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- Newport is the primary growth brand among Blacks (11%), having doubled in share since
1980, The brand is especially strong among 18-24 year old (36X) and 2534 year old
(13%) Blacks, but has virtually no presence amng Blacks age 35 and over (ZX).
Two—thirds of Newport's total share growth since 1980 has been attributable to growth
among Blacks,

¢ The Virile segrent, although declining, is the second largest segment among Blacks (19%).
WINSTON (10%), the largest Virile brand, has been declining, while CAMEL (2X) and Marlboro
(5%) have been trending flat. Marlboro, however, has experienced a short temm increase
amng 18-24 year old Black males (11%).

e The Stylish segment's growth among Blacks (17%) was primarily driven by BSH's growth,
two—thirds of which was in its menthol styles.

Purchase Pattem Findings

e Seventy-six percent of cigarette purchases made by Blacks are by the pack, more than for
any other demgraphic group.

o Service stations are the leading retail outlet among Blacks (22X) having surpassed
supermarkets (17%) in 1983, Convenience stores (13%) and small groceries (15%) are also

growing outlets.

o Nearly one~fourth of all vending purchasers are Black. As a result, vending volume among
Blacks is nearly double that of smokers in general (9% vs 5%).

IMPLICATIONS

o In order to ensure its future strength ammg Blacks, RJR needs to bolster its position
among younger adult (18-24) Blacks. This group was the key to Kool's growth in the early
1960's and is now the key to Newport's growth,

- Since younger adult Blacks overvhelmingly prefer menthol cigarettes, contimued emphasis
on SALM within the Black market is recommended. SALEM is already positioned against
younger adults. With emphasis on the younger adult Black market, SALEM may be able to
provide an altemative to Newport and capitalize on Kool's decline.

- RIR should also continue Black market support behind menthol styles of its other brands,
particularly its Stylish segment brands, MRE and STERLING,

¢ RJR needs to mintain its leadership position among Blacks 35 and over, Continuing
support of SALEM and WINSTON, the company's largest brands within this demographic group,
1s needed to meet this goal.

oAswiththegeneralmﬂcet,RletmldplaeeemMsismpackpnmtimstomachBladts,
who purchase three—fourths of their cigarettes by the pack.

 Promotions aimed at reaching Blacks would be most effective in service stations and
convenience stores, the same outlets that are growing among smokers in general, In
addition, vending programs on SALFM and menthol styles of other brands would be
particularly effective in reaching Blacks, who are nearly twice as likely to make vending
purchases as smokers in general.
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ANALYSIS OF BLACK SMOKERS

BACKGROUND

About 27 million Blacks live in the U.S. comprising 12% of the total
population and 10X of adults age 18 and over. Blacks have a younger age
profile than the general population (25 versus 31) and a higher fertil-
ity rate. Their growing population (expected to reach 15% within 35
years) and slightly higher smoking incidence than the general population
(32% vs. 31%) makes them an important target group.

OVERALL COMPANY PERFORMANCE

o RJR has average development and continued to dominate the Black smoker
market with one-third of the total. SALEM is the company's largest
brand (16%) followed by WINSTON (10%). The company's strength is
among older adults, with 67% of its Black franchise age 35 and over.
Eleven percent of RJR's total smokers are Black.

e B&W is overdeveloped among Blacks, with a 26% share, but is declining
because of Kool's losses. The company's decline was most dramatic
among 18-24 year old Blacks, from 36% to 22% in three years. Never-
theless, Blacks have continued to comprise one-fourth of, the company's
total smoker franchise.

e Philip Morris is underdeveloped, but is growing (20%) because of B&H's
growth among Blacks age 25-49., Philip Morris also exhibited vitality
among 18-24 year old Blacks due to Marlboro's growth among the males.
However, the company's Black franchise makes up only 6% of its total
smokers.

e Lorillard is overdeveloped and growing (14X) solely because of
Newport's strength among 18-34 year old Blacks. Sixteen percent of
the company's franchise is Black and more than three-fourths of its
Black franchise is age 18-34, indicating a strong dependence on Blacks
for future growth.

e American (7X) and L&M (1%) are underdeveloped, trending flat and have
little presence among Blacks. About 90% of both companies' Black
franchises are 35 and over.
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111. CATEGORY PERFORMANCE

Black smokers have an overwhelming preference for menthol filter ciga-

rettes (657). Within all demographic groups, Blacks are much more
likely to smoke menthol styles than the general smoking population.

