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In the face of increasing media restrictions around the world, point-of-purchase promotion (also called
point-of-sale merchandising, and frequently abbreviated as POP or POS) is now one of the most important
tools that tobacco companies have for promoting tobacco products. Using tobacco industry documents,
this paper demonstrates that tobacco companies have used point-of-purchase promotion in response to
real or anticipated advertising restrictions. Their goal was to secure dominance in the retail setting, and
this was achieved through well-trained sales representatives who offered contracts for promotional
incentive programmes to retailers, which included the use of point-of-sale displays and merchandising
fixtures. Audit programmes played an important role in ensuring contract enforcement and compliance
with a variety of tobacco company incentive programmes. Tobacco companies celebrated their
merchandising successes, in recognition of the stiff competition that existed among tobacco companies
for valuable retail display space.

P
oint-of-purchase promotion (also called merchandising,
retail promotion, or point-of-sale promotion; frequently
abbreviated as POP or POS) is one of the most important

tools that tobacco companies have for promoting tobacco
products.1 Increasingly stringent regulations regarding media
advertising in many countries have limited the advertising
and promotional methods available to the tobacco industry,
increasing the importance of retail promotion and incen-
tives.2 In the United States, tobacco company executives have
testified that retail placement has become essential now that
the tobacco industry is curtailing advertising in response to
the Master Settlement Agreement.3 In countries such as
Australia and New Zealand, increasing tobacco advertising
restrictions have focused more attention on the retail setting,
with the result that new attention-getting types of cigarette
displays have emerged.4 5

Tobacco companies pay financial incentives to encourage
retailer cooperation in three major areas: posting point-of-
sale advertising and signage; providing point-of-sale product
displays; and providing pricing and promotional incentives to
consumers.6 According to the Federal Trade Commission’s
Cigarette Report for 2003, tobacco companies in the United
States had a total combined advertising and promotional
budget in excess of $15 billion in 2003, and the largest
proportion of this spending was allocated to the retail
setting.7 Tobacco companies allocated 1.1% ($165 million)
to point-of-sale advertising and 8.1% ($1.2 billion) to
promotional allowances for retailers (that is, to encourage
retailers to carry specific brands as part of their product
inventory and to encourage point-of-sale product displays of
these brands). A whopping 71.4% ($10.8 billion) was
allocated to retail price discounts. A further 4.5% ($677
million) was allocated to providing bonus cigarettes as part of
retail-value-added promotions, and 0.1% ($20 million) was
allocated to non-cigarette bonuses as part of retail-value-
added promotions. In total, this means that 85.2% of all
advertising and promotional spending in 2003 was allocated
to various types of incentives at the retail level (compared to
only 65.6% of the $5.6 billion expenditure in 1997).

In order to secure prime display space for a product, it is a
relatively common marketing practice among all types of
manufacturers to pay slotting allowances or slotting fees to

retailers.8 Tobacco companies engage heavily in this practice
and commonly pay slotting allowances or slotting fees in
order to obtain preferred point-of-sale display space in retail
stores, more enticing displays, and more competitive retail
prices.6 9 A 1999 California study found that tobacco
incentives totalled an average of $2472 per retailer.10

Furthermore, 62.4% of retailers reported receiving slotting/
display allowances for tobacco, a higher percentage than for
any other product category.

Slotting fees are usually negotiated between the manu-
facturer and retailer, and details of these contracts are
generally not publicly disclosed.8 A 2002 study in Boston
interviewed 25 store managers, and found that managers
were generally reluctant to discuss slotting allowances or
promotional allowances; however, based on the few inter-
views with managers who would discuss the issue, approxi-
mately $1280 would be required by the average store
manager in order to give up tobacco promotional allowances,
and $1354 would be required in order to give up slotting
allowances and product discounts.11 The total of these two
figures ($2634 in 2002) comes very close to the average
tobacco incentives of $2472 per retailer found in the 1999
California study when inflation is factored in.10

