million in 2000.%2

Finally, the Greek cigarette industry has also been exporting more and more to the
Middle East during recent years, as outlined in Table 3 and the following quotes.
Moultinationals such Philip Morris (PM), BAT and JT International (JTI) account for around
half of Greek cigarette output.

Table 3. Cigarette exports from Greece to Turkey, Cyprus and Jordan in 1999 and 2000
(t(mnes):"3

Country 1999 2000
Turkey 1720 4144
Cyprus 1338 2608
Jordan 2198 2041

Many Greek cigarettes purchased by Turkish transit traders are delivered to customers in the Middle East
countries. Trucks moving trough the Silopi Pass into Iraq probably transport over a third of the Greek cigarettes
shipped to Turkey. . . . fran is another large market for Greek ciz%arettes. Traders in Turkey, Cyprus, and some
other countries deliver cigarettes to many small traders from Iran.

Turkey has been a leading source of cigarettes and other goods imported into Iraq. . . . Cigarettes from
Greek factories (including some major American brand names) have taken up the slack left by a lack of US made
cigareties entering Iraq in the last two years. . . . Many of the cigarettes delivered by trucks passing through
Silopi Pass from Turkey into Iraq are exchanged for diesel purchased in Irag. Iraq obtains cigareties from
distributors in Cyprus, United Arab Emirates, Oman, Russian Federation and Europe, but Turkey appears to be
the major transit route.

In 2001, local cigarette production in Iraq was estimated at 5700 million cigarettes and
imports at 10 700 million cigarettes (Table 4). The source of the imported cigarettes was
Greece (3200 million), Turkey (2900 million), Jordan (1100 million), Cyprus (700 million)
and other transit (2800 million).?’
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Table 4. Iraq: estimated source of imported cigarettes by quantity during 1990-2001
(million pi(:ces)28

Year Turkey Greece Cyprus Jordan Other Total transit
transit transit
1990 400 170 200 2300 980 4050
1991 600 300 220 1100 950 3170
1992 500 430 290 900 700 2820
1993 900 370 340 660 500 2770
1994 1100 350 400 500 675 3025
1995 1250 300 660 600 500 3310
1996 1300 450 780 800 400 3730
1997 1600 500 800 700 700 4300
1998 2000 800 970 900 1800 6470
1999 2500 1200 1100 1300 2600 8700
2000 2800 2095 1200 1200 3600 10 895
2001 2900 3200 700 1100 2800 10 700

4.2 Lawsuits

In their legal action against several international tobacco companies the EU filed in the
United States District Court, Eastern District of New York, in January 2002 documents on
cigarette smuggling into Iraq:

Since the early 1990s, United States tobacco companies have distributed their products from the United
States through the European Community and into Irag. For example, cigarettes produced in the United States
have been shipped to and through ports in the European Community, including Valencia, Spain, to companies in
Cyprus, including Audeh Trading for years. Indeed, since 1996, approximately 5 000 000 master cases (50
billion cigarettes) have been sent by RJR (and its successor, Japan Tobacco) to Cyprus (Audeh Trading/ICBS).
Approximately one-half of such shipments were exported from Cyprus to Mersin, Turkey in transit. For many
years, RJ Reynolds Tobacco International SA (Geneva) provided consignments to Cypriot companies, often for
massive amounts of Winston brand cigarettes. Part of the scheme was to falsely declare that the shipments
were destined for export (i.e., to “Russia”) when, in fact, the products were destined for countries outside of
Cyprus and Russia (i.e., [raq). It is hard to exaggerate the scope of the scheme inasmuch as since August 1999 —
during a time when both RJR and Japan Tobacco had responsibility for management or oversight of the
operations — approximately 570 000 master cases (or 5.7 billion cigarettes) were distributed through Cyprus.
Substantial percentage of those cigarettes was delivered to and through ports in the European Community,
including Valencia, Spain. As shown below, many of these shipments were destined for Irag.

RJR and Japan Tobacco International S.A. distributed hundreds of container loads of cigarettes from
Puerto Rico, to Valencia, Spain, to Limassol, Cyprus, to Beirut, Lebanon, to Mersin, Turkey, which products
were then offloaded onto trucks and shipped overland to the Habur border crossing, and sold into Iraq. This
scheme has been in place since at least August 1999, at a time when RIR managed operations for Japan Tobacco
under contract. As one example of this scheme, the accompanying proffer shows how RIR/Japan Tobacco
manufactures products in the United States and ships them to Spain, and then to Cyprus, for ultimate delivery
into Iraq.
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The steps of this scheme may be summarized as follows:

1. Japan Tobacco, located in Puerto Rico and acting under license of RJR, shipped containers of Winston
brand cigarettes from the United States to Valencia, Spain by cargo ship.

2. In Spain, the containers were off-loaded and later re-loaded onto a second vessel using the Spanish port
facilities. From Spain, the containers were shipped to Cyprus.

3. In Cyprus, the containers were unpacked and the Winston brand cigarettes were reloaded into new
containers, bearing different markings

4, Subsequently, the containers containing the Winston brand cigarettes were exported from Cyprus, with
“Russia” as the declared country of final destination.

5. The five forty-foot containers with the Winston brand cigarettes (packed with 5,340 master cases) were
shipped to Lebanon and then to Turkey.

6. "l"hose2 gl\-'e containers were then shipped overland through Turkey to the Habur border crossing and into
Iraq.”

The EU allegations on smuggling into Iraq attracted wide media coverage as they
concerned billions of cigarettes, exported by an American company to a country under
embargo and considered by the United States government to be their enemy number one. The
lawsuit led to the following editorial in The Washington Post.

Organizations that violate US sanctions on Iraq cannot usually expect sympathy from the Bush
administration. Nor can groups that collude with Russian mobsters or Colombian drug gangs. If the ailegations
recently filed by 10 European governments in a New York district court have merit, R.J. Reynolds Tobacco
Holdings Inc. (RJR) has run a smuggling conspiracy involving all three offences. Even so, the Bush
administration persists in siding with RJR and the other cigarette giants in international tobacco-contro!
negotiations convened by the World Health Organization.

In a front-page article of the leading United States financial newspaper, The Wall Street
Journal, the EU complaint was described as follows:

RJR-brand cigarette sales into Iraq dramatically increased from 1997 to 2001, with many of the cigarettes
manufactured in Puerto Rico, according to people familiar with the EU’s investigation, The paperwork
accompanying some of those shipments states: “United States law prohibits distribution of these commodities to
North Korea, Vietnam, Iraq or Cuba unless otherwise authotized by the United States.” In recent months, Japan
Tobacco for the first time sought and received U.N. permission to sell cigarettes in Iraq. These sales aren’t
subject to United States law, because the company closed its only plant on United States soil, which was located
in Puerto Rico; Japan Tobacco’s cigarettes bound for Iraq are now made in Europe. These cigarettes still flow to
Kurdish-controlled Northern Iraq. However, at this point their final destination is murky. It now appears that
many of them are smuggled to the Islamic Republic of Iran, which some traders consider a more lucrative market
than Baghdad. Every day, young Kurds bearing large canvas backpacks stuffed with cartons of cigarettes make
daily climbs along the mountainous routes into the Islamic Republic of fran. “It is constant, non stop,” says one
Kurdish businessman who witnessed waves of backpackers smuggling Winstons last month, adding that they’re
paid about $10 per trip. According to UN records, Japan Tobacco got approval to sell 401 000 master cases of
Winston, Magna and Winchester — more than five billion cigarettes — to Kani, the Kurdish tobacco monopoly,
via Mr. Audeh and a Turkish distributor. The KDP spokesman called the amount requested by Japan Tobacco
“huge” and far more than the 3.7 million Kurds possibly could smoke. “You'd have to find babies in their cradles
smoking,” he says. Asked for his view of where the cigarcttes might be ending up, Guy Cote, Japan Tobacco’s
spokesman in Geneva, says: “[ don’t have a clue.”
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On 30 October 2002 the EU and ten Member States launched another lawsuit against
RJR. The new EU lawsuit goes far beyond any previous allegations, accusing RJR of direct
complicity in facilitating not only money laundering schemes but also other criminal
enterprises. Allegations on cigarette smuggling into Iraq were even more detailed, as
illustrated in these extracts:

Throughout the 1990s, the RJIR DEFENDANTS committed an array of crimes, including money
laundering, by selling United States-made cigarettes into Iraq in violation of United States law. The means by
which this money-laundering operation was conducted include the following: The RIR DEFENDANTS
maintained a long-term relationship with an individual known as Issa Audeh. Issa Audeh had previously been an
employee of RJ.REYNOLDS TOBACCO INTERNATIONAL, INC. In the 1980s, Audeh served as Regional
Director, Middle East/Near East Region for RJR. Around the late 1980s or early 1990s, Issa Audeh set up a
group of companies located in Cyprus, including Audeh Trading and Consultancy Service and IBCS Trading and
Distribution Company Limited (“IBCS™). ...

In late 1989 or early 1990, the RIR DEFENDANTS and Issa Audeh entered into an agreement with an
individual known as Abdel Hamid Damirji for the purpose of distributing RJR products in Iraq. Through his
Liechtenstein corporation, Tradinter Middle East Development Establishment, Abdel Damirji worked with the
RJR DEFENDANTS and Issa Audeh to establish RJIR products and the RJR product name in [raq. In the fall of
1990 after the Iraqi invasion of Kuwait, Abdel Damirji transferred his cigarette sales operations to Jordan with
the approval of the RJR DEFENDANTS for the purpose of supplying the [raqi market with RJR cigarettes from
Amman. The RIR DEFENDANTS, through their officer or employee, Edward Touma, as part of RJR’s “Special
Markets-Middle East-Near East” division, in written and/or telephonic communications with Abdel Damirji,
arranged a procedure by which Abdel Damirji would purchase RJR cigarettes from RIR through Issa Audeh in
Cyprus. At times when Abdel Damirji needed more RIR cigarettes than could be supplied through 1ssa Audeh’s
companies, Abde! Damirji obtained his RIR cigarettes directly from RJR. For example, in June 1991, the RIR
DEFENDANTS sold and delivered directly to Abdel Damirji seven full air-cargo shipments consisting of
approximately 17 000 master cases of RIR cigarettes. (There are 10 000 cigarettes in a master case.) Between
March 1991 and September 1992, Abdel Damirji purchased at least six hundred thousand master cases of
cigarettes, either directly from RIR or from Issa Audeh. . ..

Between 1993 and 1995, the aforesaid agreement remained in place and Abdel Damirji acted as the
exclusive distributor of RJR products in [raq. During this period, hundreds of millions of dollars of RIR
cigarezttes were purchased by Abdel Damirji frem the RIR DEFENDANTS and were sold and distributed in
Iraq.

The EU allegations on smuggling in Iraq are in line with the well-known methods of the
cigarette smuggling scheme:

Exports of billion of cigarettes from major tobacco manufacturers.
o Complex transport routes in order to complicate investigations.

. Off-loading and re-loading of containers and removing marks and numbers from
products to prevent their being traced.

. Frequently switched bank accounts to cover up actions.
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. Operations led from Switzerland, a country protected by bank secrecy and business
privacy laws.

. Offshore companies located in Liechtenstein.
. Use of tax-free harbours such as Mersin in Turkey.

In the EU lawsuit against RJR, the main motive behind smuggling—“the race for
market share”—is explained in the beginning of the filed documents:

Throughout the [990s and continuing to the present day, the RJR DEFENDANTS have undertaken
extensive efforts to increase their market share and to expand the sales of their products throughout the world.

To accomplish this end, the RIR DEFENDANTS have actively engaged in the sale of their products to
criminals and/or criminal organizations, which can purchase goods with their criminal proceeds only if the
payments for those goods are made covertly so as to avoid detection by law enforcement. . . . The RIR
DEFENDANTS have controlled, directed, encouraged, supported, and facilitated the activities of the criminals
who purchase their products. The RJIR DEFENDANTS have collaborated with criminals, directly and indirectly,
and have sold cigarettes to persons and entities that they know or had reason to know were laundering criminal
proceeds through the purchase of cigarettes.

By engaging in this illegal conduct the RJR DEFENDANTS have achieved multiple benefits for
themselves, including but not limited to the following:

(@  The RJR DEFENDANTS have increased their cigarette sales because they have new and additional
customers, namely, the money-launderers and the criminal organizations they service.

(b) The RIR DEFENDANTS have increased their profit margins because they require the criminals to pay a
premium for their cigarettes and/or subject the criminals to sales and credit terms that are more favourable
to the RIR DEFENDANTS than those granted to legitimate customers,

(¢) The RJR DEFENDANTS have increased their market share by adding to their customer base to the
detriment of their competitors.

(d) The RIR DEFENDANTS have enhanced the market value of their tobacco operations, while decreasing
the market value of their competitors’ operations.3

The tobacco industry has always claimed that high taxes are the main cause of
smuggling. However, as the trade journal Tobacco International observes in its article on Iraq:
‘No taxes are levied on cigarettes in Iraq. Government income from petroleum revenues tends
to limit efforts to collect taxes from the ways some countrics do.”* Smuggling in Iraq is not
caused by high taxes, but by the competition of tobacco companies to increase the market
share of their international cigarette brands.

RJR and JTI are not the only companies that have been accused of smuggling into Iraq.
Almost a thousand police and customs agents raided the Hamburg offices of the German
tobacco company, Reemtsma Tobacco, on 14 January 2003 on suspicions that the German
cigarette manufacturer, which is owned by Imperial Tobacco Group, channelled cigarettes
onto the black market and breached the UN trade embargo on Iraq.
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[nvestigations have been opened into at least one board member and several other senior
executives. The primary suspicion, outlined in a statement from the prosecutor’s office in
Essen, is that Reemtsma Tobacco transferred millions of untaxed cigarettes from German
ports to third countries and then allowed them to be smuggled back into Germany. One of the
destinations was Iraq. The company is being investigated not only for money laundering and
tax evasion but also for sanctions busting.*’

4.3 Tobacco industry internal documents

Tobacco industry internal documents also describe Cyprus as the traditional transit point
for cigarettes into the Middle East. Documents obtained by the Center for Public Integrity
show that as carly as 1976, BAT s American subsidiary Brown & Williamson employed the
services of Kental Traders Ltd. of Cyprus to handle DNP or “transit” cigarettes into Ethiopia,
Jordan, Somalia, Sudan, Syrian Arab Republic, Turkey and Yemen with hope of opening
routes into the Islamic Republic of Iran and Iraq.*

BAT and Brown & Williamson’s long-term involvement in what their own documents
indicate was an illegal business became evident when two separate quarrels arose in 1983
involving Kental Traders Ltd. and rival tobacco agents fighting over the smuggling trade in
Lebanon.”

The first quarrel was over 2970 cases of BAT cigarettes smuggled into Lebanon by
Kental Traders Ltd. BAT had contracted with Kental Traders Ltd. to pay a Lebanese trader
named Souren Khanamirian US$ 2 for every case of cigarettes smuggled into Lebanon. At the
time, Khanamirian was a board member of The Regie, Lebanon’s government-controlled
tobacco monopoly. Documents obtained by the Center for Public Integrity show that
Khanamirian complained in 1983 to BAT that he had not received his commission on the
shipment. BAT settled the matter in March 1983 by paying the commission from its own
accounts directly to Khanamirian. BAT then billed Kental Traders Ltd. for reimbursement.
The BAT document notes that Khanamirian was paid a commission for ‘transit deliveries that
go to Lebanon.”*®

The second quarrel broke out in 1984 in the midst of the Lebanese civil war when
Brown & Williamson’s official agent in Lebanon, Albert Abela, was found to be selling DNP
cigarettes in Lebanon and Syria.”

Concerned that Abela was selling DNP cigarettes in his own territory, Kental Traders
Ltd. wrote to Brown & Williamson that:

. . . your Lebanese agent should not be involved directly or indirectly because by participating in the
transit business, which is unlawful and a criminat offence in Lebanon, when the time of normalization will come,
both Abela and Brown and Williamson might have catastrophic repercussions and of course being black-listed.

This is the reason why Philip Morris, RJ Reynolds and other companies never involved their Lebanese
agents directly or indirectly in the transit business.*
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This letter is interesting as it implies that the traders know that the transit business is
illegal and that it is not wise to have direct links between the transit trade and the tobacco
companies. In internal correspondence of Brown & Williamson between WL Telling and RJ
Pritchard concerning the Abela case, Telling would defend the same ideas:

The region is also concerned that Brown & Williamson is at considerable risk by selling to an official
agent in Lebanon, who is directly involved in DNP ex-Cyprus. Brown & Williamson is the only major cigarettes
manufacture who is in this position and could be prohibited from doing business in Lebanon if Syria or the
fundamentalist Moslems gain control of the Government and effective work with the Regie to reduce transit, :

Brown & Williamson was monitoring the transit operations in Lebanon very closely:
‘cigarettes supplied to Kental and Pelligrini [the organization of Abela] are separately coded
and consequently identifiable when found in markets other than intended by Brown &
Williamson.” And decided: ‘The Lebanese transit market is insufficient to support the
activities of two transit agents.’**

Monitoring of the transit trade by tracing tdentifiable codes on the packs in specific
markets was not unusual, even if it was recognized in a BAT letter that ‘wholesalers are very
wary when it comes to illegal stocks and therefore I cannot confirm or otherwise whether this
code is actually available with the wholesalers.”™

In other correspondence, the delicate characteristic of the “transit” and DNP trade in
Lebanon is also stressed. In internal correspondence of Brown & Williamson between WL
Telling and JR Anders, the following comment is made:

We received warnings from the Regie at least twice a year regarding DNP stock. With the thousands of
cases of L&M, Chesterfield and other brands being sold through DNP into Lebanon, [ would be surprised if two
containers of KDL {Kent de Luxe) provoked the latest Regie warning sent to _manufacturers.44

Smuggling into the Syrian Arab Republic seems to occur through Lebanon, mostly from
Cyprus, as explained in a note of Kental Traders Ltd: *‘So in 1976 we brought to Cyprus from
Lebanon and Syria the professionals in the transit business and we organized a very well
studied plan to cover the whole territory of Lebanon and also the penetration into Syria.’ Total
sales out of Cyprus to Lebanon/Syrian Arab Republic from all tobacco companies in the
period 1976 to June 1984 was estimated at 38.6 billion cigarettes (of which 27 billion were
from Philip Morris, 4.4 billion were from RJR and 5.2 billion were from Brown &
Williamson).*

In a document from Emil Schildt (the BAT transit coordinator located in Hamburg) on
the company World Wide Corporation/ Charles Hadkinson, it is noted that:

CH {Charles Hadkinson) stated the destinaticn for the 1st 17 MIO. BHSF (Benson & Hedges Special
Filter) to be Syria. As it is known Syria has a Tobacco Regie and no financial possibilities to import cigareties
officially. Although CH confirmed to be able to bring the cigarettes illegally into the Syrian market, i.e. via
Lattakia/%yria, this is definitively impossible. The only way in this case would have been possible via
Lebanon.
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Both the possible and impossible illegal routes to the Syrian Arab Republic were
described in the internal BAT documents.

5. A MARKETING STRATEGY DILEMMA: LEGAL OR ILLEGAL IMPORTS?

The objective of each company is to sell more products and to make higher profits.
Penetrating new markets and increasing the market share of its products is part of the strategy
to achieve this objective. An obstacle for multinational tobacco companies is trade restrictions
and/or embargoes. Some markets are closed to foreign companies or allow imported cigarettes
only under certain strict conditions. Legal imports may, for instance, only be authorized after
the payment of high import tariffs or through expensive licensing schemes, which could result
in legally imported products that are non-competitive. The avoidance of import restrictions
may result in high smuggling rates. Tobacco companies consider that these smuggling rates
are beyond their control as they are “not responsible for policing borders”. In cases of high
tariffs or a state monopoly, international cigarettes will be smuggled into the country,
weakening the position of the state monopoly and delivering the market into the hands of the
multinationals. The choice between using legal or illegal imports to penetrate a specific
market is often discussed in the internal tobacco industry documents.

In a document of the Sorepex Company (a company with whom BAT has a close
relationship in Africa) to BAT, two possibilities for the transit trade in Chad are discussed:
either transit trade with a legal licence, which would make the price of the cigarettes non-
competitive, or transit trade without licence, which would mean an illegal transfer of money.*’

In a BAT report on the status in Viet Nam, the advantages of legal and illegal imports
are described in the following way:

Cigarette imports were banned 6 years ago. Smuggled sales into Vietnam are currently estimated at
approximately 7 billion p.a. . . .

SE [State Express] 555 is the major smuggled brand and there is no doubt it has a tremendous image and
sales potential in the country. BAT has resisted to manufacture 555 in Vietnam due both to concems about the
ability to sell the brand as a locally manufactured product and to the possible impact of a licence outside
Vietnam. However Vinataba [the Vietnamese state tobacco company] sees a licence of 555 as an attractive
opportunity for the JV [joint venture] and believe that BAT’s opposition to a licence is simply “to protect the
smuggling” trade,*®

In a BAT document which estimated the total cigarette market in the Middle East at 108
billion cigarettes, it was also recognized that:

[ran, Iraq, Syria and Lebanon have a Government monopoly on cigarette manufacturing and in Syria and
Lebanon on imports as well . . . Lebanon permits free imports. Syria allows limited quantities whilst there is a
complete ban in Iran. Despite this, or because of this, 62% of fran’s market is Transit.*”

Restrictions or bans on imports represent obstacles to the conquer of specific markets.
In the minutes of a BAT “transit meeting” held on the 16 March 1987, the different options
for the trade in the Middle East were discussed: either legally (and pay the import licenses) or
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illegally (through “transit™). For Sudan the request for legitimate import could be turned
down:

.. .because it was very unlikely that Kental’s [which is the company with whom BAT collaborates in
Cyprus] customers would obtain import licenses. . . . If there are opportunities for transit to [raq these should be
taken up. If there are opportunities for transit to Iran these should be taken up. Jordan — opportunities for legal
. . . . .50
imports to be fully investigated before we seek transit opportunities.

A central person at this transit meeting was Emil Schildt. Emil Schildt was appointed by
BAT in 1972 as their transit-coordinator and has offices in Hamburg, The company was well
aware that transit trade was “delicate” business:

The German BAT insisted that ES [Emil Schildt] should not establish his office in the BAT-Hamburg-
Building . . . One of the main reasons for establishing this office independent from a BAT company was, that due
to the delicate business the customers could visit Hamburg-office without involving a BAT company directly,5|

The main problem for international tobacco companies was how to do deal with trade
restrictions: illegal imports were one option, but more collaboration with the state monopolies
was another. While you may start illegally in the short term, the ultimate aim to do legal
business in the long term.

One BAT document explained that the key issue for BAT was ‘to improve penetration of
the key opportunity such as Iran and Iraq by building up the duty free business initially and
subsequently through joint ventures, licensing ete.’>

In its fran Business Plan 1992-94, BAT noted:

On the 18™ February 1991, the Supreme Economic Committee of Iran announced the liberalisation of the
Iranian Market for direct imports of cigarettes and tobacco, thus breaking the monopoly of ITC (Iran Tobacco
Company). However, little progress has been made to date.

All imported product enters the market via Dubai to the southern ports of Iran or through Turkey ex
Cyprus. From there it is transported by bus or truck to large secure warehouses on the outskirts of major cities.
As this activity is considered smuggling little is known of distribution thereafier, however, all brands, notably
Winston and Marlboro, are clearly visible at point of sale.’?

An additional problem for BAT was the strong presence of RIR in the illegal market in
the Islamic Republic of Iran. This presence of (illegal) Winston in the Islamic Republic of
Iran was well-known. A 1991 Reuters report noted:

An official of the state tobacco company said last year Iranian’s smoked 30 billion cigarettes a year —
divided about equally between domestic production, government imports and illegal imports mostly smuggled in
across the Gulf. Despite occasional crackdowns, smuggled Winston are sold on every corner.

In 1994, RIR would estimate the illegal or tax-free market share in the Islamic Republic
of Iran at 68% and the RJR market share (mainly with Winston and Magna) at 50%.
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In its 1994 business plan, RIR discussed the respective merits of both the tax-free
smuggling option and legal direct import as tactics to conquer the Iranian market:

Tax free:

- volatile due to loss in purchase power, currency devaluation and strong I1TC (Iranian Tobacco Company)/
government clamp down

- Channels Gulf (South) Mersin (North New).

Direct Winston Importation;

- now only possible through ITC,

- order confirmed | BN for 1994,

- involves lower margins and higher finance risk”®

Both options were also discussed for the Syrian Arab Republic in the RJR business
plan:

Syria:

- Significant under supply by local production (35%). Large Tax Free business and direct imports
recommenced in August 1993,

- RJR/ITI elected to go direct rather than Tax Free and currently represent 52% of direct segment,

- Viewed as being good guys and well positioned to benefit from changes in Government attitude to
boosting local production through outside partnersﬂ

In the Syrian Arab Republic, RJR took the “legal” option as the best way to please the
government. [n the Islamic Republic of Iran, RIR was also promoting in its objectives and
strategies “local cooperation” with ITC:

RIR needs to invest and become exclusive foreign/joint venture partner for ITC in Rash and possibly in
Tehran /Hashtgrad facilities:
- To influence ITC’s market control plans from within.
- To avoid PMI and Marlboro displacing RJR and Winston.

58
[llegal imports may be an option in order to penetrate a market, but the ultimate goal in
the long term should be official imports or production.

The strategy of the international tobacco companies in the Islamic Republic of Iran
became a success story in 2002, when the state tobacco authority signed an import and
production deal with four cigarette companies in a bid to cut down cigarette smuggling.” The
deal was strongly welcomed by the trade journal Tobacco Reporter: ‘Under the contracts,
each company is allowed to legally import its products into Iran’s strictly controlled tobacco
market. BAT and JTI have also granted permission to produce their products in Iran. Local
production is the golden key for multinationals [emphasis added].”®

It is a clear example of how successful the strategy of international tobacco companies
can be. The stages of the strategy are:

1. Penetrate the market through illegal imports.
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2. Weaken the state monopoly by reducing the market share of domestic brands and legal
sales.

3.  Convince the authorities to privatize or open the market.
4.  Authorize the legal import and/or production of foreign brands.
5.  Stop fuelling the illegal market and take over the market in a legal way.

The consequences of privatization may be far reaching. Reviews of privatized industries
find that privatization leads to improved productivity and efficiency, which usually also
implies an increase of production. But if increased production by cigarette producers is
accompanied by higher consumption, this will have a negative impact on public health. To
counter the potential negative effects of privatization, De Beyer and Yurekli of the World
Bank made a plea for the introduction of a regulatory framework to correct the worst market
failures by including measures to adequately inform citizens of the health risks of tobacco use,
protect non-smokers from exposure to second-hand smoke in public places and .introduce a
comprehensive ban on all tobacco product marketing and promotion.®!

6. SOLUTIONS

There is no legal obligation for tobacco companies to inform authorities of the final
destination of their products. The line of the multinationals is that they sell their products
legally to transit traders and that their responsibility ends there. The concern for the
authorities is that annually 300 to 400 billion cigarettes disappear during their international
transport and that measures should be taken to ensure that cigarettes arrive at their intended
destination. The tobacco industry has been accused of exporting to entities or destinations
where they know that legitimate demand for their cigarettes cannot possibly account for the
orders made and the massive quantities delivered.® In the Middle East, billions of cigarettes
have been exported to Cyprus and Lebanon that were in fact destined for the illegal market in
Iraq and the Islamic Republic of Iran. As part of a strategy to prevent disappearance during
international transport, tobacco companies should be obliged to determine the final
destination of their products at the time of manufacture and to supply their products only
where there is legitimate demand for the product in the intended final market.

Given this interpretation of the problem, we believe the essence of the government’s
response should be to create a liability regime in which the manufacturer is made responsible
for the safe transport of the cigarettes that leave the factory gate. This could be achieved, in
principle, by making them show where all the cigarettes end up. This could happen if the
measures proposed below were adopted. It is important to place the responsibility on the
tobacco manufacturers. The evidence for their role in smuggling is so compelling that the
onus should be placed firmly on them to demonstrate correct behaviour. It should be their
responsibility to prove that their cigarettes have reached the intended legitimate end
markets.®*
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This reversal of the burden of proof is important. Among other things, it means that
traditional relationships, especially that between customs departments and industries, have to
be questioned when the product concerned is tobacco. Tobacco is a special case and must be
treated as a special case. It is hard to imagine any other consumer product being allowed to
evade tax on such a scale—one third of global exports finding their way to the contraband
market.

Manufacturers should be required to have covert and overt markings on all packages of
tobacco products, which would identify the manufacturer, and date and location of
manufacture, and another identifier, which would show the chain of custody—wholesaler,
exporter, distributor and end market. The onus should be placed on the manufacturer (through
record keeping, and tracing and tracking systems) to prove that the cigarettes that leave the
factory arrive in their intended end market. Manufacturers should know in advance to which
country they export their cigarettes. Most countries have country specific health warnings
and/or tax stamps or markings. These can only be printed or attached at the place of
manufacturing. Manufacturers exporting their products should provide information on the
country for which the cigarettes are finally destined, provide evidence that there is a market
for these products in that specific country, have prominent markings on the products which
show the destination country, provide the list of all intermediate traders and have covert
markings which should contain this intermediate trader information.

If tobacco smuggling is to be tackled successfully it will require international
cotlaboration and the likeliest mechanism for achieving this is the WHO Framework
Convention on Tobacco Control (FCTC). In the text of the FCTC, article 15 deals with illicit
trade of tobacco products, such as markings, monitoring, data collection, cooperation,
penalties, confiscation and licensing. According to the Framework Convention Alliance
(FCA) which compromises 180 nongovernmental organizations from more than 70 countries,
the text of article 15 contains potentially strong commitments, but of a very general nature.
The development of a protocol would make these commitments specific, meaningful and
compatible between countries. A protocol could specify the minimum controls applied, the
documentation to be used and address the question of mutual assistance and cooperation
between Parties in action against the illicit tobacco trade. Negotiations for a protocol should
start without delay.®*
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Annex 1

ARTICLE 15 OF THE WHO FRAMEWORK CONVENTION ON TOBACCO
CONTROL, ADOPTED WITH RESOLUTION WHA 56.1, 21 MAY 2003

Part IV: Measures relating to the reduction of the supply of tobacco
Article 15
llicit trade in tobacco products

1. The Parties recognize that the elimination of all forms of illicit trade in tobacco products,
including smuggling, illicit manufacturing and counterfeiting, and the development and
implementation of related national law, in addition to subregional, regional and global
agreements, are essential components of tobacco control.

2. Each Party shall adopt and implement effective legislative, executive, administrative or
other measures to ensure that all unit packets and packages of tobacco products and any
outside packaging of such products are marked to assist Parties in determining the origin of
tobacco products, and in accordance with national law and relevant bilateral or multilateral
agreements, assist Parties in determining the point of diversion and monitor, document and
control the movement of tobacco products and their legal status. In addition, each Party shall:

(a) require that unit packets and packages of tobacco products for retail and wholesale
use that are sold on its domestic market carry the statement: “Sales only allowed in
(insert name of the country, subnational, regional or federal unit)” or carry any other
effective marking indicating the final destination or which would assist authorities in
determining whether the product is legally for sale on the domestic market; and

(b) consider, as appropriate, developing a practical tracking and tracing regime that
would further secure the distribution system and assist in the investigation of illicit
trade.

3. Each Party shall require that the packaging information or marking specified in paragraph 2
of this Article shall be presented in legible form and/or appear in its principal language or
languages.

4. With a view to eliminating illicit trade in tobacco products, each Party shall:

(a) monitor and collect data on cross-border trade in tobacco products, including illicit
trade, and exchange information among customs, tax and other authorities, as
appropriate, and in accordance with national law and relevant applicable bilateral or
multilateral agreements;

{(b) enact or strengthen legislation, with appropriate penalties and remedies, against
illicit trade in tobacco products, including counterfeit and contraband cigarettes;
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(¢) take appropriate steps to ensure that all confiscated manufacturing equipment,
counterfeit and contraband cigarettes and other tobacco products are destroyed, using
environmentally-friendly methods where feasible, or disposed of in accordance with
national law;

(d) adopt and implement measures to monitor, document and control the storage and
distribution of tobacco products held or moving under suspension of taxes or duties
within its jurisdiction; and

(e) adopt measures as appropriate to enable the confiscation of proceeds derived from
the illicit trade in tobacco products.

5. Information collected pursuant to subparagraphs 4(a) and 4(d) of this Article shall, as
appropriate, be provided in aggregate form by the Parties in their periodic reports to the
Conference of the Parties, in accordance with Article 21.

6. The Parties shall, as appropriate and in accordance with national law, promote cooperation
between national agencies, as well as relevant regional and international intergovernmental
organizations as it relates to investigations, prosecutions and proceedings, with a view to
eliminating illicit trade in tobacco products. Special emphasis shall be placed on cooperation
at regional and subregional levels to combat illicit trade of tobacco products.

7. Each Party shall endeavour to adopt and implement further measures including licensing,
where appropriate, to control or regulate the production and distribution of tobacco products
in order to prevent illicit trade.
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Increasingly consumers, employees and managers expect companies, particularly large
multinaticnals, to go beyond their fraditional role of creating, producing, packaging and
seling—for a profit. In the public's view, job creation and tax paying no longer suffice as
private sector’'s sole contribution to society. The boom of socially responsible investment [SR!)
products attest to this frend as investors express their concerns and make their social and
ethical stands known to the companies they invest in and patronize. Socially responsible
investors include individuals, corporations, universities, hospitals, foundations, and insurance
companies, pension funds, non-profit organizations, churches and synagogues. Funds may
exclude certain products or practices such as alcohol, weapons, pollution, animal testing or
gambling; or they may seek to actively identify positive aspects of companies that adopt
sound policies for environmental protection, fair employment practices, community and
labor relations, for example, The common denominator among the vast majority of ethical or
socially responsible investment policies and products is the exclusion of tcbacco companies
in their portfolios.

wWell-planned and well-managed philanthropy, from sponsoring music, film and art festivals to
crealing education programs for the disadvantaged to protecting the environment, in the
name of corporate social responsibility (CSR) has become a necessary element in virtually
every large corporation’s business plan.

Many businesses from o wide range of sectors conduct projects and programmes that aim to
reduce social ineguity—by creating or improving health care or educational facilities,
providing vocational and management training, enhancing the guality of leisure and cultural
activities. Specific sectors are recognizing their responsibilities and orient their CSR efforts to
areas especially relevant to their business. For example, food and beverage multinationals
have specific responsibiiities in terms of product marketing, consumers’ changing eating
habits, and conditions under which agricultural commodities are produced and fraded.
Transport companies must contend with the environmental impact of their business as well as
traffic congestion, energy waste, safety and security and access to trade and enterprise
opportunities.

Tobacco companies have not missed this trend. Major companies have developed
programmes for small business development in Kenya, crime prevention in South Africa,
business education in China, folk culture preservation in Venezuela, and medical freatment
and flood relief in Pakistan. A few specific examples follow,

youth smoking prevention

One area where nearly every major tobacco company invests publicity efforts to improve
their corporate image is the development and promotion of ineffective youth smoking
prevention programmes. While these programmes are created to appear to dissuade or
prevent young people from smoking, in fact the effect is often the contrary. By portraying
smoking as an adult activity, these programmes increase the appeal of cigarettes for
adolescents. Proposed mecsures that involve proof of age for purchase at the counter are
ultimately ineffective, as young people easily circumvent these restrictions. Tactically, these
programmes serve the purpose of creating the appearance that tobacco companies are
propesing solutions for the problems they create. In realily, they detract attention from
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proven, effective solutions—including price and tax increases—tc which young people are
particularly sensitive. Tobacco companies vigorously oppose price and tax increases.

education

Another field where several tobocco companies have focused their CSR activities is
education, often in the form of grants, scholarships, professorships, even the creation of an
entire school.

At the end of 2000, the University of Nottingham announced the creation of the UK's first
International Centre for Corporate Social Responsibility, thanks to a £3.8 million from BAT

The centre’s mandate is to study the social and environmental responsibilities of multi-natienal
companies to the communities in which they operate. In December 2002, the Centre
launched its new MBA programme, focusing specifically on CSR issues. Of course, many
scholarships are available for this programme.