Blacks' menthol preference is most pronounced among females (712),

younger adults (89%), and established adults (83%). Blacks age 50 and
over, however, prefer non-menthol (46%) over menthol styles (372) and
also smoke non-filter styles (16%) more than smokers in general (122).

Menthol Share of Smokers Within Demographic Group

Blacks All Smokers
Total 64.8 30.0
Males 58.8 24,3
Females 71.1 36.0
18-24 88.9 34.8
25-34 83.3 36.1
35-49 56.0 27.5
50+ 37.2 24.1

1V. SEGMENT PERFORMANCE

Coolness, Virile and Stylish brands account for 86X of all Black
smokers. :

A. Coolness Segment

The Coolness segment is highly developed and is by far the largest
segment, accounting for half of all Black smokers. Both Black males
and females equally prefer Coolness brands. Coolness segment
strength i1s most pronounced among younger (722) and established
(66%) adult Blacks.

1. Brand Performance - Coolness Segment

Three Coolness Segment brands -- Kool, SALEM, and Newport --
account for 49X of the total Black smoker market. All three
brands are overdeveloped among Blacks.

- Kool remained the leading brand among Black smokers; however,
its share has dropped from 27% to 22X in three years. Key
losses during this time period were among younger adult
Blacks, from 35% to 22%. The brand's greatest share is among
25-34 year old Blacks (33Y), particularly males within this
group (42%); however, the trend is declining. Thirty-six
percent of Kool's franchise is Black.

-2- 50125 4827
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Brand Performance - Coolness Segment (Cont'd.)

-~ SALEM remained the second largest brand among Black smokers

(16X). Among 1B-24 year old Blacks, SALEM declined three
points to 14X in 1983 because of losses among Black females.
Among 25-34 year old Blacks, SALEM achieved a short term gain
of 3 share points (to 19%) because of increases among females
wvithin this group. SALEM's franchise is 18X Black.

Newport is the primary growth brand among Blacks and has
surpassed WINSTON to become the third largest brand among
Black smokers (11%). Two-thirds of Newport's total share
growth since 1980 is attributable to growth among Blacks.
Newport now leads all brands among younger adult Blacks due to
its growth from 19% to 36X since 1980, The brand is equally
strong among males and females within this smoker group.

Among 25-34 year old Blacks, Newport grew from 5% to 13X since
1980. Newport's franchise is 43X Black: 39X are ages 18-34
and only 4X are 35 and over.
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2. Company Performance - Coolness Segment

e Among Black smokers in total, B&W holds the leading position
within the Coolness segment; however, its position has

weakened due to Kool's decline over the last few years. B&W
has also been threatened by Newport's growth.

Coolness Segment Brand Shares
Among Total Black Smokers

1980 1981 1982 1983
3

3 3 3
SALEM 16.7 17.5 15.6 15.9
BRIGHT - - - o3
Total RJR 16.7 17.5 15.6 16.2
Lorillard (Newport) 5.8 7.4 9.0 11.3
Kool 26.7 25.7 24,0 22,1
Belair .8 o6 o7 N )
Total B&W 27.5 26.3 24,7 22,7

RJR vs. Lorillard |+10.9] +10.1 +6.6 [+%.9|
R-JR VS. B&w |-10'8' -808 -9ul |-605'

Lorillard vs. B&W  |=21.7| ~-18.9  -15.7 |-I1.4|
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2.

Company Performance - Coolness Segment (Cont'd.)

o Lorillard has become the leading company among 18-24 year old
Black smokers because Newport's share has doubled within the
last three years, while Kool's share has declined by
one-third. Newport's growth, in conjunction with SALEM's
decline, has resulted in a wider gap between RJR and
Lorillard.

