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[image: image3.wmf]Percent Change in Tobacco Marketing

Expenditures 1990 -2000

0

10

20

30

40

50

Traditional

media

POS ads

Promotional

allowances

Coupons/Retail

value added

all other

(FTC Report, 2000)

[image: image4.wmf]Selected Tobacco Marketing

2000 Expenditures (in Billions)

0

1

2

3

4

5

All other

Traditional media

POS ads

Promotional

Allowances

Coupons and

Retail value added

2002 FTC Report

[image: image5.wmf]Figure 3

Percent of Stores with Cigarette Advertising Materials

Easily Visible to Children

5%

30%

41%

77%

57%

29%

4%

18%

24%

32%

23%

26%

3%

0%

6%

15%

16%

11%

0%

20%

40%

60%

80%

100%

Convenience

stores

Gas stations

Large drug

stores

Large

markets

Liquor stores

Small stores

Percent of Stores

Stores with cigarette brand signs below 3 ft

Stores with cigarette displays within 6 inches of candy

Stores with cigarette brand signs larger than 14 sq ft




Tobacco company marketing expenditures, 2000 

· The retail store is the major communication channel between the tobacco companies and present and future customers. 

· Of the record $9.6 billion spent by the tobacco companies to market their products in 2000, the overwhelming majority of this spending occurred in retail outlets. [1]
· Spending on point-of-sale advertising and promotional allowances, which include payments to retailers for prime shelf space and in-store displays, as well as volume discounts and promotional price reductions (buydowns) was $4.4 billion dollars or 44% of the total expenditures. 

· Tobacco companies spent $3.5 billion dollars on retail value-added items such as gifts with purchase and multi-pack discounts which accounts for 38% of the total expenditures. 
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Taken together, the tobacco companies spent 82% of their advertising and promotional spending budget at the retail outlet, where the industry is relatively free of regulation. 


How many Tobacco Marketing Materials are in California stores? 

· The advertising and promotional expenditures are intended to increase demand through marketing, and to ensure a ubiquitous supply of product for the addicted customer. 

· A 1999 statewide survey of stores in California that sell cigarettes found an average of 17 cigarette ads and promotional materials, such as display racks, posters, signs, and branded functional items (e.g., clocks, shopping baskets). 

· About 90% of all tobacco-marketing materials were located within four feet of checkout counters. [2] 
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*  Functional Items: items with cigarette advertising that serve an additional purpose (e.g. an ashtray or a clock)

†  Displays: racks provided by the manufacturer for the display of packs of cigarettes, generally with brand specific advertising and plexi-glass enclosed packs of cigarettes that are visible but inaccessible for purchase

‡  Signs: posters made by a cigarette manufacturer and not part of other existing items
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Tobacco company strategies to “push” cigarette sales

· The tobacco companies offer a variety of incentives to the retailer to stimulate or “push” sales of their products. [3, 4] 

· Little information is available about these incentive programs because transactions are negotiated privately [5] and are unique to each retail outlet. 

· A small study of tobacco retailers in one California county found that tobacco companies were far more likely to offer slotting/display fees than were manufacturers of any of four other product types, and about two thirds of the retailers (62.4%) received payments from the tobacco companies. A typical store receiving payments in 1997 from tobacco companies was paid $2,453.40 annually.  [6] 

What California retailers say:

Eleven focus groups were conducted with California retailers in 2001 to learn about the retail environment.  Here are some of the things they had to say about tobacco advertising in their stores:

· In-store advertising increases sales of the product advertised and sales of related products or items that are close to the sale item; 

· Advertising closest to the front counter has the biggest impact on sales; and that advertising that notes a sale price is the most effective. 

· Sales on cigarettes increase overall sales because other products are also purchased at the same time

· Price reductions (sales) and multi-pack discounts, such as ‘buy two, get one free’, are the most prevalent and effective promotions offered for cigarettes. 

· Sales on packs or cartons of cigarettes are almost always due to a “buydown” for which the retailer is reimbursed the amount of the discount per pack after the sale ends. For example, Philip Morris may offer a retailer a “buydown” of 25 cents off every pack of Marlboros currently in stock. This offer is usually time limited and must be passed onto the consumer.