A study recently published in the Brifish Medical Journal detaiis research grants and donations
from the tobacco industry as well as senior university governance appointments held by
tobacco industry officials. Of 90 universities and 16 medical faculties, 39% had received
donations frem the tobacco industry. Four of the 16 medical schools had received research
grants, Tobacco industry officers and directors were found to hold 26 university related
appointments between 1996 and 2001, including posts such as governor, president,
chancellor, and director, as wells posts in university affiliated teaching hospitals and in
university development and advancement. Dr Fernand Turcotte, of Laval University, one of
the study’'s authors, said “such appointments were scandalous. The tobacco indusiry
infiltrates the universities in this way because of the prestige associated with these institutions.”
He added “it's a way to buy silence and complacency'

At the end of 2002, BAT-Ghana contributed 250 Ghanian Cedi {approximately 30,000 USD) to
the University of Ghana, Legon. for the Jubilee Hall Fund; and to the Kwame Nkrumah
University of Science and Technology. Kumasi, for the establishment of Research Chair in
Agro-Forest at the Institute of Renewable Natural Resources. The company also sponsors 44
terfiary students each year.ii

A less successful attempt to buy academic credibility was BAT's attempt to offer o London
School of Hygiene and Tropical Medicine student a £1500 grant as well as the opportunity to

-work in the company's research and development unit at its Southampton factory on
completion of the degree. Professor David Leon, upon learning of the offer told the company
"to take its money elsewhere." He replied to the company: "You must think that academics
and students in epidemiology are both extremely stupid and mercenary. There is no need to
recite to you the responsibility BAT has for millions of deaths as it continues to push tobacco
around the world." v

development and other philanthropy

The tobacco industry is also involved in community-level development projects, such as the
Kerio Trade Winds Project, in Kenya a partnership between the community and BAT that aims
to “develop[ing] tobacco growing activities as an option towards alleviating poverty in line
with the government's poverty alleviation strategy.” v The Tobacco Association of Malawi
has joined in ILO efforts to discourage abusive child labour practices in tobacce farming in
Malawt.v Souza Cruz, the Brozilian subsidiary of BAT, sponsored a concert tour to celebrate
the 40 year career anniversary of an internationally-known Brazilian pianist in support of the
newly elected Brazilian President's campaign to eliminate hunger, Fome Zero. ¥i  These
activities come less than a year after a Christion Aid investigation of the Brazilian subsidiary of
BAT, Souza Cruz, exposed labour practices ranging from alleged price control abuses, to
failure to protect workers from pestlicides and other hazardous chemicals, to failure to
improve conditions where children are forced to labour in tobacco fields to help alleviate
family debt.vii
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health

Pernaps most remarkable, and most cynical, are those fobacco industry-sponsored
programmes that aspire to public health goals. Forinstance, BAT Bangladesh extended their
support to Shandhani Andhatyamochan (Blindness Relief) Lottery organised by Shandhani
National Eye Donation Society by purchasing a large quantity of lottery tickets and making ¢
donation to the Shandhani National Eye Donation Society, handing over a cheque at a
public ceremaony held the BAT factory in Dhaka* No mention was made of the link between
smoking and cataracts, a major cause of blindness. The same factory was the venue for an
occupational health workshop for students of Bangladesh University .

In Zimbabwe, BAT recently invested $6 million in @ Harare medical clinic for the company's
400 factory workers. A local paper reported, “The British American Tobacco Company
Zimbabwe shouid therefore be commended for focusing on the health and well being of its
employees” ®

CSR alternative?

In an interesting move, Philip Morris, the world's largest tobacco company, started the new
year with a new name, Alfria, reportediy inspired by the Latin altus, “high." In conirast to the
company’s own explanation of the 'corporate identity change” that "reflects important
evolutions in [the company’s] development,” this name change has been hotly criticized as
a PR move to distance other Philip Morris companies from the spectre of tobacco. "Philip
Morris is banking on the short memory span of consumers and hoping that yet another
massive PR campaign will win back a US public that has adamantly rejected its deadly
business practices.” commented Kathryn Mulvey, Executive Director of Infact, a US-based
consumer protection NGO A

In its foreword, British American Tobacco's Social Report 2001/2002 is cited as "a serious
commitment to embedding the principles of Corporate Socicl Responsibility in the British
American Tobacco Group.” The report goes on the explain that a "formal CSR governance
structure” has been established and that the company has “much to offer in helping to
address the problems that concern our stakeholders, including supperting soundly-based
tobacco regulation and reducing the impact of tolbacco consumption on public health.”

As BAT Bangladesh Managing Director said upon accepting an award from the Bangladesh
Scout Guide and Fellowship, "BAT is deeply committed to the development of the country
and will nourish the company's core value: Success and Responsibility go Together through
conftributions in different sectors of country's socic economic development. i

This report and these tobacco industry programs that seek to contribute to a greater social
good urge the question: how can tobacco companies reconcile their main aim, to gain a
maximum profit by producing and selling a deadly product, with the goals of CSR: business
norms, based on ethical values and respect for employees, consumers, communities and the
environment? How can they claim to promote fransparent business practices, calling for
open dialogue among stakeholders when public inquiries and legal testimonies in courts in
countries around the world attest to tobacce companies’ actions and strategies to conceal
the deadly nature of their products, derail work to protect public health and destroy
incriminating evidence?

As in many respects, tobacce companies are simply not like other companies. Tobacco
products are legal. But they are also lethal. Tobacco is the only consumer product available
that kills one-half of its regular users. As such, in terms of CSR activities, they cannot simply
figure among the ranks of other consumer goods companies.
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Despite the tcbacco industry's thinly-veiled attempts to gain corporate respectability and
companies' claims to have changed their practices, they continue to use a vast of array
unethical and iresponsible strategies to promote its products, expand markets and increase
profits.

In the summer of 1999, an internal report to Dr Gro Harlern Brundtland, Director-General of the
World Heahth Organization ({WHO), suggested that there was evidence in formerly
confidential tobacco company documents that tobacco comparnies had made “efforts to
prevent implementation of healthy public policy and efforts to reduce funding of ickacco
control within UN organizations.” Later that year, she announced that understanding the role
of the tobacco industry in causing and perpetuating an epidemic that kills some 5 million
people annually, would be a key to developing tobacco control policy in general, and
specifically a Framework Convention on Tobacco Control that can stop. if not reverse the
tide and appointed a Committee of Experts to research tobacco company documents
which had become publicly avdilable as a result of lawsuits against the tobacco industry in
the United States.

That documentary evidence pointed to systematic and global efferts by the tobacco
industry to undermine tobacco control policy and research developments.

The Committee found that the tobacce industry regarded the World Health Crganization as
one of their leading enemies, and that the industry had a planned strategy to "contain,
neutralise, reorient” WHQO's tobacco control initiatives. Tobacco industry documents show that
they carried out their plan by staging events to divert aitention from the public health issues
raised by tobacco use; attempting to reduce budgets for the scienfific and policy activities
carried out by WHQO; pitting other UN agencies against WHG; seeking tc convince developing
countries that WHO's tobacco control program was a "First World" agenda carried out at the
expense of the developing world; distorting the results of important scientific studies on
tobacco; and discrediting WHO as an institution xv

These findings were the catalyst for efforts in WHC Regional Offices and individual country
offices to carry out their own investigations on tobacco industry activities aimed specifically
at sabotaging public health work, They also spurred the implemeniation of a systematic
screening process of WHO employees and consultants to determine whether or not there
exists any conflict of interests with the aims of the organization. Al employees and
consultants are required to declare any interests that may influence their objectivity—
inctuding whether they are or have been involved in the production, manufacture,
distribution or sale of tobacco or any fobacco products or directly represented the inferests
of any such entity.

WHQO Headquarters was not the only target. In WHGO's Eastern Mediterranean Region,
tobacco industry activities to weaken public health policy in the Middle East began in the
late 1970s, when multinational tobacco companies met regularly to discuss pending
regulations and to plot joint strategy. The Middle East Working Group {MEWG), which |ater
became the Middie East Tobacco Association (META), comprised all of the major tobacco
multinational operating in the Middle East, and was formed in order to "promote and
defend"” the interests of these companies in the region--carefully monitoring and seeking to
undermine the work of public health officials in the Middle East, including the Arab Guif
Health Ministers’ Conference, the World Health Organization and national tobacco controd
codlitions. The tobacco industry documents show that the companies enlisted prominent
political figures in the Middle East to provide information and lobby for them. including an
Egyptian member of Pariament, a former Assistant Secretary General of the Arab League
and even, at one point, the Secretary General of the GCC Health Ministers who was also the
Kuwaiti Under-Secretary for Health.2 »

A recent report released by the Pan American Hedlth Organization [echoes these same
findings. Transnational tobacco companies planned and executed comprehensive
campaigns of deception over the last decade in Latin America and the Caribbean
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regarding the harmful effects of second-hand smoke and the nature of fobacco company
marketing activities. By hiring scientists throughout Latin America and the Caribbean to
misrepresent the science linking second-hand smoke to serious diseases and by designing
"youth smoking prevention” campaigns and programs primarily as public relations exercises
agimed at deterring meaningful regulation of tobacco marketing, tobacco companies sought
to delay or avoid tobacco marketing restrictions and restrictions on smoking.  Industry
documents also show that tobacco companies had detailed knowledge of smuggling
networks and markets and actively sought to increase their share of the illegal market by
structuring marketing campaigns and distribution routes around them and that they enjoyed
access to key government officials and succeeded in weakening or kiling fobacco control
legislation in @ number of countries .

All these investigations consistently point to the discrepancy between the measures that
tobacco companies internally recognize to be the greatest threats to their sales, and those
that they champion in public. For example, ccmpanies publicly deny the connection
between smoking prevalence and tobacco advertising, but internally acknowledge that
advertising bans are a threat to tobacco sales, and a key priority for thwarting regulatory
action. Companies constantly insist that they do not market to young people while internal
documents clearly demonstrate otherwise.

In a recent report examining recent statements submitted by British Amertican Tobacco, Philip
Monis, R.J. Reynolds, Brown & Wiliamson and Lorillard in the civil suit brought by the US
Department of Justice US Representative Henry A. Waxman found that meost companies
continue to question whether smoking causes disease and do not admit that nicotine is
addictive, All companies denied that that second-hand smoke causes disease in non-
smokers—despite unequivocal evidence from the US Surgeon General and the World Health
Organization (WHO). Tobacco companies also denied that they control nicotine levels in
cigarettes, that they market to children and that they destroyed documents to avoid their
use in lawsuits—despite their own testimonies in courts of law to the contrary. The tobacco
industry systematically creates controversy about risk assessment and about the scientific
evidence of the health hazards of tobacco use and second-hand smoke. i

Similar enguiries and investigations have been done out or are in the process of being carried
out in other countries, including Switzerland, Finland, Israel, Syria, Iran, among others . The
tactics are expertly adapted to specific country situations and executed solely in the interest
of tobacco company profits.

At the same time, the toll of tobacco-related disease and death around the world is spiralling
to 4.2 million lives lost every year, This figure exceeds all previous projections, reaching greater
dimensions. faster than expected—reaffirming the urgent need for action on @ global scale,

Tobacco companies are asking for open dialogue. They assert that their efforts to undermine
global tobacco control policy are a product of a past erc and that now they seek to engage
in constructive dialogue with the WHO and national governments. They appeal to “reticent
stakeholders" to judge them 'not by the swirl of words around [their] industry but by [their]
actions.'xx

This comes at a time when WHO's 192 Member States are doing just that, in negotiating the
Framework Convention on Tobacco Control, a global movement to establish standards for
regulating tobacco to reduce the death and suffering caused by this enfirely man-made
epidemic. Nearly 5 million deaths a year, 1.3 bilion smokers in the world today and high rates
of youth smoking are in part the result of the failure of governments to implement tobacco
control policies that are known to work, Governments' inaction and public indifference,
where it exists, are largely a result of decades of tobacco companies’ untoward influence.

The business community, consumer groups and the general public should join policymakers
and the public health community in being more vigilant and critical about tobacco
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companies’ CSR activities. Because, despite the industry’s claims, there is litlle evidence of
any fundamental changein their objectives or their practices.
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his report, commissioned by the Pan American Health Organization (PAHO)

in the summer of 2001, summarizes previously secret tobacco industry

documents from the two tobacco industry market leaders in Latin Amer-

ica and the Caribbean (LAC): Philip Morris International (PMI) and British-American

Tobacco Company (BAT). PMI documents were downloaded off a company web site

and BAT documents were obtained from the Guildford Depository in the United

Kingdom. Over one thousand documents were reviewed in preparing this report.

These documents reveal that the industry’s strategies for
the LAC region mirtor wotldwide tactics devised to pro-
mote the tobacco companies’ deadly products, increase
corporate profits, and forestall any meaningful regulation
of the industry’s practices or products. The principal PMI
and BAT strategies include opposition both to tax
increases and marketing restrictions, as well as mainte-
nance of the social acceptability of smoking. In addition,
the documents reveal the industry’s knowledge of and par-
ticipation in the distribution of cigarettes through illegal
channels, euphemistically referred to by the industry as the

Duty Not Paid {DNP) market segment.

The documents from both companies reveal some of the
actions the industry planned and developed to imple-
ment its key strategies. It is clear that in the LAC region,
as elsewhere, tobacco lobbyists had access 1o govern-
ment officials and were successful in proposing, and in
many cases implementing, industry-friendly legislation
that would pre-empt any movement rowards stricter teg-
ulatory and legislative controls. This was particularly the
case for legislation related to advertising restrictions and
youth access laws, and for the industry’s “accommoda-
tion” selution to the second-hand smoke problem.

While BAT and PMI compete for dominance of a growing
market, using both legal and illegal channels, the docu-
ments provide evidence that they collaborate on several
fronts as well. The companies devised joint lobbying
strategies to oppose effective tobacco control legislation
in several countries and developed the “ETS Consultants

Project” to mislead the public, the media and policy mak-
ers about secondhand smoke. They also worked together
with advertising industry allies to promete “voluntary
marketing codes”, ostensibly aimed at reducing sales to
minors. [n fact, these measures were knowingly and delib-
erately ineffective, designed to stave off effective market-
ing controls and regulations.

The reporr derails robacco company activities under four
general themes: general plans and strategies; secondhand
smoke; promotional campaigns; and tobacco smuggling.
Within all of these themes, there is private confirmation

of behavior and motives that the industry publicly denies.
These include:

*  company research into and deliberate targering of
the yourh (“young adult”} marker;

* acknowledgement that the primary goal of
“youth smoking prevention” campaigns is to
shote up the public image of tobacco companies;

* acknowledgement that the secondhand smcke
issue and restrictions on smoking in public
places constitute an enormous threat to tobacco
company revenues;

* development of marketing campaigns, distribu-
tion channels, and levels of production aimed
deliberately at supporting and encouraging the
latge market in smuggled cigarettes.

This report provides numerous industry quotes, often
from current, highly-placed executives, and offers a
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regional overview of industry strategies and tactics.
However, a detailed country-by-country analysis was
beyond the scape of this report. For this reason tobacco
contrel advocates and public health professionals in
each of the region’s countries are encouraged to pursue
more local, in-depth research. Knowledge of the indus-
try’s activities and, more importantly, of its deceptions,
will better equip advocates, health professionals and gov-
ernments to promote effective tobacco control policies in
their respective countries.

The following quotes illustrate the range of documents
analyzed in this report, and offer a glimpse at the tobacco
industry’s ethically-challenged plans for Latin America
and the Caribbean:

On smuggling:

”... due to the sensilivity, management and co-ordination of
the DNP [Duty Not Paid, or illegally-traded products) business, all
brands should be concentrated on one operator per channel ...
[Border Trade] There should be complete clarification in the co-
ordination and management of the DNP ... Due to the importance
of this business in the region, we propose that a “Border Trading
Group be formed to monitor and take [sic] decisions, when appro-
priate, to protect BAT Industries’ interests. It is recommended that
there be one member from Souza Cruz, one from Nobleza Pic-
cardo, and one from BATCo.”

(1993, BAT's Latin America manager, Keith Dunt)

“This note is ta ask you to clarify the position of BAT Indus-
tries in the [DNP] business. | am advised by Souza Cruz that the
BAT Industries Chairman has endorsed the approach that the
Brazilian Operating Group increase its share cf the Argentinean
market via DNP. As the Director entrusted with responsibility for
the management of Nableza-Piccardo | need to advise you of the
likely volume effect on N-P of this decision and of course the
financial impact... It has not been possible to agree the strategy
of testing a reduced DNP volume flow... This note is to advise you
on the impact the increased BNP volume will have on the results
of your Argentinean subsidiary,”

(1993 Keith Dunt memo to Barry Bramley, BAT Chairman)

“... it was agreed between N-P [Nobleza-Piccardo] and Souza
Cruz that Souza Cruz should initiate "exports” of the brand [Ritz]
through the DNP route with the specific objective of attacking
Philip Morris’ comfortable position as the leaders in this growing
DNP segment. As a result Souza Cruz reversed the trend and
achieved 71% share of the DNP fow segment by the end of 1991."

(1992 memc from Flavio de Andrade, current CEO of
Souza Cruz)

"To restrict “political” problems, the brand would be
launched in the South of Brazil in restricted quantities... Despite
tighter contraols by Border Authorities, contraband continues
strong in the region... Souza Cruz continues to increase Sales Vol-
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ume of exports into Paraguay, of which 80% is estimated to even-
tually enter into the Argentine D.N.P. market.”

{1992 memo from Flavio de Andrade, current CEC of
Souza Cruz)

*The DNP segment is a fact of life and almest institutional-
ized. The segment has a1 no recent stage been significantly
restrained by the authorities. The DNP segment will continue to
exist as fong as both the price differential exists and the greater
margins for the trade are available. Due to the strong demand all
DNP initiatives have done so far is increase volume rather than shift
shares... A B.AT. decision to withdraw from this segment could
only encourage Philip Morris (International and Brazily to increase
its current volumes and further dominate the Argentinian market

{1992 memo from Flavio de Andrade, current CEQ of
Souza Cruz)

On second-hand smoke...

“Prepare and execute pre-emptive accommodation cam-
paigns-to deal with the issue surrounding Envirenmental Tobacce
Smoke (ETS) ... We will develop pre-emptive accommedation pro-
grams to secure a reasonable outcome of the increasing pressures
to regulate public smoking.”

{PMI's "Five Year Plan, 1995-1999"}

“The main issue facing the industry in South America, now
and in the future, is £TS/ public smoking restrictions/secial unac-
ceptability of smoking. The issue of active smoking is, however, still
of major impertance. The influence of anti-smoking stories in inter-
naticnal media ... and of WHO/PAHO must not be underestimated
in this context ... A key element in any public affairs programme is
the maintenance of a good corporate reputation. Without this,
communication on other issues will be adversely affected.”

{December 1990 BAT "Smoking Issues” meeting)

“The ETS Consultants Project in Central and South America
{“Latin Project”} was initiated in early 1991. The Latin Project cur-
rently includes thirteen consultants from seven countries:
Argentina, Brazil, Chile, Costa Rica, Ecuador, Guatemala and
Venezuela. ... The Latin Project currently receives forty percent of
its funding from Philip Morris International. The Latin Project is
managed by Covington and Burling. ... Unlike many other regional
ETS consultant programmes sponsored by the industry, the Latin
project was initiated in anticipation, rather than in reaction 1o, the
full-force arrival of the ETS issue to Central and South America...
Critical to the success of the Latin Project is the generation and
promation of solid scientific data not only with respect to ETS
specifically but also with respect to the full range of potential
indoor and outdoor air contaminants.”

{1992 document on the "ETS Consultants Project”)

“[the results of the survey] creates an opportunity for us
[Philip Marris] to begin to make noise about outdoor air quality
while we continue to pursue our work on 1AQ through the ETS
Consultancy Program. ... When pressed about ETS specifically,
73% of the general public and 53% of opinion leaders expressed
a need for more government regulation.”

(1994 comments by PM employee on the resuits of an
industry-commissioned Latin America SHS and Air Quality Survey)



On marketing to youth:

"Camel is the LS, Imternational full flavour cigarette for men
who see themselves as independent, self-assured and individualis-
tic in their lifestyle. The target smoker is male, urban, aged 18 to
24 and ABC1. Starters are an important part of the target.”

{Nobleza-Piccardo 1992 Brand Strategies)

“... Among many young adults, the F-1 driver is seen as the
modern cowboy taking on the hi-tech challenge of the modern
horse, ... In summary, Fermula 1 is an indispensable marketing
tool for Marlboro, with high appeal to target consumers in all
markets. Moregver, it is of vital impertance to markets with total
or severe advertising restrictions. ... We need to continuously re-
focus Formula 1 programs to YAS [Young Adult Smokers} to give
the sport a new look and make it fresh, exciting and appealing.”

(1993 Formula 1 study)

On delaying and avoiding regulation:

“The PARG [Public Affairs Regional Group] promotes the re-
activation of industry presentations before the Latin American and
Caribbean Group {GRULAC) and FAQ with the assistance of
BATCo's Government and Corporate Relations Manager. ... The
main objectives of this initiative are ... [to] influence the vote of
diplomatic delegations participating in the International Qrganiza-
tions at Geneva. So as to counteract propositions against the
tobacco industry, specifically the ones proposed at OMS [WHO]
General Assembly. ... To ensure that FAQ's Review and Outlook
Report includes tobacco as a specific topic ... Operating compa-
nies will contact their respective diplomatic delegation representa-
tives {Ambassadors). ... Government and Ccrporate Relations
Manager—BATCo.—should contact the Ambassadors before the
International Organizations at Geneva to explain the objectives of
a future meeting with industry representatives. This should be
done preferably in conjunction with PM) staff,”

(1992 plans of BAT's PARG for Latin America)

“Objective: To prevent the passage of unfavorable legislation
aimed at restricting or banning advertisement and promoticn of
our products.”

(Philip Morris 1994-1996 strategic plan for Latin America)

On manipulating public opinion:
“... under the guidance of Shook, Hardy and Bacon, [US-
based law firm] and under the sponsorship of the Interamerican
College of Physicians and Surgeons, a survey is being conducted
to determine the health priorities of the region according to the
deans of medical schools. We expect the results of the survey will
demonstrate that the concern with smoking in Latin America as a
public health hazard is the result of outside pressure and not a pri-
mary item of concern among the medical community. If the study
confirms our suspicion, we expect the Interamerican College of
Physicians and Surgeons to amply publicize these findings.”

(1990 presentation, Philip Marris Latin America manager
Marc Goldberg)

“... | cannot stress strongly enough the absolute necessity
for the industry to have na direct contact with these scientists {the
Latin Project consultants] that are part of the program. ... If cpe
scientist in the group is perceived by anyone to be associated with
the industry, then we run the risk, by association, of this happen-
ing for the rest of the group and the whole exercise will become
pointless. All contact, as previously explained, must be carried out
through Covington & Burling.”

{1991 letter from BAT's Sharon Boyse to Edgar Cordero,
of Costa Rica)

*Taking into consideration the emerging adverse legislative
climate in the region, we have an opportunity to create good will
for the tobacco industry by going public with a campaign to dis-
courage juvenile smoking.”

(1993 memo, Cathy Leiber, PM's Director for Corporate
Affairs, Latin America)

In summary, the documents reveal that the tobacco business is as much a coordinated fight
against public health and government requlation as a fight between staunch competitors for
specific markets. Knowledge of this orientation and of the tactics used to defeat public health
initiatives will strengthen efforts by governments, advocates, and the public to reduce tobacco

use in Latin America and the Caribbean,
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| n February 1998, the. tobacco industry began posting large numbers of its

) once-secret internal documents on th'e Internet.’ The first batches, containing

hundreds of thousands of pages. were filed in the course of lltigatlon ini |ated

by Umted States health msurers in an'___ 0

2 Settlement of the' Mlnnesota

cas’.e,3 and the November 1998 Master Settlement Agreement (MSA) between the

i.{dustfy and 46 US states,*

obliged tHe Original Participating Manufacturers

- (Phlhp Morrls, R.J. Reynolds Tobacco, Brown- & Wllllamson and Lonllard Tohacco)

" to ‘establish document deposutones in Mm 1esota and in G dford England The

depomtones‘ are to be maintained until 2010.* The documents from the US-based

compames are almost all avaulable on the World Wlde Web, except for a very

mall subset that an

In Latin America and the Caribbean (LAC), British-Amer-
ican Tobacco Company {BAT) is the dominant market
player, controlling fully half of all Latin American cigarerte
sales.”* Although one of the MSA signatories, Brown &
Williamson, is a BAT subsidiary, only small sets of BAT-spe-
cific documents are available on the Internet, accessible
through a few university and government-based websites.”"*

Notwithstanding that limitation, the global document
archives, now containing tens of millions of pages of
memos, surveys, reports and analyses, have allowed
researchers to explore much of the inner workings of the
tobacco industry. Over the past few years, investigators
have been able to comb through only a modest fraction
of the available documents, but disturbing patterns of
activity have already emerged.'™

The Pan American Health Organization (PAHQO)
recently obtained thousands of pages of documents per-
taining to the activities of global industry leaders BAT
and Philip Morris (PM) in LAC. These papers, like others
that have been reviewed, reveal industry-wide efforts to
thwart and subvert the intent of national tobacco control
efforts that would restrict the companies’ promotion, mat-
keting, sale and distribution of their deadly products.

Why are the activities of the tobacco companies of inter-
est to PAHO? Simply put, tobacco companies are the vec-

ly be found at the anesota Deposﬂory 5.6

tor of tobacco-caused deaths. And the behavior of tobacco
companies, more than almost any other factor, determines
how many people smoke and how much they smoke. Yet
ironically, far more effort is spent on studying the host—
the smoker—than in studying the root cause of tobacco-
caused illness: tobacco products and the companies who
make and promote them.

This summary of findings reveals how the tobacco
industry and its agents developed strategies and engaged
in acrivities designed to influence polirical decisions in
a manner favotable to the industry and against the
interests of public health. Various documents describe
how the industry designed marketing programs to entice
young people to smoke; cantinued its campaign to dis-
credit the scientifically-established risks of secondhand
smoke (SHS) and, most significantly, engaged in trade
practices that have rendered the industry liable to crim-
inal charges of direct participation in tobacco smuggling
in many countries, particularly those of Latin America.

The wotldwide number of deaths associated with the use
of tobacco products now approaches the staggering total
of four million, each and every year.” Without immediate,
effective action, this number will rise almost unimagin-
ably high over the next twenty years, with some ten mil-
lion men and women projected to die annually as a direct
consequence of their use of tobacco products.” Half of
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these deaths will occur in middle age (35-69), causing the
loss of 20 to 25 years of life expectancy and ensuring a
poorer quality of life during those fewer remaining ycars.
Most tobacco-related deaths will occur in developing
countries** * where the social infrastructure is least
equipped to deal with the terrible health burden.

According to PAHO estimates, some half-millien avaid-
able, tobacco-related deaths occur in LAC each year”
Smoking-induced deaths represent at least one-third of all
deaths from cancer and cardiovascular disease in LAC. In
turn, these diseases make up most of the burden of non-

communicable diseases, now responsible for 63% of all
deaths in LAC.*

There is no single action or program that can enrirely
remedy this devastating reality. However, greater knowl-
cdge of tobacco industry activities and strategies will
allow the public health and tobacco-control communities
to better mobilize their resources as they seek to reduce
the terrible toll. By the patient accretion of detail, the
information gleaned from once-secret documents is
showing that a rogue industry will use any and all means
available to ensnare new generations of smokers while
maintaining its grip on those already addicted to tobacco
products. Public dissemination of this and other informa-
tion about the nicotine cartel should help develop the
legal, policy and educarional tools necessary to advance
the fight for public health in Latin America, the
Caribbean and around the world.

METHODS

Tobacco industry documents were obtained from three
sources: the Internet, the Minnesota (MN) Depository
and the Guildford Depository. The MN depository search
yielded only a very small number of documents that could
not be found elsewhere and these texts are not discussed
in derail.

Internet
The Internet search was carried out from July 24th to
September 23td, 2001 and limited to documents from
the years 1990-2001. The search focused mainly on
tobacco industry websites mainrained by Philip Morris,
R.J. Reynolds Tobacco, Brown & Williamson and
Lorillard. A search of the British American Tobacco
documents available through two Canadian source sites
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{Health Canada and the British Columbia Ministry of
Health) was also conducted. The majarity of docu-
ments selected come from the Philip Morris site.
Search mechanisms vary slightly from site to site, but
similar keywords were used. The focus was on docu-
ments that related to the region as a whole, though
some country-specific documents were also selected
and examined.

The preferred search term was “Latin America”. When a
vartation on this term was used, such as “Latin Ameri-
can®, it produced a larger number of documents. How-
ever, the additional documents related mostly to the
Latin American/Hispanic US market, and searching
with this broader term was not efficient. The principal
keyword used on the Philip Morris site was Latin Amer-
ica & ddate 199***** This produced 759 documents
limited to Latin America and the decade of the 1990s.
Additional searches using ddate:200***** vie|ded only a
few additional documents. Since the end of the search
pericd, PM has added documents to its site and updated
scarches were again conducted, yielding only a small
number of additional documents.

Of the 759 documents, 376 were selected, based on con-
tent relevance and uniqueness. Marerial available
through other sources, such as articles from peer-reviewed
journals or newspapers was not selected. Also excluded
were fax cover sheets, blank pages, and general company
announcements distributed to all managers. Duplicates
were also eliminated.

A similar search strategy was used on the other industry
websites, with lower numbers of documents produced.
As the RjR site produced only 7 documents for Larin
America in the 1990s, a keyword search using the names
of those responsible for the Latin America market was
also conducted, but this produced only 4 additional doc-
uments. The results were similar on the Brown &
Williamson site, with no more than 12 documents pro-
duced by the search. Using the keyword Latin America
on the Health Canada site produced 33 documents, of
which 15 were selected according to the same inclusion
and exclusion criteria and dates. The British Columbia
site. produced 86 documents for the keyword Latin
America, with seven of these selected.

As additional keywords were identified from the docu-
ments, further searches were conducted using the names




of key players, cigarette brands and events, or certain spe-
cific countries, alone or in combination. On most sites,
entering specific country names produced large numbers
of documents, mainly related to marketing strategies for
specific brands, in addition to trip reports from US-based
employees who visited production or distribution facili-
ties in various parts of the region. Again, the Philip Mor-
home to the largest number of
country-specific documents. However, caution is required
when looking at these numbers. Many of the documents
in question discuss repional strategic plans and had
already been selected in the initial search, while others
are duplicates. Many more would have been excluded by

ris site was

the criteria described above (c.g. blank file folder page).

We also conducted an Internet search using the term
“Caribbean” for the same time period. However, this
search yielded very few documents of interest {(approxi-
mately 60}, partly due to the fact that BAT dominates
the market, while Philip Morris has the largest number
of available documents. Additionally, several of the
documents referred to Caribbean-themed events in the
US, and not to LAC files. Entering the names of each
country of the Caribbean region yielded a few more doc-
uments, mainly for Jamaica and the Dominican Repub-
lic. Again, given the broader regional mandate of this
report, the country-level documents were only included
if they added substantially to this review's findings.

Guildford Depository
The document search was conducted in September 2001,
Documents are archived in files and any number of indi-
vidual documents may be found inside each file. Qver
300 file folders related to Latin America and the
Caribbean were examined, principally covering the
1990-1995 time period, as few documents were available
from later dates. Approximately 4,100 pages of photo-

copies were ordered. This corresponds to approximately
480 documents. However, given the system utilized by
BAT to archive its documents, a “document” often
includes several lerters, reports and other individual doc-
uments but archived under the same document label.
Thetefore, if archived by a more standard method, the
number of individual documents produced would be
higher. Search terms were similar to those used on the
Internet, with the focus on broader, regional documents.

Limitations

The search focus was on broad, region-level documents.
Country-level searches could have yielded more opera-
tional details but, given rhe comprehensiveness of the
plans uncovered, we are confident that national-level
searches would have not changed the general content
and tenor of this report. Nonetheless, we encourage indi-
vidual countries to conduct specific country level
searches, which would yield more detailed information at
the country level.

These documents were produced as a result of the dis-
covery process during US litigation initiated to recover
health care costs associated with the treatment of
tobacco-related diseases. Therefore, the international
strategies of the tobacco industry were not the focus of
discovery. A number of the documents produced do
afford insights into these strategies, however, and these
form the basis of this reporr. It is very likely that many
more useful documents, affording additional perspec-
tive and detail, remain hidden in the tobacco industry’s
internal archives. Nevertheless, the available docu-
ments provide the necessary material to trace a broad,
fair portrait of the activities of the tobacco industry in
Latin America and the Catibbean, a region that can ill
afford to be seduced and abused by the nicotine cartel’s
predatory practices.
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he tobacco industry’s sole aim, in the'Americas and'worldwide, is to sell cig-

cigarettes are unique in that they're deadly \;vvhen used as intended by the manufac-

_turer. In order to market and sell its pfoducts, the tobacco iﬁdustry seeks to promote

Iegtslatwe constramts. To maintain thelr profltablllty, tobacco companies have artic-

. 'ulated a number of short-term objectlves and Iong-term strategles. many of which

are' descrlbed in the mdustry s once-secret mternal papers. -

STRATEGIC DIRECTIONS

The documents that describe these strategies include
typical business plans to increase sales, profits and mar-
ket share, along with analyses of the competition's
activities. Of greater relevance are documents detailing
corporate and public affairs strategies. These are impor-
tant because they reveal much about the industry’s lob-
bying and public relations tactics that are intended to
thwart tobacco control efforts. Philip Morris Interna-
tional (PMI) and British American Tobacco {BAT) are
the prime multinational companies operaring in Latin
America and the Caribbean. Although they normally
engage in fierce competition for a growing market, the
documents show there are many instances where the
two companies join forces and collaborate as part of a
collective regional strategy.

Collaboration tended to occur when the companies
addressed perceived threats to their ability to freely mar-
ker their products. The industry leaders also banded
together in the face of growing public awareness of the
harm caused by smoking and, more importantly, by expo-
sure to second-hand smoke, as this awareness led to pres-
sure to restrict smoking in public places. The documents
also reveal that instances of collusion with respect to
dividing up markets, setting prices and coordination of
marketing campaigns were not uncommon.

There are very few differences in the overall form and

* For a list of the acronyms and names used in this report, refer to Appendix 1.

content of the publicly available plans of PMI and BAT.
Although the two companies possess different organiza-
tional structures, the main strategic distinction is rhat
BAT plans quite apenly incorporate strategies to increase
participation in the D.N.P. [Duty Not Paid*], or illegal,
market,'? something not openly addressed in the PMI
documents. (See Chapter V) Nonetheless, several BAT
documents include references to the D.N.P. business of
Philip Morris and its affiliates in a number of Latin
American countries, including Brazil,' Colombia,™!
Paraguay'?’ and Venezuela.?

PMI’s “Five Year Plan, 1995-1999™" reviews “worldwide
tobacco issues”, including standard business concerns such
as sales volume, revenue, market share and pricing. But
the Plan also discusses increased wortldwide pressure for
the implementation of clean indoor air policies and adver-
tising restrictions, and emphasizes the need to continue to
lobby for a “favorable tax structure worldwide”. In one
document these acrivities are framed as “prorecting the
industry and the smoker:;”

PROTECTING THE INDUSTRY AND THE SMOKER

*  Prepare and execute pre-emptive accommodation cam-
paigns—to deal with the issue surrounding Environmental
Jobacco Smoke (ETS)—We stepped up our corporate
affairs efforts to deal with the threat of the ever-increas-
ing public smoking restrictions around the world. ...

*  Public smoking—We will develop pre-emptive accommo-
dation programs to secure a reasonable outcome of the
increasing pressures to regulate public smoking.

Il. Plans and Strategies ||



e Advertising restrictions and warning labels—These
issues will be dealt with on a country or regional basis.
We will also develop a task force ta deal with the new
and increasing threat of plain packaging.

*  Youth access—we will establish a task force that will be
charged to develop campaigns and programs that clarify
our position on this issue, The abjective is to remind the
trade of its responsibility to monitor and enforce existing
local laws with respect to the legal age of smoking.

e Public advocacy—We will be prepared to publicly advo-
cate and defend our position on all these issues. Our key
executives in each market will be better trained to speak
out when required as well as better inform our employ-
ees worldwide, ..."

BAT’s Latin America Corporate Affairs/Public Affairs
and Philip Motris Latin America documents demonstrate
that BAT's priorities for the region were consistent with
those of PMI as well as throughout BAT’s operating com-
panies in the region, and that plans were centrally devel-
oped for application at the country level.'"" (Appendix 2
provides several examples of more detailed plans for the
region from both companies.}

In essence, the companies’ corporate affairs/public
affairs strategies can be divided into the following cate-
gories: smoking and health, second-hand smoke issues,
marketing freedom and raxation. For example, a PMI
Corpotate Affaits Plan for 1990 outlined the “key
issues” for which the company would develop strategies:
product liability; environmental tobacco smoke; mar-
keting freedoms; taxation; anti-tobacco network; regu-
lation; special projects and resources.'

A 1990 presentation by Philip Morris Latin America
{PMLA) manager Marc Goldberg, describing the events

. of the year, stated

[As newly elected] governments lower inflation we are faced
with the pressures of increased taxation. ... This is nothing new to
our region, since in the past, cigarettes as well as liguors, have
been easy targets for governments in search for additional rev-
enue. ... However, we have been able to moderate the impact of
proposed government measures, ... In Argentina, we are currently
engaged in a massive lobbying effort 1o recover the excise tax
benefit derived from production in our up-country plants. This
issue is still being debated in the courts and with the government,
... In Brazil, we led the industry efforts 1o obiain an executive
decree which enabled the removal of the price from the cigarette
pack stamps thus allowing for the prompt implementation of price
increases. ...

In some markets we were able to forestall tax increase pro-
posals. In Uruguay, however, the excise tax was increased from
60% 1o 63% on price to public. ...

In the area of anti-smoking legislation efforts have been
intensified by governments to restrict smoking in public places
and further fimit advertising. ... We have been able to challenge
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successfully anti-smoking proposals in Costa Rica, Guatemala, and
Paraguay, but it is clear that the tendency to restrict smoking in
public places will contim{e to prompt legislation throughout the
region. ...