Coolness Segment Shares
Among 18-24 Year 01d Black Smokers

1980 1981 1982 1983

2 b 2 3
SALEM 17.2 19.2 17.3 13.6
BRIGHT - - - .2
Total RJR 17.2 19.2 17.3 13.8
Lorillard 18.6 22.4 27.7 36.4
Kool 34.6 30.8 27.9 21.8
Belair 9 |2 02 -2
Total B&W 35.5 31.0 28.1 22,0
RJR vs. Lorillard I=1.4] -3.2  -10.4 |-22.6]
RJR vs. B&W |-18.3] -11.8  -10.8 |<8.21
Lorillard vs. B&W |=176.9] -8.6 -4 |F18.]
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2.

Company Performance - Coolness Segment (Cont'd.)

e B&W 15 still the leading company within the Coolness segment

among 25-34 year old Blacks, but its position is being
threatened by Lorillard as a result of Newport's growth.
RJR's performance has been stable and, in fact, recovered
from weak 1982 results on SALEM.

Coolness Segment Shares
Among 25-34 Year 014 Black Smokers

1980 1981 1982 1983

X 4 b4 %
SALEM 20.3 18.0 15.5 18.8
BRIGHT - - - 2
Total RJR 20-3 1800 15-5 1900
Lorillard 4.5 8.7 10.8 13.3
(Newport)
Kool 35.9 38.8 37.2 33.1
Belair .8 c8 15 6
Total B&W 36.7 39.6 37.7 33.7

RJR vs. Lorillard [+15.8]  +9.3 [+4.7]  +5.7

RJR vs. B&W -16.4  =21.6 |-22.2] |-1l4.7|
Lorillard vs. B8W  |=32.2| -30.9 -26.9 |=20.4]
—f- So
6 195



B. Stylish Segwent

The Stylish segment (172) s overdeveloped and 1s growing among

Blacks age 25 and over. The menthol styles are dominant among
Blacks.
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Brand Performance - Stylish Segmwent

BLH, Virginia Slims and MORE together account for 152 of the

Black smoker market. For each of these brands, menthol styles
account for roughly three-fourths of the share.

- B&H 1¢ overdeveloped among Blacks and its share has grown

three points since 1980 (to 10%). Two-thirds of this growth
is attributable to gains in menthol styles, primarily among
25-49 year old Blacks. Blacks account for 192 of BsH's

franchise, and they account for one-third of the brand's total
growth since 1980.

Virginia Slims has average development among Blacks and,
although flat overall at 3%, has exhibited slight growth in
the menthol styles., The brand is stronger among 18-34 year
olds. Blacks account for 101 of the brand's franchise.

MORE is overdeveloped among Blacks, but its share dropped to
2% in 1983 because of losses among 18-34 year olds. MORE is
strongest among 35-49 year olds (3%), mostly because of its
menthol styles; however, the trend is flat. Within all Black
age groups MORE 120's outperformed MORE Lights. Thirteen
percent of MORE's franchise is Black.
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2. Company Performance - Stylish Segment

o Among total Black smokers within all age groups, Philip Morris
is in the strongest position within the Stylish segment,
primarily as a result of B&H's gains.

Stylish Segment Shares
Among Total Black Smokers

1980 1981 1982 1983
4 X % X

RIJR (MORE) 2.1 2.1 3.2 2.4
B&H 6.8 7.7 8.8 9.9
Va Slims 2.6 3.1 3.3 2.8
Saratoga o4 o5 o5 o6
Players - - - o4
Tota]. PM 9-8 1103 1206 1307
Gap |=7.7| -9.2 -9.4 |-11.3|

e Among 18-24 year old Blacks, seventy percent of Philip
Morris' total share is attributable to its Stylish segment

brands.
Stylish Segment Shares
Among 18-24 Year 0ld Black Smokers
1980 1981 1982 1983
% Z X 3

RJR (MORE) 1.2 .8 2.3 .8
B&H 11.1 11.8 11.4 11.4
Va., Slims 4.5 4.2 4.2 3.5
Saratoga o2 A o2 o5
Players - - - 8
Total P. Morris 15.8 16.4 15.8 16.2
Cap -14.6 |-15.6| |-13.5) =15.4




Company Performance - Stylish Segment (Cont'd)

e Among 25-34 year old Black smokers, Philip Morris' lead
within the Stylish segment has grown as a result of gains for

B&H. RJR has been trending flat.

