Bt JaLeiw Aeored & WILLIAMEON T2RACCD CONPOR. 0N

INTERNAL CORRESPONDENCE
5. McGillicuddy

LS wuaie

T. Downingfr ate . _Fohruavy 18, 1876
Trice Sensilivity, Roonomic Considerations (VI.a,

Cunclusiocos

Scr-ous economic sethacks will affect the ltobacco Iadusiry
ir total - z peak unemployment ol over 9% ¢0st the indusgry
i L2 to 2% in toial volume la 1874 - 75.

Paak Toalk
Iaflatian

Aetunl 74 - 75 SLatistics at 12.7

The economy should imsrove through ths third guartes of
1£77, when the next siowdown should brgin - lastiag
throuvgh 1978 and part of 1979,

Upemployment Inflatvion
Hource ot Forecast 7E T8

P Bawespeo 7 5 - 7q
[ RTINS . 12% over 107
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I wnAde Airvected ot Chose segmnents which are most afferted
" N dversiiy — the young and blicks - will he

| . -.orliopatzly (wikl lose shazel when the

uy - toe

Backowround and Dava Limitations

Thi= - L from taat orlganally prupesed for Lhe
inpLn .
o iocidones dals for speeifac braads and
Sither not readily available. cpstakle, v
C o Froquectly encagh .
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ROFTCE IF TME FILM MAGE IS LESS CLE2H B _ . -
THAY THIS SOTILE, [T IS DUE TR THE . 1 2 8 4 )




The typc of data collecice wn the dSwiiching Study woutd
be the only source for brand and segment consumptien and
incidencc - bl

. —
Cnly limited coasunpriar and incidened data haas
Leen run cut by gegments.

Consumpticn and incidence dats [or brands is based
on emall sample gizes {(which means Lhere is a lot
af peviad ta perind wariation in the dalal. aad, in
the « - F KiXll,, does nol adequately reflect usage
by b o5,

Pet2ve 1t is ran twice o yeur..nt is rather
v 0t .ve to short term elf{ects or not coincident
w1 ccomic changes.

Thercior: '@ ¢ata has been used — Inis rrfleces incidence
E consumy .ol

Quly piuss ~onemic indicstors arc available on 3 deno-—
praphic bi . . - tncmploymen: data is the vnly economic
variable = ' covld be found on the mame demographic

breakout {age; tor which brand data was also available.

“The analysis has three ra-or clemneats:

Lnempioyment data by age amd vaoo (quartertyl which
shows a sighilicant upturn ia latter half of '74,
praking in "¥3. Ll should niain ne poiated out
Lthit there nay be otuer betier measures of tho
cronpmic we.l heing of conSumers (Such &S real
spendaple earaings - which dreolingd aver Lhie vubile
period ol oeariy 73 Lo carLy '¥3) uut they are oot
wvallable by Jewopraphic broaks.

Industcrcy sales

Porcent of swakers by ago group aod share trend
charts for Tepn majer hrands/styics which clearly
fask inte Ewe major catedories - youtl oriented
vz nbder are skew,

DiscussLon

A b sl . .oenployment
. o LYy - - iky in
Lo er 1 up BF ot rroups in the
erowl J4. Peak unenn - et . cached in
auarter nf *FE {Lhe oo - e the
Although vnemploys-ar nas sehSided some
net back down Lo the Ith guarter 74 level,
the pre-recession leve

WYLLCE IF THE FIIM IMAGE I5 1I55 CLEAR
THAY TH'S NCTICE. IT I8 PUE 10 THE
nUALLTY OF TAF DOCUMERT HEING FILYED.
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Ther= Was a goneral levelling of cigarciie Indusivy sales
during mid 74 to mid "T5.

Twe industry charts (2 & 5} arc shown - the long term —a
whigh Shows overall efiect cconemy and anti..sSmoking
pressure.  The shovt term chert peinke out the hasie
Livud changes and whon the iadustrry it tis 1ow polnt
fMRT7S) - which coinecide: with highest unenploywment.

Chart 41 shews the peorrent of snokers by age far ten
kulected brond/styles wkich jnclude the extrome age
skews - from the youngest to bhe oldest.

[f a brand heold its share {or maintained LtS tread) it
was affected as the iedusiry in total was.  However, the
vauth oriented brands were alfected disproppriionatety -
Losing share iz a markel that wos growlnyg less rapidly.

Tor the four youth oriested brands/siyles {(Charts 3 - &7,
there Was i clear share trend beeak in the lattor part

of '74 - (3 moaly= ending Octobor) which codineiders
roasundbly well with the increase in unemployment. For
12 menths {ollowing tae trend hreak. the economic
impact is cstimated at =z follaving levels:
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Lwpact HBeyond Cverall Induskbey Eifect

“0OL 34 - =3.3%

1 : KOOE Milds - =3.1%
g . KCGOL Loungs - =2.4%
2 flarlbere - -£.2%

This impuct was caleulated by ewaicndi o the pre Octeber *74
Lrond 3ng comparing Ll ko vhel s Ltke b wd sar-ually was in
Mayrch "T75 [(@ddjusiing for 120's as wal’ ol
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Pk the o - aliber . . - d - 141, share
Lrends wey ot acec con LT ) © lare "7V -
ety '74 clnege in the oconomic fiimzic, A1l show
counlinuiag or slightly iwproving share Loends.

SOTICE =F THE rizd IMAGE I8 TESS O.FAR L ~ )
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Fercent of Smgkers by Ape for Selected Brands

Youth-Orienced L6-35

28-30 4l & Over
XOOL 84 a2 30 'f ag
Harlboers i 3¢ 15
KOOL Milds 50 37 33
KoL Longs 53 33 T
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