In another project, under the guidance of Shook, Hardy and
Bacon, {US-based law firm} and under the sponsorship of the
Interamerican College of Physicians and Surgeons, a survey is
being conducted to determine the health priorities of the region
according to the deans of medical schools. We expect the results
of the survey will demanstrate that the concern with smoking in
Latin America as a public health hazard is the result of outside
pressure and not a primary itemn of concern among the medical
community. If the study confirms our suspicion, we expect the
Interamerican College of Physicians and Surgeons to amply publi-
cize these findings. ... While we can anticipate that economic and
anti-smoking pressures will intensify, we are continually develop-
ing lobbying strategies and coalitions with those who share an
ecenomic interest with us, and plan to stay cne step ahead of cur
adversaries.” [Original in all caps}

Similarly, BAT plans and reports also address smoking
and health issues (anti-tobacco legislation, pressure
groups, second-hand smoke and smoking restrictions
{“ETS"), inter-governmental organization activities of
the type developed by PAHO), corporate issues (taxa-
tion, environment, corporate image, regional trading},
and media (contacts, special events, media analysis)."*
The conclusions of the December 1990 BAT “Smoking
Lssues” meeting highlighted in particular the importance
the industry artached to growing awareness of second-
hand smoke as a health issue:

1. The main issue facing the industry in South America, now
and in the future, is ETS/ public smoking
restrictions/social unacceptability of smoking. The issue
of active smoking is, however, still of major importance.
The influence of anti-smoking stories in international
media (particularly those emanating from the U.5./Eng-
fand) and of WHO/PAHO must not be underestimated in
this context.

2. A key element in any public affairs programme is the
maintenance of a good corporate reputation. Without
this, communication on other issues will be adversely
affected.

3. Environmental issues are likely to be of importance in the
future and companies must ensure they are not open to
criticism on these grounds.?!

To ensure company-wide consistency in addressing these
issues, BAT held regular meetings with the general man-
agers of the Latin America operating companies.*”
Sharon Boyse, of BAT Public Affairs, was not able to
attend the October 1991 meeting and sent David Bacon
in her place.® A memo from Boyse to Bacon, dated
October 11, 1991," was apparently intended to bring
him up to speed on the issues to be discussed at the meet-
ing. This document provides much insight into the



regional priorities of BAT headquarters, as well as the
firm's assessment of business in Latin America from a
public affairs perspective.

... 2. Public Affairs/ Smoking Issues

a. ETS—all companies have a plan for ETS except Argentina.
All companies are contributing towards use of the scien-
tific resources provided by Covington & Burling and the
programme is gaing well. ... So far C&B are delighted
with the selection they have, and think they're potentially
the best group around the world. [See Chapter [I]

b.  Legislation—Chile have done extremely well in combat-
ing most of their proposed legislation, but 1 think
they're still facing a sponsorship ban. They are working
on it and in any case the reading of the bill has been
postponed 1o next year.

The Venezualan [sic] legislation has now been
seen and is totally mad—you are even forbidden to
smeke in front of a pregnant woman. They are currently
arganising their response and Ernesto by and large keeps
us informed.

The Argentinian legislation—who knows?
Their communication techniques are somewhat lacking.
Other than their monthly S&H [Smoking & Health]
reviews, which usually do not appear and if they do they
are late, they don't keep us informed about much.

c. Media programimes—we have now carried one out in
Venezuala [sic} which was a success, and on November 4
will be carrying one out in Argentina for Argentina, Brazil,
Chile, Uruguay and Paraguay (the latter 2 are PM). The aim
with this one is to partially set the scene for the World Con-
ference next year.

d. World Conference, Buenos Aires, end of March 1992
Argentina have a plan but I'm no longer confident that
they will be able to influence the media output as they
refused to participate in the second part of the Paul Diet-
rich proposal, which was essentially to persuade some
journalists to go along to the press conferences and
harangue people like [former U.S. president] Jimmy Carter
about health priorities. That would have influenced cover-
age and we were going to arrange for training in how to
disrupt a press conference—but they dedared (as usual)
that this wouldn't work in Argentina.®

The exact reasons for the Argentinean refusal to par-
ticipate in the “Dietrich proposal” are not known,
beyond the fact the tobacco industry thought it could
be counterproductive.*® [t is noteworthy that the Paul
Dietrich identified by Boyse is aun American lawyer
who received substantial funding from rthe robacco
industry”** and who long attacked the priorities estab-

lished by PAHO and WHQ.*

The 1994-1996 PMLA Strategic Plan shows that PMI
considered some policy directions to be not only a
threat to the overall industry, but also to its compertitive
advantage with BAT. To gain share of market {SOM),

PMI planned to “maximize tobaccoffood synergies: sales

and distribution, scale and management” as well as
“(b)uild core brands in mediumflow price segment.
Ferociously protect key medium/low price domestic
brands.”” PMI's perceived threats at the time were *TV
advertising restrictions in BAT dominated markets.
Increased taxation.” Advertising restrictions would take
away the firm’s ability to encourage utilization of its
brands,” causing PMI concern that restrictions would
further entrench BAT's position as market leader and
cost PMI a relatively larger number potential brand
switchers and new customers. Other PMI plans and doc-

uments reinforce the overall strategies and concerns
described above %7

In addition to straregies directly related to taxation,
health and marketing issues, the tobacco industry also
developed plans aimed at improving its corporate image
by making itself an integral part of the communitics in
which it operated. The goal was—and is—to buy good
will and build a supportive constituency that, when nec-
essary, would assist the industry in defending its interests.
This same strategy is executed by the industry on a world-
wide scale.

The documents analyzed provide several examples of
plans to enhance corporate appeal and demonstrate that
the industry has access to gavernment officials at various
levels,™ * ™ For example, the 1994-1996 plan for Taba-
calera Hondurena, S.A., Honduras, describes how the
company would promate corporate image through sup-
port of community development programs, continued
contact with government officials and media, and a
donation to the School of Journalism.”™ In Chile, Empre-
sas CCT would provide university scholarships and
sponsor primary education.” In Argentina, Nobleza-Pic-
cardo made a public donation to the Ministry of Public
Health for the campaign against cholera.” In the United
Kingdom, BAT, as part of its corporate image plan, pro-
vided support for a “Heads of Mission Gala Dinner”
organized by the Latin American and Caribbean Cul-
tural Society.”™ Philip Morris International developed
similar “cotporate image” tactics.”

LOBBYING

The lobbying of both government authorities and of inter-
national organizations is an integral part of the business

plans of both BAT and PMI. As described in various doc-

uments,”* lobbying activities focus on the three main per-
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ceived threats mentioned above: marketing, taxation and
smoking in public places.

Lobbying of Governments
The tobacco industry is known to have direct lines of
communication to senior governmenrt officials in many
countries. Latin America, it would seem, is no exception.
A 1993 BAT public affairs review describes its Guatemala
affiliate’s relations with the government as “Very good
relations. General Manager and Public Affairs Manager
know most Officials and Ministers personally. This
includes the President and Vice-President of the Repub-
lic.”** Similarly, in Honduras “The government has an
excellent opinion of TAHSA [BAT affiliate]. The Presi-
dent of the Republic visited us some months ago and
expressed his sympathy for the way we conduct business.
When PA Manager has asked for benefits from the Gov-

ernment, the answer has usually been posirive."™®

In Nicaragua, the industry lobbied successfully on taxa-
tion and to derail a ban on smoking in public places.®*!
Another set of 1994 documents describes in great detail
the industry’s efforts to oppose tobacco control proposed
legislation in Venezuela. BAT and PMI were united in
opposition to proposed comprehensive measures that
would ban direct and indirect advertising and promotion
{advertising on TV and radio had already been banned in
1989); ban smoking in public transportation, health care
facilities and other indoor spaces; restrict smoking in pub-
lic access areas in other private and public places; estab-
lish youth access measures, and provide strong language
for health warnings. The companies would counter the
text of the proposal and suggest weak, alternative meas-
ures, including a voluntary code for cigarette advertis-
ing.*'™ [t is not clear from the documents how successful
the industry was, but Venezuela has had strong tobacco
control legislation in the past.'™ ' The Venezuela legisla-
tion proposal documents also reveal the level of control
exercised by BAT headquarters over local aperating com-
panies with respect to the smoking and health issue. Com-
ments on proposed health warnings were provided by

headquartets to ensure they were consistent with the com- |

pany’s position of denying a causal relationship between
smoking and illness, and denying the addictive power of
tobacco.”™ The BAT documents make clear that submis-
sions to governments by local operating companies
needed to first be approved by headquarters in the UK.

A key lobbying tactic, consistent with world-wide pro-
motion of voluntary industry codes of “self-regulation,”
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was to promote adoption of the “model” legislation com-
monly crafted to counter all {nitiatives that could affect
corporate profits. For example, a 1992 strategic plan for
TANIC, BAT’s Nicataguan affiliate, states:

The anti-smoking lobbying is at present small in Nicaragua
but there are indications that it will gather strength as the country’s
economy develops. There is no reason to believe that Nicaragua
will not follow the example set by other countries, and prepare 1o
enact legislation restricting smoking in public places, restricting
advertising etc. Experience elsewhere has shown that it is desirable
to be ahead of the game and try to contain legistation rather than
repair damage after the event. ... TANIC must be in a position 10
influence ... legislation to protect or promaote its interests."

The industry’s legislative proposals, like its volunrary
codes, typically contain minor concessions that the
industry believes will not significantly impact tobacco
sales, and are intended solely to build corporate image
and, most importantly, block or at least delay meaningful
regularion. The voluntary codes have the added benefic
to the industry of being completely unenforceable.
Analyses of robacco industry self-regulatory efforts have
found that the tobaceo companies routinely violate even
the weak and narrow restrictions they have established

for themselves.'®'*

An example from PMI is a proposal to draft “tobacco
advertising legislation consistent with the industry self-
regulation code and PMI cigarette marketing code” in
Argentina.” Several of the BAT documents describe these
lobbying efforts in more detail. For example, a 1991 docu-
ment describes how Chiletabacos, with the help of the
Chilean Advertising Agencies Association, successfully
lobbied to water down proposed tobacco control legisla-
tion to restrict advertising and marketing.'"® And minutes
of a 1994 Repional meeting describe efforts 1o pass legisla-
tion that would prohibit tobacco-related bills being
adopted by Argentina’s various provinces." (Preemption
of tocal level tobacco control activity is another tobacco
industry strategy to derail public health efforts.'”)

Lobbying of International Organizations
In addition to country-level lobbying, the tobacco indus-
try also attempts to influence decision making at the
international level.* In Latin America, the companies
would jointly lobby those organizations that could have a
direct impact on regional health and economic policy-
making. For example, the industry perceived negatively
the influence that WHO and PAHO could have in
health policy in Latin America, and sought to influence
these organizations. A 1992 document detailing the plans




of BAT's Public Affairs Regional Group (PARG) for
Latin America describes the proposed lobbying of inter-
national organizations:

CONTACT/LOBBY INTERNATIONAL QRGANIZATIONS

The PARG promotes the re-activation of industry presenta-
tions pefare the Latin American and Caribbean Group (GRULAC)
and FACQ with the assistance of BATCo's Government and Corpo-
rate Relations Manager. As in the past, for this initiative to be suc-
cessful, it requires the participaticn of PMI and all BATCo. and BAT
Industry (Souza Cruz [Brazil)) companies in the region.

The main objectives of this initiative are:

1. To influence the vote of diplomatic delegations partici-
pating in the International Organizations at Geneva. Sc
as to counteract propositions against the tobacco indus-
try, spedifically the ones proposed at OMS [WHQO] Gen-
eral Assembly.

2. To ensure that FAQ's Review and Outlook Report
inchudes tobacco as a specific topic; and continues to
allocate resources for specific research and forecast of
tobacco activities.™

BAT'S PUBLIC AFFAIRS RESOURCE
GROUP (PARG)

Because of BAT's organizational structure, the parent cor-
poration lacks public recognition in the region and most
of its operations were carried out by local subsidiaries. In
contrast, the PM name was widely recognized, with its
activities more centrally coordinared through its Latin
America corporate affairs unit. BAT perceived its lack of
corporate recognition and coordination as a threat to
marker dominance, and a weakness that PMI was ready to
exploit. BAT hoped to improve the coordinuation of
regional activities through rhe creation of the Public
Affairs Resource Group (PARG). In addition, BAT
believed that betrer coordination of the Group'’s compa-
nies in the region would leave it in better position to
influence trade agrcements under development at the
time (Mercosur, Andean Pact, etc.). "+

Industry documents reveal the discussions that took
place to determine the role of this regional coordina-
tion effort and to review public affairs issues in gen-
eral.'"® Ed Grant, from Nobleza-Piccardo, perceived the
following as the main areas where regional cooperation
and coordination were needed:

smoking and health controversy, ETS, influencing politicians
and journalists, taxation issues, lobbying international organizations
such as FAC, WHO, UNESCO, and the IMF, the supervision of adver-

tising to be used outside the country in which it was preduced in
order to avoid controversies, relationship with NMAs and with com-
petition in general.'?

The minutes of a 1992 General Managers (GM)
meeting identify the priorities established for
regional coordination:

... there were a number of issues the group agreed would be
the subject of regional discussion and action. ... The major points
are:

1. The establishment of the Public Affairs Resource Group
(PARG). It was agreed to review and resolve the methods
of communicaticn within the group by the end of June.

2. Regional issues assessment. It was agreed that the group
would review and document the likely issues affecting
the South American region so that action could be
agreed immediately after the broader issue of regional
responsibility and business direction is resolved.

3. PA role in new regional trading arrangements. It
was agreed that basic information on countries in
the new trading blocks would be assembled, such
as key contacts for future lobbying activities.

4. Courtesy campaign. An evaluation of the likely success of
a courtesy campaign, similar te that running in Belgium,
would be carried out.

5. ETS consultants. An evaluation would be made tc increase
the effectiveness of scientific consultants in the region.

6. BATCo in the region. A conference/seminar would be
conducted to brief the media on the size and scope of
BATCo's activities in the region. Media briefings with
PMI would also continue and support would be given
to nominating attendees at the Madrid regional jour-
nalists” seminar in December.

7. Contact with WHO/FAQ, A programme would be devel-
oped to establish and maintain contact with WHO and
FAQ representatives in the region.

8. Corporate image. A study of the BATCo's corporate
image in the region, compared with PMI would be pro-
posed.

9. Ministerial liaison. A programme to send delegations of
Ministers and MP% on familiarisation trips to the UK
would continue.

10. Regional video. A video, promoting BAT in the region was
proposed.

11, Opponents audit. An audit of anti-smoking groups and
activities in the region would be carried out. ...."™

Thus, PARG's role would be to address “anti-smoking
pressure” and to monitor PAHO activities, including its
initiative “to fund healthy community pilot programs
with municipal authorities, which include smoking ces-
sation seminars”. PARG would also coordinate the
exchange of information related ro regional trade agree-
ments and to the development of “courtesy campaigns”
(see Chapter III).'"# Those involved with PARG met reg-
ularly to exchange information and report back to
BAT.® - 13312 PARGS would also be responsible for the
following efforts:

II. Plans and Strategies [{IEENN



THE ANATOMY OF A TOBACCO LOBBYING CAMPAIGN: THE PRESI-

. DENTIAL VETO OF THE ADVERTISING BAN.IN ARGENTINA

In 1962, then-Argentinian President Carlos Menem vetoed the “Neri Biil”, legislation that would have “forbidden all cigarette adver-
tising and promotion, restricted smoking in public or enclosed areas. and required extensive disclosure of ingredients and addi-
tives.””™ This was an important victory for the tebacco companies, which had lobbied heavily against the bill, showing extreme

concern that Argentina might enact comprehensive legisiation.”

he Argentinian veto provides

a classic example of the strate-

gies and techniques that have
made the tabacco industry so success-
ful at derailing attempts to regulate
tobacco. The central strategies and
goals used by the industry world-wide
are: framing of the debate; mobiliza-
tion of the media and of decision
makers; direct lobbying of govern-
ment; proposal of weak alternatives
1o forestall further regulatory
attempts; and avoidance of a nega-
tive “domino effect” at all costs.

The Neri bill had been approved by
the house, but had become dormant,
so the industry was caught by sur-
prise when the Senate approved it. A
memo faxed from Ed Grant of BAT
Argentinian affiliate Nobleza-Pic-
cardo informed BAT's Keith S. Bunt
of the Senate approval. Grant stated
that the next step for BAT would be
to attempt to “obtain a Presidential
veto” although he did not "pin too
much hope on this.”"* Handwritten-
notes, presumably by Dunt,
explained that a ban aon all advertis-
ing, sampling and promotion was a
key issue and that there should be
icbbying against banning smoking in
indoor places. The handwritten
notes also stated

N.B. This fapproval by the Senate of the bill]

is almost unbelievable. | had been advised

this was dormant in the Senate ... but LA.

style 100 bills passed in one nigf:ﬁ

. What lobbying - really active fobby-
ing - has been done by Basso {Gen-
eral manager of N-P} over fast 3
months.

L] Is N.M.A. really having access to Govn't
nat fust representatives funreadable]

+  Canwe avold worst at this late hour
by voluntary code; how ;uolmcally
fragile Is Menem at this moment?

. Use of international agencies ta lobby ’

for freedom of speech, etc.'fEmpha-
sis in original.]

The lobbying plans were put into
practice.

framing the debate

To hope for a reversal in the legisla--
tion at such a late date, it was critical
that the industry frame the debate in
terms that would resonate with the
public and that would bring on board
strong allies. In an extensive and
detailed case analysis of the com-
pany's lobbying effort,” Philip Morris
describes the messages developed at
that time, which are the same ones
the tobacco industry still uses to com-
municate to the its opposition to any
kind of advertising restrictions:

...1. The Neri law was an unconstitutional
limitation of freedom of commercial speech
2. There is no evidence which shows a can-
nection between cigarette advertising and
censumption

3. Cigarette advertising is designed to pre-
serve brand loyalty and promote brand
switching ..."”

The primary goal was to sidestep the
issue of health altogether; however
the industry recognized the need to
deny the evidence showing the link
between tobacco promotion and cig-
arette consumption.

Mobilization of the media and
decision makers

The tobacco industry mobilized its
allies in the advertising industry and
generated many letters to President
Menem and other Argentinian Govern-
ment officials and legislators. Letters
from the World Federation of Advertis-
ers and the International Advertising
Association argued that advertising
bans were an unnecessary infringe-
ment on freedom of speech and par-
roting other tobacco industry
arguments," Support also came from
the Interamerican Press Association
and the Interamerican Society for Free-
dom of Commercial Speech. Industry
consultants were also used in the lob-
bying effort against restricting smok-
ing in public places. (See Chapter Ili)

The Philip Morris case analysis demon-
strates the importance of building
alliances early on in the campaign.

One of the “main actions taken” was

... Tobacco industry organized a closed
door warking session with media owners,
sports figures, advertising executives, and
other interested parties to initiate a cam-
paign In faver of a presidential veto, ...'"
{Orlginal in all caps]

Lobbying of government, alter-
native proposals, and the
domino effect

In addition to mobilizing journafists,
the industry and its allies lobbied mem-
bers of the government directly to
push for a veto. A key concern of the
industry was that approval of the Neri
Bill would have a “domino effect” and
lead other countries in the region to
ban advertising and to adopt other
legislative tobacco control measures. '
The history of tobacco contro! shows
that this domine effect is real: once
one country initiates a measure, other
countries learn from and replicate it.
Even after the veto, the industry was
aware of the need to pre-empt further
interest in serious tobacco regulation.
It started to draft a legislative proposal
consistent with the industry's self-regu-
lating code*™ ' in order to prevent
“additional extremist legislation” from
re-emerging.

The case study’s conclusions and
“lessons learned” provide an
anatomy of the tobacco industry’s
continuing strategies to oppose
tobacco control legislation:

...the industry remains vuinerabie to
the personal agenda of individual
congressmen.

- Advocates for severe restrictions on
cigarette advertising and public
smoking are well integrated into the
local poiltical structure and financed
from local and international sources.

- When a crisls situation emerges, such
as the Argentine’s Cangress’ approval
of tobacco advertising ban, a rapid
response is essential. A contingency
plan which clearly defines the role
and responsibilities of each affected

. party Is a prerequisite to effective,

broad based counzeraction. Key mes-
sage points must be prepared in
advance of a crisis.

- The industry must appoint &
spokesperson to articulate consis-
tently the key message points to the
media and, uftimately, the public.

- Credibility with the press, which is
vital for the industry te communicate
its message to the public, is earned
through long term relations, nurtur-
ing and respect.

- A quick and effective respanse is
facilitated by having & prepared set
of arquments, international prece.
dents and legislative proposals.

- The industry and the advertising com-
munity must be prepared to offer
viable legistative alternatives to the
Congress and for Executive Branch.

In the absence of some constructive
counter-proposal, additional extrem-
ist fegislation is likely to re-emerge.

- The impact of anti-tobacco legisfation
may have a domino effect in neigh-
boring countries. Congressional
approval of restrictions such as theose
contained in Argentina’s Neri Bill can
inspire ather governments in the
region to adopt similar legislation.
Similarly. & presidential vetc in one
country <an influence initiatives in
nearby countries. For example, a long-
standing proposai ta severely resirict
tobacco advertising in Paraguay was
vetoed by the Senate in the week fol-
fowing President Menem's veto of the
Neri Bill. In the same week, a propasal
of the same nature in Venezuela’s
Congress was tempararily shelved.
Regionail Economic integration move-
ments, such as MERCOSUR, can accel-
erate the domino effect.

- Advertising and sponsorship activities
are not enly marketing togis' they
create allies which share the Indus-
try’s interests and can be counted on
in the event of a crisis simiiar to the
ane In Argentina.

- It is vital to have a strong group of Cor-
porate Affalrs and Advertising Execu-
tives, such as the team in Argentina,
to oppose efforts to restrict the
ingdustry’s ability to advertise, ™
{Criginai in al! caps}




...Regional Journalist conference/seminar (Batco—PMi)

The vatue of this project for the regional Op Co's was noted.
The original concept of a seminar to project Batco's image in the
region was modified to comprise a more practical objective. In
principle, a Batco journalist seminar would include three main
points: 1) Batco in the region (probably Scuza Cruz would have to
be included); 2) Contemporary issues of interest for the journalist
{ei. [sic| Press freedom by the Latin American Editor of the Wall
Street Journal); 3) Smoking and health issues. ...

6, Contact/lobby international organizations

Past experience of said contacts (Argentine experience) was
fully discussed, specifically with FAQ and the Latin American
Group (GRULA). The importance of reactivating this line of
action was noted to be of utmost importance due to the poten-
tial of influencing outcome cf propesitions made by WHO dur-
ing their General Assembly at Geneva as well as the FAC reports
on the importance of tobacco in the region. ...

“Border business” was discussed and agreed that K. Dunt
and D. Bacon will introduce this issue in the agenda by firstly
developing a position paper to be presented for review at the
appropriate levels in Batco (and probably PM! depending on the
Groups subsequent strategy). The LA—PARG and PA Batco will
take on the issue based on the cutcome of the meetings in Batco.

9. Ministerial Relations

It was decide [sic] to conduct the ministersal liaison in an indi-
vidual basis due to the patential risk of government officiats being
exposed jointly to industry information which might trigger discus-
sions of sensitive issues such as excise tax and border business, ...'2

COURTING THE MEDIA

As described throughout this document with regard to
particular issue areas, the tobacco companies view the
media as a critical target for their messages. Given the
“controversial” nature of tobacco products, media activi-
ties needed to be comprehensive, direct, and appealing if
the companies hoped to get positive coverage.

Media Symposia

Omne of the joint activities developed by PMI and BAT
(somerimes in conjunction with other multinationals
operating in the region) was to stage symposia (“semi-
nars”) targeting media professionals.!™#2 "1 Anticipating
growth in public concemn over smoking and health issues,
the goal of the symposia was to tilt regional journalists’
opinions in favor of the industry. This joint, regional cam-
paign, subsequently joined by BAT, was the expansion of
an existing PMI initiative that regularly conducred sym-
posia for Latin journalists in Madrid. 97" ™ These sym-
posia were conducted throughout the region and were
based on a model the industry used in many parts of the
world, often with the same speakers traveling from coun-
try to country and region to region.'* 44!

With some allowance for local variation, the symposia’s
basic program covered topics relared to smoking and
health, second-hand smoke, freedom of speech and WHO
priorities. The presentations were heavily biased towards
thase that reinforced standard industry claims: that there
was no established link between smoking and disease; that
arguments against second-hand smoke were politically
motivated and demonstrated a misuse of risk assessment
theory; that advertising restrictions and bans constituted
an assault on freedom of speech; and that tobacco control
constituted a misplaced priority for WHO.

The companics made ample use of their cadre of interna-
tional consultants for these symposia, but relied on inter-
nal staff for the smoking and health presentation. They
acknowledged that, in the mid-1990s, there was no one
they could rely on to argue the industry’s claim of insuffi-
cient scientific proof of the causal relationship berween
smoking and a host of diseases.*'** (The companies’ posi-
tions have changed somewhat since then. The Philip
Morris website includes a statement noting the company
“agree(s) with the overwhelming medical and scientific
consensus that cigarette smoking causes lung cancer,
heart disease, emphysema and other serious diseases in
smokers.'* BAT is a little less forthcoming, offering this
statement on its corporate site: “Statistical studies have
reported that, along with the pleasures of smoking come
real risks of serious diseases such as lung cancer, respira-
tory disease and heart disease. It is also true that many
people find it hard to quit smoking. The risks vary by the
amount smoked, being highest in those that smoke for
more years and smoke more cigarettes per day. What’s
more, the risks reduce in groups of people who quit smok-
ing and the only way to be certain of avoiding these risks
is not to smoke.'")

A 1993 letter from PMI to BAT lists the proposed topics
to be covered: freedom of commercial speech, ETS,
active smoking, economic impact of tobacco, indoor air
quality and WHO. The letter also proposes speakers and
discusses their qualifications. As with most pubtic rela-
tions events, the proposed speakers mostly represented
organizations not directly affiliated with tobacco compa-
nies, or front groups in which the industry role was hid-
den. They included representatives of the International
Advertising Association [“Mr. Mendiola... could be a
very credible speaker in light of the organization that he
represents”], the Sociedad Interamericana por la Libre
Expresion Comertcial, and The Advancement of Sound
Science Coalition," (an industry front group in the
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United States'*). On indoor air quality, the letter stares
that Healthy Buildings International (HBI), an industry
consultancy firm, “may be a problem.”# No reason is
provided, but HBI's regional and global links to the
tobacco industry were becoming increasingly well

known, and this may have created corporate discom-
fore.'"¥ (See Chapter 111)

Table 2.1 lists sotne of the speakers for a few of these sym-
posia. Journalists from several countries were invited to
attend. These symposia generated press coverage and pro-
vided the industry with another forum to continue its dis-
information campaign and reinforce its denials abourt the
harmful health effects of smoking, addiction, and second-
hand smoke.™ 4% BAT’s Boyse considered these sym-
posia so successful she suggested they take place every
year. In a 1992 letter to Roberto Freire of Costa Rica’s
Republic Tobacco Company, Boyse stated:

... In terms of subject matter it seemed to me that the issues
we covered were the correct issues. ... In particular, the active
smeking issue was well received, in spite of the concerns before-
hand from your focal PM company. Every time we cover this issue
it seems to me that the response is so positive that we really can-
not afford to leave it out and risk our credibility.

My recommendation would be that you do this in the region,
if possible, every year. Issues are beginning to emerge in virtually
every country now, and for most cauntries there is still the possi-
hility of influencing journalistic opinion before the public debate
has reached such a stage that everyone’s mind, including the
media’s, is already made up. In the South American countries this
is certainly the aim, and in many cases they are hoping to support
toth a country-specific briefing and a regional briefing each year.
I would therefore recommend, in ary regional action plan for
1993, that companies budget for another such briefing around
the same time of year.'

. The budgets for these symposia varied, and the costs were

shared by PMI and BAT’s local affiliates. For example,
costs for the 1992 Costa Rica symposium were estimated
to be at least $60,000,' and approximately $90,000 for
the 1994 Miami Seminar."” Countties would often con-
duct a “local” seminar with a host co-sponsor. For exam-
ple, a 1993 Chilean seminar was co-sponsored by the
Consejo Regional del Colegio de Periodistas de Chile
and, in 1994, Souza Cruz organized a media seminar co-
sponsored by the Brazilian Press Association (ABI) in
Rio de Janeiro.'™'*

The documents describe in great detail the organization of
a jointly sponsored April 1994 PMI/BAT journalists’ sem-
inar that was originally planned for Aruba, but ultimartely
held in Miami. The countries involved were Argentina,

Brazil, Chile, Colombia, Ecuador, Uruguay and
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Venezuela, " 2 5254155 (Table 2.2 lists the journalists that
attended the seminar.) These dacuments provide intrigu-
ing insight into the companies’ ability to collaborate even
when disagreements persist. However, it is also clear that
BAT, with its predominant SOM in Latin America, felt
itself disadvantaged by having the meeting in PM territory,
in Miami. BAT also thought the United States was too
“anti-smoking”, and was concerned about exposing Latin
American journalists to such a “climate”, as described in
the evaluation by Jorge de Barros Franco from Souza Cruz:

| think that the USA is not the best country to take journal-
ists to because we expose them to a much more anti-smoking
environment that we would normally have in our countries.
Another remark about the USA is the fact that we are taking jour-
nalists inte the Marlboro country, what means te reinforce PMI's
normal behavior of trying to take advantage of every chance and
pretend they are owners of the show and more important and
better than we are. ...'*

The evaluation of the Miami Seminar reveals that the
presentation on WHO's priorities was sensitive, given
the high regard rhe organization enjoyed in the region.
Boyse noted that, “Anderson/WHO it was generally felt
that we should not be too anti-WHQO in this presenta-
tion, but make mention of the good things WHO is
doing in the region. This is easily achievable by briefing
the speaker in advance. ... .""™

Boyse's response to one of the individual comments, by
Ernesto Antich of BAT’s Venezuelan subsidiary Bigott,
defines some of the inter-company concens raised during
the planning and execution of the seminars. lts most
striking revelation is how difficult it had become for the
companies to find any credible spokesperson willing to
present their position on smoking and health:

... Smoking and health: we do not have any externat con-
sultamt willing to do this, let alone a Spanish speaker. Similarly, it
needs at least some scientific qualifications to give it standing,
and therefore | do not accept that we can simply let a Spanish
speaker read it out and we be available to answer the questions.
Previous opinion on this has been that its better to do the pres-
ertation in Spanish even if you're obviously not a native speaker
(as long as it’s comprehensible, which it seems by the amount of
questions and interest afterwards that it was) rather than rely on
the vagaries of translation—especially on such a sensitive topic.
This of course is what Howard Bell did. | would be much happier
doing it in English, | can assure you!'™

Although most of the documents discuss media seminars
carried out for Latin American countries, BAT proposed
seminars and individual journalist briefings in the Eng-
lish-speaking Caribbean as well, although the documents
analyzed do not include reports on the outcomes. A pro-



' TABLE 2.1 PARTIAL LIST OF SPEAKERS
AT DIFFERENT JOURNALISTS’ SEMINARS. *

Alpuente, Moncho
Anderson, Digby
Basso Dastugue, Jorge
Bell, Howérd

Boddewyn, fean J.

Borelli, Tom
Bayse, Sharon
Carruthers, Garry
de Krivoy, Ruth

Dietrich, Paul

Fumente, Mike
Graffe, JE [José Elias)
Holcomb, Larry

Monasterios, Ruben

Proctor, Chris
Reichard, Hector

Robertson, Gray

Trull, Armando -
Vives, Jorge

Witorsch, Philip

Witorsch, Ray

Affiliation

Club de Fumadores por la
Tolerancia

ARISE {Associates for Research
Into the Science of Enjoyment)

Nobleza Piccardo

Wiley, Rein & Fielding (DC
law firm)

IAA {International Advertis-

ing Association}

PM

BAT/Brown & Williamson

The Advancement of Sound
Science Coalition (TASSCO)

Central Bank, Venezuela

Institute for International
Health & Development
(IHC} / PAHO *Communi-
cating for Health” Develop-
ment Committee

Hudson Institute

Holcomb Environmental
Services

C&E, Georgetown University

Reichard & Escalera, Attor-
neys and Counseliors

President, HBI

UPI-CBS $panish Radio, Uni-
vision News

Executive vice-president,

Massalin Particulares

International Center for
Toxicology and Medicine
(ICTM)

Medical College of Virginia,
Virginia Commonwealth
University

Seminarfyear

Bariloche 91
Venezuela '91
Miami "94
Miami ‘94

Miami ‘94

Bariloche '91
Venezuela 91

Venezuela "91

Miarmi ‘94

Bariloche ‘91, Venezuela
‘91, Miami '94

Miami ‘94

Venezuela *91

Bariloche ‘91

Venezuela '91

Miami ‘94
(stheduled, didn't appear)
Venezuela '91

Venezuela '91

Venezuela '91

Bariloche '91
Miami 94

Costa Rica "92

Miami 94
Miami ‘94

Bariloche 91
Costa Rica '92

Costa Rica ‘92

Topic

Smokers’ rights
Who benefits from WHQ?
Economic Impact of the

Tobacco industry

Threats to freedom of
speech

Advertising restrictions and
smoking: The strange con-

nection

ETSYEPA/paliticization of
ETS

Tabacwo and Health
Guaranteeing scientific
process integrity

Economic impact of the
tobacco industry

WHGQ and the problem of
warld health

La Ciencia bajo Fuege {5¢i-
ence under fire)

Origin and reason for
movements of opinion
ETS & Health; 1AQ

Tobacco and sensuality

Indaor Air Quality
Fear of living/Fear to live

Indoor Air Quality

Media and the White House

Ecanomic Impact of the
Tobacco industry

Health Effects of indoor Air
Pollution

ETS

Background

Spanish authar
Sociologist and Journalist
Director, Asuntos Empresarios

{Business Affairs)

Former president, American
Advertising Association

professor of Marketing &
International Business,
Baruch College, CUNY
Manager of Scientific Issues
Director of Sdentific Issues,

BEW

Former New Mexico gover-
nor °

Farmer President, Central
Bank

Us attorney

Stience writer

Philosopher & economist
Erwironmental toxicologist;
Former EPA employee

Venezuelan artist

Current Head of Science
and Regulation, BAT

Attorney

UK Chemist

Affiliates Correspondent
Head, Tobacco Industry
Chamber, Argentina

Physician

Physician, Professor of Phys-
iology

A

* For illustrative purpases. Far more seminars were conducted than are listed here,
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posal for a seminar to potentially be held in Jamaica in
early 1994 identified an objective similar to those of the
Latin American seminars. The same objective was iden-
tified for individual journalist briefings proposed for Bar-
bados and Trinidad, among other countries:

To inform local media representatives of the company’s posi-
tion on smoking issues; 1o persuade them that we have a credi-
ble and interesting response to the claims that are made about
our preducts, and that our positicn is based on independent
research and thus supported by independent experts. More
specifically, to persuade media to become allies in lobbying
against smoking restrictions. [emphasis added]'**

Global Messages, Delivered Locally

In addition to the journalists’ symposia, the tobacco
industry developed other strategies to co-opt the media,
thus continuing its efforts to mislead the public and pol-
icymakers on tobacco and health issues. As awareness of
the deadly effects of smoking and second-hand smoke
{SHS) grew, both companies provided local managers
training on how to address the media and how to respond
to questions related to the deleterious health effects of
smoking and SHS. These sessions prepared local man-
agers to toe the corporate line and repeat the indus-
try mantra on these issues, 270 117 16 156168

A joint media strategy was to disseminate the press
articles written by the tobacco companies and their
consultants.” "% 1" The technique is explained in
this 1991 memo from BAT’s Boyse to several of the
Latin American company managers:

At various briefing sessicns in both South and Central Amer-
ica this year we have discussed the possibility of having articles
written in a suitable style and on suitable issues that could then be
circulated to operating companies and hopefully, through their
contacts, printed in the local press.

It was agreed that for the purposes of this region it would
probably be most suitable 10 have a freelance journalist based in the
USA to write these articles. Philip Morris have therefore been look-
ing for a suitable Spanish-speaking journalist for some time now,
and believe that they have found one that may be suitable for us.

Capies of the first articles that were drafted by this journal-
ist are enclosed: two short pieces: one newspaper story and one
editorial, and one longer feature piece, ‘Historia de la evaluacion
sobre el riesgo en el fumador pasivo’. [A history of the evaluation
of the risks of passive smoking] | would be gratefu! if alt compa-
nies could let me have comments on these articles as follows:

* s the material and style of writing suitable and appro-
priate for the region’s press

s Are these the kinds of articles that companies feel they
could pass on 1o local media contacts for possible
printing ...