Stylish Segment Shares

Among 25-34 Year 01d Black Smokers

RJR (MORE)

B&H

Va. Slims
Saratoga
Players

Total P. Morris

Gap

1980 1981
4 X
2.2 1.5
7.3 7.3
2.6 4.4
04 -
10.3 11.7
[FE.1] -10.2

1982



C. Virile Segment

The Virile segment, although underdeveloped and declining, is the
second largest segment among Black smokers at 19%.

WINSTON
M-l boro

CAMEL (ox, WNF)

Comt

l.

2.

Brand Performance - Virile Segment

WINSTON and Marlboro together have a 14X share of Black smokers
wvith CAMEL contributing an additional 22,

- WINSTON is somewhat underdeveloped and declining, having sus-
tained its largest loss among 25-34 year old Blacks, from 112

to 5% since 1980.

- Marlboro, although severely underdeveloped and trending flat
overall, is rising among younger adult Blacks (6%) because of
its strength among males (111). Marlboro surpassed both SALEM
and B&H to become the third largest brand among 18-24 year old

Black males.

= CAMEL is underdeveloped and trending flat, Its strength among
Blacks is with smokers 50 and over who prefer the non-filter
style.
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Conpany Performance - Virile Segment

e Among total Blacks, RJR has remained the leading company
within the Virile segment. The company's strength within this
segment is attributable to Black smokers 35 and over.

Virile Segment Shares
Among Total Blacks Smokers

1980 1981 1982 1983
% X T T

WINSTON 12.3 9.6 10.4 9.9
CAMEL 2.1 2.3 1.7 1.9
Ex. NF -4 06 .5 06
Total RJR 14.4 11.9 12.1 11.8
PM (Marlboro) 4.7 4,7 3.9 4,5

-10- 50125 4831



Company Performance - Virile Segment (Cont'd)

o Although the Virile segment is not strong among younger adult
Blacks, Philip Morris has remained the leading company,
Growth in this segment has been solely attributable to
Marlboro.

Virile Segment Shares
Among 18-24 Year 01d Black Smokers

1980 1981 1982 1983

b4 4 b4 X
WINSTON 2.4 1.1 1.3 1.5
CAMEL .7 04 - 08
Ex- NF 05 02 - 07
Total RJR 3.1 1,5 1.3 2.3
Philip Morris 3.5 5.1 2.7 6.1
(Marlboro)
Gap =&l  -3.6 -1.4  |-3.8

¢ RJR has remained ahead of Philip Morris in the Virile segment
among 25-34 year old Blacks; however, RJR's lead has narrowed
due to losses on WINSTON.

Virile Segment Shares
Among 25-34 Year 01d Black Smokers

1980 1981 1982 1983

X )3 % X
WINSTON 10.5 6.2 6.9 5.2
CML 08 l.O - 03
Ex. NF 06 06 - ol
Total RJR 1103 702 609 5-5
Philip Morris 4,7 2.6 2.9 3.4
(Marlboro)
Gap [+6.6¢| +4.6 +4.0 |+2.11
~11- 50195



D.

Traditional Segment

The Traditional segment (6%) has average development because of the
segment's strength among Blacks 50 and over (153). The segment has
virtually no presence among Blacks 18-34(.2%). '

Moderation and Concerned Segments

The Moderation (6%) and Concerned (42) segments are severely under-

developed among Blacks and trending flat. Both segments have per-
formed better among Blacks 35 and over,

F. Savings Segment
Representation of the Savings segment (.1%) is virtually non-
exsistent among Blacks.
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PURCHASE PATTERNS

Blacks lead all demographic groups in their predisposition to pack
purchases, (76X vs. 41X for total smokers). This trend has been
increasing since 1981.

