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INTRODUCTION

This report is the latest in a series on cigarette sales, advertising, and promotion that the

Federal Trade CommissiohGommissioi) has prepared since 1967.

The statistical tables appended to this report provide information on domestic sales and
advertising and promotional activity llye five largest U.S. cigarette manufacturers. The tables
were compiled from data contained in special reports submitted to the Commission pursuant to
compulsory process by: Altria Group, Inc.; Commonwealth Brands, Inc.; Lorillard, Inc.;
Reynolds Amerian, Inc.; and Vector Group Ltd.

Il. TOTAL SALES AND ADVERTISING AND PROMOTIONAL EXPENDITURES

The total number of cigarettes reported sold by the major manufactuceesskxby 5.9
billion units .2 percent) from 2011 to 2012. Advertising and promotional expenditures
increasedluring that same period, rising from $8.366 billion 8168 billion. The largest

single category of these expenditures in 2012 was price discounts paid to cigarette retailers or






increase from the $23.3 millidhey spent in 2011. The Commission is not reporting the amount
spent on newspapers.

Spending ondutdoof advertising declined from351 million in 2011 to $.2 million in
2012. Since 2002putdoot advertising has been defined to mean billboards; signs and placards in
arenas, stadiums, and shopping malls (whether they are openraitaseel); and any other
advertisements placed outdoors, regardless of their size, including those on cigarette retailer
property. Before 2002 0utdooi’ advertising was not precisely defined and it was not clear that
signs in arenas, stadiums, shoppindisnar on retailer property would have been reported in this
category.

As they have since 2001, the companies reported no expenditures on transit advegtjsing (
advertising in or on private or public vehicles or any transportation facility) in 2012.

Spending on poirbf-sale materials (ads posted at the retail location but excluding outdoor
ads on retailer propertgeclinedfrom $76.6 million in 2011 to $67.9 million in 2012.

Since 2002, thegromotional allowancecategory has been replaced byrfeeparate
categories: price discounts, promotional allowances paid to retailers, promotional allowances paid
to wholesalers, and other promotional allowances. As noted above, the largest of these categories
was price discounts paid to cigarette retailer wholesalers in order to reduce the price of
cigarettes to consumerns.g., offtinvoice discounts, buy downs, and voluntary price reductions),
which accounted for expenditures of $7.802 billion in 2012 (up frér@% billion in 2011).

In addition, the industry spent $335.1 million in 2012 (down from $357.0 million in 2011)
on promotional allowances paid to cigarette retailers in order to facilitate the sale or placement of
cigarettes€.g., payments for stocking, shelgi displaying, and merchandising brands, volume

rebates, and incentive payments); and $391.1 million (down from $401.0 million) on promotional






name or logo of a comparsycigarettes or otherwise refer to cigarettes.

In 2011, a



Commission started requesting these data.

The Commission requires the cigarette manufacturers to report the amounts they spent
advertising and promoting sports and sporting eventtkis question is separate from, and
duplicative of, the reporting of the individual various advertising and promoategories. For
example, money spent on a magazine advertisement promoting a cigeaetted sports
tournament open to those of all ages is reported under the catggogralaudience public

entertainmeritand is also reported as an expenditure on Asports and sporting eventeey had

in 2011, he companies reported that they did not spend any money on sports and sporting events in
2012.

Since 2001, the Commission has required the manufacturers to report expenditures on
advertisements directed to youth or their parents that are intended to reduce youth smoking. The
companies reported spending $2.2 million in281 Over the previous siyears, they had reported
expenditures of $57.7 million (2006), $20.7 million (2007), $11.5 million (2008), $8.1 million

(2009), and $4.4 million (2010and $2.9 million (2011)



to anyone engaged in product placement in motion pictures or television shows. The companies
also reported that neither they nor anyone working for them or on their béhafiought, solicited,
granted approval, or otherwise gave permission for the appearance of any cigarette product or
cigarette brand imagery in any motion picture, television show, or video appearing on the Internet,
or (2) engaged in social media marketing that promoted any cigarette brand or variety or used
cigarette brand imagery. One company did report having video advertising on a website restricted
to ageverified smokers 21 or oldand allowing the posting of usgenerated content on that
restricted website.