Philip Morris has also circulated these articles to their local

staff and so where they are alsc present in the market this can be
discussed as an industry issue.'®
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TABLE 2.2. JOURNALISYS AT THE 1994

: MIAMI SEMINAR (22 JOURNALISTS)

Country Name Institution
Argentina  Adelina (Mona) Moncalvillo  Journalist and writer, “Poder
Ciudadano™ (organization in
defense of democracy and
hurman rights) and FM Palermo
Luisa Adela Valmaggia Gerencia de Noticias de
Radio Rivadavia
Sandra Jacobson Cronista de America 2 TV
Laura Termine Likely to be Diario P12
(Buenos Aires}
Brazil Martha San Juan Editorial Director, Galileu
Claudio Gsillag Executive editor, Revista
Brasileira de Psiqulatria
Chile Litian Duery E! Mercurio, Santiago
Raul Rojas La Tercera
Bernardita del Solar Director, Qué Pasa {(weekly)
Maria del Rosario Larrain [we were unable to identify)]
Blanca Bulnes TV Channel 13
Colombia  Jose Triana [We were unable to identify]
Hector Mario Rodriguez Author, Los piratas de la
bolsa, Ediciones Plus, Bogotd
Maria Alejandra Castellote [We were unable to identify]
Ecuador Jorge Ortiz Garcia [we were unable to identify]
Andres Carricn Mena [wwe were unable to identify]
Uruguay  Cristina Canoura Freelaﬁce journalist, Monte-
video
Andres Falca [We were unable ta identify]
Carlos Lopez [We were unable to identify]
Venezuela Mercedes Martinez El Diario de Caracas

Carmen Carrillo

Yajaira Hernandez

[We were unable to identify]

[We were unable to identify]

Part of the rationale for this strategy was to counter what
was perceived as the influence of the international media
in Latin American outlets, where news had begun to
appear more often concerning tobacco control advances
in the United States and elsewhere.



Journalists’ Trips
Both companies invited journalists from Latin America visit
their corporate headquarters. A 1994 proposal from Corpo-
rate Communications to BAT, outlines the objectives of the
“proposed visit to the UK by senior editors and journalists
from South America” as:

to limit the damage tc, and even enhance, BAT's tobacco
business in South America through media comment and cover-
age. Secondary objectives ... include:

*  establishing better understanding by the media of the
other sides of tobacco issues

e establishing better understanding by the media and gaov-
ernment about BAT's business and its contributions to
local communities and economies

e establishing better personal relationships with the editors
and senior journalists of the South American media.™®

The same proposal, under the sub-heading “Who is going
to pay for the trip? displays the industry’s keen under-
standing of the need to kill potential critics with kind-
ness, ensuring they don’t “bite the hands that feed them™:

Some media have a palicy that they do not accept all
expenses paid trips for their journalists as this could be seen to
compromise their independence. Therefore it may well be that
the newspaper or programme insists that it has to pay at least
some element of the cost, and to do this it must be totally con-
vinced that the trip is genuinely worthwhile and not just a jun-
ket or a pure publicity exercise. In this respect, freelancers can
be a better bet as they are more open to having their trip paid
for, and they are less likely to ‘bite the hands that feed them’ as
they will want to safeguard their place on any future trips.™

The proposal then details the strategies required to make the
trip an appealing one, plus how to achieve a balance between
providing information and promoting BATs interests:

While time devoted to pure BAT promotion should be kept to
a sensible level, the other activities in the trip programme should
reinforce the messages of that prometion by focusing on tobacco
issues. Even the visit to Wimbledon can be used to demanstrate
some of the benefits and difficulties of tobacco sponsorship.™

ALLIES OR COMPETITORS?

Details of the media symposia and the joint excise tax
lobbying efforts, as well as the ETS Consultancy Pro-
ject (Chapter 111}, demonstrate that BAT and PMI are
capable of close collaboration to safeguard mutual
interests, despite their rivalry in the Latin America
market. They remain competitors, however, and often
resort to “price wars"—significantly lowering the
price of a specific brand to gain share of market—and
other strategies to cat away at each other’s SOM.

BAT has enjoyed regional market dominance for decades,
a position constantly threatened by PMI. While PMI had
been using a coordinated effort to gain market share
through its Marlboro and L&M brands, BAT was devel-
oping strategies to stop PMI's advance®™'# As stated in
the minutes of the 1991 BAT GM meeting:

. Competitive activities throughout the region were
reviewed and the following conclusions drawn:

*  BAT dominance in the region is at risk.

s  PMis progressive, aggressive and a greater threat than
in the past. ...

s There are indications that PM is seriously considering a
renewed attempt to re-enter the Chilean market, having
withdrawn its licences from Facil

¢ PMis well placed in Colombia and using transit {DNP]
generally to great effect. ...

¢  The questicn of a strategic alliance with RIR should be
investigated.

*  The lapanese are making inroads into the northern part
of the region via Aruba and Colombia with prices one-
third of US export prices. They should be seen as a major
threat in the region. ...

Main conclusions reached were that PM World-wide and
alsa in the region, has the edge on Group companies with regard
tc lobbying/government relations. Group companies (including
the Centre) are under-resourced ... and consequently outgunned
and outmaneuvered by PM. This key issue is being addressed by
BATCo. Public Affairs Department, ..."

Despite the rivalry, PM1 and BAT would still meet ta dis-
cuss pricing and lobbying strategies. These meetings
occurred at the top executive level of company head-
quarters and at the local level. (Appendix 4 provides an
example of minutes of a BAT/PMI meeting.) It is clear
from the BAT documents describing these meetings that,
price wars aside, there was a significant amount of collu-
sionary agreement on pricing and marketing. Various
documents discuss their joint activities, for example:

¢ 21992 marketing and pricing “industry agreement”
in Panama;'™

*  advertising issues, including whether there was a risk of
a “backlash” from too high an advertising investment;
as well as pricing and distribution issues in Costa Rica;'

* joint lobbying and the creation of a National Manu-
facturers Association {(NMA), as well as “avoidance
of a price war [to protect] the long term interests of
the industry” in Chile; ™

* the creation of a NMA to lobby against “escalating
and organized activities of che pressure groups”, as
well as agreement about each company’s marketing
practices;'™ and

¢ evidence of collusion on price and taxation issues in
Venezuela.'™ '™
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. CONCLUSION

The tobacco industry’s general strategies for Latin America and the Caribbean are similar to those
used in other regions of the world. While the two dominant players, British American Tobacco
(BAT) and Philip Morris International (PMI), fight each other for market share, they also cooper-
ate to pressure governments on tax, pricing and legislative issues while crying out publicly
against state intervention in their corporate affairs. More importantly, BAT and PMI collaborate
to mislead the media and, ultimately, the public, on the real risks of smoking and exposure to sec-

ondhand smoke, and about the strategies that effectively reduce tobacco use.
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Efforts to introduce smoke-free policies in public and work
places have often met with strong resistance. Although this
resistance may appear spontaneous, investigations into
internal tobacco industry documents reveals that the
obstruction of public health efforts to combat second-hand
smoke can be routinely traced to the offices of the tobacco
industry. The inrernal documents examined describe a con-
certed, well-funded strategy to preempt Latin American
efforts to restrict smoking in public and work places.

THE TOBACCO INDUSTRY
AND PASSIVE SMOKING

Since the first reports emerged confirming health risks to
non-smokers, the tobacco industry has denied the existence
of causal links between passive smoking and disease or
death. The industry has used several strategies to create
doubt and confusicn among policy makers and the public,
often distorting the results of published studies or commis-
sioning consultants to produce repotts that would question
the scientific evidence about passive smoking. Tobacco
companies have also used the media and third-party groups
{frequently created and financed by the industry) as vehi-
cles for their misinformation campaigns."”

As early as the late-1970s, even before the U.S. Surgeon
General released a report on passive smoking, the indus-
try identified second-hand smoke as the most important
issue threatening its future.®* A 1978 study commis-

“a number of glo:bél' h;ealth"ag(:aricies, :

priority to reduce

Jimplementing _péli#iés that

sioned by the industry found that the movement to pro-
tect non-smokers was “the most dangerous development
to the viability of the tobacco industry that has yet
occurred.”® Similarly, in the eatly 1990s, the industry
perceived SHS as “the main issue facing the industry in
South America, now and in the future.”?

TOBACCO INDUSTRY SHS STRATEGIES
IN LATIN AMERICA

Over the past decade, one of the tobacco industry’s main
objectives for Latin America has been to *present a more
balanced view of Envircnmental Tobacco Smoke (ETS)
in the media and prevent passage of legislation that
would restrict or ban smoking in public places."

Critical to this objective was the commissioning of paid
“evidence” that would attempt to challenge the scientific
consensus an SHS. Philip Morris (PM) would, for example,

... communicate to the general public and governments that
serious scientific research does not support anti-smokers' allega-
tions against ETS ... [and] seek broad publication of balanced sci-
entific articles.™

To ensure the widest possible dissemination of the paid
“science,” PM made plans to work intimately with the
media. It sought to

provide issues and media training so that executives are bet-
ter prepared to handle controversial issues [and] create forums

¢l Secondhand Smoke ||



and briefings for Latin journalist on ‘Sound Science’ [and] conduct
media briefings to present the industry’s point of view ... [expand|
the network of media contacts to ensure that our point of view on
ETS is balanced in the media (and] organize visits for Latin Amer-
ica journalists to PM and KGF [Kraft General Foods] to acquaint
them with the diversity and scope of Philip Marris Comipanies.*

PM would also

’

continue the development and suppert of ETS Consultancy
program designed to generate scientific data and commentary to
respond to media claims against ETS, and to oppose government
initiatives to ban or restrict smoking in public places (on-going}.*

THE ETS CONSULTANCY PROGRAM AND
THE LATIN PROJECT

The ETS consultancy program in Latin America, the
corte industry strategy to undermine efforts to reduce SHS
exposure, was jointly financed by PM and British Ameri-
can Tobacco (BAT), and coordinated by the Washing-
ton, D.C. law firm of Covington and Burling.

The ETS consultancy program was a global strategy that
began around 1987.%* In Latin America, industry consult-
ants from other regions conducted program activities until
local representatives were recruited in early 199124532

A 1989 PM memo describes the early Latin American
efforts, which demenstrate a comprehensive strategy cov-
ering numerous countries and involving academic insti-
tutions as well as the media:

1. During 987 and 1988, our consultants participated in
two major briefing sessions for Latin journalists and gov-
ernment officials.

2. In December 1988, several additicnal consultants made
presentations on ETS at a conference in Argentina spon-
sored by the National Academy of Sciences of Buenos
Aires. The results of that conference have been preserved
in a set of written proceedings, which is being utilized in
other briefings in the Latin Region.

3. InApril 1989, our consultants participated in an extensive
set of briefings—fcr journalists, government officials and
members of the scientific community—in Guatemala and
Costa Rica. A number of excellent newspaper articles and
television reports followed the presentations.

4. Two of our consultants are participating this week [July
11, 1989] in a major scientific conference in Caracas,
Venezuela, which we have organized. An extensive set of
media interviews has been scheduled to coincide with
the conference.®

In the early 1990s, important scientific developments on

SHS in the US, such as the issuance of United States
Envirentmental Protection Agency (EPA) and National

. Profits Over People

Institute of Occupational Safety and Health (NIOSH)
reports on secondhand smoke, increased pressure on the
industry to counter the scientific findings linking SHS to
disease and to redouble its opposition to calls for public
smoking restrictions.”®

The “ETS Consultants Project” for Latin America
(“Latin Project”), summarized in a 1992 industry docu-
ment, took advantage of a vacuum in public health efforts
against exposure to SHS. It proposed a deliberate infil-
rration of the scientific community and the media vo pre-
empt potentially effective future measures:

The ETS Consultants Project in Central and South America
{"Latin Project”) was initiated in early 1991. The Latin Project cur-
rently includes thirteen consultants from seven countries:
Argenting, Brazil, Chile, Costa Rica, Ecuador, Guatemala and
Venezuela. The consultants represent a wide variety of scientific
disciplines, including chemistry and biochemistry, epidemiology,
oncology and pulmonary and cardigvascular medicine. The Latin
Project currently receives forty percent of its funding from Philip
Morris International. [Sixty percent from BAT. 2] The Latin Pro-
ject is managed by Covington and Burling.

Unlike mary other regional ETS consultant programs spon-
sored by the industry, the Latin project was initiated in anticipa-
tion, rather than in reacticn to, the full-force arrival of the ETS
issue to Central and South America... Critical to the success of the
Latin Project is the generation and promotion of solid scientific
data not only with respect to ETS specifically but also with respect
to the full range of potential indoor and outdoor air contami-
nants. This approach encourages government agencies and media
in Central and South America both to resist pressure from anti-
smoking groups and to assign ETS its proper place among the
many potential indoor and outdoor air contaminants found in
these regions.

To achieve the goals of the Latin Project, regional and coun-
try-specific initiatives for 1993 will emphasize:

*  Continued education of the consultants on indoar air qual-
ity issues in general and ETS and health issues in particular
in order to solidify the consultants’ positions as the regicnal
experts in these fields;

s Recruitment and education of additional consultants (if
necessary);

*  Publication by the consultants of indoor air quality and
ETS-related articles in scientific journals and in the pop-
ular media;

* Indoor air quality field studies and, where appropriate,
the publication and promotion of the results of these
studies;

*  Scientific conference on indoor air quality and ETS
issues; and

*  Direct and timely responses by the consultants to unbal-
anced or exaggerated media reports on ETS or unrea-
sonable proposals 1o restrict smoking in public places. "

An important element of the effort put into the Latin Pro-
ject was to avoid the appearance of any link between the
consultants and the tobacco industry. Consultants were to
be perceived as independent scientific experts.”™  For



example, this 1991 letter from BAT's Sharon Boyse to
Edgar Cordero, of Costa Rica stated:

... | cannot stress strongly enough the abselute necessity for
the industry 10 have no direct contact with these scientists [the
consultants] that are part of the program. ... If one scientist in the
group is perceived by anyone to be associated with the industry,
then we run the risk, by association, of this happening for the rest
of the group and the whele exercise will become pointless. All
contact, as previously explained, must be carried out through Cov-
ingten & Burling. ... * [Emphasis in ariginal.]

After an initial meeting between PM, BAT, C&B and
country representatives to decide on project priorities,*
consultants and country-level company representatives
attended regular meetings where they received informa-
tion on health and passive smoking issues and were
given written material on SHS, The handouts distrib-
uted to the consultants were produced by the industry,
and included the proceedings of the so-called “McGill
ETS symposium” in Montreal, Canada, in 1989,%* as
well as other industry-sponsored studies.* These meet-
ings served o assess the consultants’ level of under-
standing of issues important to the industry, along with
their ability to represent the industry's interests and to
maintain the consultants’ commitment to the Project.
At the end of the consultants’ meetings, future activities
were suggested and detailed. These included publication
of papers in peer-reviewed journals, presentations in sci-
entific conferences on SHS and indoor air quality
(1AQ), and the development of research projects.t#5%5
Table 3.1 provides a partial list of the Latin American
consultants for the project.

Having the consultants’ work published in peer-reviewed
scientific journals seemed a key aspect of the Latin Pro-
ject, both for the ability to enhance the experts’ credibil-
ity and as an added media tool.** As one example, the
review of cardiovascular disease and SHS by Alvarez and
Burger, in the Gaceta Medica de Caracas,” was suggested
as a possible media “hook” to communicate the industry
message, provided this did not stir a debate on SHS and
disease where it didn't already exist.”*

In addition, consultants were to be perceived.as regional
experts on the issues of SHS and [AQ.* The industry
provided some of the required training and these indus-
try-funded projects also served to solidify the consulr-
ants’ expert qualifications. Where possible, the industry
would support additional forms of training, and helped
legitimize the experts by ensuring their attendance ar
major meetings in the field. In a 1992 letter, Covingron

and Burling lawyer John Rupp, who coordinated the
Latin Project, offered a candid assessment of the
dilemma posed by an industry-sponsored program of
“independent” consultants:

The problem is that, apart from his general medical training,
Dr. Raad [from Ecuador] cannot peint to any experience giving him
unique ¢r specialized expertise in ETS. We certainly do not want
him to say, in response to an inquiry from a member of the press
or colleague, that a major part of his expertise stems from ETS
training/orientation sessions that he has attended that have been
put together by a couple of tobacco companies. What is needed is
scme independent source of expertise, complementing his general
medical training, that he can rely upon if challenged.¥

Dr. Raad was later made a co-investigator in a study
conducted by HBI (discussed below) on Sick Building

Syndrome.®

In a September 1992 memo, Rupp discusses the additional
financial resources necessary for the Project’s initial suc-
cesses to continue and increase. Specifically, Rupp men-
tions that additional funds were needed to continue
reaining consultants and tobacco company staff working
in each market, as well as for publication of research by
those consultants.” *# (The proposed budger for 1993
was approximately US$ 803,000, with a central budget of
approximately $365,000. For 1994, the proposed budget
was US$680,000.%4) Apparently, some of BAT's reserva-
tions and dissatisfaction about the way C&B was handling
the project in Latin America were also resolved, as the
company continued its participation in the project.™*

The project continued, albeit with whar Rupp termed
“minimal budget” in his 1993 assessment.® In 1995 there
were discussions about priorities and directions for 1996,
including the possibility of expanding the program to
other countries, such as Colombia, and the planning of
events and meetings.”’ [n 1997, one of the priorities was
to “identify individuals with epi [epidemioclogy] and sta-
tistical expertise” to work as consultants in the region®
and, in 1998, the priorities continued to be indoor air
quality programs and development of the consultants’
scientific expertise.®

Several documents describe meetings between Rupp and
some program consultants and tobacco industry personnel
in the countries involved in the Project. These meetings
served to assess the specific country-level needs of the Pro-
ject, including recruitment, progress made, and future
directions. The forward-looking issues included scientific
and legislative matters, as well as media strategies (i.e.

*The tobacco industry heavily promoted the proceedings of the “McGill Symposium,” co-opting McGill University's prestigious name for its aims. However, McGilt Uni-

versity made a point of distancing iself from the symposium and its conclusions.
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TABLE 3.1: PARTIAL LIST OF
TOBACCO INDUSTRY CONSULTANTS
IN LATIN AMERICA*

Country

Argentina

Brazil

Chile

Costa Rica

Ecuador

Guatemala

Peru

Venezuela

Consultant
Eduardo Gros {(deceased)

Carlos Alvarez

Osvaido Fustinoni
(deceased)

Antonio Miguel

Luiz Siqueira Motta
Luiz Britto

Francisco Radler de Aquino
Neto

Jari Nobrega Cardoso

Pedro Buckler

Lionel Gil

Ricardo Katz

Remigio Lopez

Maria do Rosario Alfaro
Jos‘e.l Rodrigues

Jean Raad Anton

Cesar Gonzalez Camargo

Mary E. Penny (CIAR
grantee)
Bruno Burger

Eduarde Souchon

Elba Contreras

Institution

Universidad de Buenos Aires
Insituto de las Clinicas Car-
diovasculares [Institute of

Cardiovascular Clinics)

National Academy of Sci-
ences and Medicine

Chemistry Institute, Univer-
sity of Sao Paulo {currently in
the USA)

[we were unable to identify]

{We ware unable to identify]

Chemistry Institute, Federal
University of Rio de Janeire

Chemistry Institute, Federal
University of Rio de Janeiro

University of Chile School of
Medicine

Environmental Engineer, Uni-
versidad de Chile

University of Chile School of
Medicine

Pollution Labaratory, National
University of Costa Rica

Nationat University of Costa
Rica

Intensive Care Medicine

Department of Central Labora-
tories, Ministry of Health and
University of San Carlos de
Guatemala Schoot of Medicine

Instituto de Investigacion
Nutricional

Centro Medico Docente,
Caracas

. Oncolagy, Hospital de Clini-

cas de Caracas

AmbioConsult

* It js likely that many more consultants exist.
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journalists” briefings on the industry’s perspective of ETS
and health) and local journalists' visits to the United
States. These documents, along with others related to the
project, provide a clear indication that, in addition to the
scientific subjects,™™"* the companies expected consult-
ants to be politically involved in assisting with the indus-
try’s goal of preventing passage of legislation that would
restrict public smoking and tobacco marketing in coun-
tries like Argentina, Chile and Venezuela.? " The 1992
Buenos Aires meeting repott states:

... Dr. Carlos Alvarez [an ETS project consultant] played a very
useful role in the larger industry efforts to defeat, and then to con-
vince President Menem to veto, the anti-tobacco legisiation
approved by the Argentine Parliament at the end of 1992. Dr.
Alvarez's activities included conversation with Senators from both
parties and a series of conversations with President Menem as well
as President Menem's brother, who serves as President of the Argen-
tine Senate. Dr. Alvarez also provided President Menem with a brief-
ing package and a covering letter that painted out that the smoking
restrictions that had been proposed lacked a solid scientific basis.™

Since the Argentine legislature was likely to reintroduce the
tobacco control bill, it was expected that the consultants’
level of political involvement would continue in 1993757

Consultants were expected to have a media relations’ role
and be able to respond to any press accounts on SHS that
werte unfavorable to the industry. ™" In Brazil, for example,
consultants were expected to “do a quick hit” with the
media as one of the proposed strategies “to counter the ava-
lanche of ... anti-smoking activity in the press {in 1993]".
Other measures included running a courtesy/rolerance pro-
gram, providing the press with pre-prepared articles, and to
“arrange private meetings between government officials,
engineers association, ...etc” with a scientist from Philip
Morris to present the company’s perspective on SHS.*

SHIFTING THE DEBATE: INDOOR AND
OUTDOOR AIR QUALITY

It is important to understand the strategic complexity of
the industry’s “science.” Although the industry clearly
denied and downplayed the links between passive smok-
ing and disease, it went further and tried to shift the
debate to broader issues of air quality. The key objective
was to convince the public that there were many contam-
inants in indoor and outdoor air, to which SHS was a very
minor contributor.”® ™ (Researchers have now estab-
lished that, in buildings where smoking is allowed, SHS is
the number one contriburor to indoor air pollution.¥)



A Central America field study proposed in 1992 is an
example of this line of argument. The study was based on
carlier industry investigations that attempted to prove
that tobacco smoke was not a significant contributor to
indoor air pollution and poor indoor air quality. The
study proposal states that it would

... acquire data on levels of various gas and particulate phase
airborne substances in offices and in restaurants in Costa Rica,
Guatemala, Panama, El Salvador, Nicaragua and Honduras. Levels
of outdoor air pollution will be determined simultaneous to the
indoor air measurements....®

Study results were published in the Ciencias Ambien-
tales Journal, edited by the National University of
Costa Rica. As expecred, they demonstrated chat smok-
ing was not a significant contributor to the poor indoor
air quality found.™" In 1994, another research proposal
was submitted that also included the following
Caribbean countries: Cuba, Jamaica, Haiti, the Domini-
can Republic and Puerto Rico. It is not clear from the
documents available if that particular research proposal
was accepted and funded.”

Before beginning the study, political and media contacts
were made, and selected articles were written for the
media so as to prepare dissemination of the results and to
continue to promote the tobacco industry’s position on
SHS and health.” In addition, research by several of the
consultants was later financed by the tobacco industry’s
Center for Indoor Air Research (CIAR)* % 02T 9% 4p
organization well-known for its funding of biased studies
intended to provide the industry with “scientific” mate-
rial in support of arguments against the health hazards of
passive smoking ™

As usual, the industry disseminated its |AQ arguments
and research widely to the media as well as among scien-
tists. One dissemination strategy was to arrange seminars
(in Chile and Argentina, for example) and have industry
consultants participate in scientific meetings. Although
staged as scientific events, these meetings were, in reality,
public relations and lobbying efforts by the industry. In
order to give the events greater credibility with the media
and government officials, industry sponsorship was not
disclosed here either.®

In addition to the Central America study mentioned
above, lAQ studies were also planned and conducted in
Venezuela, Chile, Argentina and Brazil, with results often
published in the international literature.™ & #®

The Brazilian Air Force Ministry

Aircraft Study
The industry documents’ discuss the plans of the Brazil-
ian Air Force to “conduct a study of occupational health
and passenger comfort in commercial aircraft ... of Brazil-
ian air carriers” in partnership with scientists of the Fed-
eral University of Rio de Janeiro, some of whom were
industry consultants. Christopher Proctor, now Head of
Science and Regularion at BAT but then with C&B, was
in faver of providing the scientists support, as he believed
that this development earned the consultants recognition
as indoor air quality experts.®™ It is not clear from the
documents reviewed if the study was ever conducted and
the role, if any, the industry consultant eventually played.

The CIESPAL Seminar

The CIESPAL seminar was considered one of the
Latin Project’s important achievements. CIESPAL,
the “Centro Internacional de Estudios Superiores de
Comunicacion para América Latina”, is a hon-govern-
mental organization in Quito, Ecuador dedicared to
the study of social communications and the goal of
improving the development, education and research
capabilities of communications professionals in the
region  (http://www.ciespal.netf). CIESPAL s
described in an industry document as “a highly
respected organization dedicated to educating journal-
ists from throughout Latin America on important
issues of regional interest.”"

Held in 1993 in Quito and organized and funded by the
industry, the seminar provided a forum to discuss air qual-
ity issues and to present findings of industry studies. The
seminar’s proceedings, published in rhe journal Ciencias
Ambientales of the National Univetsity of Costa Rica, also
ptovided material for a publication thar specifically tar-
geted regional issues concemning indoor air quality topics.
This material was then distributed by the industry to the
regional media. This process assisted in establishing indus-
try consultants as regional experts in the area of SHS.

Not surprisingly, seminar presentations on 1AQ) found that
cigarette smoking was a “very minor contributor to the
level of substances in indoor air”."" [n one presentation,
Argentinean consultant Carlos Alvarez discussed SHS and
cardiovascular diseases (CVD), concluding there is no sta-
tistically significant relationship between passive smoking
and CVD and that, “even assuming a worse case scenario,
the problems presented in Latin America by ETS exposure
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pale in comparison by those caused by outdoor air pollu-
tion, malnutrition, cholera, diarthea, illiteracy, poor hous-
ing and marginalization.” These claims are thoroughly
contradicted and discredited by the established science
showing that SHS is a major indoor air quality problem
and causally linked to CVD. Forty to sixty journalists
attended the seminar, less than what che industry
expected, but still “reasonably good” and the seminar
received “fair” regional coverage. ™ ™ & ¥ 10510

Other Seminars and Institutions

In Latin America, the tobacco industry also used the serv-
ices of Healthy Buildings International (HBI), a world-
wide “Indoor Environmental Consultants” firm
{(http:/fwww.hbi.com.aufinternational.html) that has
helped the tobacco industry in its efforts to prove that
tobacco smoke is not a cause of indoor air contamina-
tion.'” By 1991 at the latest, HBI was attending press
conferences and scientific meetings on behalf of the
tobacco industry and conducting research on indoot air
quality and sick building syndrome in several Latin
American countries, receiving significant media cover-
age. As is standard in these cases, tobacco industry fund-
ing was seldom, if ever, acknowledged.""¢ In 1992 BAT's
Boyse sent HBI's proposal for an [A() research and pub-
lic relations campaign in Buenos Aires to Jorge Basso
Dastugue, of Argentina’s BAT subsidiary Nobleza-Pic-
cardo. HBI estimated that the 18-month cost for the proj-
ect would be $154,000 plus the expensed of a PR firm."”
The memo Boyse sent along with the proposal reveals
some of the issues involved when dealing with groups
that are well-known associates of the tobacco industry. In
the memo, Boyse writes:

Attached is a final quote from HBI for all three phases of the
program ... Please also note, more importantly, that this is an
extremely sensitive document! H8I are currently under a consid-
erable amount of investigation in the US about their connections
with the industry. Ail references to companies in the quote has [sic]
therefore been removed. Please do not copy or cireulate this in
any way and please destroy this fax cover sheet aftar read-
ingl | know this sounds a litile like James Bond, but this is an
extremely sericus issue for HBL." [Emphasis in ariginal ]

Given that the document was still available in BAT’s
archives, Sharon Boyse clearly did nor follow her own
advice about destroying evidence. The results of the
investigation'® are not clear in the teviewed documents,
but HBI continues to operate.

In addition to HBI, other consultants were also on hand
to participate in or assist with Latin American events.
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These operatives also obtained reports and budgers from

PAHO and WHO for the Larin American region.""'?

Correspondence involving the contract with HBI provides
evidence that the collaboration between BAT and PM
wasn’t always smooth. Theit competition for increased
share of market (SOM) in the region manifested itself.
Plans were being jointly hatched for HBI to conduct stud-
ies in Venezuela, Argentina, and Chile, but there was hes-
itancy from PM with respect to Venezuela and Argentina,
while BAT did not want PM involved with any project in
Chile.*"'" Part of the concern was the need to keep
industry involvemenr hidden. For example, a letter from

BAT's Sharon Bayse to PM’s Steve Parrish notes:

The situation that has recently emerged between PM and
BAT regarding HBI is, not surprisingly, of considerable concern to
us. The concerns are as follows:

1. We understand that you are unwilling to accept local
BAT involvement in Phase 2 of the current project in
Venezuala {sic]. We understand that part of the reason-
ing for this is that our local company might in same way
detract from the intention to keep associated events
totally independent of the industry. In this respect, | find
it difficult to understand why you should assume this
when, in fact, the local PM company in Venezuala [sic]
recently blew the cover of one of our best consultants
in the ETS consultancy programme by inviting him to
participate in a Marlboro event ... Qur companies are
quite capable of understanding the necessity for keep-
ing these prejects independent ...

2. We also understand that, for similar reasons, you are
unwilling to contemplate cooperation between BAT and
PM companies in Argentina on such a project. Thisis even
more unfortunate than the case of Venezuala [sic] because
our companies in Argentina have a long history of cooper-
ation on all major issues and this kind of event only serves
to undermine the trust between the two companies ...

3. Even more importantly, when | contacted Gray Robertson

[of HBI] yesterday about the possibility of deing some-
thing for BAT in Chile (a market in which PM is not a sig-
nificant player) ... Gray was embarrassed to tell me that
he had got the distinct impression from PM that if he did
any work for BAT (or any other non-PM company) in the
future, then PM would refuse to fund HBI in future.
This is the most appalling situation, and seems to us to
have implications, not just for Latin America, but for the
whole principle of industry cooperation on ETS issues. ...
We also particularly resent the implication in all this that
PM are [sic] the only company that are able to properly
manage ETS and IAQ projects. ... | can assure you that ...
we are equally capable of grasping the subtleties of man-
agement of independent consultants. ..,

In a follow up letter from Boyse to Basso Dastugue of

Nobleza-Piccardo, she emphasizes the need to protect
BAT’s Chilean market:



| do not want PM in any way involved with any of our projects in
Chile. Our relationship with them is excellent . .. [but] we must bear in
mind that Chile still is a BAT market ... The tendency, because of our
cocperation with thern, is to forget that we are competitors neverthe-
less! ... [Emphasis in original.]

The over US$150,000 HBI proposal for Argentina {not
including PR casts) was a complex public relations strategy
leading to the creation of the “Environsense Consortium”,
a coalition of companies with interest in the [A{) issue.""*
'* The formation of this coalition was and is in keeping
with the tobacco industry’s worldwide strategy of creating
third party groups to distance the industry from its role in
manipulating public opinion on the SHS issue.!® * '*

The industry, through its consultants, typically sought to
obtain co-sponsorship for its seminars and symposia from
prestigious academic institutions. The groups involved
included the Argenrine Narional Academy of Sciences
and National Academy of Medicine; the Chilean Acad-
emy of Sciences, the Faculty of Medicine of the Univer-
sity of Chile, the Center for Environment Research
(CIPMA) in Chile, the Catholic University of Chile,

and the University of Sao Paulo in Brazil.” 71+ e

In 1995, the Argentine National Academy of Medicine
sponsoted a conference titled “Second International Sym-
posium on new Advances in Ambient Air and Cardio-res-
piratory lllnesses.” The president of rhe Scientific
Committee was industry consultant Catlos Alvarez, and
the honorary president, representing the academy, was
Osvaldo Fustioni, also an industry consultant. Known
industry consultants, like Philip Witorsch and New Mexico
ex-Govetnor & health care company CEQ Garrey Car-
ruthers,' ™" were among the conference speakers.

Also in 1995, the industry sponsored the “First Latin Amer-
ican Meeting on Indoor Air Contamination” in Santiago,
Chile, which in the opinion of a consultant, Antonic
Miguel, was a “great success”. Miguel proposed that the con-
ference proceedings be published in Spanish as a book, co-

edited by himself and another consultant, Lionel Gil, and to
be distributed worldwide.'*

Another example of the consultants’ role is revealed in a 1995
document describing industry consultant Antonio Miguel’s
efforts to assist with the organization of an [AQ meeting in
Sao Paulo, Brazil."” The questions posed at the end of his let-
ter to Covington and Burling lawyer Charles Lister again
speak to the industry's dilemma over revealing the extent of
its involvement in these activities it funded and organized:

...1) who would sign the formal invitations? And 2} who
would be the “official” sponsor of the meeting?™

In 1993 Miguel had solicited financial assistance from
C&B for the “First Annual Meeting of the Brazilian

Assaciation for Aerosol Research”™. ™

The formation of other front groups rhar could provide a
veneer of public support to fight smoking restrictions was
also discussed. Similar to “smokers’ rights groups” created
andfor funded by the industry around the world, BATs
Republic Tobacco Company's 1992-1994 strategic plan
for Costa Rica expressed the need to “analyize/implement
the creation of a smokers’ rights association.”>™

Latin America SHS and Air Quality Survey
At the end of 1993, PM appeared to shift to a reactive
posture as it responded to emerging threats to its position
as the key source of informarion on SHS. It considered
conducting market research on attitudes roward SHS in
Latin America, since the region was being

... bombarded by propasals, restrictions, and faws which seek
to drastically limit cur [Philip Morris] ability to market and advertise
our products. And while the level of concern does not yet match
that of the United States or Europe, we are beginning to see arti-
cles in the local media on the topic of ETS. ... The concern we face
today is that we do not have current systematic information on
public cor leadership attitudes about tobacco-related issues in any
Latin America ceuntry, and consequently, we do not have informa-
tion which allows us to gauge levels of concern/sensitivity across
countries. As a result, we may be inadvertently opening the prover-
bial "Pandora’s Box” via these programs mentioned above [ETS
Consultancy Program, regional journalists’ program, media train-
ing, accommedation program, etcl, or we may be appropriately
ahead of the ball. We have no way of knowing!"®

The survey, managed by The Wirthlin Group, was initially
planned for Argentina and Brazil, but it was expanded to
include Mexico and Venezuela as well. The US-based
industry law firm Shook, Hardy and Bacon was to review
and approve the final questionnaire, and the initial esti-
mated cost of the survey was US$ 200,000, (It appears
that a separate contract was also developed ro include
Puerto Rico. ")

In its conclusions for Puerto Rico and Latin America
(Brazil, Argentina, Venezuela and Mexico), the survey
found that:

Issues and concerns surrounding the tobacco industry in
Latin America do not appear to be just *smoke”. While not as
proactive or as organized as in the US and Puerto Rico in their
anti-smoking legislation and media attention, there exists a
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potentially strong, silent sentiment against smoking among the
general public.'?

The survey results showed that the general public seemed
more in favor of government regulations on both outdoor
and indoor air quality, including SHS, when compared to
opinion leaders.'*

One 1994 document discussing the preliminary survey
results in five Latin America countries states that smok-
ing is not as grear a concern in Latin Ametica as other
“social, economic and environmental issues” and that
outdoor air pollution is the “biggest air quality” issue. The
author notes:

i think this creates an opportunity for us [Philip Marris] to
begin to make noise about outdoor air quality while we continue
to pursue our work on IAQ through the ETS Consultancy Program.
... When pressed about ETS specifically, 73% of the general pub-
lic and 53% of opinion leaders expressed a need for more gov-
ernment regulaticn.®

To use the survey results to PM’s best advanrage, the com-
pany, with assistance from its law firms, locked for experts
on outdoot air quality in the region. The goal was to
explore opportunities to raise the “noise level on outdoor
air quality” and begin to “generate news by means of pub-
lication of articles, media tours of “experts”, conduct a
symposium, etc. ™

There ate several other documents that relate to this strat-
egy of “shifting the emphasis from ETS to outdoor ait
quality,” including the development of studies on outdoor
pollution in the region,"*" many of which studies have
already been discussed above.

FUSADES

One of the ways for the industry to bolster its emphasis on
outdoor pollution and [AQ studies was by providing finan-
cial assistance to the El Salvador-based FUSADES (Fun-
dacién Salvadorefia para el Desarrollo Econdmico y
Social) laboratory, hoping to improve its ability to conduct
air quality measurements.* 1 14/

The Chair of the Board of Directors of FUSADES was
Jorge Zablah, the President of Philip Morris’ affiliate Taba-
calera de El Salvador. Tabacalera was, in turn, one of
FUSADES funding contributors."™* Although Zablah
was supportive of Philip Morris’ involvement with the air
quality laboratory, he also wanted assistance in developing
the laboratory capability in the areas of food and water

analysis."" " % Philip Morris’ goal for FUSADES was to
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turn it into a regional “Center for Excellence in Air Qual-
ity Testing and Measurements”, since PM needed a

capable, certified, and credible erwironmental testing labora-
tory in the region which can support our scientific efforts concern-
ing ETS and IAQ issues in a manner consistent with the spirit of the
proposed tobacco settlement [the settlement under negotiation at
that time between the industry and state attorneys general in the
United States].'