· The highest bidder among tobacco companies will win the right to put their products in the ‘first’ or most visible position in the store. In most stores, this position is on the top or ‘eye level’ shelf. In most independent stores, this shelving is behind the front counter;  in chain supermarkets, the shelving is in a clear cabinet at the front of the store that is accessible to all the clerks.

In-store marketing works

· The tobacco industry’s point-of-purchase marketing strategies target consumers at the place where they will actually buy the product and it works.

· When brands are displayed and featured with a price cut, sales increase dramatically. [7]  POP advertising alone has been estimated to increase product sales by 30%. [8]  

· Consumers recall in-store advertising for almost 30% of the products they purchased with cigarettes enjoying one of the highest rates. [9] 

Advertising in stores may increase uptake and maintenance of smoking among youth [10] 

· There is little doubt many teens are exposed routinely to in-store tobacco marketing messages because three out of four teenagers shop at a convenience store at least once a week [11] and these types of stores are filled with pro smoking messages.  In fact, a study of English 15-16 year olds found that 100% of them were aware of tobacco advertising and marketing at retail stores.  [12] 

· One study found that teens smoked the brand (Marlboro or Camel) that was most heavily advertised in the convenience store closest to their school. (add Wakefield cite)

· Another study found that more ninth graders initiated daily smoking when tobacco companies spent more marketing dollars on sales promotion than traditional advertising such as print, billboard, and public transit ads. (add Redmond 1999 cite) 

· In another study, seventh grade students were more likely to have experimented with smoking if they reported frequent exposure to tobacco marketing in stores, even after controlling for smoking by family and friends.  [13] 

What can we do to limit tobacco advertising in stores?

The STORE Campaign recommends the following strategies to decrease the tobacco industry’s deceptive advertising in the retail environment:

Addressing multiple aspects of the tobacco retail environment includes:

· Self service display bans on all tobacco products, not just cigarettes. 

· Local ordinances banning exterior “sandwich board” ads and restricting the percentage of exterior store space that can be covered by posters, neon lights or other ads. Advertising of all products will be covered by these policies.

· Conditional use permits or zoning ordinances that limit the number and location of new tobacco retail outlets.

· Enforcement of existing laws to decrease the proliferation of tobacco ads in stores.
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Figure 2

Proportion of Cigarette Advertising Materials

Within Four Feet of the Counter by Store Type *

* Stores without interior tobacco retail marketing materials were excluded (n= 49)
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Figure 1

Cigarette Advertising Materials by Store Type
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Coupons/gifts = 25.6% (1.3billion)

Specialty items = 10.7% (544 million)

POS, promos = 47% (2.3 billion)

Outdoor = 6.3% (300 million)

Print = 5.1% (257 million)



Leslie will talk about this later in more detail but think about the provisions of the master settlement agreement - venues where they aren’t putting a lot of resources.



The new 1997 data just released several weeks ago show that the total budget is up to 5.7 billion and indicate that the trend of spending more in the retail outlet continues:

Point of sale  and Promo allowances are up to 2.7 billion – 48% of total

Coupons/retail-value-added are up to 1.5 billion – 26.9% of total 

Money spent in retail outlet is now at a whopping 4.2 billion dollars and comprises 75% of their budget!
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Figure 3

Percent of Stores with Cigarette Advertising Materials

Easily Visible to Children
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READ

In just a 6 year period, the tobacco industry increased its marketing dollars from just under 4 billion dollars to 5.1 billion dollars. 

In addition to this increase, they shifted their spending away from the traditional “pull” strategies to the “push strategies” used at the point of sale. 

Notice the traditional forms of advertising are being reduced along with coupons and gifts - the greatest shift has occurred in the area of retailer incentives - POP and promotional allowances - this is a 14% increase in the slice of the pie - so not only has the pie increased by about 20% but the slice for retailers has increased as well. 

In actual dollars, retailer focused expenditures went from 1.3 billion dollars in 1990 to 2.4 billion in 1996.



We know that this venue is important not only by the dollars being spent there - CLICK
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