The expenditure data reported in Tables 2 through 2D were not collected in their present
form until 1975. Thereforelable 3 reports advertising expenditures from 1963 through 1974.

V. TAR RATINGS, FILTERS, LENGTH, AND FLAVOR

Tables 4 and 4A give the domestic market share of cigarettes with tar ratings of 15
milligrams (mg.) or less for the years 1967 through 2012 d&ta for the years since 1982 are
further broken down into sutategories according to tar ratings, e.g., 3 mg. or less, 6 mg. or less,
etc. (categories are presented cumulatively).

The tar yield data reported to the Commission appear to stooease$rom 2011 to 2012
in the market share of cigarettes with tar yields of 3 mg. or less, 6 mg. or less, and 9 mg. or less.
The Commission notekowever, that its compulsory process orders requesting datadertiine
years have required the companies dalyeport tar, nicotine, and carbon monoxide data that they
have available; they were not required to conduct additionaigeptior to 2011, the companies
were required to submit tar, nicotine, and carbon monoxide yield data for every cigaretye variet
they sold. Consequently, market share comparisons within these years or to previous years may no

longer be possible



As shown in Tables 5 and 5A, filtered cigarettes have dominated the market since the
Commission began collecting this information ir639 Filtered cigarettes account for 99.7 percent
of the market in 2012.

Table 6 provides the market share of the various cigarette length categories. Thed&ing
(79-88 mm.) category continues to be the biggest seller, with 56 percent of the market in 2012. This
category is followed by the Long (31 mm.) group, wh 39 percent of the market.

Tables7 and 7Agive the market share of menthol and moenthol cigarettes. In 2012,



TABLE 1

TOTAL DOMESTIC CIGARETTE UNIT SALESIN BILLIONS OF INDIVIDUAL CIGARETTES)
TOTAL SALES REPORTED BY

CIGARETTE UNIT CHANGE % CHANGE USDA CIGARETTE
YEAR MANUFACTURERS* FROM PRIOR YEAR FROM PRIOR YEAR CONSUMPTION ESTIMATES
1963 516.5 523.9
1964 505.0 (11.5) 2.2) 511.2
1965 521.1 16.1 3.2 528.7
1966 529.9 8.8 1.7 541.2
1967 525.8 5.9 1.1 549.2
1968 540.3 45 8 545.7
1969 527.9 (12.4) (2.3) 528.9
1970 534.2 6.3 1.1 536.4
1971 547.2 13.0 2.4 555.1
1972 561.7 14.5 2.7 566.8
1973 584.7 23.0 41 589.7
1974 594.5 9.8 1.7 599.0

1975 603.2 8.7



TABLE 1A

TOTAL DOMESTIC CIGARETTE UNITS SOLD AND GIVEN AWAY(20012008)
(IN BILLIONS OF INDIVIDUAL CIGARETTES)

UNITS
UNITS GIVEN
YEAR SOLD* AWAY**




TABLE 1B

TOTAL DOMESTIC CIGARETTE UNITS SOLD AND GIVEN AWAY (2002012)
(IN BILLIONS OF INDIVIDUAL CIGARETTES)

PERCENT
UNIT CHANGE CHANGE IN
TOTAL IN SOLD AND SOLD AND
UNITS NUMBER GIVEN AWAY GIVEN AWAY
UNITS GIVEN SOLD AND FROM FROM

YEAR  SOLD* AWAY**  GIVEN AWAY PRIOR YEARt PRIOR YEARY

2009 290.61tt 0.1 290.71tt (31.9) Tt (9.9) Tt

2010 282.01tt 0.05 282.1t11 (8.7) t1t (3.0)

2011 273.6 tt 1 tt T

2012 267.7 T T Tt Tt



TABLE 2

DOMESTIC CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURES FOR YEARS 1970, 1975