PM enlisted the services of the prestigious Canadian lab-
oratory LabStat to provide FUSADES with training and
technical assistance, at an estimated cost for 1998 of

US$270‘OOO‘I‘M‘ 93, 94, 148, 152155

The industry also explored the possibility of developing
IAQ standards for the region, preempting any national
measures taken to adopt the US EPA or WHO Interna-
tional Agency for Research on Cancer (IARC) standards
for risk assessment and determination of ETS as a human
carcinogen. The idea was to work with each country’s
Academy of Sciences, university centers and environmen-
tal institutions, as well as with the industry's own scientific
consultants and contacts. As another preemptive measure,
the industry would also urge adoption of the American
Society of Heating, Refrigeration and Air Conditioning
Engineers {ASHRAE) indoor air quality ventilation stan-
dard 62-1989 as an appropriate response to SHS issues in
the repion.'*"* 5 (Note: This standard did not consider the
health effects of SHS when developing appropriate ventila-
tion guidelines and was produced with the input and influ-
ence of the tobacco industry. It has since been amended and
SHS is no longer considered for measurement as there is no
demenstrably safe level of exposure to recommend.)

Spreading the Word

Continuing to shift the focus from SHS, the public rela-
tions firm APCO Associates offered PM and BAT a plan
in 1994 ro promote “scientific studies on indoor air qual-
ity” in Latin America. The firm presented itself as being
well-positioned to help disseminate the industry message
since it was active in many countries of the region and
had contacts with media and government officials. The
plan objecrives included intent to:

* Promote the resulis of ithe scientific research and
studies

*  Heighten awareness of opinion leaders that indoor air
pollution is broader and deeper than ETS

* Raise the understanding and support for developing
indoor air guality standards that are not linked solely to
ETS

¢ Address concerns about restrictive incoor air quality reg-
ulations as a result of:



- Legislation

- Executive branch edict

- Private sector imposed rules

- Pressure from the general public.”

The audience for these messages would be opinion
leaders (political and academic), the media and the
general public (via the media). Media “education”
and promotion was an important component of the
plan, as media coverage could be then “merchan-
dized” to opinion leaders. Also included was the
development of “grassroots” organizations that could
carry industry arguments forward without an obvious
connection to corporate tobacco interests. Phase |
countrics included Brazil, Venczuela and Ecuador.
Phase Il countries were Costa Rica and Chile. The
document describes the plan in detail and uses Chile
as an example of how the scheme would actually be
implemented, listing the opinion leaders, politicians,
organizations and media outlets that would be
reached. The plan's total proposed budget was
between $122,500 for the “base program” and
$325,000 for the “comprehensive program.”™

It is not clear from documents currently available
whether the APCO plan was approved and imple-
mented, but discussions continue at PM and the
scheme was a topic of a “Latin America workshop”
planned for 1994.'%

BACK TO BASICS: DENIAL, PREEMPTION,
AND “ACCOMMODATION"

Despite the industry’s efforts to delay the development of
smoke-free environments in Latin America, by 1995 BAT
believed “smoking restrictions based on ETS science are a
major threat to business opportunities” in Latin America.”
Both BAT and PM continued their efforts to prevent policy
progress in the region.

From the available documents, it appears that, in 1994,
Philip Morris began once mare to wark specifically on
projects that would create obstacles ta smoking restric-
tions in the region. PM was apparently concerned with
the region’s increasing number of proposals for work-
place smoking restrictions and wanted to preempt leg-
islative action. Although the company had been
focusing on restaurants and the hospitality indus-
try,'™* including the development of a self-regulatory
campaign for restaurants,' it had started to discuss

strategies to apply to workplaces the “accommodation”
model used in the hospitality sector. (Note: The
tobacco industry, through its allies in the hospitality
sector, such as the International Hotel & Restaurant
Association, has been promoting the “courtesy” and
“accommeodation” messages throughout Latin America
and the Caribbean.”'® (http:/fwww.ih-ra.com{}) The
message, borrowed from the restaurants’ accommoda-
tion program, was: “preferences of both smokets and
non-smokers can and should be accommodated in the
workplace.”® [emphasis in original] The program
would later be expanded to hospitality venues as well.

BAT was also developing its “accommodation” plan for the
region with a program known as the “Courtesy Campaign”.
As with most of the industry’s public campaigns, the com-
pany’ legal department had final say on the language of any
program material o be developed and distributed, to etwsure
that no negative associations were made (i.e. stating that
nicotine was found in environments where smoking was
allowed), as seen in the development of the “Courtesy Cam-
paign” in Chile.'" "™ [n 1993, industry research in Chile
demonstrated 82% support for smoking bans in offices and
74% support for bans in restaurants. Despite this public
approval of restrictions, the industry planned, in 1994, o
launch a Courtesy Campaign. The Chilean campaign was to
be coordinated by an industry-creared group called the Cen-
ter for Tobacco Studies and [nformation.”" %167

In practical terms, what these campaigns promoted was
the implementation of coexisting smoking and nonsmok-
ing sections, thus ensuring the continued acceptability
and accessibility of indoor smoking. Unfortunately, the
strategy also ensured the continued exposure of non-
simokers to SHS. Both the strategy and its title reinforce
the industry’s prime scientific messages SHS exposure is
an issue of comfort or preferences rather than one of
health. Therefore, divided, shared space {“accommoda-
tion” in the industry's terminology) was adequate to solve
the problem. PM documents from 1997 list smoking
testrictions in the repion’s governmental and private
workplaces, as well as its hospitality venues. According to
the industry’s assessment, restrictions, where they existed,
wete considered “favorable” to the industry because they

contained *accommodation language.™®'™

The strategies for implementing the accommodation cam-
paign included communicating the industry’s misleading
messages about tobacco smoke and [AQQ to businesses;
developing and supporting voluntary, self-regulatory
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strategies of accommodation and, where necessary, “offer-
ing alternative legislative language which ensures uccom-
modation of both smokers and non-smokers.”** "' The
audience for the campaign included business owners and
employers, unions, professional associations, policy mak-
ets, the media, academics and others.

In 1996, the growing needs for tobacco industry activities
in the region prompted PM's Marc Firestone to request
that Richard Carchman of PM Scientific Affairs consider
hiring a person devoted exclusively to providing scien-
tific support for the Latin America Region. Areas where
technical support was believed most badly required were:

*  ETS {and smoking and health in general)

* JAQ research, including exposure monitoring, ventilation
technology, air quality standards, etc.

*  Regulatory issues, including ingredients and product
integrity

* Issues training for senior management and industry
spokespeople, consultant development, and support to
Legal

*  Participation in strategy development and implementa-
tion, including ongoing updates to management on sci-
entific developments worldwide,'?

It is likely that this request was granted. Bruce Davies is
listed in the 1997 Scientific Affairs' Organizational Chart
as the person in charge of Latin America and Brazil,"”
and he is the author of several of the documents described
carlier, including the ones related to FUSADES.

LESSONS FOR THE FUTURE

For more than two decades now, the tobacco industry has
been concerned with the impact on its profits from an
accelerated, worldwide decline in the social acceptability
of smoking in general and smoking in public places in par-
ticular. As stated by Andrew Whist of PM in this 1984

memao:

It is our opinion that the single most important issue facing
our industry is the erosion of social acceptability of smoking. ... In
the absence of a well-coordinated internationat campaign, we feel
that this is an inevilable trend which will lead to continued
assaults on the industry—and the smoker—in the twin areas of
taxation and public smoking. '™

The tobucco industry executes a strategy that is clear, if not
original: Think globally, act locally. From the Latin Amer-
ican evidence presented here, it's apparent that the indus-
try employed its usual global strategies to thwart passage of
legislation that could protect the region’s population, smok-
ers and non-smokers alike, from the harmful effects of pas-
sive smoking.

Latin America’s tobacco control advocates and policy makers must be made aware of the industry

nefarious strategies, as outlined here, if they hope to adopt informed policy decisions. For many

years, the tobacco industry has successfully manipulated large segments of the academic commu-

nities and mass media in Latin America. There is now a need to investigate the sources of funding

and information for those who would portray themselves as “independent” opinion leaders and

researchers. The tobacco industry is well aware that it's severely lacking in public credibility. It will

continue wielding the immense financial clout that allows it to hide behind spokespeople and third-

party groups while it exerts influence over public policy decisions. The tobacco-control movement

has science on its side, but cannot outspend the tobacco industry. The best chance of countering the

industry and its consuitants’ message will be to make creative use of the documentary evidence.

. Profits Over People .
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As is the case with respect to general strategies and plan-
ning (see Chapter [I), there are many similarities in the
marketing tactics of the two dominant companies in the
region, BAT and PMI. As other chapters have shown, the
companies are fiercely competitive with regard to obtain-
ing market share; however they are close collaborators on
issues that threaten the industry as a whole, such as
efforts to restrict its promotional pracrices.

A distinct characteristic of the BAT marketing plans doc-
uments, as opposed to those of PMI, is the openness with
which the movement of products via the D.N.P. [Duty
Not Paid] or GT [General Trade] sector is discussed (see
Chapter V).!®

CAMPAIGNS TO AVOID PROMOTIONAL
RESTRICTIONS

The documents clearly show that the industry was
increasingly concerned with the “threat” of advertis-
ing restrictions in the region and expected them to be
widespread in the early 1990s. Marketing strategies
for Latin America were developed accordingly. For
example, the Philip Morris 1994-1996 strategic
advertising and marketing plan for the region states
the following ‘Objective’:

Cbjective: Te prevent the passage of unfaverable legislation
aimed at restricting or banning advertisement and promotion of
our products.?

To achieve this aim, PM would “promote and strengthen
advertising and media communities to oppose restric-
tions” through the development of media symposia, stud-
ies on the economic impact of advertising, and the
development of self-regulating codes The worldwide
tobacco industry plan to counter the argument that
adverrising leads to increased consumption involved the
building of alliances and the proposal of voluntary codes

(see Chapter 1I). A 1989 industry document frankly
acknowledges the evidentiary difficulties of claiming that
advertising does not influence consumption, and the
need for the industry to devise a more credible communi-
cations message:

The general argumentation used by the industry is beginning
1o look extremely weak and the presentation of these arguments to
the “public” and “opinion formers” needs to be examined in detail.

This is best illustrated in the advertising bans and consumption
argument, where the industry argues that ‘advertising does not
increase total market size’, yet we are presented with a difemma in
developing markets where the total market is growing and adver-
tising expenditure is rising accordingly. How can we reconcile this?

Should the industry undertake some new studies on a global
basis and consider new arguments, e.g. the effects on the national
economy of advertising bans taking into consideration not only dam-
age to the tobacco sector, but also to government revenues, consumer
spending, the advertising industry and other media related sectors.
Such studies would have to be centrally planned and administered.

Statistics:

...The collection of industry statistics needs to be coordinated by
Infetab, which through its existing network, is best placed to acquire
and collate such data. However, to achieve ‘authority’ for industry
data a respected independent international organization should be
used to publish the results.

Networking opinion formers:

There is a lack of coordination in addressing responses to anti-
industry literature an this issue. The industry needs to extend its
existing network of respected academics, politicians and influential
laymen, who. are prepared to redress the imbalances presented.
This work could be focused through a variety of publications, media
campaigns and direct attacks on anti-industry campaigners.

The document then details how the industry needed to
build coalitions by joining forces with groups such as rhe
Sociedad InterAmericana para la Liberrad de Expresion
Comercial (SILEC)?* and the International Advertis-
ing Association (IAA). As discussed in Chapter Il the
companies used its advertising industry allies and the
freedom of commercial speech argument to oppose leg-
islation that could create marketing restrictions. One
joint PMI-BAT opposition strategy was the staging of
symposia that would targer legislators, journalists and

. 12 IV, Promotion and Marketing. [1IEEE



other opinion leaders to “educate” them on the indus-
try's perspective. Proceedings of these symposia were
apparently published as booklets for distribution. A
1991 proposal for symposia in Venezuela and Argentina

had a proposed budget of US$138,950.%%

Voluntary Codes

As pressure for greater regulation and restrictions grew,
the cigarette companies employed diverse resistance tac-
tics. As well as developing alcernative markering and pro-
motional strategies such as brand stretching and
nightclub promotions to stay ahead of the law, the com-
panies found an important deterrent to stricter govern-
mental regulations in voluntary marketing codes™" (also
see Chapter II). Voluntary codes, which are invariably
more favorable to industry than serious government reg-
ulation, are built on the assumption that if the industry
already has a code, the government doesn't need to cre-
ate one. Boiled down to its essence, the 1994 BAT vol-
untary code for cigarette advertising stares rthat
advertising and promotions would target adult smokers
only. The code’s objectives were

... To demonstrate responsibility in the marketing of a con-
troversial product.

To avoid legislation which will further restrict our opportunities
to market our products and compete against other manufacturers.

[Policy Statement] The British American Tobacco Co. Ltd.
Believes that the marketing of its products should be carried out
in a responsible way.

It has intreduced an International Cigarette Advertising Code
to be observed by all Operating Companies in the Group. The
Company firmly believes that cigarettes should be consumed cnly
by adults and marketing activities should only be directed at exist-
ing adult smokers.*

While voluntary codes are desirable for both companies,
and part of a standard, worldwide tobacco industry strat-
egy, there were some barriers to implementation in Latin
America, Some of the countries, like Chile and
Venezuela, thought that a voluntary international code
went further than necessary for the region. The companies
in these countries wanted to continue the use of celebrity
endorsements; considered 21 too high a minimum age for
targeting through magazine advertising and for free sam-
ple distribution, and thought 25 too high a cut-off age for
the “appeatance of models” in advertisements."

In 1994, as Venezuela was considering the introduction of
an industry marketing code, PMI held management-level
meetings at which a Venezuela proposal to omit certain
items from the PMI proposed marketing code was dis-

| I

cussed. A memo from PMI Anne Okoniewski to PM-LA
Cathy Leiber, lists several missing items that might com-
promise PM’s desire to be seen by the government and
the public as a responsible company undeserving of gov-
ernment regulation:

One other major element difference is minimum age of
appearance for models appearing in ads, PMI's code states 25,
this states 21.

Section three covering implementation of the code, the [sic]
is no reference to the following:

*  ad, promotion and sampling agencies receiving the Code
or that they shall be advised that their representation
shall be contingent upcen compliance.

Informing agencies that work with us about our code is a
very important element as it extends our view of our responsibil-
ity to those that work with us. | think of the majority of items |
mentioned above, this would be the mere important elements
[sic] which is missing from the L A. code proposal

A 1994 memo from Fini De Otero, of Venezuela’s PM
affiliate CATANA reports on a meeting with E. Antich
of BAT's Bigott making clear that a complere agreement
on the terms by both companies was necessary before any
code could be adopted.

I met with E. Antich [Venezuela BAT's Bigott] today and he
told me that until there is a clear commitment from Bigott Gen-
eral Manager and marketing Director and from our side to apply
the code, specially in relation to TV, ads in sports activities and
entertainment where minors can attend, he will not work on it.s

It seemed that agreement was not always possible, as some
company managers would not agree to giving up key opportuni-
ties to reach youth, even as part of a code that by all accounts was
never seriously enforced.

Evading Marketing

and Promotional Restrictions
As promotional restrictions, albeit weak ones, became a
reality, the tobacco industry turned its attention to devel-
oping alternative promotional strategies to circumvent
future limitations. A PM document addressing retail mar-
keting objectives notes:

Retail marketing is becoming increasingly important in a
restrictive environment, and, in some markets, is our only viable
contact with the consumer.

Each region should present their best new materials in:
Outdoor
POSM [Point-of-Sale Marketing]
Retailftrade promoticns
Consumer promotions at point of purchase®

The minutes of a 1991 PM marketing meeting state that
one of the “solutions” to address marketing restrictions
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was the creation of “mobile ‘billboards
billboard ban in Venezuela.”?

in response to a

The companies also joined forces to oppose legislation
that restricted tobacce advertising. In 1991, when the
city of Caracas, Venezuela, passed an ordinance banning
all outdoor advertising of cigarerte and alcohol, BAT’s
Bigott and PM’s Cartana, allying themselves with out-
door advertising agencies, explored legal and other
options to counter the ban.” The document describing
this effort provides another example of the sometimes
strained collaboration between the two cigarerte compa-
nies. The situation was made worse in Venezuela by the
fact that PMI lacked controlling interest in Catana, with
only approximately 40% share of the company. BAT’s
Bigott and PMI's Carana constantly probed each other’s
Hmits and they also tested the government's tolerance of
marketing practices that, while restricred, were subject
to spotty enforcement.™ As noted in this 1991 report
from Sharon Boyse:

[The legal action project] has been compromised because
Catana, against the wishes of others involved, initiated a series of
full pages advertiserments in the locat press on this issue ... This
served only to raise public awareness and to stimulate consider-
able anti-industry sentiment in the general public ... Catana had
believed that Bigott was trying to keep a low profile in the hope
that the ban would go through to enable them {in the absence of
competitive advertising} to maintain their larger market share. It
was stressed that this was not the case and that our policy was to
protect marketing freedom in all cases.”

A successful lobbying effort occurred in 1991 when the
tobacco companies and their advertising allies managed
to block a Honduran proposal for an advertising ban,
gaining agreement from the Minister of Health that the
companies themselves would write a new draft of the pro-
posed regulation.®

The minutes of a 1990 PMI marketing meeting had
already stated that one of the “key issues affecting the cig-
arette business” was

Marketing restrictions {focused on marketing to youth).
Could take the form of vending machines bans, cessation of send-
ing cigarettes through the mail. May affect future of stadium sig-
nage and cutdoor advertising, in general."

The minutes also state:

+  Artitudes among consurners toward advertising is not all
good—but it is not ll bad either.

*  Anti-tchacco groups are very well organized. Current
facus: women, minors, third world.

s We need to actively pursue the defense of the value of
advertising—by ourselves and in coalitions. Without
advertising, retail pricing becomes more important.
Result: tobacco industry becomes a commodity market.

*  We can effectively defend ourselves against criticisms
based on lies or misconstruals, however, we have to be
sensitive to the difficult environment we're in when plan-
ning our advertising and promotions. If we coutd
state a PM marketing policy indicating voluntary quide-
lines, it would be very beneficial. It could include:

- Clear policy stating we don‘t market to
“minors” or non-smokers

- Clear direction on media we use

- Clear statement on content advertising

- Clear direction on sponsorship activities

- Policy and program on trademark infringements
{e.g. candy cigarettes, etc.}

It agreed, Marketing, Legal and Corporate Affairs should
work {o this end
We should take a stand on:

Brand diversification {legitimate business)

Vending machine placement (in supervised locations)
Sampling (locaticn and proof of age)

Placement in films {no payments}

a & &

Comments:

A code may be beneficial but we must remember that we
work in a competitive environment and we are judged on our abil-
ity to increase volume and share. How do we combine/reconcile
these two issues? ... %

Youth “Prevention” Campaigns: Deny-

ing the Obvious
Perthaps the biggest challenge to the industry’s lobbying
efforts to protect irs marketing freedoms is the fact that
the vast majority of smokers start smoking while they are
adolescents or children*’ Furthermore, the promotion of
tobacco products has been found to be clesely linked to
initiation of smoking by youth*** The industry documents
reviewed here show a cynical two-pronged straregy: while
identifying young smokers as an essential target for pro-
motion campaigns, the industry publicly decries smoking
by youth and implements “youth smoking prevention pro-
grams” designed to burnish the industry’s tarnished repu-
tation. The industry’s youth campaigns have been widely
found to be ineffective and may even encourage youth
smoking by portraying cigarette use as an “adult” behav-
ior.** Their real benefit is to the industry as part of a
“good corporate citizen” campaign.

The two main focuses of tobacco industry youth cam-
paigns are narrowly-focused education campaigns, and
education of retailers to stop selling tobacco to young
people. School education programs and measures to
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restrict youth access to tobacco are among the least effec-
tive strategies to reduce youth robacco use.” The educa-
tion campaigns sponsored by the tobacco industry and
education-based retailer campaigns have been found to
have no effect in reducing youth tobacca use, or in reduc-
ing tobacco sales to young people.

Unaddressed in the industry campaigns are its marketing
practices and any reference to negative consequences of
smoking, including deleterious health effects and nico-
tine addiction. Strong restrictions on tobacco promotion
are linked to decreased tobacco use, and messages about
the health hazards of tobacco use, when properly com-
municated, have found to be effective with youth.

Tobacco industry programs to combat youth smoking
provide essential inoculation against the eroding public
image of the companies and against meaningful regula-
tion of tobacco promotion. The rationale is that, if the
industry is already trying to discourage youth from smok-
ing (albeit through weak and ineffective campaigns},
there is less reason for governments to develop their own,
and typically stronger programs.** Indeed, tobacco
industry youth campaigns are developed in anticipation
of perceived threars of marketing restrictions.®*

Although the documents discussed here are from PM,
BAT carries out similar “youth smoking prevention” pro-

bi S P P
grams through its operating companies.*

Philip Motris started to develop its youth campaigns in
Latin America in the early 1990s. Repeating its world-
wide mantra, the message was that “smoking is an adult
choice/decision”.”™* There is no reference in any of the
campaigns to the health effects of tobacco use or to the
fact that nicotine is highly addicrive.

A 1993 memo from Cathy Leiber, PM’s Director for Cor-
porate Affairs for the Latin America region, both sum-
marizes the goals of the regional youth campaign and
seeks approval for the production of a commercial to “dis-
courage juvenile smoking.” Probably the most salient
point of the memo is that the reduction of youth smok-
ing is not mentioned as a campaign goal.

Increasing pressure from anti-tobacco forces in Latin America
has created the need to explore various options to counter negative
publicity. ... Three years ago, Ecuader tcok the initiative to develop
a campaign addressing the issue of youth smoking. This campaign
consisted of ane commercial and a series of print ads conveying the
message that smoking is an adult activity. The campaign was so well
received by the ministry of Health that it bore its endorsement.
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Today, several markets, especially Puerto Rico, Venezuela and
Uruguay, are pressing us for a public service campaign in an effort to
demonstrate corporate responsibility.

Ratignale

Taking into consideration the emerging adverse legislative
climate in the regicn, we have an opportunity to create good will
for the tobacco industry by going public with a campaign to dis-
courage juvenile smeking.

Qur objective is to communicate that the tobacco industry is
not interested in having young people smoke and to position the
industry as a “concerned corparate citizen” in an effort 1o ward
off further attacks by the anti-tobacco movement. ...

Strategy

To convince the target group (young people up to 18 years
and parents), that smoking is not appropriate for young people. The
focus is on increasing parental awareness on the subject of youth
smcking and promaoting open discussion with their children. ...

We will strongly recommend to our markets that this com-
merciai be sponsored by the industry, or a governmental ministry
{as was the case in Ecuador). However, the final decision will be
made in the field.”* [Underline in original|

An October 1993 meme estimated that the cost of pro-
ducing such a commercial would be US$85,000, split
between PM International ($50,000) and PM Latin
America ($35,000).”

In June 1995 PM USA launched its youth initiative
titled Action Against Access (AAA). PMI also issued a
“Questions & Answers” guide for the in-company use of
representatives worldwide. The memo accompanying the
puide states

The program announced is comparable to other programs
which we have worldwide and in the different markets. Philip
Morris International has long been committed to marketing its
cigarettes responsibly and believe that minors should not smoke
nor have access to cigarettes.

We are continuing to expand initiatives which address the
issues of youth access internationally. In each case the programs are
developed in concert with government, health authorities, the distri-
bution trade and within the industry. .. %

The questions and answers are written so that that any
company representative anywhere in the world can use
them. The key messages are consistent: PM is committed
to preventing youth from smoking, and the company fol-
lows the laws and regulations of the countries in which it
conducts business. The guide also made clear that, given
each country’s unique regulatory environment and needs,
the program launched in the United States would not be
appropriate as an international framework.” In develop-
ing countries, where the definition of “minor” may vary
from 15 to 21, the tobacco industry always emphasizes



that it operates within the laws of the land. Given the
variance in legal age for tobacco product purchases, and
the total absence of restrictions in some countries, it is
never in the company’s interest to exceed the minimum
legal requirements, regardless of any public health impacr.

In July of 1995, Cathy Leiber reinforces that the preven-
tion of meaningful regulation is a key mativation behind
the campaign in a memo titled the “Latin American Posi-
tion on ‘Action Against Access” (AAA):

* ... We completely agree that our ultimate goal should be
a marketplace in which only adulis can purchase ciga-
rettes. In fact, we expect that every country in the region
will introduce some form of youth initiative within the
next 18 months.

*  Thereis aneed to recognize that the developments in the
US are at a more advanced stage than in Latin America.
However, given the recent media coverage, there is a
more urgent need to address the issue. If we don't do
something, the antis will take this cpportunity to rein-
force the notion that U.5. tobacco companies don't care
about pecple in less developed countries. ...

* In Latin America it is still quite culturally acceptable for a

parent to send a child to a kiosk 1o buy a pack of ciga-
rettes. Therefore, we see the need for long-term cul-
turalfeducation program, supported by the industry and
the governments.
While some of the PM USA steps merit serious consider-
ation, we need to take into account that Philip Marris in
Latin America is not the industry leader. Some of the USA
actions would put us at a considerable competitive dis-
advantage. The opinion in all countries is that any youth
initiative would work better if it includes BAT.

*  Minimal age laws for the purchase of cigarettes is not uni-
versal in the region. In fact, there is no minimum age in
Brazii, Peru, Paraguay, Guatermnala, & Salvador, Honduras,
Balivia, Uruguay. In Cofombia the age is 15; Argentina it is
16 and in the rest it is 18. Panama is the only country that
enforces the law. .

»  There is widespread concern about trying to introduce
new legislation—implying greater controls-~when the
existing minimum age law id not adhered to. There is fear
that noncompliance of an even stricier law will have neg-
ative repercussions on the image of our company.”*

Notice gn Packs/Cartons [AAA recommends an "underage
sale prohibited” notice on cigarette packs]

¢ In those markets where there is a minimum age law, we
agree in principle that it is a good idea. However, it was
stressed that it is not practical to print notices on pack or
cartons if the competition does not follow.

* In those couniries where the government is seeking
larger or stricter health warnings, there is a concern that
this initiative would open the door for other modifica-
tions to the pack, including warning on nicotine and
additives.

- In those markets where there is no minimum age law, the
“underage sale prohibited” notice would be irrelevant. It
is suggested, however, that a notice could read, “This
product is not for consumption of minors” ar “This prod-

€

uct is not for sale to minors.” In this manner, we would
be demanstrating our concern on the issue,

Discontinue Fr igar mplin

*  The Latin America region does not agree with the US
position In discentinuing sampling.

+ If PM unilaterally decided to ban sampling, it would be
extremely damaging unless BAT went along, which is
highly unlikely.

*  Sampling activities are restricted in the region to appeal to
adults only, as per PMI Marketing Code. Sampling guide-
lines are strictly enforced, so we see no need 1g discontinue
this key promotional practice. ... "> [Emphasis in original.]

Like a mantra, the reiterated concern is not about youth
smoking, but about the image of the industry with
regard to youth smoking and about forestalling regula-
tion and enforcement by a government authority.

It is clear that, in the opinion of PM, any legislative,
marketing and public relations efforts would have to be
undertaken jointly by BAT and PM, given BAT's mar-
ket dominance.

In October 1995, PMI's Marc Firestone made a pres-
entation on the AAA program to Latin American
management in which he reiterates the industry argu-
ment that advertising does not lead young people to
smoke. This position is refuted by the scientific evi-
dence,* ** but conveniently justifies PMI's opposi-
tion to marketing and advertising restrictions. The
purported aim of the program is to make it difficult for
children to have access to cigarettes by changing the
behavior of retailers.”!

By Octobet 1995, the development of a4 Latin America
youth access initiative appears to have become a “high
priority” for Philip Morris. A memo from Cathy Leiber
describes some of the initiatives then in place in
Puerto Rico, including sampling guidelines and the
following programs:

g2 "

One year ago PM and RIR collaborated to launch the “Es La
Ley” campaign in Puerto Rice following the establishment of a law
there declaring 18 as the minimum purchase age. To date, mate-
rials have been distributed to 10,000 clients.

In addition, the Government Treasury and Education depart-
ments have asked for packages of the collateral materials for dis-
tribution to establishments close to schools, as a part of their
community school program called “Free of Drugs and Crime
School Zones”. ...

" i C A a faepy

i .
This RIR-PM education program which is designed 1o teach chil-

dren how to resist peer pressure on a variety of lifestyles, has been

endorsed by the Minister of Education. ..."* [Underline in original)
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In 1996, after PM USA announced support for federal legis-
lation on youth access, another “questions and answers” leg-
islative guide was developed in Spanish for the Latin
America market. The Spanish guide was vague encugh to
apply in any country, and some questions included multiple-
option answers. The guide steers away from any commit-
ment to stricter actions, such as a ban on event sponsorship,
while it emphasizes that PM is only tesponding to specific
market characteristics by its actions in the US. It also undet-
lines the company’s main message that smoking is an adult
decision and summarizes the PMI Marketing Code.”’

A 1996 table describes youth campaigns throughout the
world, including regional ones like “Yo Tengo
PO.D.ER.* #% produced by PM Latin America® and
implemented in many countries, often with governmen-
tal endorsement.* The International Bureau of Educa-
tion (IBE}), an agency of UNESCO {United Nations
Educational, Scientific and Cultural Qrganization), iden-
tifies several Argentinean and Uruguayan Institutional
Pattners for *Yo Tengo PO.D.ER.”, including Ministries
of Education and various family foundations. The pro-
gram’s Financial Partner is listed on the 1BE website as
Philips [sic] Morris International, through its Argentin-
ian affiliate Massalin Particulares SA.” The Panamanian
Ministty of Education justifies its involvement with
Philip Morris by noting that the Yo Tengo PO.D.E.R pro-
gram allows youths living in a “society that has lost its
moral values” to be exposed to “positive values” and to

make “responsible decisions”.”!

By 1997, PMI considered that it was making progress in
developing youth access programs in the region, but
Cathy Leiber’s assessment was that in “order to continue
to protect our ability to market and advertise to adults,
we must be pre-emptive, proactive, communicative and
cooperative with government officials.”™ Part of the
strategy was the development of model legislation on
minimum age for cigarette purchase to be promoted
throughout the region,” similar to such legislative efforts
in other regions of the world. It is not clear from the doc-
uments reviewed how many countries, if any, adopted the
industry's youth access model legislation.

MARKETING TOBACCO PRODUCTS

Targeting “Young Adults” and Starters
Although the documents show that marketing plans were
developed for specific brands that could target all levels of

SES [socio-economic status], different age groups, and both
urban and rural consumers, it is clear that the most desir-
able target for the tobacco industry was—and remains—
young people. Although much has been written about the
industry’s need to target adolescents,™ ™7 tobacco company’
documents are generally caurious about how they describe
their target. The industry understands the potentially grave
legal and public relations consequences of admitting that
they are trying to sell cigarettes to children. There is also
well-established evidence that the industry developed cam-
paigns targeting the 18-24 age bracket, knowing that such
efforts would inevitably appeal to adolescents as well.™™
One thing, however, is clear: despite the industry claim that
the goal of advertising is brand switching, advertising cam-
paigns aim both at attracting current smakers and young
people who might be enticed to start smoking, 7

In general, industty marketing plans present data on the
prevalence of smoking by age, gender, and SES, with the
companies using carefully-crafted acronyms like YAS
{Young Adult Smoker] or YAUS [Young Adult Urban
Smoker], and sometimes YAU [Young Adult Urban], w
characterize their younger smoking population and tar-
gets. Although more recent plans frequently do not pro-
vide an age bracket for this category,™®' earlier industry
documents were more blunt in admitting the teen tar-
get.™™ For example, internal industry documents from
Imperial, a Canadian then-BAT affiliate have identified
the age ranges of 12-17 and 12-24 as “adults.”” It clear
that the objective for hoth PMI and BAT was to gain
share in the YAUS market through targeted launches and
promotions 0SS The  marketing-related docu-
ments sometimes list smoking prevatence by 18-24 or 18-

25 age group, but these age ranges do nor always march
those provided for the more loosely-defined YAUS.”

Despite industry claims to the contrary, several com-
pany documents indicare rhat current smokers—
potential brand switchers—were not the sole
marketing target, and that “starters” were every bit as
important.’™ A detailed Nobleza-Piccardo 1992 Brand
Strategies report describes the target demographics for
several of the companies’ cigatettes:

Camel is the U.S. Internaticnal full flavour cigarette for men
who see themselves as independent, self-assured and individualis-
tic in their lifestyle. The target smoker is male, urban, aged 18 to
24 and ABC1. Starters are an important part of the target. ...*

A 1994 Belmont plan for Costa Rica makes clear that the
brand’s target are not only the “YAUs” but also lists

* The campaign title is translated a5 “I've Got Power,” but "PO.D.E.R.” is also an acronym for “Prop6sita, Orgullo, Determi-
nacion, Entusiasmo, y Respensibilidad” {Purpose, Pride, Determination, Enthusiasm, and Responsibility),

R Profits Over People: -



“erowth in the mild YAU, ABC [SES], starters and
female segments” (which were “Derby’s stronghold”)
among opportunities and market share objectives.”” The
plan identifies the “Target Market™:

Target Market—Primary: Men and women, 18 to 24 years of
age, urban, middle and upper-middle class, starters and young
Derby smokers. Opinion leaders and trend setters—Secondary:
Downtraders from Marlboro ... sampling to the consumers in con-
junction with the promational activities in key YAU and HORECA
[Hotel, Restaurant] outlets.® [Qriginal in all caps)

A 1994 SWOT (Strengths, Weaknesses, Opportunities,
Threats} analysis of Marlboro in Latin America states
that Marlboro’s brand is “#1 in terms of starters and
young adult smokers”.” And a 1994 “Competitive Adver-
tising Report”, discussing Bigott’s Belmont in Venezuela,
identifies *young new smokers” and *actual smokers
{women-men) 24 years old, BCD+ Social class, urban
character” as the rarget audience for an advertising cam-
paign. The brand character once again provides insight as
to how the industry chooses to portray a deadly product:
“Belmont is youthful, gregarious, spontaneous, fun-lov-
ing, irteverent, daring, free-spirited, outdoorsy and free
status symbols...."*

In another example, a 1992 Costa Rican document
describing results from focus groups mentions eighteen as
the lower-end age for the research, but the description of
the plan implies a younger target:

Following a prior visit identifying the DERBY brand as a sig-
nificant competitive threat supported by an advertising campaign
targeted at a key motivational uncertainty for the Costa Rican
consumer (boy-girl interaction), this visit was devoted to observa-
tion of the first phase of a reccmmended action plan. ... [To con-
struct] a valid alternative advertising campaign for a brand to
challenge DERBY (Project JOSEPHINE) ... Objectives: 1. To describe
values, attitudes and aspirations of Costa Rican YAU's ...®

The identification of YAU (Young Adult Urban) sepa-
rate from young smokers, for whom the acronyms of
choice are YAUS and YAS, implies a target of young peo-
ple who are not yet smokers. If this interprerarion is cor-
rect, it begs the following question: Why would the
industry want to identify the aspirations of young non-
stnoking Costa Ricans if it didn't wish to target them as
potential customers?

Targeting Young Women
Women constitute another coveted target market for
the tobacco industry. In most developing countries, it
is only recently that smoking prevalence among

women has started to increase, due in no small part to
aggressive industry marketing. Latin America has
proved no exception, with smoking rates among
women still low in many countries but expected to
increase.”® A 1994 proposal from the Leo Burnett
advertising agency discusses the “opportunities in
Latin America” for the Virginia Slims brand. The doc-
ument provides an overview of the US development of
this brand designed specifically for women (“Typical
Slims smoker wanted to feel confident, successful, and
more secure in her femininity™). It also discusses the
brand’s success in Asia, attributed to an ability to under-
stand the issues related to women in different culrures
and to “understand communicarion approaches which
will positively impact female perceptions and attitudes
about Virginia Slims™”" For the specific needs of Latin
America, the plan states:

It makes sense to explore oppartunities to launch Virginia
Slims in Latin America for the following reasons:

s There are currently no major cigarette brands which have
established a female brand position in Latin America

* Image and beauty are strong elements in Latin Ameri-
can society

*  Females have distinct and different roles than men in
Latin American scciety

»  Latin American females tend to be more confident about
their appearance than US and US Hispanic women

*  Latin American females tend to be very involved with
fashion

*  Latin American females seem to be comfortable with the
concept of femininity”

The document provides a detailed plan of the marketing
research necessary ta develop the brand in Latin Amer-
ica, including to

. determine appeal for female positioned product ...
understand the mindset and attitudes of Latin American women
[and] understand the mindset of Latin American men toward such
a positioning {the influence of men in Latin American society is
very strong)..."