Among Blacks, service stations are highly developed and lead all
retail outlets in purchase volume (22%) as a result of a significant
short term gain in 1983. This ranking is a change fron earlier years
when supermakets were the leading outlet. Nineteen percent of all
service station purchasers are Black.

Small groceries and convenience stores are growing outlets among
Blacks.

Vending machines and liquor stores, although trending flat, are highly
developed outlets among Blacks. Nearly one-fourth (23%) of all vend-
ing purchasers are Black.

Outlet Volume Among Blacks

1983 Long
Dev't Term
Index 1980 1981 1982 1983 Trend

Service Stations 189 NA 18.7 14.6-->21.7 Flat
Supermarkets 48 NA 21.9 23.,9¢--17.1 Flat
Small Grocery 131 NA 10.2 12,9 14.8 Up
Convenience Stores 97 NA 8.0 12.0 12.5 Up
Drug Store 122 NA 10.1 7.6 10.9 Flat
Vending 182 NA 8.7 9.0 9.3 Flat
Discount Store 135 NA 3.9 5.6 4.2 Flat
Liquor Store 244 NA 8.1 6.1 6.1 Flat
Pack/carton Ratio 185 NA  64/36 65/35 76/24 Up
-13-



APPENDIX 1

IMPORTANCE OF BLACKS TO BRAND'S FRANCHISE

Proportion of Blacks within Brand's Total Pranchiaé

Long
Term
1980 1981 1982 1983 Trend
4 )4 % 4 4
Newport 30.9 35.5 38.2--->43.6 Up
Kool 34,1 38.0 34.6 35.7 Flat
SALEM 1707 1907 16-2“-_>1801 Flat
B&H 15.2 18.1 18.0 19.1 Up
MORE 15.7 17. 16,0 13.4 Flat
Va. Slims 9.4 11.4 11,0 10.0 Flat
WINSTON 9.5 8.7 8.9 9.3 Flat
CAMEL 4.7 5.9 4,0 4,4 Flat
Ha!'lboro 300 3.1 2-3 206 Down

-l4- 50125 4835
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TABLE I1
(Continued)

KEY BRAND FAMILY SEGMENTS
SHARE AMONG BLACK SMOKERS BY DEMOGRAPHIC GROUP

BLACK FEMALES

25-34

18-24

TOTAL

1981 1982 1983

1980

1982 1983

1981

1980

1981 1982 1983

1980

61.8 58.8

61 .5

71.1 69.3 73.1

68.4

50.4

52.4<— 48.8

51.7
15.9
8
4

Coolness
Virile

2.6

3.5

15.8—> 19.9—> 26.
3.8

14.6<{— 10.9<—

3.6
21.8
.9
-6

3.4
24.7
.7
o7
N

4.8
21.9
ob

3.1
23.6
1.8<

11.
24.8
4.3

3-5"‘) 1.06
4-2_> 5.3

1503<-_ 13.1

Stylish
Moderation
Concerned

4.4
4.0

A

3 .6—> 4 .6

Traditional
Savings

SO0+

35-49

1982 1983

1981

1980

1981 1982 1983

1980

40.9 37.6 39.8 33.7 34.3 33.7 32.3
22.3 22.3¢— 17.3

40.8

Coolness

Virile

18.7
21.0

22.5¢— 17.9

23.1

23.8

6.5
8.2
13.0

7.2

19.3
4.9_> 8.5

18.4
7.1

17.7
7.4

4.5
6.4
4.1

5.8

20.7—> 27.1
7.8

Stylish
Moderation
Concerned

9- l<—
9.7

6.9

8.8
3.4

13.4

10.2

4.0

4.9

Traditional

Savings

—> Difference gignificant at 807% level.

50125 4844
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