TABLE 2C

DOMESTIC CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURE$OR YEARS 20022005(DOLLARS IN THOUSANDS)*

2002
Newspapers $25,538
0.2%
Magazines $106,852
0.9%
Outdoor $24,192
0.2%
Transit $0
0.0%
Pointof-Sale $260,902
2.1%
Price Discounts $7,873,835
63.2%
Promotional AllowanceB Retailers $1,333,097
10.7%
Promotional AllowanceB Wholesalers $446,327
3.6%
Promotional AllowanceB Other $2,767
0.0%

Sampling Distribmp041 re W nBT 80 9.24reWnBT/TT1 1 TfO T-:

2003

$8,251
0.1%

$156,394
1.0%

$32,599
0.2%

$0
0.0%

$165,573
1.1%

$10,808,239
71.4%

$1,229,327
8.1%

$683,067
4.5%

$2,786
0.0%

2004

$4,913
0.0%

$95,700
0.7%

$17,135
0.1%

$0
0.0%

$163,621
1.2%

$10,932,199
77.3%

$542,213
3.8%

$387,758
2.7%

$1,323
0.0%

2005

$1,589
0.0%

$44,777
0.3%

$9,821
0.0%

$0
0.0%

$182,193
1.4%

$9,776,069
74.6%

$435,830
3.3%

$410,363
3.1%

$1,493
0.0%



TABLE 2D

CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURES FOR 20010
(DOLLARS IN THOUSANDS)*

2006 2007 2008 2009



TABLE 2E

CIGARETTE ADVERTISING AND PROMOTIONAL EXPENDITURES FOR 202012
(DOLLARS IN THOUSANDS)*

2011 2012
Newspapers $549 N/A

0.0% BB
Magazines $23,254 $27,943

0.3% 0.3%






TABLE 4

DOMESTIC MARKET SHARE OF CIGARETTES BY TAR YIELD

Market share of cigarettes having tar yields of:
Year
15 mg. or less| 12 mg. or less| 9 mg. or less | 6 mg. or less | 3 mg. or less

1967 2.0% NA NA NA NA
1968 2.5% NA NA NA NA
1969 3.0% NA NA NA NA
1970 3.6% NA NA NA NA
1971 3.8% NA NA NA NA
1972 6.6% NA NA NA NA
1973 8.9% NA NA NA NA
1974 8.9% NA NA NA NA
1975 13.5% NA NA NA NA
1976 15.9% NA NA NA NA
1977 22.7% NA NA NA NA
1978 27.5% NA NA NA NA
1979 40.9% NA NA NA NA
1980 44.8% NA NA NA NA
1981 56.0% NA NA NA NA
1982 52.2% 43.8% 27.8% 8.9% 2.9%
1983 53.1% 44.9% 27.9% 9.4% 3.1%
1984 51.0% 43.4% 26.3% 9.4% 2.9%
1985 51.9% 43.1% 25.3% 8.4% 2.3%
1986 52.6% 44.5% 22.3% 9.9% 2.6%
1987 55.4% 47.8% 20.2% 10.0% 2.5%
1988 54.2% 48.7% 20.1% 10.7% 3.1%
1989 55.1% 48.4% 21.5% 11.4% 2.4%
1990 60.6% 51.5% 25.5% 12.2% 2.8%




TABLE 4A
DOMESTIC MARKET SHARE OF CIGARETTES BY TAR YIELD

Market share of cigarettes having tar yields of:
vear 15 mg. or less| 12 mg. or less| 9 mg. or less | 6 mg. or less | 3 mg. or less
1991 60.5% 52.6% 22.0% 12.7% 2.6%
1992 68.7% 52.9% 24.9% 12.7% 2.5%
1993 66.5% 53.3% 23.4% 12.6% 1.9%
1994 71.2% 53.7% 23.1% 12.3% 2.1%
1995 12.7% 53.6% 27.1% 12.2% 2.2%
1996 67.4% 55.5% 22.3% 11.9% 1.9%
1997 70.2% 55.6% 21.9% 11.5% 1.7%
1998 81.9% 56.8% 22.9% 13.2% 1.6%
1999 86.6% 57.4% 25.3% 13.6% 1.6%
2000 87.1% 50.4% 23.7% 13.6% 1.3%
2001 85.2% 58.1% 22.6% 13.2% 1.0%