A 1994 rable describes some of the PM brands in the Latin
Ametica tegion, their target group and the message each
brand conveys. For exarnple, Marlboro's target is “young
adults (male) smokers of mainstream/high price brands,
seeking value via TOP inrernational image”; Merit’s (a “low
tar” brand) target is the “health conscious. [M]id and mid
high brands (FF [Full Flaver] & suaves/Lights); Virginia
Slims' target is “female young adults seeking a feminine
symbol”.* Gender is just one targeting factor, along with
SES and age, but the stakes are high as women's smoking
rates are still lower than men's in most parts of the world.”
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10's Packs: Making Cigarettes More Affordable
An important youth marketing strategy for the tobacco
industry, discussed ac length in the industry documents,
was the marketing of “10%", cigarette packs with 10
sticks, as apposed to the standard “20's". In a region beset
by economic instability, and home to a large youth popu-
lation with low purchasing power, the launch of “10%”
gave the tobacco industry another option to increase
sales and push its more expensive brands. Another goal in
marketing 10% was to attract “stick purchasers” (single
unit cigarettes buyers) without losing buyers of the 20%. It
was also perceived as an opportunity for uptrade (i.e.
trade into a more expensive brand) at a lower cost.' '™
The 10’ pack was launched throughourt the region in the
early and mid-1990s.! >0k

A PM study provides an overview of the 10’s campaign in
the region:

It in America launched 10s?

In Latin America, 10s are sold throughout the region except
in Brazil, Costa Rica, El Salvador and Mexico. However, 14s and 15s
are available in Mexico.

Maijor 10s markets include: Argentina, Dominican Republic,
Guatemala, Panama and Venezuela.

Why has Latin America laynched them?

The main objective behind the launch of [0s in Latin America
is price, which can be attributed to:

Lower Cash Qutlay: In a region where the ecocnomy is still a
major concern in most markets, the presence of I0s increases a
brand’s affordability by reducing out-of-pocket expense. Although
the price per stick is the same, the cash outlay is reduced by 50%.

For instance, when the economy in Argentina deteriorated
and 20s became unaffordable, 10s grew. Once the economy
improved, consumers uptraded to 20s. ..

10s Pack Success

Major 105 markets include: the Dominican Republic, Panama,
Guatemala, Venezuela and Argentina. PM brands that have been
successful in Latin America include: Astor, Chesterfield, L&M, Lark,
Le Mans, Marlboro, Merit, Nacional, Philip Morris and Rubios.

A

10s are advertised using the brand’s main campaign. During
the introduction phase, special POS [point of sale] and TV spots
may be used, usually focussing on price.

However, Marlboro Box 10 in Argentina is always advertised
separately from Marlboro 20s. In this case, however, the unigue
packaging is the real news (perceived as younger and more mod-
ern by YAS).'™ [Underline in original.]

Sponsorships
Sponsorship of events is a key marketing tool for the tobacco
industry."™"" As described in a 1994 BAT media plan for
Benson & Hedges (B&H),'" the main objectives when
spending money on sponsorships are:
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To augment the advertising campaign by publicizing the

brand and brand image via mess [sic] media coverage

generated by sponsorship

+  To assist defined areas of marketing policy in achieving
predetermined objectives.

*  To gain media exposure on a grand scale

¢ Toreach a highly targeted audience in an alternative and

responsive mood. ...

The document also recommends sponsoring music and
sports events, both of which appeal disproportionately to
youth. Thus, different cigarette brands throughout the
region are associated with sports and music events
{including bar and disco promotions) that are more likely
to appeal to the young, as well as cultural events. These
sponsorships are “standard” marketing activities in Latin
America and the Caribbean.f#1%5%20510% 4nd in line
with similar patterns worldwide. "1+ 1+

There are examples of other types of sponsorships, such as
Trinidad and Tobago-based WITCQO's [West Indies
Tobacco Company] “Sports and Family Day” and its
donations to the Ministry of Education.'?

The documents also discuss the use of sponsorships as a
direct marketing strategy, such as the creation of the
Lucky Strike Club in Venezuela to promote Lucky Strike
cigarettes. Lucky Scrike Club was also used as a defensive
strategy to counter advertising restrictions in Venezuela
and to prepare for incipient restrictions in other coun-
tries."* " A detailed 1994 report about the “Lucky Strike
Club" in Venezuela states that

... with Venezuela already suffering from restrictions in bath
TV and Radio media for cigarette advertising and the high possi-
bility that these restrictions will be further increased in the short
term, it has been necessary to develop marketing strategies and
tactics in other areas of the marketing mix. The first of these new
tactics is in the area of Direct Marketing ...'*s

Sponsored parties and club dates also provided a way fot
the industry to collect names and build a database of cus-
tomers. As well, BAT heavily promoted Lucky Strike
through sponsorships as its international brand in an
attempt to gain share of market among the YAU and
erode Matlboro’s advance in the region, ! enio4r-51

International Brands
A key component of marketing plans was the need to
improve sales of international brands. This was a goal
shared by BAT and PMI, and was discussed once again
mostly within the context of youth market share. The
growing interest in globalization was seen an opportunity



to promote the “American” or “international” image of
international brands to youth in Latin America. In addi-
tion to Lucky Strike (see above) and to Martlboro, dis-
cussed below, other international brands were also being
promoted. In a 1991 marketing meeting PM stated that,
faced with growing restrictions, sponsorship would
become more critical to the expansion of all of its inter-
national trademarks, not just Marlboro:

as advertising restrictions become more widespread,
event marketing is becoming a more important communications
tool for the development of international brands [such as Merit,
L&M, Chesterfield]. Presentations [at the meeting] should also
focus on how we can expand event marketing ideas ...

However, the promation of various brands was closely
linked to the ultimate strategy of selling Marlboro, as a
discussion of marketing strategics for L&M shows:

e BAT leads in most markets with local brands.

¢ Use L&M as a quality American brand at an affordable
price to serve as a stepping stone to Marlboro in compe-
tition with BAT' lacal brands. Will need 105 [cigarette

pack with 10 cigarettes|. Focus will be on “smooth Amer-
ican flavor.”
*  Succeeded in Argentina and Bolivia ...

Promational home—American Rock Music

*  Appeals 10 target and ties into American roots and cam-
paign—"L&M Music"/Regional {Tours and concerts, ties-
in with record companies, radio show cassettes
distributed to radio stationsALocal (music hotline radio
shows, trade activities programs, L&M music club). Link
L&M with FM radio.”

The focus on affordubility and on music sponsorships sug-
gests that L&M was aimed at a youth market that could
not yet afford to smoke Marlboro. The focus on youth is
discussed more explicitly in other documents, as below.

An October 1991 presentation about L&M in Latin
Aumerica discusses the internarional brand trend at a time
when L&M had 52% of share of market in Bolivia, the
highest worldwide for the brand. This was seen as a sign
of the potential for L&M to open up the Latin American
youth market to other international brands:

In 1993 Philip Morris International commis-
sioned a study on the effectiveness of Formula
One auto racing as a marketing tool worldwide.
The study, which included Argentina, Brazil,
Mexico and Venezuela,'® demaonstrates the

in the survey. ...™

major rofe piayed by Mariboro. There does
appear to be a link between smoking and For-
muwla | and Marlboro is the most smoked brand

... Among many young adults, the F-1 driver js
seen as the modern cowboy taking on the hi-tech
chaflenge of the modern horse.

Int summary, Formula 1 is an indispensable mar-

value of sponsorship as a marketing tool gener-
ally as well as its particular success in reaching
youth. The conclusions state:

... the results of this survey [are] extremely posi-
tive for Fhilip Maorris and Marlboro. ...

Sponsarship attitudes are primarily realistic. Spon-
sorship is *good” because it helps the sport fone
of the choices for answer in the survey] is
thought mostly in all countries, aithough those in
Mexico are more likely ta recognise it as just
anather form of advertising. Few peaple feel it
should be bannéd with Brazilians the most likely
to feef that it is toe influential. Introducing the -
concept of tabacco sponsorship, increases the
“advertising” response, but it still creates no
strong objections at a regional level. ...

Mariboro was the most menticned spensor in all
four countries ... {it} js by a significant margin the
strangest brand in Formula 1, ...

Qur cveralt assessment, based on this survey of
motorsports followers, is that they have a high -
regard for Formula 1, and are well aware of the

A presentation discussing the survey results
describes in more detail each of the country's
consumers attitudes about F1 and Marlboro
sponsorship, general marketing activities,
selected comments made by young aduits who
participated in the survey, and conctusions from
in-depth research in Argentina:™

... "Farmuia 1 is the Marlboro symbol par excel-
lence, and has the highest spontaneous recatl and
the strongest brand association among all
ports.”

(1993 in-depth research, Argentina}

“Farmuta 1 Is a high speed spart, and speed calls
attentian of young people who smoke Marlboro,
who enjoy adventure and different things. ~

{r.a. male smokes, Brazil)

“Marlboro matches with Formula 1 by the adven-
turous side, but there is another side of Marlborg
whith is the freednn.w and is a part of Mariboro
which doesn’t go away. "

(v.2. male smoker, Brazif)'*

keting tool for Marlboro, with high appeal to tar-
get consumers in aif markets. Moreover, it is of
vital importance to markets with total or severe
advertising restrictions."”

The regional “Action Plan” was defined in this
fashion:

... We need to continugusly re-focus Formuta 1
pragrams to YAS to give the sport a new /ook
and make it fresh, exciting and appealing.™

These documents reveai privately what the com-
panies are loathe to admit publicly: that sports
(and F-1 in particular) are a critical promotional
tool for cigarettes; that sponsorships are seen as
a central, effective marketing frontier in the
face of ather advertising restrictions; and that
one of the main advantagaes of the F-1 cam-
paign is its resonance with youth. Ironically, the
documents also show PM’'s awareness that it
needed to tread carefully to ensure that the
public and governments did not see the -1 pro-
motion as too aggressive, lest it also become a
target of promational restrictions.
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tn the past, young adults throughout Latin America were
attracted by nationalistic concepts and preferred their own
domestic brands. At the world shrinks, attitudes and consumer
preferences are becoming more global. ... Young adults every-
where seem to share certain aspirations in common, ...[Marl-
bore’s] growing popularity can help spur interest in some of our
other international trademarks, The 90's may just be the right time
for such a move in Latin America, ... [Wle should position L&M as
a quality American product at an affordable price that appeals to
young adults. ... More importantly, this positioning allows L&M te
serve as a stepping stone to Marlboro, whose continuing prof-
itable growth is vital to cur business. ... [Different versions of L&M
waould be used depending on market preferences in each country.]
The communication will focus on the brand's American heritage
and its quality through superior aspirational advertising and
impactful promotions at trade and consumer levels... "

A 1997 presentation summarizes L&M’s successful
introduction in Brazil and confirms the interest of
other companies in targeting competitive international
brands to youth:

For young adult smokers, L&M is a contemporary American
high quality, low tar and nicotine brand, available at an affordable
price (competitive to local mainstream). [A hand-written note adds
“politically correct”.] ...

As a cansequence of L&M's introduction, Brazil has been the
Latin American market with most advertising “news":

¢ American/nternational brands (Viceroy, Pall Mall)
launched in response to L&M' introduction. Young and
contemporary language, video dip format, lack of con-
cept, American/international image.

*  Traditional brands (Free, Hollywood) that updated their
communication to appeal to Y.AS. ...'®

Another PM international brand seen as having poten-
tial to fight the local brands in Latin American was
Chesterfield. A 1992 memo suggests an extremely cyni-
cal Chesterfield marketing campaign that is avertly tar-
geted to “young” adults, but that plays on the need of
this target group to feel grown-up:

* Latin America will probably delay the launch of the
Chesterfield "Not your first” campaign for several
months, probably until the last quarter. ...

¢  [The advertising campaign] will be tested in four mar-
kets in Latin America: Argentina, Brazil, Dominican
Republic, Uruguay. ...

Summary of Latin America’s Input:

s The feeling is that Chesterfield “Not your first” is a good
campaign. It is impactful for young adults.

*  We must remember to simplify the idioms.

*  The brand must be seen as an international brand talk-
ing to medium and lower classes. The global concapt is
much more important. We don’t want the same brand
in one country to be a price fighter and something else
in another, ..."™
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“Not your first” implies the need that young people to feel
that they are wise in the ways of the world, and no longer
part of youthful experimentation (with cigarctres or other
“rites of passage” into adulthood). Of course the cynical
reality is that the campaign would have had enormous
appeal to those curious about trying their first cigarette, or
other “adult pleasure.”

BAT also developed international brands, both to retain
its leadership position in the region and to specifically
address PMI's threat.'™'™ [n the discussion of a coordi-
nated regional strategy for Central America, Lucky Strike
was viewed as the key competicor to Marlboro:

... [Brand Strategy] The priority is to develop and establish Lucky
Strike as the full flavor international brand throughout the region [to
compete directly with Marlboro with eventual extension into the
“lights” and "menthol” segment]... ' [Emphasis in original.}

The “Lights” Deception: Deterring

Smokers from Quitting
One of the most deceptive cigarette marketing campaigns
over the years has been the promotion of so-called “low
tar” cigarettes. The tobacco industry remains intent on
defending its ability to employ deceprive descriptors such
as “light”, “mild”, “low tar”, “low nicotine” and others,
even in the face of overwhelming scientific evidence that
there are no health benefits associated with switching to
“light” or similarly described brands."*'* The biggest cri-
sis faced by the industry in the 1970s and 80s in North
America was not only the recruitment of new smokers,
but also the retention of those customers in the face of
growing evidence of the health risks of smoking, Industry
documents discuss the need to “reassure” worried smokers
and retain them in the market for as long as possible in
the face of health concerns.""* This crisis repeated itself
later on in time in Latin America and the Caribbean.

The documents describe the increased marketing, and
subsequent growth in consumption, of the so-calied
“light” and “mild” brands,"'**% and provide evidence
that the tobacco industry wanted to take advantage of
increasingly health-conscious consumers by portraying
“lights” as a healthier alternative in Latin America, as it
had done in North America more than a decade earlier.
A PM meeting discussing the Latin America market
describes forays into this marker:

il—Golden fl
*  Factors: Downtrading, switch to white tips (mildness per-
ception), more female smokers, White tips—Galaxy, Luxar,
Plaza. Hollywood losing 1o Free and Plaza, but Free also los-
ing 10 Plaza and vice versa. To be economically feasible,



product would be 12-13 mg. not truly LTN [low tar and nico-
tinel. *Golden” will be endorsed by Galaxy; it's a mild prod-
uct with flavor. [These are cigarette brands sold in Brazil.] ...

Project Suave

*  Category includes real and perceived LTN's with white tip-
ping.

«  Freshress is an important attribute (menthol is not desir-
able). Austratia’s “Forest” or EEC's "Vitality”.

. Pack—avoid green, use blue.

e Product—hint of menthel. “Fresh Lights*—* the only
cigarette with a touch of freshness”. ...

in_Ameri
e ... Suave/fresh cigarette—be careful not te push menthol
perception. European product in this area seem to be on
the right track. ..."

A 1994 Worldwide review of Marlboro Lights includes
the following LA countries: Argentina, Brazil, Domini-
can Republic, Mexico and Venezuela.'™ It describes
market gains made by Marlboro Lights, as well as some
of the image attributes and problems associated with the
new product:

Argentina, Dominican Republic, & Venezuela

*  Marlboro Lights is the most highly rated LTN brand in
the market.

*  Marlboro Lights has an overall lower level of imagery rat-
ing compared to Marlboro Red (except for Venezuela).

*  Marlboro Lights has an up-scale image, more appealing to
students, executives, YAS and women,

*  Marlboro Lights is @ smooth, mild, light, and fresh tasting
cigarette which is better far your health. On the other hand,
it is not as satisfying as Marlboro Red.

Brazil

s+ The images and perceptions of Marlboro Red and Marl-
boro Lights are clear and distinct:
Marlboro Red : Masauling; Strong, virile, cenquer, dominate; Sav-
age; Definite personality (prestige, action, freedom, determina-
tion, nature, cowbcy) Complete pleasure; Classic, quality,
international; Attract, call attention to brand; Everybady smaokes.
Marlboro Lights: Feminine; Weak, neutral; Domesticated;
Without personality (in Marlbore Red’s shadow but ele-
gant); Half pleasure; Refined, quaiity, international; Discreet;
Few people smoke.'™ [Columns and bullets removed)

Marlboro Advertising and Marketing
Marlboro is the engine of PM’s success and, according to
a major recent survey, the eleventh most recognizable
brand in the world, behind Coca-Cola and Disney, but
ahead of Mercedes, Sony, Kodak and Nike."® The prod-
uct’s marketing provides a signal overview of PM and the
industry’s central priorities and practices: targeting of
youth, association with sports, and competitive pricing.

PM has crafted a global Marlboro campaign thar rrades
on the brand’s name recognirion to penetrare new tnat-
kets or steal market share away from competitors.'™!"

The Larin America strategy for Marlboro was in line with
the worldwide campaign, although Marlboro’s cost was a
concern for entry and growth in the Latin market."™"

A series of documents titled “Marlboro Monitor” provide
a summary of the Marlboro market worldwide: sales,
share of market [SOM], market trends, smoking inci-
dence, percentage of smokers switching to Marlboro, and
the ability ro attract and maintain young Marlboro smok-
ers, mainly those 25 years old and younger. These docu-
ments extend to other parts of Latin America, but focus
mainly on Argentina, where Marlboro has been most suc-
cesstul. They show how Marlboro and Marlboro Lights
attracted consumers in Argentina, particularly among the
under-25 group.'™"® Sponsorship of sports events, princi-
pally Formula 1 auto racing, was deemed essential for the
marketing of Marlboro in the region."™

A 1990 presentation provides an overview of the Marl-
boro situation in Latin America:'"

Marlbora in our region is a dynamic brand, not only in terms
of sales growth, but also in spirit.

The consumer profile shows that Marlbore smokers are gen-
erally younger than the average smoker, and of higher socio-eco-
nomic level. They are active people with modern and upbeat
lifestyles, and confident and competitive by nature.

One of the factors that has contributed the most to keep
Marlboro’s image young and dynamic in our region, has been our
involvement with innovative sporting events. ...

Marlboro association with international/prestigious events,
such as Formula 1, has contributed enormously to its popularity
among young adult smokers in Latin America. ... One of our main
strategic goals in our marketing mix is to give more impartance to
Formula 1-related activities. ... We are still able to use TV. adver-
tising to communicate and reinforce Marlbore's image in associa-
tian to this prestigious event, We must take full advantage of this
medium, which in most countries still has the greatest reach, and
fully capitalize on Marlboro’s winning presence in the sport by
maximizing the use of Formula 1-related promotional spots in
combinaticn with our traditional cowboy campaign.

[Hand-written notes add]

e Jetski...

*  Association with the "U.S.A." is still very impt. [impor-
tant] in LA just like Coke- it's the real thing ...

*  Associating, the spirit of the young + free {cowboys, fast
cars, jet skis, adventure) will always appeal to the young

183

A discussion of marketing strategies for Marlbore in Latin
America at the 1990 PMI marketing meeting reinforces
the critical association of the brand with sports to keep its
image “young”™:
*  Argentina: mini Olympics, creation of innovative sport-
ing activities, sponsorship of existing sports, sponsorship
of personalities compatible with the brand

*  Sport relationship, especially F-1, helps to keep the
brand young ...

1. IV Promotion and Marketing



=  Marltoro Lights is younger than Red and somewhat
more female. Success is due to strength of Red image,
therefare, no separate advertising or promational iden-
tity will be created.™

The minutes of the 1991 PMI marketing meeting reinforce
the previous year’s findings and provide additional infor-
mation on Matlboro’s vaunted place in the LA market:

* Marlboro red exceptionally strong among young
adults—especially in Mexico, ... Argentina...

¢ Marlboro continues to fook strong as a result of young
adult smoker shares and starters versus quitters. ...

»  Marlboro greatly outperforming the industry in Latin
America. Grewth was especially strong in Mexico,
Argentina, and Brazl.

*  Aging is not a preblem for Marlbero in Latin America.

¢ Strong use of sports as well as country advertising,

¢ 10% of special interest in markets with reduced purchas-
ing power (alsc 14%) especially Dominican Republic &
Panama. Argentina results: when properly priced, 10s
{1x10 pack) do very well.

¢  Marlboro Lights strong in Dominican Republic, Ecuadcer
and Venezuela®”

An undated presentation on “new ideas” for Marlboro
promotion in Latin America proposes the creation of
contests titled “city slickers” and “racing school™

“City Slickers

+  People live for a week in a ranch as a real cowboy.
+  Transport people to the Marlboro Country.

+  Ranch would be Marlborized. ...

-

Novel type of activity, relevant to target group.

Racing/Driving School

. People taken to driving training center (USA, England) ...

*  Marlboro F1 drivers could participate in this activity.

*  This type of activity is totally unique, relevant, aspirational
and novel for our target."

The document also discusses the “Marlboro Country
gear [clothing] catalog” as “excellent to collect names for
dara base,” and suggests promoting a Marlboto Western
film festival and a Marlboro Western fair to “locall

¥
recreate a western atmosphere with a series of events
related to Marlbore Country.”'

CONCLUSION

With few exceptions, notably in Brazil, and to a limited extent Venezuela, there has been little leg-
istative or regulatory progress that would seriously restrict tobacco promotion in Latin America and
the Caribbean. The tobacco industry continues to lobby heavily in order to thwart legitimate efforts
to curtail its advertising and marketing practices. The industry promotes voluntary codes and youth
access programs it knows to be ineffective, often enlisting the cc;operation of naive governments or
youth organizations desperate for funding. The industry is adroitly anticipating possible future
restrictions, and relies on brand and trademark diversification, new sponsorships and point-of-sale
marketing to attract new smokers and to maintain a hold on current ones.

Despite industry claims to the contrary, once-secret documents show clearly that youth and
starter smokers are major marketing targets. The industry conducts lobbying campaigns that focus
on the defense of free speech and its right to “inform” consumers. However, the industry commonly
uses its free commercial speech to confuse and misinform the public by downplaying the health
effects of smoking and by portraying an addictive product as a symbol of liberty. Given the extraor-
dinary and rapidly increasing health burden imposed by tobacco on Latin American and Caribbean

societies, strong regulation and legislation are more greatly needed than ever.
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The tobacco industry has been taken to court by Canada,”
* the US, Ecuador, Colombia,™ and the Furopean
Union™ as governments begin to challenge the industry for
its apparent active, willing participation in the illegal tran-
sit of tobacco products. The goal of the lawsuits is to recoup
tax revenues that would have been earned had the unac-
counted-for cigarettes been distribured through legal chan-
nels. In the UK, in October 2000, the Secretary of State for
Trade & Industry appointed investigators “to look into alle-
gations that British American Tobacco ple (BAT) was
implicated in smuggling”.!'" [nvestigations in Colombia
have led to charges of involvement in the Black Peso Mar-
ket, where drug money is laundered with the profits from
smuggled cigarettes,"'* In these and other proceedings, the
tobacce industry continues to deny any wrongdoing."

A number of investigative reports'*'*** and summaries,””
based largely on material from the tobacco industry archives
i Guildford, England, have already shown the extensive
involvement of the industry in shipping cigarettes to centers
known to distribute those cigarettes illegally in a number of
global markets. The most recent charges claim that U.S.
tobacco companies have been willing to illegally ship ciga-
rettes to Irag,”* one of the countries included in United
States President George W. Bush's “axis of evil™.”

Latin America has proved a particularly important center
of activity for illegal shipments, as the above-cited court
proceedings and investigative reports have shown. The
primary philosophy of the industry in approaching the
Latin American market is revealed in a telling comment

made by BAT's deputy chairman Kenneth Clarke in 2000

Where any government is unwilling to act or their efforts are
unsuccessful, we act, completely within the law, on the basis that
our brands wifl be available alongside those of our competitors in
the smuggled as well as the legitimate market.®

On a country-by-country basis, the findings of docu-
ments uncovered by PAHO reinforce and amplify the
observations and conclusions of earlier investigations.

There is a competitive rivalry between Philip Morris
(PM) and BAT for domination of national markets.
When standard business practices yield unsatisfactory
results, or where one company appears to be gaining a
competitive advantage via illegal distribution chains,
both firms show a willingness to increase their own illicit
activities in response. Using phrases like Duty Not Paid
(DNP), transit, border sales or border trade and General
Trade (GT) o describe products distributed outside of
the legal market, executives of Philip Morris, BAT and
their Latin American subsidiaries frequently discuss the
best ways to obtain their “fair share” of unfairly acquired
commerce. The companies also discuss Duty Paid (DP),
or legal, trade, but show only infrequent hesitancy about
operating on both sides of the law.

The primary mortive for engaging in the DNP business is,
of course, to increase both share of market (SOM) and
profits. The DP and DNP markering plans are often
developed in tandem. For example, a company may
obtain a license to legally import a certain brand inte the
country, bringing in a token number of shipments under
that mandate while also proceeding to flood the marker
with DNP product. The legal export serves to justify legal
advertising and marketing campaigns for a brand that is,
in essence, being supplied through illegal channels.”™*
Additionally, the pricing strategies of DNP and DP prod-
ucts have been carefully timed and developed so that an
increase in one segment is followed by a hike in the other,
maintaining whatever price gap has been deemed ideal
for the given market.®** The documents reviewed also
discuss how BAT developed special codes for GT packs,
presumably in an effort to track shipments.**

This deliberate strategy to ensure that illegal channels are
well-supplied with cigarettes, that promotion and pricing
strategies cater to those channels, and that collusion to
divide markets within the illegal channels maximizes
growth and profits is important to public health for at
least three reasons:
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¢ the downward pressure that the illegal market places
on cigarette prices increases the overall affordability
of cigarettes and in consequence increases tobacco
consumption, particularly among youth;

* the existence of a large illegal market allows the
companies to lobby governments to lower taxes to
compete with the price of smuggled cigarettes, fur-
ther decreasing prices and increasing consumption;

¢ smuggling allows companies to introduce new brands
into markets where they might not otherwise be able
to enter, with a resulting advantage for “interna-
tional brands” that are atcractive to untapped demo-
graphic groups, most notably children.

The following provides an overview of regional strategies

. by the companies to manage the “DNP” market as well as

activities in specific markets within Latin America.

OVERALL REGIONAL STRATEGIES

The documents reviewed by PAHO provide compelling
evidence of industry involvement in facilitating the illegal
transit of tobacco goods, and at the highest corporate lev-
els. Only a handful of countries are discussed in detail below
but the strategies described apply across other national
boundaries, as reported elsewhere and referenced above. In
addition to individual country straregies, BAT also devel-
oped regional strategies to take advantage of the DNP mar-
ket.** For example, several documents address the creation
of a New Domestic Marker (NDM), including Paraguay,
Peru, Colombia, Ecuador, Uruguay and Bolivia, and
describe how the DNP or GT segment was an intrinsic part
of this new business endeavor.#5+%

The summary of a 1994 meeting with the objective of
determining “the optimum organization for the manage-
ment of Colombia, Paraguay, Peru, Bolivia and Ecuador to
cover DP and DNP markets and propose steps for its
implementation™ recommended:

¢  Colombia should be a stand alone operation with direct
reporting line to the RBU [regional Business Unit] ...

¢ The new NDM [New Domestic Markets] should be
redefined to take care of Ecuador, Peru, Paraguay,
Bolivia and Uruguay. ...

*  The GT operation should be centralized for the region
and report direct 10 London. We recommend Miami as a
geographical location because we must exclude the
countries where we have (GT] aperations ... The office for
the GT operation will have basically two persons, one in
charge of Venezuela, Colombia and Ecuador having also
the overall respensibility for the GT reperting to London,
and the other person in charge of the rest of the region
reporting to the GT Manager.®

[ Profits Over People:

The meeting summary also includes a SWOT analysis
{Strengths, Weaknesses, Opportunities and Threats) that
lists as threats:

¢ The [regional] trading groups can become a threat
because of the elimination of tax barriers ...

* [In the GT operaticn] Management and staff should not
be in contact with market.*®

The documents also describe in derail the preferred
routes for distribution and some of the distributors
involved with the tobacco industry.**** Table 5.1 pro-
vides examples of such distributors, based on a 1993 doc-
ument proposing better coordination and management of
the DNP business in the region.™ Keith Dunt, then BAT's
regional manager and author of a document outlining
“Distribution Channels for Latin America” explains that

due to the sensitivity, management and ca-ordination of the
DNP business, all brands should be concentrated ¢n one operator
per channel ... [Border Trade] There should be complete clarifica-
tion in the co-ordination and management of the DNP ... Due to
the importance of this business in the region, we propose that a
"Border Trading Group” be formed to monitor and take decisions,
when appropriate, to protect BAT Industries’ interests, It is recom-
mended that there be one member from Souza Cruz, one from
Nobleza Piccardo, and one from BATCo.

Although the documents reviewed by PAHO include
BAT"s plans to delay or obstruct the creation of Panama's
Colon Free Port (a threat to the DNP business),"* the
Atruba operations" "% conveniently close to the North
coast of Venezuela and a “linchpin® in the illegal Latin
American tobacco trade,™ are not reviewed here, having
already been the subject of thorough reporting by the Inter-
national Consortium of Investigative Journalists (ICI]).

VENEZUELA

In the early 1990s, BAT’s Venezuelan subsidiary, C.A.
Cigarrera Bigott, was struggling to regain control of the
Venezuelan domestic market (including both DP and
DNP segments, in BAT's terms) while maintaining a
“good” corporate image vis-a-vis the government. #5777

In June 1992, BAT’s then-Finance Director Keith Dunt
wrote to Delcio O, Laux, then president of Bigott com-
menting on Bigott’s marketing guidelines and stating

The DNP sector of the market is a major threat to your mar-
ket share. You should assume this is an integral part of your
domestic business which will require specific and appropriate
strategies to regain the injtiative. Your dedicated target is to
recover an 80% SOM total within the plan pericd.”



In April 1992, Laux had written to Dunt, discussing “Pro-
ject Lean.” In that communication, Laux gives evidence
of a desire to act ethically:

.1t is noted that Bigott will follow the good citizen strategy. ..
It is clear that Bigott can't be seen as a clean and ethical Company
by continuing with DF and ONP in parallel.”™

However, Laux’s ethical concerns are strategically bal-
anced by a desire to both influence government policy
and reap the benefits of involvement in the DNP, or
smuggled goods market:

To adopt a more aggressive stance with the government to force
a ban, it is important that Bigott has g clean appearance. There exists
the risk that some BATCo Operating Company has replaced the reen-
try product this could also be exploited by the competition. ...Should
BATCO be proactive then this is the opportunity to gain a share of
close to 80% of DNP. BATCo will maintain 80% of DNP whilst no
competitive 70mm product is available. Once the competitor start [sic]
shipping cur share will drop 10 + 60% of the segment, ...Our rec-
ommendation is that we should be progctive on this project, so that
we start to address the contraband issug more aggressively with gov-
ernment.” [Emphasis in original as handwritten underline.]

For Laux, Bigott and BAT, it is not as important to act
properly as it is to have “a clean appearance”. This is not

" TABLE 5.1 DISTRIBUTION CHANNELS

surprising, given that BAT’s expectations for Laux were
to both “maintain a 75% market share in the duty paid
domestic market and grow from 63% market share when
considering duty not paid ..."” and “maintain excellent
corporate image and relationships wirh government bod-

ies, press, neighbors, farmers and their association.[sic]™

Another attempt to play both sides of the ethical fence is
seen in a memo from BAT'’s Mark E. Warerfield to Big-
ott’s Laux. Waterfield writes:

BATCQ share of others D.N.P.-very low price segment: It is

recommended that a BATCO Company is given responsibility to
develop the group share of the others D.N.P. segment cf the
Venezuelan market. It would be unappropriate [sic] for Bigott's
marketing statf to develop the strategy to increase share of this
segment. The role of Bigott is to persuade the authorities to
close the borders and confiscate D.N.P. product which is tran-
sitted into Venezuela * [Emphasis in original]

In chis classic “good cop, bad cop” toutine, Bigott lobbies
the government to get tough on smuggling, as would any
legitimare business, but leaves in place a strategy for a sis-
ter company that ensures that Bigott won’t miss out on
DNT market oppottunities.

Market BEWIT Souza Cruz BATCo. Future
Colombita . .. - - = DP Restrepo . Tropi X - = Tropi/Restrepo{?)
DNP Romar/Giovannex Romar/). Vegaz/Giovannex Romar Romar/Giovannex
Panama Giovannex Giovannex TiSA/Romar Giovannex and Romar
Suriname DP lkcomtrade Icomtrade Icomtrade
DNP lcomtrade Icomtrade fcomtrade
Guyana DP n.a. Demerara Demerara
: ° DNP Icomtrade lcomtrade ¢ lcomtrade
Ecuador DP ?
) . DNP TUSA/MottasSegovia 7
Peru DP Feru Tabaco Peru Tabaco Peru Tabaco Peru Tabaco
DNP  General Supply Extralan G. Supply /Extralan  Extralan
Bolivia DP Marinho Marinho Marinho Marinho
TUW T T T DNP General Supply. Marinho/Extralan G. Supply /Extralan ~ Extralan
Paraguay DFP Saba na. GloriasSaba Saba
' .~ DNP  na. Santimar n.a. Santimar
Uruguay DP Republicana n.a. Republicana To be reviewed
o . DNP Diltox Extralan Waltrix ) Extralan?,
lquique {Chilean Free General Supply Extralan G. Supply /Extralan  Extralan

Trade Zone]
Plunta] Arenas [Chitean
Free Trade Zone)]-

Jacquetine Int'l Jacqueline Intl

Jacqueline Int" Jacqueline tnt’l

Source: Dunt K. Letter to Andrew Gray and Dick Green {Re: Discussion paper on South American Business]. Nobleza-Piccardo. November 30,
1993. Buenos Aires, Argentina. Bates No. 301742115/301742122 [Blank rows removed.]
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The reasons for Bigott’s approach can be better under-
stood in the context of a 1992 memo from P.M. Bingham
of BAT marketing to Keith Dunt. Bingham notes that
one of the key acrion points was “market dominance of
DNP segment” and he outlined ‘Strategic issues, options
and priorities” for Bigott as it faced challenges from the
Philip Morris Venezuelan subsidiary, Catana:

BIGOTT has a relztively high share of the DP market but a rei-
atively low share of the DNP market. Market dominance of both
markets is essential in order to minimise the threat of CATANA
[PM’s Venezuelan affiliate] in the domestic Venezuelan market.®

In no uncertain terms, the author recommends that, if
Catana moves one of its brands, Belmaont, through illicit
channels, Bigott must be prepared to do the same, using its
Astor franchise. He also notes that Bigott can cover its
tracks by going through countries where Bigott already
holds the Astor trademark.

With regard to the probable resistance from CATANA to raise
DNP prices and in particular the price of ECU Belmont, BIGOTT
should be prepared to issue and carry out the legitimate
threat/negotiating lever of supplying ASTOR (we own the trade-
mark in Peru, Bolivia, Aruba) to the DNP market. To do this legiti-
mately, it must be made in a country where we own the
trademark. The historic use of Astor made in El Salvador was
unwise but the legitimate utilisation of a BAT trademark in a coun-
try where we own it is a totally different proposition #

Bingham argues that long-term illegal market share,
not immediate or legitimate profits, must be the prior-
ity for Bigotr:

To summarise the Pricing Strategy issue, BIGOTT's priority is to
dominate the DP and DNP markets even if this results in some decling
in real levels of profitability during 1992. BIGOTT cannot allow
CATANA to maintain its current high share of the DNP market.®

I an unsigned, undated ‘Analysis of Competitive Perfor-
mance’, presumably from the same time period, the author
confirms the Astor DNP export strategy:

Catana exploited the increased price gap between D.P and
D.N.P products by raising export shipments of Astor. Catana
increased exports to gain a price advantage in the domestic market.
This action increased their total market share from 28.% 10 30.2% %

The fears about Catana are also emphasized in a 1992
memo to then BAT’s Vice-Chairman Barry Bramley in
which Keith Bunt notes that “the DNP business from
Venezuela has historically reached very significant
propottions e.g. Up to 35% in August 1991, Catana
are using it to de-stabilise our market, a market they
failed to win via pricing in 1989.”%

M Profits Over People =,

In a 1994 memo from Biggott’s T.G.E Lord ro Keith
Dunt and BAT Marketing departiment representative
(Latin America region) Chris Burton, the DNP
theme is reinforced as Lord hints at collusionary
efforts by BAT and Philip Morris to divvy up the

Venezuelan market:

Holding DNP SOM [share of market] at 60% is part of our
overt plan to give the competition oxygen, per our discussions
when you (Keith) were in Caracas.*

In a handwritten comment in the memo's margin, Chris
Burton affers his approval, but questions how high BAT
should aim in seeking its share of the illegal trade:

Sounds fair ta me. Domestic market share increase of 1.4%
paints is reascnably challenging. Whether DNP share should be
held at 60% is another issue.®

ARGENTINA

BAT documents regarding Argentina reinforce the fact of
BAT’ and PMI’ participation in the DNP market. A docu-
ment titled ‘Analysis of Competitive Market,’ provides a
SWOT (Strengths, Weaknesses, Opportunities and Threats)
analysis of the “Competitor”, PM’s Massalin Particulares:

1. Strengths ...1.11 Docmination of contraband interna-
tional brands votume into Argentina reduces their lacally
manufactured volume in the short term but strengthens
lenger term position... 3. Opportunities ...3.15 Consider
exporting low-price brands to Paraguay for reimportation
into Argentina and as a challenge tc N-P's [Nobleza-Pic-
carde] strong franchise in the border areas.®

As in other countries, BAT urged its Argentinian sub-
sidiary Nobleza-Piccardo (N-P) to take advantage of the
DNP segment. In a notarious 1992 letter, BAT’s Keith
Dunt offered his perspective to N-P’s President Ed Grant:

We will be consulting here on the ethical side of whether we
should encourage or ignore the DNP segment. You know my view
is that it is part of your market and to have it exploited by others
is just not acceptable. ...* [Emphasis in ariginal]

Dunt’s admission that the DNP segment was part of N-P's
market co-existed with a seemingly responsible corporate
attitude, as indicated in the Corporate Affairs: ‘Illegal
Imports’ section of the company's 1994-1998 strategic plan:

To [permanently] develop among authorities a consdousness
on the negative social and economic effects of contraband.
[Strategies]
¢ Lead the lobby of Government Officials in order to obtain
more restrictive measures against illegal imports.



e  Highlight to the Provincial Governors the reduction of
provincial taxes caused by contraband

+  Obtain the approval of a law drafted in the N.M.A.
[National Manufacturers Association] aimed at reduding
iflegal imports

¢ Maintain the suppon of different chambers of Industry and
Commerce in combating this illegal activity. *

A document tirled ‘Norch-East Argentina’ provides an
overview of the Argentine market in the period from
1989 to 1992, and offers details on objectives and brand
strategies for Nobleza- Piccardo. The background section
confirms the involvement of both Philip Morris and BAT
in supplying the illegal market through their respective
companies (PM Brazil for Philip Morris, Souza Cruz for
BATY} in Brazil and Paraguay. It also indicates that, in the
event of government intervention to close the DNP
trade, BAT was more concerned with its own market
share than with staying our of this illegal but rempringly
“unsatisfied market”:

1.a Contraband is 9% per cent of the Argentine cigarette
market and 46% per cent of the market in N.E.A. [North-
East Argentina] D.N.P. cigarettes are a fact of life and
almost institutionalised. D.N.P. has at no recent stage
been significantly restrained by the authorities. D.N.P. vol-
umes are more likely to grow than to reduce in the fore-
seeable future.

1.b Al D.N.P initiatives taken so far have added significantly
to D.N.P. volume rather than shift shares. These include
the initiatives of PM Brazil in 1990, Sousa Cruz in 1991
and the Paraguayan manufacturers in 1992...

1.¢  However, there is still a significant market yet to be satis-
fied by D.N.P, either because consumers have yet to be
offered an acceptable D.N.P. offer or because they live in
regions where D.N.P. availability is limited.

1.d  Assuming there is an unsatisfied market, cur priority is to
cover this with brands which have a future in the Argen-
tine market.

1.e The D.N.P segment has grown from 360 miliion sticks
annually in 1989 to 3,820 million sticks in 1992 without
meaningful intervention by the authorities. However, we
still believe there is a point where the autherities simply
must react.

1.f  When this reaction comes, we must be prepared to
vacate the D.N.P. segment completely without leaving a
vacuum which our competitors are better placed to fill
than ourselves.” [Emphasis in original; reformatted for
easier reading. ]

Understandably, BAT and Nobleza-Piccardo show con-
cern about losing a sector that had recently multiplied
ten-fold in just three years. In the North-East Argentina
‘Objectives’, the authors outline goals for both licit and
illicit market sectors:

Construct and implement specific marketing actions with a
view to:
*  maximising group prafit from the D.N.P. trade,
*  increase Group share of the D.P. + D.N.P. total.

¢ leverage Group long-standing strength in the D.N.P. region.
¢ protect the Group’s main brand franchises.®

In detailing the ‘Brand Strategies’, the document's
authors discuss the pricing and market balance to be
sought with the introduction of Jockey Club {JC) and
Derby brands to the Argentine market via DNP channels
from Brazil. The section on ‘Brand Rationale’ points out
distinct concerns regarding Jockey Club EE (full-flavor)
and Derby Superlong Slims:

The N-P part of the D.N.P. Plan must protect JC as its highest
pricrity; ary D.N.P. Plan which concentrated only on DERBY while
excluding JC would merely accelerate the erosicn of JC.—Therefore,
the JC D.N.P initiative must start before the DERBY D.N.P initiative.””

The introduction of Derby Superlong Skims after JC was
meant to protect the company’s image as it embarked on
a two-track strategy of both legal and illegal marketing, as
is clear from this excerpt:

*  Tobe launched initially as DP preduct in southern Brazil to
protect N-P from accusations of complicity—To be
launched to D.N.P. trade soon after JOCKEY CLUB D .N.P¥

Section ¢ of the report explains some of the conse-
quences of the plan, wherein higher margins would trans-
late into greater profits in an area not restricted to
North-East Argentina. The justification again is that, if
Nobleza-Piccardo didn't take advantage of the DNP
opportunity, PM would step in with its Le Mans, Wilton
and “possibly other brands”

6.a The introduction of D.N.P. versions of JOCKEY CLUB and
DERBY will increase total D.N.P. volume. D.N.P of
JOCKEY CLUB and DERBY will not be confined to N.E.A.,
but will spread 1o all regions where the DP versions have
strong franchises and where margins higher than those
offered in the DP supply line attract the trade.

6.b Volume control of D.N.P JOCKEY CLUB and DERBY is not
a solution. The competition will respond guickly with
D.N.P offers of LE MANS, WILTON and possibly other
brands. This will spread the problem further and we will
be obliged to compete.

6. We envisage a scenario of D.N.P. growing 1o 20 p.c. of the
Argentine market (unless the Government reacts), with
the cheap Brazilian and Paraguayan products probably still
concentrated in N.E.A. where they sell on price alone and
selling volumes no less than currently and probably more,
but with D.N.P. DERBY, JOCKEY CLUB and N-P brands sell-
ing in a much wider geography, similar to current distri-
bution patterns of USIBs [United States International
Brands] via Paraguay.”’ [reformatted for easier reading}

The company anticipates government action to control the
smuggling, and is confident that its “defensive” approach
will lead to continued market dominance, even when
forced to restrict itself to the legitimate, duty paid sector:
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6.d The key guestion is when do the Argentine authorities
react. At some stage they must. When they do, and assum-
ing a total ban, the protection of IOCKEY CLUB and DERBY
by this defensive Plan will make N-P well placed to return te
our traditional domination of the DP market in N.E.AF

North-East Argentina routing was also discussed in a 1991
memo from N-P’s R. W, Jones to J.L. [Joe] Green, BAT
{U.K. & Export), with a copy to [.G. Hacking, BATCo
Millbank. Jones explains how Paraguay can be used as a
shipping route if the status quo of legal, DP trade proves
too difficult to maintain in the face of an “inundation” of
competitive DNP shipments from rhe US and Brazil:

The issue [of trade-mark cwnership in Paraguay] is sensitive, as
our need to defend our 80 per cent of DP market franchise in north-
east Argentina in the face of an inundation of US and Brazilian DNP
imports has to be weighed against the possible repercussions which
might result from increasing the DNP tempo by curselves exporting
to Paraguay. We hold our position for the time being, but are deing
50 on the assumption that we are clear to take the go-ahead deci-
sion if and when we judge this to be the right course without need-
ing to seek further clearance from BATCo. or BATUKE #

This demonstrates that that BAT not only knew, and was

willing to take advantage, of the role Paraguay played in

the “re-export” business.™"'

BRAZIL-ARGENTINA

There is a series of documents relared to the DNP trade
tfrom Brazil into Argentina, a few of which are discussed
in detail below.”*” A fascinating view of the DNP sirua-
ticn in several South American countries emerges from a
1992-1993 exchange of memos. First, BAT's Keith S.
Dunt wrirtes to then Souza Cruz's then-CEQ Antonio
Monteiro de Castro {currently BAT regional director for
LA and the Caribbean), reiterating some of his own, pre-
viously-expressed concerns:

| undertook in my note of 10 September ta advise how we
are going to move ahead on the DNP front when finalised—my
precise comment was: “In reviewing the situation here it is clear
that we have to take more aggressive action in the protection of
our Argentinean brand equities and in a manner | believe was
mentioned during Pampas discussions. As has been noted to N-P
staff continuously it is not good enough to merely watch the share
erosion month-on-month. Now with JQC [Jockey Clubj we have
some chance. Hence we are now investigating in a more pro-
active way how this will be done. It has to involve DERBY and it
has to re-establish that brands ‘value-for-money’ credentials. ..
Whether it is Duty Paid or not is being checked out this week—
but there wilt need to be a delicate balance to get the naticnal
politics right in Argentina—we will keep you advised.”®

However, Dunt goes on to explain that the competitive
situation is complicated both by the presence of PMI

i, Profits Over People s

[Philip Motris International] and by rivalries within the
BAT family of companies:

The argumentation is iong and complex—viz-a-viz the game
strategies and likely responses of PMI—particularly now, given
their wholesale attack on your market via DNP. Derby product will
now begin to flow in the next ten days or so via BATCo Exports—
so it will become a UK cash generator over time. | predict that PMI
will react immediately by “DNP-ing” Dallas which they are likely to
be planning to do in any case.. *

Dunt also expresses that in order to better coordinate
BAT’s DNP business as well as to be better prepared to
block PMI from raking advantage of this market “seg-
ment”. Dunt explains:

| believe we should form a ‘Border Trading Group' from our Mar-
keting Directors to liaise precisely on the movements here and how we
can help each other within the Total Group interest. ... We must react
as one company in this key area of our business and eliminate the
“inter-operating Group” hassles which can only benefit PMI, ..

Souza Cruz’s Flavio de Andrade (now CEQ of Souza
Cruz}), in a reply to Keith Dunt on behalf of Antonio
Monteiro de Castro, thanks Dunt for his letter “detail-
ing Nobleza-Piccarde's strategy to move shead in the
DNP front”. He agrees on the importance of increased
communications flow through the creation of the Bot-
der Trading Group. However, de Andrade is less recep-
tive to Dunt’s concerns for the ‘BAT family’ when de
Andrade perceives a threat to his business from the
Paraguayan firm Boqueron (an independent, local cig-
arette manufacturer):

You also menticned in your letter that you have asked me to
desist supplying Ritz in Ciudad del Est but, to be honest Keith, | can
nat remember this request. Independently of any misunderstand-
ing on this issue, | have some comments | would lke to share with
you: Ritz is still a very important asset in Brazil, with good consumer
franchise, being alsa the brand forged by Bogueron to be intro-
duced in Brazil via the DNP route. We have recently succeeded in
assuming the brands trademark in Paraguay but, unti now, we
could not eliminate the counterfeit despite several legal actions
already initiated in the country. Within this context, a decision of
withdrawing Ritz from Ciudad del €st could create a favourable
condition for Bequeron to increase sales in the Brazilian market,
without competition, threatening Souza Cruz's domestic sales,™

But, not to worty, de Andrade reassures Dunt that he’s
willing o help fight the common enemy, Philip Morris by
facilitating the DNP strategy:

Finally, as soon as you beliave that Derby being manufactured in
Brazil for Argentina, (via BATCo. Exports) could represent a competi-
tive advantage viz-a-viz Philip Morris, we are prepared to help you.*

In July 1992, Dunt wrote BAT's then-chairman of
tobacco operations Barry Bramley to set up an August



1992 meeting “{t]o attempt to agree cross-border business
brand strategy with Souza Cruz given the growth of the
Argentinean DNP segment over the last eighteen
months and its value to BAT Industries.™”

In September 1992, Dunt again wrote to Bramley,
acknowledging the importance of the DNP segment for
the company’s business while decrying the fact that Souza
Cruz entry in Argentina is a threat to Nobleza-Piccardo:

Effectively inclusion of the DNP segment yields and “all-up”
BAT Industries S.0.M. [Share of market] ... Clearly the advent of
ONP has served to reduce our [N-P] N.E. Province volume dramati-
cally and is threatening the very existence of cur distribution struc-
ture in the region. The suggestion is not that attempts are made to
eliminate DNP, for this is simply unrealistic, and will deny BAT their
rightful perceniage of that trade, However the requirement is to
manage DNP 1o the overall benefit of the BAT Industries Group,
rather than for the direct benefit of one Operating Group’s results
at the greater expense to another Operating Group,*

In a May 1993 memo to Bramley and other BAT top
executives (U Herter, A M De Castro and R H Pil-
beam), Keith Dunt reveals more about corporate
acceptance of DNP routing of cigarettes, and that
involvement reaches as high as the BAT Industries
Chairman. Dunt also notes that BAT keeps careful
enough records of the illegal chain of distribution to
know that DNP sales account for almost three-quarters
of the market in one city and a significant percentage in
Argentina. Again, the concern for profits overrides
business ethics, as Dunt frets that Souza Cruz might gain
market share at the expense of BAT’s Argentinian sub-
sidiary, Nobleza-Piccardo, for which he is responsible:

This note is to ask you to clarify the position of BAT Industries
in the above business. | am advised by Souza Cruz that the BAT
Industries Chairman has endorsed the approach that the Brazilian
Operating Group increase its share of the Argentinean market via
DNP. As the Director entrusted with responsibility for the manage-
ment of Nobleza-Piccardo | need to advise you of the likely volume
effect on N-P of this decision and of course the financial impact...
Contraband represents 55% of North East (Posadas Branch} volumes
and has, at latest report, @ 72% share in the City of Posadas. ... It
has not been possible to agree the strategy of testing a reduced DNP
voluma flow... This nate is to advise you on the impact the increased
DNP volume will have on the results of your Argentinean subsidiary.®®

Dunt explains that Nobleza-Piccardo has suffered market
share losses for a couple of reasons and, in a remarkably
candid admission of corruption, notes another unin-
tended consequence of reliance on the DNP distribution
route in North-East Argentina:

Hence, part of the share loss and profit decline now forecast
by Nobleza-Piccarda is not only a result of natural up-trading to
Marlboro (given a full two years with no price increases), but also

the increasing volume being “pumped” through the northern
border. . A financial side effect is the additional commission pay-
ments being required in the North East to sustain any kind of
effective distribution system, and to ensure the continued market
presence of DERBY and JOCKEY CLUB.*®

Pampa Project

Conflict over the DNP trade between Argentina and
Brazil also surfaces in papers relating to the development
of the Pampa Project.” This project was designed in
1992 to determine the market share of DNP between the
competing BAT subsidiaries to maximize overall company
profit. Dunt was concerned that Souza Cruz presence in
the Argentinian DNP marker was prejudicial to Nobleza-
Piccardo’s business. In a September 1992 note to Mr B D
Bramley, K.S. [Keith] Dunt explains the need to assess the
impact of Brazilian cigarettes entering the Argentinian
market via DNP channels, again assuming that BAT is
due its “rightful percentage” of the rrade:

The suggestion is not that attempts are made to eliminate
DNP, for this is simply unrealistic, and will deny BAT their rightfut
percentage of that trade. However, the requirement is to manage
DNP to the overall benefit of the BAT Industries Group, rather than
for the direct benefit of one Operating Group's results at greater
expense 1o anather Operating Group... 5. Conclusien ... Whilst my
preference is to obtain Souza Cruz's commitment to halve their RITZ
volumes into the N.£. Province for a period of up to three months
to assess the effect on Group results, in the absence of such agree-
ment, we will launch DERBY and JOCKEY CLUB into the DNP seg-
ment by the end of September 1992 % [Emphasis in original ]

In November 1992, Flavio de Andrade replied to Dunt,
raising concerns about the “sale of DNP Ritz [cigarette
brand] on the Argentinian market prejudicing the market
share and profitabilicy of borh the Group and N-P
{Nobleza-Piccardo]."

Therefore the “Pampa Project” would be underraken with
the following intentions:

It was decided by S Cruz and N-P to analyse the situation
more critically and evaluate the whole question of DNP in the
Argentinian market as follows:

o Construct and implement specific marketing actions
with a view to:

*  Maximizing group profit from the DNP trade. ..

*  leverage Group long-standing strength in the DNP region, , %

The Project was based on some past facts and assumptions
regarding Souza Cruz's entry in the Argentinian DNP mar-
ket with Ritz. As de Andrade explains:

The DNP market represents 9% of the total Argentinean cig-
arette market ... and 46% of the market in N.E. Argentina. This is
growing significantly principally due to the large difference in price
between DP producis ... and DNP products and the ease of prod-
uct movement over the border. ... Philip Morris has 54% of the
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DNP segment ... Souza Cruz noted that there was a natural
demand for Ritz ... and to fully exploit the growth in demand, it
was agreed that Souza Cruz should increase the availability of the
brand inn the South of Brazil. ... Until 1991 the Ritz consumed in
Argentina was DP Brazilian praduct which had practically no con-
tribution. Due to this it was agreed between N-P and Souza Cruz
that Souza Cruz should initiate "exports” of the brand {Ritz]
through the DNP route with the specific objective of attacking
Philip Morris' comfortable position as the leaders in this growing
DNP segment. As a result Souza Cruz reversed the trend and
achieved 71% share of the DNP low segment by the end of 1991.%

Thus, BAT admits cthat its strength in illicit DNP
channels is “long-standing” and even appears to put
sarcastic quotation marks around the word “exports”,
knowing that these are nothing more than shipments
intentionally destined for illegal entry to the Argen-
tinian market. The rationalization from de Andrade
continues, with the acknowledgment that DNP seg-
ment exists and will continue to exist and if Souza
Cruz does not exploit it then the competition will.
Thus, the author is also keenly aware of the challenge
to BAT from Philip Morris:

[A financial study was conducted and showed] a loss for N-P
due to the take out caused by Souza Cruz sales in the BNP low [price]
segment. However, it is agreed that the segment exists and will con-
tinue to exist and if Souza Cruz does not exploit it, then the compe-
tition will. So the loss to the group will be greater, as demaonstrated in
the DNP high {price] segment where Philip Morris represent almost all
the volume. The DNP segment is a fact of life and almost institution-
alized. The segment has at no recent stage been significantly
restrained by the authorities. The DNP segment will continue to exist
as long as both the price differential exists and the greater margins for
the trade are available. Due to the sirong demand all DNP initiatives
have done so far is increase volume rather than shift shares... The
expansion of the DNP segment, apart from having direct impact on
the stability of the distribution structure in the north east region of
Argentina, will create idle capacity in N-P's production set-up and fur-
thermore affect the Company’s profitatility. A B.A.T. decision to with-
draw from this segment could only encourage Fhilip Morris
{Internaticnal and Brazil) to increase its current volumes and further
dominate the Argentinian market.*

Commenting on a specific recommendation to launch
Detby “slims”, produced in Brazil, exported to Paraguay
for distribution in North-East Argentina, de Andrade
adds further confirmation of the Paraguay-Brazil-
Argentina smuggling link:

To restrict “political” problems, the brand would be
taunched in the South of Brazl in restricted quantities... Despite
tighter controls by Border Authorities, contraband continues
strong in the region... Souza Cruz continues 10 increase Sales Vol-
ume of exports into Paraguay, of which 80% is estimated to even-
tually enter into the Argentine D.N.P. market.*

From these exchanges, it is clear that top level managers

were involved in the development of the DNP segment.
Mr. Andrade, who is now Souza Cruz CEQ, possessed keen
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awareness of the “strong” contraband sales volumes. Project
Pampa then was a strategy for “S. Cruz, N-P ¢ [sic] B&W to
jointing explore both the DNP high and low segments™.*

However, alongside the plans to actively encourage the
DNP market, there is evidence once again of the company’s
acute knowledge of the need to conceal its involvement in
these very plans. One December 1992 note, simply titled
DNP, from E. Grant to K.S. Dunt, demonstrates sensitivity
to the “political climate:”

After further analysis it is my recommendation that no change
is made to the current situation in which Souza Cruz are concen-
trating their border trade on the brand RITZ. This implies that we
should shetve plans for Souza Cruz to manufacture DERBY SLIMS
and JOCKEY CLUB for sale in South Brazil and in the border trade.
The reasens for this are as follows: 1. The palitical climate is sensi-
tive and for reasons related to other problems that N-P is facing it
would be most unwise to create a situation where the Company
could be even remately linked to the DNP border trade %

BRAZIL

Beyond Brazil's trade in Argenrina, there are several doc-
uments discussing Souza Cruz's DNP segment involve-
ment in other regional countries, including Paraguay,
Suriname and Guyana.

An August 1994 ‘Review of the Latin America Cigarette
Market' notes that “Bra:il is the largest market in the
region representing 35% of all [BAT]sales”, and explains
that the heavy volume of Dury Not Paid cigarettes, “esti-
mated at 12 billion cigarettes in 1993” in Brazil comes from
three main sources: “Counterfeiting of Souza Cruz brands
in Paraguay; Contraband from Paraguay (cigarette duty in
Paraguay accounts for 13% of the price a pack, in Brazil
73%); Exports coming back into the marker.™®

The recutring modus operandi for all Larin American
BAT firms, and Souza Cruz in particular, has been to pres-
sure national governments to lower taxes and do some-
thing about smuggling while still taking full advantage of
DNP market opportunities. As BAT's Hilary Barton
explains to A. Monteiro de Castro in a2 document titled
*Souza Cruz Plan Preview 1994-1998', this sometimes
causes “publicity problems”. In other words, she fears it
won't look good for the company when the next govern-
ment crackdown finds Souza Cruz product in the
Paraguay DNP distribution pipeline. Barton summarizes
for Monteiro de Castro a CEC [Chief Executive's Com-
mittee] meeting that they, along with the current Chair-
man of BAT, Martin Broughton, and other top executives
(U. Herter and D.P. Allvey}, attended:



6. DNP: Souza Cruz does not have the competitive advan-
tage in DNP that it has in the domestic market through distribu-
tion. However, it appears that, given the choice, Souza Cruz’s
products are preferred to Philip Morris in the DNP market. The
police together with the Internal Revenue Service (Receita Fed-
eral} have cracked down effectively on this chanrel in the past
week. The government has threatened an export tax on product
to Paraguay, but this would only change the shipping routes
rather than solving the problem. The last crack down found prod-
uct mainly from Philip Morris and the nationals. The next one will
find Souza Cruz product as a result of the exports to Paraguay.
This may cause some publicity problems as Scuza Cruz has been
highlighting the problem to the authorities.'®

The Souza Cruz Preview 1994/1998 detailed a plan that

was “being implemented with the aim to minimise risks
involved with the DNP growth:"

Face the Growing DNP Transi

From QOctober 1993 onwards Souza Cruz is planning 1¢ care-
fully step-up its DNP efforts with a view to achieving a competitive
share in the segment. A full brand portfolio is being launched,
composed of international and local offers with competitive edge
against PM brands. With this action, Scuza Cruz expects to pro-
tect its volurme and share, avoiding that PM and Nationals achieve
even greater volumes, It is worth menticning that it is unlikely that
Souza Cruz will achieve a market share in the DNP segment simi-
lar to the DP positicn due to the difficulties in dominating the DNP
distribution channels, which until now are different than Souza
Cruz direct distribution ones.'® [underline in original]

While it is true, in many countties, that tobacco raxes
comprise a large part of the pack price, the industry has
routinely used this fact to hide from consumers its
tremendous profit margins and its own significant price
hikes. The authors of the Souza Cruz Preview ignore the
possibility of price reductions as a way to tamp down
demand for DNP cigarettes. Publicly and privarely, Souza
Cruz tries to shift the blame to the government:

The only effective way to eliminate transit husiness would
be through a price reduction in the DP market and this could only
be achieved through a reduction in current Excise levels, Efforts
are being developed by Souza Cruz with Government authorities
but it seems unlikely that any relevant success will be obtained as
the Government is fust seeking 1o increase tax revenues with the
aim to balance its budget.™

In “Learning from Price Wars,” a document destined for
an unknown readership, but likely the executives of other
BAT companies, the unidentified aurthor summarizes
‘The Brazilian Experience’:

Souza Cruz was suffering different competitive pressures due
to the ONP segment’s growth, concentrated basically on [activities
of Philip Morris and Sudan, the oldest national manufacturer in the
Brazilian market]... Souza Cruz actions to block these two competi-
tors comprised of basically on [sic] a two-step action:—the first
action aimed at reducing the DNP segment growth potential
through joint action with the government, stimulating an increased
border repression.—the second action was focused in blocking
PBI's growth. In order to meet this objective, Souza Cruz developed

a DNP portiolio compased by part of its domestic portfolio, with a
clear bias towards medium / lower priced mild offers, in order to
gain space in relation to PM brands.'”

There is some indication that agpressive attempts by
Souza Cruz to dominate the DNP market in other parts
of the region provoked resistance from BAT’s Keith
Dunt. BAT’s overarching interest in profiting from the
DNP segment motivated Dunt to address “irritating
issues” in a 1994 letter to Monteiro de Castro.*

| am equally concerned that the other manufacturers are
now using the same routings as ICOMTRADE has established.
However, your invoicing values are causing this problem nothing
else. So long as lcomtrade is charged higher than
ArubasPergelly/Rotterdam this will clearly happen. ...

There was no agreement (as quoted in your letter) that the
entire South American ONP market remain with Souza Cruz in
respect to Souza Cruz brands. Where the DNP was referred to in
our separate arrangement with you it was related entirely to your
recycled product and of course in that context we have no part to
play nor wish to. ...

| believe there are useful growth prospects for Hollywood (a
Souza Cruz brand] with cur new Trade Marketing implementation
plan for Suriname which we will miss if [sic] keep Hollywood with
lcomtrade—but as you say we have DNP to cover. ...

[Regarding DNP operations| | am pleased that you feel there
is enough potential to have a uniform policy across the BAT Group
in respect of igquigue [transit point for the DNP trade in Latin
Americal ...

I'would now like to suggest that we set up a joint Latin Amer-
ica DNP “off-shore” operation handling All industries’ Tobacco
operations. Likely base could be Miami ... | believe you are con-
templating Uruguay but we thought we should iook at where
there is no prospect of GT/DNP occurring in the near future which
is certainly not the case for Uruguay.®

In this letter, once again, Dunt recommends that BAT
have the IDNP business centrally coordinated, and
demonstrates that he expected that an active DNP busi-
ness—and by inference BATs involvement in this busi-
ness—in the near future in Uruguay.

PARAGUAY-COLOMBIA

Several documents from around 1992 describe projects
initiated to launch GT brands via Paraguay and Colom-
bia, as well as through Argentina and Brazil."®" For
example, Project Rose was the launch of L&B King Size
for Colombia and Paraguay; Project Marble was the
launch of John Player Special American blends for
Colombia and Paraguay. The first point of the stated
rationale for these projects is almost invariably that “GT
accounts for 1/3 of the total market”, hence the need for
increased corporate activity in this illicit sector. One cor-
porate document is a bit more opaque in describing the

objective for the launch of L & B KS [Lambert & Butler
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King Size] box “American Blend” in Argentina and Brazil
“(GT distribution from Paraguay)™

To enter in the growing re-exported business from Paraguay
to Argentina and Brazil and offering a quality product at an
affordable price."®

The ethical concerns of some BAT executives again sur-
face in these notes from BATs Keith Dunt to Mr. T.
Whitehair of Brown & Williamson concerning a June
1992 BAT meeting in Bogota:

5. Paraguay—agreed that if DNP business commences for
N.P we shouid be using the same agent as B&W (and
Souza Cruz). Must also try and use LASU [Latin America
Sales Unit] concept. 6. ...Souza Cruz in overt ilfegal oper-
ation supporting Hollywood which at today’s date is DNP
business. Ethically wrong |.] Bigott 1o sell product to B&W
but only for "Turbo” routing and as part of drive to
“piggy-back” other group brands." [Emphasis in original]

Despite his ethical protestations, even Dunt acknowledges
and finds uses for the “overt illegal operation™.

COLOMBIA

A 1992 proposal, signed by BAT’s Mark Warerficld, dis-
cusses the establishment of a BAT Company or Branch
office in Colombia, reporting directly to BAT's Territorial
Director, to “manage and grow the existing rransit and
direct import business”* This document describes Colom-
bia as a “significant transit end market” * and highlights the
role of the Romar firm, located in Aruba, as a “transit
agent” for Brown & Williamson, Souza Cruz and Bigotr.®

CONCLUSION

An undated document traces the route of DNP distribution
in Colombia, from Aruba into Maicao and then to Barran-
quilla, with prices increasing at each “stop”.!"* Romar’s role
in DNP cigarette distribution in Latin America has been
extensively described elsewhere.”

The ‘Market Overview' of a 1994 ‘Country Competitive
Report’ for Colombia, on Cigarrera Bigott fax paper,
describes the operations of the two mujor independent
local firms, Coltabaco and Protabaco, international lead-
ets BAT and PMI, and casually mentions the presence of
several firms in the DNP trade:

The Japan Monopoly and other companies are working in
D.N.E channels. U.K.I.B. [United Kingdom International Brands]
brands are sold in D.N.P. channels with low volume and they are: JPS,
555, DUNHIILL, ROTHMAN {sic], etc... Reynolds works in D.N.P. chan-
nels with Doral £F, Lights and Menthols in low price segments. ..
COLTABACC: ...It must be pointed out that during the last few years
the company exported a substantial volume of cigarettes which later
re-enter 10 the country generating a significant profit which [is] not
reflected on books. They have developed a strong lobby with the
authorities in order to reduce current tax structure... PROTABACO:
...The company obtains profits which are not reffected on books by
exporting products and re-entering them without duty payment, tak-
ing advantage of the 8% exports subsidy.’*

In nicely understated fashion, the authors conclude:

This is an atypical market because: a. International and
Imported Brands work by D.N.P. channels {90%) and D.P. (10%).
b. Demestic Brands also work until 1993 in both channels."™

Smuggling is clearly a national, regional and global prob-
lem, but the 90% share for illicit products in Colombia’s
import market may well be a record.

The documents analyzed here confirm the results of earlier investigations and illustrate the inte-

gral role of the illegal market in the day-to-day operations of the transnational tobacco compa-

nies and their subsidiaries. The tobacco industry, already benefiting from the lucrative sale of an

addictive, deadly product, has shown itself willing to use illicit channels to distribute its wares.

The role of smuggling in undermining the efforts of governments to increase tobacco taxes

— one of the best, proven ways to reduce tobacco consumption' — is cause for serious concern and

hampers progress in tobacco control. Fortunately, governments are now increasingly determined to

challenge the industry for its dubious shipping and marketing practices. The documents reviewed

here highlight the need for these challenges to continue in order to reduce tobacco use.

[l Profits Over People



s SHEE TR EEEE 1
4 f‘m i’?uz

% Pl

10.

1.

13.

14,

15.

16.

17.

18.

Joossens L, Raw M. Cigarette smuggling in Europe: who really
benefits? Tobacco Control. 1998;7:66-71. URL:
http.ic.bmijournals. ifreprin
Canada I|ghts up its tobacco suit - again. CBC News. August 3,
2000. URL: htt 2h b calcgi-

in, i2/n 742 i 72
Department of Justice. Government to appeal case against
tobacco smuggling. Canada; 2000. URL:
http://canada justice.gc.cafen/news/nr/2 ‘doc 25476.html
Department of Justice. What is the Government of Canada
doing today? Canada; 2000. URL:
http://canada.justice.gc.calen/news/nr/2000/doc_25480.html
Feds probe former R.J. Reynolds unit. Nando News/AP. August
18, 2000. URL: http:#archive.nand .com/nofram i
ness/story/0,2469,500241139-500355166-502069154-
0,00.html
The Republic of Ecuador vs. Philip Morris Companies, Inc., Case
No. 00-13920 CA1Q, Circuit Court of the Eleventh ludicial Cir-
cuit in and for Miami-Dade County, Florida.
Weinstein H. Philip Morris Accused in Smuggling Scheme. Los
Angeles Times. May 25, 2000. URL:
hitp Awww.ash.org.uk/hitmlsmuggling/html/t000049350. html
U.S. District Court. Departments of the Republic of Colombia v.
Philip Morris & BAT. New York City, NY; 2000. URL:
htip/Awww. public-i.org/download/Amdended ColombiaSuit. pdf
Schelzig E, Warner M. Tobacco Firms Used Suspected Drug Traf-
fickers, EU Lawsuit Claims: Center for Public integrity; 2000.
URL: hitp/hwww. public-i.or 1_110700.htm
Fairclough G. Tobacco Firms Win Victory In Lawsuit on EU
Smuggling. The Wall Street Journal. July 18, 2001. URL:

hitp./finteractive wsj.com/archive/retrisve, ¢gi?id=58995407/4525
Q1956632.dim

Department of Trade and Industry. Byers announces investiga-

tion into British American Tobacco PLC. United Kingdom; 2000.

URL:

. ipr 45¢e1e3ff

4 7 71a31d7 ? n-

Document

Action on Smoking and Health. BAT under investigation by DTI:

ASH says Imperial Tobacco should be next. United Kingdem:

ASH-UK; 2000. URL:

h h 1

Bates C. Rogue multinational. The Guardian. November 1,

2000. URL: hitp:/Awww.guardian.co.uk/Archive/Arti-

¢le/0,4273,4084424,00 hitm|

Tobacco Traffic: Black Market Peso Exchange. NOW With Bill

Moyers PBS [Television]. April 19, 2002. URL:

h ra/now/i 4 htm
rg/mow/transcript/ran 114 fullhtm

Tobacco Traffic NOW Wwith Bill Moyers. PBS [Television]. April

19, 2002 URL:

rg/now/in h/Qa ling.htm
i I i

Schap\ro M Big Tobacco The Nation; 2002 URL:

h .then .mhtm|?i=

thp Morris. Phlhp Morr\s Replies. in: PBS, ed; 2002. URL

w/transcript/transcri m.h
Bowers S, Imperlal rejects smuggling claim. The Guardian,
2002. URL: hitp./Aaww guardien.co,uk/Archive/Arti-
16/0,4273 44

19.

20.

21,

22,

23,

24.

25,

26,

27,

28,

29,

30.

3.

32.

33.

34.

35.

British American Tobacco Companies. 8ritish American Tobacco
Companies Reject US Court Action by Colembian Provincial
Governors; 2000. URL:
: . n i nfen.nsf, -

Lj 7C88F AD7004EA ndocuy-
ment
International Consortium of Investigative Journalists. Tobacco
Cempanies Linked to Criminal Orgarizations in Cigarette
Smuggling: Latin America: Center for Public Integrity; March 3
2001, URL: hitp./Aww.public-i.or 1.htm
Beelman M, Campbell D, Rondergs M, Schelzig E. Major
Tobacco Multinational Imglicated In Cigarette Smuggling, Tax
Evasion, Documents Show: International Consortium of Inves-
tigative Journalists(|Cl)), Center for Public Integrity; January 31
2000. URL: hitp:/www.public-i.org/story 01 013100.htm
Campaign for Tobacco-Free Kids. llegal Pathways to lllegal Prof-
its: The Big Cigarette Companies and International Smuggling.
Washingten, OC April 2001, URL:
http;#tobaccofreekids.org/campaign/global/framework/docs/Sm
uggling.pdf;
htto/Anvww. ash. org.uk/htmlsmuggling/pdfsictfksmuagle. pdf
Marsden W. Tobacco insider talks. The Gazette. December 18,
1689, URL:
hitpfwww.google. comfsearch?g=cache: RIHSZG9MgYQC www
.globalink.ora/nbtnodigest’9912/msg00013. html+mars-
den+%2B+TNQ&hl=en
Marsden W. The mob and big tobacco. The Gazette. March 3,
2001.
Marsden W. Tiny isle is key to illicit trade. The Gazette. March
5, 2001.
Bouma J. Tobacco Firm Accused of Smuggling: Trouw/IC1J;
2002. URL: http/Awww.icij.org/investigate/bouma.html
Campbell D, Maguire K. Clarke company faces new smuggling
claims: The GuardianACl); 2001, URL: hitp/Awvwwicij.orgfinves-
tigate/campbell1.htm|
Campbell D, Maguire K. Tabacco giant implicated in glabal
smugglmg schemes. The Guardian. January 31, 2000. URL:
h wwww.guardian. rticl 1 1 .h
Beelman M, Campbell D Ronderas M, Schelmg E. How smug-
gling helps lure generations of new smakers. The Guardian.
January 31, 2000. URL: hitp:/AMwwi.guardian.co.uiv/bat/arti-
(le/0,2763,191296,00.htm
Schapiro M. Is Smuggling a Patriotic Act? The Nation; 2002.
URL:
hitp/fwww. thenation.com/doc. mhtrml?i=special &s=schapiro200
20418
Action on Smoking and Health. BAT and tobacco smuggling -
Submission to the House of Commons Health Select Commit-
tee. United Kingdem: ASH-UK; 2000. URL:
hittp-/Avww, ash.org, uk/hitmlsmuggling/htmi/submission.btm|
Action on Smcking and Health. ASH/ Tobacco smuggling.
Unlted Kingdom: ASH-UK; 2001. URL
h .ash.or html/sm
EU: US Firms Sent C|garettes to Iraq Washington Post/AP. Feb-
ruary 22, 2002. URL: hitp:/Awww.washingtonpost.com/wp-
dyn/adicles/A54671-2002Feb22 him
Beelman M. U.S. Tobacco Companies Accused of Terrorist Ties
And Iragi Sanctions-Busting: Center for Public Integrity; 2002.
URL: http: . ic-j.or
The White House. President Delivers State of the Union

1\ Cigarette Smuggling




36.
37.
38.
39.

40.

.41.

42,

43,

45.
46.

a47.

49,

50.

51.