TABLE 5A

DOMESTIC MARKET SHARE OF FILTERAND NON-FILTER CIGARETTES

YEAR NON-ILTER  FILTER
1988 5% 95%
1989 5% 95%
1990 5% 95%
1991 4% 96%
1992 3% 97%
1993 3% 97%
1994 3% 97%
1995 3% 97%
1996 3% 97%
1997 2% 98%
1998 2% 98%
1999 2% 98%
2000 2% 98%
2001 2% 98%
2002 2% 98%
2003 1% 99%
2004 1% 99%
2005 1% 99%
2006 1% 99%
2007 1% 99%
2008 1% 99%
2009 0.5% 99.5%
2010 0.5% 99.5%
2011 0.49% 99.69%
2012 0.3% 99.7%

* These figures were reported erroneously in previous Commission reports.






TABLE 7

DOMESTIC MARKET SHARE OF MENTHOL AND NONMENTHOL CIGARETTES

YEAR MENTHOL NON-MENTHOL

1963 16% 84%

1964 16% 84%

1965 18% 82%

1966 19% 81%

1967 20% 80%

1968 272 -1.17()T] EMC /P <</MCID 1 >>BDC 0 -1.205 TD (.)Tj 0.253 0 Td ( )Tj EM

1963



TABLE 7A

DOMESTIC MARKET SHARE OF MENTHOL AND NONMENTHOL CIGARETTES

YEAR MENTHOL NON-MENTHOL
2001 26% 74%
2002 27% 73%
2003 27% 73%
2004 27% 73%
2005 27% 73%
2006 28% 72%
2007 29% 71%
2008 27% 73%
2009 29%* 71%*
2010 31% 6996
2011 32% 68%

2012 31% 69%






TABLE 8A
DISCLOSURE OF TAR RATINGS ON CIGARETTE PACKS (20@PR11)*

2002 2003 2004 2005



APPENDIX
2012 Advertising and Promotional Expenditure Categories

Newspapers Newspaper advertising; but excluding expenditures in connection with sampling,
specialty item distribution, public entertainment, endorsements, sponsorships, coupons, and retail
valueadded.

Magazines Magazine advertising; but excluding expenditures in connection with sampling,
specialty item distribution, public entertainment, endorsements, sponsorships, coupons, and retail
valueadded.

Outdoor: Billboards; signs and placards in arenas, stadiums, and shopping malls, whether they are
open air or enclosed; and any other advertisements placed outdoors, regardless of their size,
including those on cigarette retailer property; but excluding expenditures in connection with
sampling, specialtytem distribution, public entertainment, endorsements, sponsorships, coupons,
and retaivalue-added.

Audio-visual: Audio-visual or video advertising on any medium of electronic communication not
subject to the Federal Communications Commissig@urisdiction, including screens at motion
picture theaters, video cassettes or DVDs, and television screens or monitors in stores; but
excluding expenditures in connection with Internet advertising.

Transit: Advertising on or within private or public vehicles aibadvertisements placed at, on or
within any bus stop, taxi stand, transportation waiting area, train station, airport, or any other
transportation facility; but excluding expenditures in connection with sampling, specialty item
distribution, public erdrtainment, endorsements, sponsorships, coupons, and/adt@hdded.

Point-of-Sale Pointof-sale advertisements; but excluding expenditures in connection with
outdoor advertising, sampling, specialty item distribution, public entertainment, endatsem
sponsorships, coupons, and retalueadded.

Price discounts Price discounts paid to cigarette retailers or wholesalers in order to reduce the
price of cigarettes to consumers, includingioffoice discounts, bugowns, voluntary price
reductions, and trade programs; but excluding retalueadded expenditures for promotions
involving free cigarettes and expenditures involving coupons.