52,

Address, George W. Bush. Washington, DC; 2002. URL:
http:/www.whitehouse gov/news/releases/2002/01/20020129-
1 t.html

Clarke K. Dilemma of a cigarette exporter. The Guardian. Febru-
ary 3, 2000. URL: hitpy/fwww.guardian.co uk/bat/arti-

{ 763.1 html
Waterfield M. Bolivia Market Visit. BAT. March 9, 18%4. Trip
Report. Guildford Depository. Access Date: September 17,
2001. Bates No. 500023486/500023487
Author unknown. Colombia Trip Notes, BAT. March 9, 1994,
Trip Reports. Guildford Depository. Access Date: September 17,
2001. Bates No. 503891624/503891641
Author unknown, Colombian Group Meeting Minutes. BAT.
Minutes. Guildford Depository. Access Date; September 17,
2001. Bates No. 503891678/503851681
Author unknown. Visit notes. CA Cigarrera Bigott Sucs. 30th
July - 1st August. BAT. Trip Report/Plan. Guildford Depository.
Access Date: September 14, 2001. Bates No.
500025397/500025399
(Young A. MDP Case Study. Cigarrera Bigott - Developments
since June 1991. BAT. January 10, 1992. Summary. Guildford
Depository. Access Date: September 14, 2001. Bates No.
500021134

Laux D. Letter to Mr. P.J.C. Hazel, BAT [Re:Management of Tran-
sit Cigarette Market.). C A. Cigarrera Bigott Sucs. August 26,
1991. Letter. Caracas, Venezuela, Guildford Depository. Access
Date: September 14, 2001, Bates No. 500021253/500021254
Bramley 8. Cigarrera Bigott. Marketing Presentation. BAT. July
29, 1892. Presentation. Guildford Depository. Access Date: Sep-
tember 39, 2001. Bates No. 301530455/301530531
Author unknown. Nobleza-Piccardo. Executive Summary. Visit
17th-21s5t May 1992. BAT. 1992. Report. Guildford Depository.
Access Date: September 14, 2001. Bates No.
500020572/500020581

Previati L. Memo to R Brentall Subject: Special Codes - $t.
Maarten. January 27, 1992. Memorandum. Buildford Deposi-
tory. Access Date: September 11, 2001. Bates No. 301566944
Ount K. Nobleza-Piccardo - Revised Business Strategy. BAT.
Strategic/Business Plan. Guildford Depository. Access Date: Sep-
tember 17, 2007, Bates No. 503803269/503803274
Wong W, Letter to W, Knable Re: DNP Product Code. C.A. Cig-
arrera Bigott, Sucs. June 29, 1994. Letter. Caracas, Venezuela.
Guildford Depository. Access Date: September 19. Bates No.
301645292
Author unknown. Draft. N.D.M. Meeting: November 21-22,
1994. Executive Summary. British-American Tobacco Company
Limited. 1994. Minutes. United Kingdom. Guildford Depository.
Access Date: September 17, 2001. 8ates No.
500023270/500023275

Dunt K. Letter to Antonio Monteiro de Castro, Souza Cruz [Re:
Visit to Nobleza-Piccardo and DNP). British American Tobacco
Company Limited. January 25, 1993. Letter. United Kingdom.
Guitdiord Depository. Access Date: September 14, 2001. Bates
No. 500026159/500026160
Author unknown. Latin America RBU. Presentation to Mr. B.
Bramley 14/9/93. BAT. May 13. Presentation. Guildford Deposi-
tory. Access Date: September 21, 2001. Bates No.
500043357/500043382
Marrictt K. Memao to Keith Dunt Subject: Suriname. British-
American Tobacco Company Limited. October 15, 1993. Mem-
orandum with attached related correspondence. United
Kingdom. Guildford Depository. Access Date; September 18,
2001. Bates No. 500024144/500024150
Author unknown. K 5 Dunt NDM Visit Minute. 30 November

53.

54,

55.

56.

57.

58,

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

and 1 December {Secret). BAT. (1994). Minutes/Action Flan.
Guikdford Depository. Access Date: September 11, 2001, Bates
No. 503058047/503058049

Author unknown. Restricted. Extract from the Minutes of the
BATCo Executive Committee meeting held on 9th February
1995. BAT. 1995, Minutes. Guildiord Depository. Access Date:
September 11, 2001. Bates No. 503058231

Dunt K. Note to the BATCO Executive Committee. Latin Amer-
ica ‘New Domestic Markets'. BAT. February 4, 1994. Report.
Linited Kingdom. Guildford Depository. Access Date: September
11, 2001. Bates No. 503058299/503058302

(Pope N, NDM Plan Review Minutes, 10th October 1994, BAT.
October 25, 1994. Minutes. Guildford Depository. Access Date:
September 11, 2001. Bates No, 503058245/503058250

Dunt K. Letter to Antonio Monteire de Castro, Scuza Cruz SA
[Re: Several regional business matters, including DNP]. Cigar-
rera Bigott. December 1, 1994. United Kingdom. Guildford
Depository. Access Date: September 14, 2001. Bates No.
500042973/500042977

Holtand D. Territory: Bahamas. BAT. 1993, Trip Report. Guildford
Depository. Access Date: September 12, 2001. Bates No.
301587681/301587682

Dunt K. Letter to Andrew Gray and Dick Green [Re; Discussion
paper on South American Busingss]. Nobleza-Piccardo. Noven-
ber 30, 1993. Letter with attachment. Buenas Aires, Argenting,
Guildford Depository. Access Date: September 18. Bates No.
301742115/301742122

Matameros F. Memo to Mr. K. Dunt, Director, RBU West. Hem.
Subject: PMI - DP Belmont Colombia. BAT. February 12, 15693.
Memarandum. Guildford Depository. Access Date: September
17, 2001. Bates No. 503891746/503891747

Author unknown. Belmont in Ecuador. BAT. Presentation. Guild-
ford Depository. Access Date: September 12, 2001. Bates No.
301676401/301676403

Author unknown. [Draft] Panama: DNP Contingency Plan. BAT.
Draft Plan/Proposal. Guildford Depository. Access Date: Seplem-
ber 19, 2001. Bates No. 301645301/301645302

Rosales ). Letter to Mr. Chris Burton Re; Colon Puerto Libre.
Tabacalera Istmena, SA. April 18, 1994, Letter/Facsimile.
Panama. Guildford Depository. Access Date: September 19.
Bates No. 301645314/301645315

Author unknown. Action Plan [Re: Coton Free Port]. BAT. 1994.
Plan/tist. Guildford Depository. Access Date: September 19,
2001. Bates No. 3C01645321

Rosales J. Letter to Mr. Chris Burton Re: Colon Free Port. Taba-
calera Istmena, SA. January 17, 1994, Letter/Plan. Panama.
Guildford Depository. Access Date: September 19, Bates No.
301645329/301645333

Dunt K. Letter to Roy M Harms, Director, Remar Trading Co.
[Re: Letter of Introduction]. British-American Tobacce Company
Limited. January 30, 1992. Letter {with related letter atiached).
United Kingdom. Guildford Depositary. Access Date: September
14, 2001. Bates No. 500025819/500025820

Waterfield M. Secret. Proposal for the Development of Group
Business in Colombia. Bigott. February 12, 1992. Proposal with
attachments. Guildford Depository. Access Date: September 17,
2001. Bates Na. 503891646/503891650

Laux D. Letter 10 Mr. Keith Dunt, BAT Re: Venezuelan Export
Strategy. C.A. Cigarrera Bigott Sucs. March 24, 1992. Letier
with attachments. Caracas, Venezuela. Guildford Depository.
Access Date: September 14, 2001. Bates No.
500025780/500025792

Waterfield M. Memo to Andrew Suszynski, BAT Millbank Re;
Expont Pricing. Bigott. February 10, 1992. Memorandurn. Guild-

[§ Profits Over People




69,

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

B1.

82,

83,

ford Depository. Access Date: September 17, 2001, Bates No.
503891706/503891708

Waterfield M. Letter to K.5. Dunt, Esq., Territorial Director [Re:
Colombia and Bigott relationship with Scuza Cruz]. Bigott. Feb-
ruary 13, 1992. Letter. Caracas, Venezuela. Guildford Ceposi-

“tory. Access Date: September 17, 2001. Bates No.

503891721/503891722

Dunt K. Note to Mr. 1.C.L. Milne RE: Group Chairman's Com-
ments - April Report. BAT. lune 3, 1992. Report. Guildford
Depository. Access Date: September 21, 2001. Bates No.
301675009/301675010

Etchells D. Notes to Mr, K Dunt Subject; Project CP - Status
Report. Strategy Paper and Qutling Action Plan, Bristish Ameri-
can Tobacco Company Limited. May 12, 1992, Memorandum.
United Kingdom, Guildford Depostory. Access Date: September
14, 2001. Bates No. 500025852/500025858

Hazel P. Secret. Note for Mr. B D Bramley Re: Astor. BAT. Janu-
ary 15, 1991 Letter. United Kingdom. Guildford Depositary.
Access Date: September 14, 2001, Bates No.
500021402/500021403

Laux D. Letter to Mr. PJ.C. Hazel, BAT Re: Company Plan
1992/1556 (DNFP Position Paper). C.A. Cigarrera Bigott Sucs.
April 21, 1991. Letter with attachments. Caracas, Venezuela.
Guildford Depository. Access Date: September 14, 2001. Bates
No, 500021213/500021217

Author unknown. Note for the Tobacco Executive Committee.
Venezuela: Cigarrera Bigott Company Plan 1992-1996. Novem-
ber 8, 1921, PlanvSummary. Guildford Depositary. Access Date:
September 14, 2001. Bates No. 500021224/500021227

Dunt K. Note to Mr. Barry Bramley RE: Latin America Business
Review. Empresas CCT. May 22, 1992. Memorandum. Santiago,
Chile. Guildford Depository. Access Date: September 14, 2001.
Bates No. 500025705/500025706

Laux D. Letter to Mr. Keith Dunt, BAT Staines [Re: Notes on
Meeting of Executives]. C.A. Cigarrera Bigott Sucs. August 4,
1992. Letter with attachment. Caracas, Venezuela. Guildford
Depository. Access Date: September 14, 2001. Bates No.
500025412/500025415

Dunt K. Letter to Mr. D. O. Laux, Cigarrera Bigott Sucs,,
Venezuela [Re: Guidelines Marketing Plan}. British American
Tobacco Company Limited. June 1, 1992, Letter with attach-
ment. United Kingdom. Guildford Depository. Access Date; Sep-
tember 21, 2001. Bates No. 301675037/301675041

Laux D. Letter to Mr. Keith Dunt, BAT Staines Re: Venezuelan
Export Strategy. C.A. Cigarrera Bigott Sucs. April 21, 1992, Let-
ter. Caracas, Venezuela. Guildford Depository. Access Date: Sep-
tember 14, 2001, Bates No. 500025871/500025873

Hazel P. Letter to D. Laux, CA Cigarrera Bigott {Re: Objectives
for Bigott]. British-American Tobacco Company Limited. June
28, 1991, Letter. United Kingdom. Guildford Depository. Access
Date: September 14, 2001. Bates No. 500021316

Waterfield M. Memo to Delcic O. Laux Re: Project Lean. BAT.
April 8, 1992. Memorandum. Guildford Depository. Access
Date: September 14, 2001. Bates No. 500025888/500025889
Bingham P. Facsimile to K Dunt, c/o F. Taylor Tobacalera Ist-
mena, Panama [Re; Venezuela Report]. Bristish American
Tobacce Company Limited. January 14, 1992.
Memorandum/Report. United Kingdom. Guildford Depositary.
Access Date: September 21, 2001, Bates No.
500058782/500058787

Author unknown. Analysis of Competitive Performance. BAT.
1991. Report. Guildford Depository. Access Date: September
18, 2001, Bates No. 304054308/304054314

Dunt K. Note to Mr. Barry Bramley RE: Latin America Business

85.

86.

87.

88,

8s.

90.

M.

92,

93.

94.

95.

96.

97.

98.

Review (1), Empresas CCT. May 22, 1992. Memorandum. Santi-
ago, Chile. Guildford Depository. Access Date: September 12,
2001. Bates No. 503860168/503860169

Lord T. Memo to KS Dunt, C Burton Ref: Guideline Meeting.
Bigott. August 10, 1994, Memorandum. Venezuela. Guildford
Depository. Access Date: September 21, 2001. Bates No.
301697207

Dunt K. Letter to Mr. K. Marrictt, Souza Cruz {Re: Volume for
Posadas branch of Nobleza-Piccardo). British-American Tobacco
Company Limited. July 14, 1992. Letter with attachments
{other correspondence). United Kingdom. Guildford Depository.
Access Date: Septernber 17, 2001. Bates No.
503803415/503803422

Nobleza-Piccarde. Plan 1994/1998. 1993. Strategic/Business
Plan. Argentina. Guildford Depository. Access Date: September
20, 2001. Bates No. 304537397/304537461

Author unknown. North-East Argentina. BAT. 1992. Marketing
Plan. Guildford Depository. Access Date: September 21, 2001.
Bates No. 503918336/503918347

lones R. Letter ta Mr. L Green, BAT (UK & Exports) Ltd. [Re:
Paraguay]. Npbelza-Piccardo. May 22, 1991. Letter by Facsimile,
Buenocs Aires, Argentina. Guildford Depository. Access Date:
September 12, 2001. Bates No. 301629715

Figueiredo C. Memo to Paul Hastrup, Nobleza-Piccardo [Re:
marketing plan for Paraguay). British-American Tobacco Com-
pany Limited. July 20, 1993. Facsimile cover sheet with attach-
ments. United Kingdem. Guildford Depository. Access Date:
Septemnber 12, 2001. Bates No. 301676786/301676796
Waterfield M. Memo to ). Rembiszewski Subject: Trip to
Paraguay. BAT. February 9, 1994. Trip Report, Guildford Deposi-
tory. Access Date: September 18, 2001. Bates Na,
301668252/301668259

Dunt K. Memao to Guilaerme Da Costa [Re: Paraguay]. British-
American Tobacco Company Limited. October 13, 1994, Letter.
United Kingdem. Guildford Depositary. Access Date: September
21, 2001. Bates No. 503918312/503918315

Monteiro de Castro A, Letter to UGV Herter, BAT Industries Pic
Re: DNP Brazil-Argentina. Souza Cruz. June 3, 1993. Letter with
attachments. Rio de Janeiro, Brazil. Guildford Depository.
Access Date: September 15, 2001 Bates No.
202214652/202214660

Grant E. Letter to Mr. K. Dunt, BAT [Re: DNP Market]. Npbleza-
Piccardo. June 15, 1992, Memaorandum with attachments
{other correspondence). Buenos Aires, Argentina. Guildford
Depository. Access Date: September 17, 2001, Bates No.
503803395/503803414

Andrade F. Letter to Mr. Keith Dunt [Re: Nobleza-Piccardo strat-
2gy on the DNP front], Souza Cruz. November 8, 1993. Letter.
Rio de Janeiro, Brazil. Guildford Depository. Access Date: Sep-
tember 21, 2001. Bates No. 500043028/500043032

Dunt K. Note to Mr. BD Bramley RE: Proposed Visit to Souza
Cruz. BAT. July 28, 1992, Letter. Guildford Depository. Access
Date: September 21, 2001. Bates No., 301674771

Andrade F. Memo to Keith Dunt [Re: Pampa Project]. Souza
Cruz. Noverber 30, 1992. Memo via Facsimile with several
attachments. Rio de Janeiro, Brazil. Guildford Depository.
Access Date: September 14, 2001, Bates No.
503918366/503918430

Dunt K. Schedule (Refers to trip notes of 17th-20th May 1992).
BAT. July 23, 1992. Trip Repert/Plan of Action. Guildford Depos-
itory. Access Date: September 17, 2001. Bates No.
503803287/503803288

Cunt K. Letter to U Herter; AM de Castro; BD Bramley; RH Pil-
beam Re: DNP Brazil - Argentina, British American Tobacco

- V. Cigarette Smuggling . ||




99,

100.

101.

102,
. 103.
104.
105,

106,

107.

Company Limited. May 18, 1393. Memorandum. United King-
dom. Guildford Depository. Access Date: Septermber 14, 2001.
Bates No. 500043081/500043083

Author unknown. Pampa Project. Nobleza-Piccardo. December
28, 1992. Summary/Proposal. Buencs Aires, Argentina. Guild-
fard Depaository. Access Date: September 21. Bates No.
503918355/503918356

Grant E. Memo to K.S. Dunt Re: DNP BAT, December 21, 1992.

Letter. Guildford Depository. Access Date: September 21. Bates
No. 503918358/503918359

Jones R. Letter to Mr. K. Dunt, BAT [Re: DNP ex-Brazil entering
Argentina]. Nobleza-Piccardo, January 29, 1992. Memorandum
with attachments. Buenos Aires, Argentina. Guildford Deposi-
tory. Access Date: September 14, 2001. Bates No.
500020670/500020673

Marriott K. Memo to "Circulation” Subject: Guyana Trip Notes
23/25.9.93. British-American Tobacco Company Limited. Octo-
ber 1, 1993. Trip Report. United Kingdom. Guildford Deposi-
tory. Access Date: September 18, 2001. Bates No.
500024080/500024086

Author unknown. Project Paraguay. BAT. 1992, Marketing Plan.

Guildford Depository. Access Date: September 12, 2001. Bates
No. 301567548/301567552

BATCo Marketing Intelligence Department. Review of the Latin
America Cigarette Market. BAT. August, 1994, Report/Tables.
Guildford Depository. Access Date: September 11, 2001. Bates
No. 500225540/500225556

Barton H. Memo to Mr. A, Monteiro de Castro Subject: Plan
Previews, BAT Industries. November 10, 1993. Inter-Office
Memo. United Kingdom. Guildford Depository. Access Date:
September 19, 2C01. Bates No. 201803732/201803736
Souza Cruz. Scuza Cruz Preview 1994/1998. Business Plan.
Guildford Depository, Access Date: September 19, 2001. Bates
Nec. 201803761/201803794

Souza Cruz. Learning frem Price Wars. The Brazilian Experience.

Souza Cruz. {1992). Report. Guildford Depasitory. Access Date:
September 19, 2001. Bates No. 500058649/500058661

108.

109.

110.

111.

112,

113.

114.

115.

116.

Figueiredo C. Memo to R Matamoros [Re: JPS launches in Latin
Americal. BAT (UK & Export) Limited. August 6, 1992. Memo-
randum with Marketing Brief Attachment. United Kingdom.
Guildford Depository. Access Cate: September 12. Bates No.
301567495/301567500

Becher V. Projects Rose/Marble. Minutes of Meeting Held
9/7/92. BAT. July 17, 1992, Minutes. Guildford Depository.
Access Date: September 12, 2001. Bates No.
301567562/301567564

Author unknown. Restricted. Marketing Brief - Project Knot-
grass [and Project Ajax]. BAT. 1992. Marketing Plan summary.
Guildford Depository. Access Date: September 12, 2001. Bates
No. 301521219/301591224

Authar unknown. Restricted. Marketing Brief - Project Marble.
BAT. 1992. Marketing Plan summary. Guildford Depository.
Access Date: September 12, 2001. Bates No.
301591263/301591265

Becher V. Project Marble/Project Rose. BAT. April 29, 1992. Mar-
keting Project Summary. Guildford Depository. Access Date:
September 12, 2001. Bates No. 301636577/301636581

Dunt K. Letter to Mr. T Whitehair, Brown & Williamson Re:
Meeting in Bogota - June 10th/11th. British-American Tobacco
Company Limited. June 16, 1992 Trip report/notes. United
Kingdom. Guildford Depository. Access Date; September 21,
2001. Bates No. 301675002

Author unknown. DNP Distribution. Colombia. BAT. Table/draw-
ing. Guildford Depository. Access Date: September 17, 2001.
Bates No. 503891731

Author unknown. Country Competitive Report. Country:
Colombia. BAT. 1994, Report/Tables. Guildford Depository.
Access Date: September 21, 2001. Bates No.
500151874/500151856

Jha P, Chaloupka F, eds. Curbing the Epidemic: Governments
and the Economics of Tobacco Control: The World Bank; 1399.
URL: hitp/wwwi.worldbank.org/tobacco/reports.asp

[l - Profits Over People .+ :




I

. g

P

oo
.
.

' 4# »"'\

. 9, o
;\..w 5375 @1,

» \i e
Q ‘h,"a{“f:"h‘" g "-A ;‘éﬁ 6;4“‘1 {qj .‘ din.
. *, % ! k4 .ww{,

‘hn‘

mt 5' e

"*”"’f“”%*“.

T

A

»

&y M'nlm sy




he documents discussed in this fépor‘t afford insights into tobacco industry

‘ ‘strategi.e's for the [._,atin Amer’ica. anq Carib_beahf.(l.AC) region. A picture

‘fen"liergezs of_a financially and [.;JO_I'

icélly\influential industry whose consistent

e publlc health ,ollcy measure_ are ofte ‘ met w:th success. The:

report conflrms and augments what is a!ready known about the tobacco industry’s

' strategles to resist preventlve efforts that mlght reduce the devastatmg impact of

. tobacco use in the' region.

This report emphasizes and substantiates the concept
that tobacco-related morbidity and mortaliry is as much a
political problem as a health question and, as such, needs
to be approached from a multi-disciplinary, multi-sector-
ial perspective. For example, alleged industry involve-
ment in the illegal trade of cigarettes across international
borders needs to be addressed by policymakers and gov-
ernment officials in the finance, economy, customs and
revenue departments of all interested countries. Aware-
ness and understanding of the tobacco industry’s modus
operandi can assist in the development of more effective
tobacco control measures.

British-American Tobacco and Philip Morris Interna-
tional are the main multinationals operating in the
region, and their internal documents are the focus of this
report. These documents confirm that, while fighting to
control the lion’s share of a growing market, the compa-
nies are also capable of working rogerher in the face of
any industry-wide threat posed by governmental, regula-
toty measures. Examples abound of joint lobbying efforts
in several countries to defeat raxation measures and mar-
keting restrictions. Both companies worked to success-
fully obtain a presidential veto of Argentina’s
comprehensive tobacco control law, the Neri Bill. The
companies jointly developed media seminars to influence
the region's journalists who had begun reporting the
growing evidence of the harmful effects of tobacco use.
The companies also jointly created partnerships with
advertising associations and other businesses, hoping to
halt the advance of marketing restrictions by playing on
a shared interest in the commercial freedom of speech
argument and by falsely portraying restricrions as portents
of economic doom.

More importantly, BAT and PMI collaborated to mislead
the media and the public about the real risks associated
with smoking and exposure to secondhand smoke.
Through the Latin American version of its worldwide
“accommodation” strategy and “ETS Consultants Pro-
gram”, the tobacco industry tried to blind the public, the
media and policymakers to those strategies that could
effectively reduce exposure to secondhand smoke. The
industry is keenly aware that higher taxes, the enactment
of clean indoor air measures and the decline in the social
acceprability of smoking pose rhe greatest threats to its
continued viability. BAT and PMI used every trick in the
book—or the carton—to ensure that people in the LAC
region continued to be exposed to the toxic pollurants in
cigarette smoke. Knowledge of industry strategies, front
groups, allies and consultants is an important first step in
the development of effective public health initiatives,
policies and countermeasures.

Although the industry denies that it promotes cigarettes
to minors, there is ample evidence that young people and
“starters” are the industry’s main target. Sponsorship of
activities that clearly appeal to the young, including
music and sporting events, is integral to the industry’s
business strategy. On the one hand, the industry artempts
to lure the young through its marketing and promotional
strategies, while on the other it promotes the adoption of
ineffective voluntary marketing codes that only pretend
to act as barriers to youth smoking. The documents
reviewed here confirm thar these codes are public rela-
tions strategies designed to stop governments from taking
serious measures to restrict advertising to youth. Industry
programs also promote the cynical image of a seemingly
responsible, socially-conscious corporate citizen. A
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relared scrategy is the promotion of industry-sponsored
youth prevention programs like “Yo Tengo PO.D.ER.”
(['ve Got the Power), from Philip Morris. Despite their
ineffectiveness in keeping young people away from smok-
ing, these programs are widespread in the LAC region,
often endorsed by governmental authorities. Overall, the
industry has had apparent success in opposing serious
marketing restrictions. With the notable exception of
Brazil and, to a lesser extent, Venezuela, there has been
little legislative or regulatory progress in the region that
would seriously restrict tobacco industty promotion.

The documents reviewed for this report also confirm ear-
lier studies describing industry invalvement in the illegal
transit of cigarettes. While contraband takes away tax
.revenue from the government, it also stimulates demand
and increases industry profits. In fact, participation in the
illegal market is such an integral part of industry practice
that it is prominently featured in strategic operating and
marketing plans, as well as in company business repotts.
While taking full advantage of the market in smuggled
cigarettes, the industry presents a fagade of wanting to

collaborate with governments in crackdowns on rampant
smuggling in the region. The documents make clear that
participation in the illegal market is not the result of ini-
tiatives by some rogue employee but, rather, is condoned
by executives at the highest regional levels and at corpo-
rate headquarters. In possession of such information, pol-
icymakers can betrer question industry motives when
tobacco companies claim they want to participate in the
debare about the contraband problem.

The most important message that the documents convey
is the importance of government acticn to protect public
health in the face of the tobacco industry’s retentless push
for profits at almost any cost. Measures recommended by
WHC, PAHO and the World Bank to reduce robacco
use, such as legislated prohibitions on tobacco promo-
tion, tax increases, and the creation of 100% smoke-free
environments, should be implemented as quickly as pos-
sible. Whatever tobacco companies express in public, the
documents show the industrys acute awareness of the
effectiveness of these measures in reducing tobacco use.

.The audience for this report should not be limited to health care professionals and tobacco con-

trol advocates in the LAC region. Given the broad impact of the industry’s actions throughout

every society, government officials and policy makers in a wide variety of sectors must be made

aware of industry strategies. Tobacco-related morbidity and mortality cut a broad, terrible swath

across all regions and social classes. To reduce the disease burden imposed by tobacco use, gov-

ernments will have to be multi-dimensional in their strategies and responses. The tobacco indus-

try's actions are pervasive and persistently deceptive. It is imperative that tobacco control debate

and policy be guided by keen knowledge of the industry’s deceptive plans and practices. Knowl-

edge is power and it requires great strength to fight back against an industry using financial mus-

cle and dishonest strategies to market addictive products.
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APPENDIX 1

Partial List of Acronyms and Names Mentioned

Acronyms and Abbreviations

ATL Abave the line (Marketing/Advertising term)
BAT British American Tobacco
BATCo PA. BAT Public Affairs
BATUKE BAT (U.K. & Export)
BTL Below the line (Marketing/Advertising term)
CEC Chief Executive’s Committee
C&B Covington & Burling Law Firm
CCsC Companhia de Cigarros Souza Cruz
CFP Colon Free Port
CPL Colon Puerto Libre
cPT Consumer Preduct Testing
DNP Duty Not Paid
0P Duly Paid
DTC Direct to Consumer
FF Full Flavor
f.m.cg. fast moving consumer goods
Gcs General Consumer Studies
GEX General Export
GM General Managers
ar General Trade [=Duty Not Paid]
HORECA Hotel, Restaurant, Café
iTL imperial Tobacco Limited
I.EF. International Full Flavor
1C Jockey Clut [Nobleza-Piccarde brand]
lQC lockey Club
LAFTTF Latin American “Free Trade Task Force”
LASU Latin America Sales Unit
M-P Massalin Particutares
NDM New Domestic Market
N E.A. North-East Argentina
NMA National Manufacturers Association
N-P Nobleza-Piccardo
Op Co’s Operating Companies
PARG Public Affairs Resource Group
PM Philip Marris
PMI Philip Marris International
PO.P. Point of Purchase
PQ.S. Point of Sales
PGSM Foint-of-Sale Marketing
PSM Product Space Mapping
RBU Regional Business Unit
RYQ Rall Your Qwn
S/E Socic-Economic
SOM/SOTM Share of the Market
STM Simulated Test Market
SWOT Strengths, Weaknesses, Opportunities and Threats
TDC Tobacco Documentation Center
TISA Tabacalera Istmefia, Scciedad Anonima (Panama)
TMD Trademark Diversification
UKIB United Kingdom International Brand
UsIB United States International Brand
VFM Value for Money
WITCO West Indies Tobacco Company

YAS Young Adult Smckers

YAU Young Adult Urban

YAUS Young Adult Urban Smckers
BAT Names™*

Cairo Amador
Antonio Americo

Public Affairs Manager, Nicaragua
Souza Cruz, Brazil (VP in 1992)

D P Allvey BAT
Ernesto Antich (Mas) Corporate Affairs Director, Bigott, Venezueld
David Bacon BATCo
H C [Hilary] Barton BAT
Patricio Bellclio  Smoking Issues and Chiletabacos Public Affairs Man-
ager, Chile

B [Barry] D Bramley BATCo retired in 1995, was vice-chairman in 1992
Milten Cabral Souza Cruz, Brazil (Finance Director, 1992)
Francis Carlow Tabacalera Nacional,
Guaternala

Public Affairs Manager, Nobleza-Piccardo
Corporate Affairs Director, Nobleza-Piccardo
Marketing, BATCa

Chris Burton Marketing, BATCo
M F [Martin] Broughton Chairman, BAT
Roberto Freire Castro  General Manager, Republic Tobacco Company,
Costa Rica

Souza Cruz, Brazil (Marketing Director in 1992)
Souza Cruz, Brazil

Public Affairs Manager, WITCO, Trinidad

BAT Colombia

Horacio D'Angelo
Jorge Basso Dastugue
P.M. Bingharm

Flavio de Andrade
Jorge de Barros Franco
Dennise Demming
Olivia Diazgranados

Nelson Diz Souza Cruz, Brazil (Legal Advisor, 1992)
Keith S. Dunt Regional manager for Latin America
D. Etchells BATCao
Claudio Figueiredo BAT

Maria Mercedes Garcia  Coordinator of Communications and Public

Relations, Bigott, Venezuela
Ed Grant Nobleza-Piccardo
Andrew Gray Souza Cruz - Experts Manager
J.L. Green BAT (U.K. & Export}
I.G. [lain] Hacking BAT - Millbank
U G V Herter Chief of tobacco operations, BAT HQ
E. W. Jones

W. Knable

Luis Manuel Llano
Guillermo Lopez
Raul Matamoros
Antonio Monteiro de Castro

Bigott, Venezuela

Government Relations Manager, Honduras
El Salvador

Souza Cruz, Brazil

{president in 1992; later, BATC o, UK)
El Salvador

Souza Cruz, Brazil

Bigott Foundation Managing Director,

Juam Jose Herrera Moran
Walter Nori
Antonio Lopez Ortega

Venezuela
Edgar Cordero Ortiz Corporate Affairs Director, Republic Tobacco Com-
pany, Costa Rica

Vibert Q Patrick Finance Directer, Guyana
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R H Pilbeam BATCo
Chris Proctor BATCo
Charles R. Quintin General manager, Guyana
1 Rembiszewski BATCo
Eugenio Rengifo  Corporate Public Affairs Managers, Empresas CCT,

Chile
O C Rentem General Manager, BAT Suriname
Jaime Rosales Panama

Cr. Amilcar Santamaria
Otlando Schoenstedt
Barry Selby

A G Stoute

Andrew Suszynski
Peter Taylor Panama, also El Salvador, Cigarreria Morazan
C H Thorpe Marketing Manager, BAT Barbados
Hugh Tweed General Manager, Tabacalera Nicaraguense, Nicaragua

Public Affairs Manager, Honduras
Public Affairs Manager, Guaternala
Tabacalera Hondurena, Honduras
General Manager, BAT Barbados
BAT Millbank

David Vega Public Affairs & Security Manager, El Salvador
Manuel Villamayor Guatemala
Audley Lawson Walker Managing Director, Trinidad
Mark Waterfield BATCc
William Wong Cigarrera Bigott - NDM-S.A.
Mauricio Wurmser Guatemnala

Llewellyn A Yarde Sales Manager, Guyana
PM and PMI Names*

Gilberto Barrantes

Gecffrey Bible

Etizabeth Butson

A. Buzzi

Richard Carchman

Luis Carranza

Clodoaldo Celentanc

Elizabeth Cho

D. Dangoor

D. Dennis

PM Costa Rica

Former Chairman & Chief Executive Cfficer
Vice-President, Philip Morris, USA

EEC Office, later President of PM! Inc.
Group Director, Scientific Affairs

PM El Salvador

PM Brasil

Coordinator, Communications, PMI
Executive Vice President, PMI

Manager, Communications, PMI

(LR R Profits Over People

fini de Otero Directora, Asuntos Corporativos, CA Tabacalera Nacional
{Venezuela)

Cathy Ellis Chief scientist
Marg Firestone Senior Vice President & General Counsel, PMI
P. Gambaccini Corporate Affairs, Latin America

H. Ganteaume
Marc Goldberg
Aurora Gonzalez
lan Goodheart
Leslie Greher Manager, Marketing Services, PMI
Horacio Hughes PM Uruguay
Diane KeaneCurrent Senior Vice President and General Counsel, Philip
Morris U.S.A.; former general counsel, PM|
Ted Lattanzio Farmer Director of Regulatory Affairs
Cathy Leiber Vice president, Corporate Affairs, Latin America Region

Director for Latin America, PMI Operations
President for Latin America
Corporate Affairs manager, Latin America

Alice Liu Director, Market Research, PMI
Ara Maria Molina PM Ecuador
Robert Munson PM Panama

Anne Okoniewski
Gerardo Ortega
Steve Parrish

Coordinator, Research Analysis, PMI
PM Guatemala
Senior Vice President

Claire Purcell Philip Morris Management Corporation
Cesar Rodriguez Corporate Affairs Director, later Vice-President, Latin
America, PM|

Peter Scherer  President, Latin America, later President, Philip Morris
Brasil

Armande Solbavarro PM Ecuador
Camilo Suero PM Beminican Republic
Salvador Viesca PM Mexico
lorge Vives Executive Vice President, Massalin Particulares
Matt Winokur Directcr, Worldwide Requlatory Affairs

Jorge Zablah PM El Salvador

* some of the positions may have changed throughout the period
covered in this report and may no longer be current



APPENDIX 2

BAT and PM Market Share and Leading Brands in Latin America and the Caribbean

BAT

In 1893 BAT group sales represented almast 46% of total sales in the
Latin American regicn.

Company Domestic Mkt %
Souza Cruz {Brazil} 79.6%
Nobleza Piccardo (Argentina) 44.3%
C.A Bigott {Venezuela} 73.5%
Chiletabacos 97.6%
Tab. Hondurena 100.0%

RBU Exports -
Brown & Williamson -

Republic Tab. Costa Rica 69.5%
Tab. Nicaraguense 98.0%
Cig. Morazan. El Salvador 71.6%
West Indian Tobacco Co. 100.0%
Tab Nacional Guatemala 37.1%
Tab Istmena Panama 66.0%
BAT Suriname 92.9%
€.C. Jamacia [sic] 28.2%
Demerara Tob. Guyana 100.0%
BAT Barbados 99.0%
PM

In 1993 Philip Morris subsidiaries’ and associated companies’ ciga-
rette sales represented almost 25% of the total sales in the region.
In terms of profit, the Latin American region was Philip Morris’
fastest growing region,

Company Domestic Mkt %
PM Brazil 16.6%
Cigatam, Mexico 45.0%
M.P. Argentina [Massalin Particulares) 55.7%
Catana. Venezuela 26.5%
Leon Jimenes D. Republic 77.4%
Tab, Andina. Ecuador 83.0%
Tabacalera CA.[Centroamericana SA] Guatemala 62.9%
Tabacalera [Costarricense]- Costa Rica 305%
Tabacalera El Salvador [SA] [TASASA] 28.4%
Abal Hermanos. Uruguay 25.4%
Tabacalera. Panama 33.3%
Bolivia -licence 21.4%
Chile - licence {10 Manufacturas Facil] 2.5%

Leading Brands In Latin America, 1991-1993

Brand

Marlboro
Belmont
Derby
Hollywood
Plaza

Free
Raleigh
Ritz

9 Carlton

10 L&M

11 Viceroy

12 Jockey Club
12 Consul

14 Mustang
15 Montana
16 Fiesta

17 Royal

18 Delicados
19 Astor

20 Lark

21 Dallas

22 Lle Mans
23 Hiltgn

24 Benson & Hedges
25 President
26 Faros

27 Winston
28 Delta

29 Palace

30 Pall Mall
31 43/70

32 life

33 Alas

34 Continental
35 Lucky Strike

O~ W =

Manufacturer

PM
BAT/PM
BAT/PM/Bol
BAT

BAT

BAT

ta Mod
BAT

BAT

PM

BAT/La Mod
BAT

BAT

FM

La Mod/BAT
PM/BAT/La Mad
BAT/PM
CIGATAM
PM

PM

PM

PM
BAT/PM
PM/BAT
PM
CIGATAM
RIR

BAT

PM

BAT

BAT

BAT
CIGATAM
BAT

BAT

i Tables adapted from BATCo Marketing Intelligence Department.
Review of the Latin America Cigarette Market. BAT. August, 1994.
Report/Tables. Guildford Depository. Access Date: September 11,

2001. Bates No. 500225540/500225556
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