Promotional Allowances — Retail Promotional allowances paid to cigarette retailers in order to
facilitate the sale or placement of any cigarette, including payments for stocking, shelving,
displaying and merchandising brands, volume rebates, incentive payments, and the cost of
cigarettes given to retailers for free for subsequent sale to consumers; butngxekpnditures in
connection with newspapers, magazines, outdoor, auslial, transit, direct mail, poirgf-sale,

and price discounts.




Promotional Allowances — Wholesale Promotional allowances paid to cigarette wholesalers in

order to facilitate th sale or placement of any cigarette, including payments for volume rebates,
incentive payments, value added services, promotional execution and satisfaction of reporting
requirements; but excluding expenditures in connection with newspapers, magazines, outdoor,
audiovisual, transit, direct mail, poirdf-sale, price discounts, and retail promotional allowances.

Promotional Allowances — Other: Promotional allowances paid to any persons other than
retailers, wholesalers, and fuline company employees wlare involved in the cigarette
distribution and sales process in order to facilitate the sale or placement of any cigarette; but
excluding expenditures in connection with newspapers, magazines, outdoowiaudiptransit,
direct mail, pointef-sale, pice discounts, and retail and wholesale promotional allowances.

Sampling: Sampling of cigarettes, including the cost of the cigarettes, all associated excise taxes
and increased costs under the Master Settlement Agreement, and the cost of orgammotmqr

and conducting sampling. Sampling includes the distribution of cigarettes for consumer testing or
evaluation when consumers are able to smoke the cigarettes outside of a facility operated by the
Company, but not the cost of actual clinical tegtin market research associated with such

cigarette distributions. Sampling also includes the distribution of coupons for free cigarettes, when
no purchase or payment is required to obtain the coupons or cigarettes.

Specialty Item Distribution — Branded: All costs of distributing any item (other than cigarettes,
items the sole function of which is to advertise or promote cigarettes, or written or electronic
publications), whether distributed by sale, redemption of coupons, or otherwise, that bears the
name, logo, or an image of any portion of the package of any brand or variety of cigarettes,
including the cost of the items distributed but subtracting any payments received for the item. The
costs associated with distributing noigarette items in connection with sampling or retaibe

added programs are reported in those categories, not as specialty item distribution.

Specialty Item Distribution — Non-Branded: All costs of distributing any item (other than

cigarettes, items the sole function of whishio advertise or promote cigarettes, or written or
electronic publications), whether distributed by sale, redemption of coupons, or otherwise, that
does not bear the name, logo, or an image of any portion of the package of any brand or variety of
cigarette, including the cost of the items distributed but subtracting any payments received for the
item. The costs associated with distributing-eagarette items in connection with sampling or
retailvalueadded programs are reported in those categories, not as specialty item distribution.

Direct Mall



Public Entertainment — GeneralAudience Public entertainment events bearing or otherwise
displaying the name or logo or an igeeof any portion of the package of any of a comfmny
cigarettes or otherwise referring or relating to cigarettes, which do not take place in ambdult
facility, including all expenditures made by the company in promoting and/or sponsoring such
events

Retail-Value-Added — Bonus Cigarettes Retailvalueadded expenditures for promotions
involving free cigarettese(g., buy two packs, get one free), whether or not the free cigarettes are
physically bundled together with the purchased cigarettes, including all expenditures and costs
associated with the value added to the purchase of cigaetieseikcise taxes paid for the free
cigarettes and increased costs under the Master Settlement Agreement).

Retail-Value-Added —Non-Cigarette Bonus Retaitlvalueadded expenditures for promotions
involving free noneigarettes itemse(g., buy two packs, get a cigarette lighter), including all
expenditures and costs associated with the value added to the purchase of cigarettes.

Coupons All costs associated with coupons for the reduction of the retail cost of cigarettes,
whether redeemed at the peaftsale or by mail, including all costs associated with advertising or
promotion, design, printing, distribution, and redemption. However, when coupons are distributed
for free cigarettes and no purchase or payment is required to obtain the coupons or the cigarettes,
these activities are considered to be sampling and not couponing.

Sponsorships Sponsorships of sports teams or individual athletes, bu