Several studies have examined the use of tobacco point-of-
sale ads and displays at the retail level in the United States,
and have found both advertising and product displays to be
highly prevalent. In a 1991 study of 61 stores in Buffalo, New
York, the average number of product displays varied from 4.3
per store for privately owned grocery stores to 7.8 per store for
chain convenience stores selling gasoline.12 A state-wide
study of 590 stores in California in 2001 found that 85% of all
product displays were within 4 feet of the checkout counter
and 11% of all stores had exterior signs that exceeded the size
limit specified under the Master Settlement Agreement
(MSA).13 A Massachusetts study found a shift toward signage
on retail exteriors after the MSA.14 A study of 3462 stores
across the United States found significant increases in the
use of tobacco advertising both inside and outside of retail
stores in 1999, when compared to the situation before the
MSA implementation of the billboard tobacco advertising
ban, indicating that point-of-sale advertising had grown in
importance.15 Tobacco companies also shifted toward more
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spending on retail and point-of-sale strategies after the
MSA.16 There also appears to be a greater likelihood of point-
of-purchase tobacco promotions and advertising in states
that have more comprehensive tobacco control pro-
grammes.17

Given the large number of people that have intentions to
quit, retail outlets may provide a means for tobacco
companies to provide timely product purchase cues to
would-be quitters. Consequently, the retail setting may
present relapse challenges for quitters.13 This suggests that
the point-of-sale environment may be important to tobacco
companies as a means of reaching would-be quitters with a
tempting reminder.

Several studies have found that cigarette point-of-sale
advertising and marketing materials are more prevalent in
stores where adolescents shop frequently.18 19 Youth who are
‘‘experimenters’’ with tobacco are more likely than other
youth to report exposure to tobacco marketing in stores.20 The
use of self-service tobacco displays appears to increase youth
access to tobacco, both through shoplifting and through
illegal sales to youth.21–23 The type of cigarette advertising
found at the point-of-sale has the potential to influence
adolescents to view users of particular cigarette brands in a
more favourable light.24 This suggests that the point-of-sale
environment presents a place where youth are exposed to
tobacco marketing to a significant and influential degree.

The majority of studies conducted to date have examined
the physical evidence of tobacco point-of-purchase market-
ing, by counting signs and displays or by talking to store
managers. This paper presents an attempt to examine point-
of-purchase promotion through the historical perspective of
tobacco industry documents, in order to understand the role
of this important tool from the point of view of tobacco
companies. Discussing the importance of point-of-purchase
promotion in the industry’s own words provides first-hand
evidence of the tobacco industry’s objectives and intentions
with regard to the retail environment.

METHOD
All collections within the Tobacco Documents Online website
http://tobaccodocuments.org/ were searched simultaneously
using a specific set of search terms (‘‘point of purchase’’ OR
‘‘point of sale’’ OR ‘‘POP’’ OR ‘‘POS’’ OR ‘‘retail’’ OR
‘‘retailer’’ OR ‘‘merchandising’’ OR ‘‘fixtures’’), resulting in
a list of over 21 000 documents. Individual document titles
and descriptions were reviewed over a period of three weeks,
in order to establish which ones were most relevant to the
topic. Further searches were then conducted on the names of
some specific merchandising programmes that were discov-
ered (for example, ‘‘Retail Masters,’’ ‘‘Retail Partners’’, etc),
using a snowball sample approach. To focus in on only highly
relevant documents (that is, with a primary focus on point-
of-purchase), those documents which briefly mentioned one
of the search terms but whose focus was largely elsewhere
were discarded. Only documents whose primary focus was on
point-of-purchase promotion were retained. This resulted in a
greatly reduced list of approximately 260 documents.
Relevant text excerpts were drawn from the 260 documents,
and a qualitative analysis was conducted on these excerpts
using a sorting methodology. This process of sorting text
excerpts into evolving categories provided insight into the
major themes contained within the documents. Specific
quotations useful for the purposes of this paper were then
extracted from the documents, in order to illustrate the key
themes inherent in point-of-purchase marketing in the
tobacco industry.

It should be noted that as this is a review using historical
industry documents, no attempt was made to limit the search
to more recent documents. The result is a rich description of

tobacco industry practices with respect to point-of-purchase
marketing from the early 1970s through to the mid-1990s.

RESULTS
During the qualitative analysis of tobacco industry docu-
ments, several key themes emerged. These key themes
included: (1) the use of point-of-purchase promotion in
response to advertising restrictions; (2) securing dominance
in the retail setting; (3) training for sales representatives; (4)
incentive programmes offered to retailers; (5) point-of-sale
displays and merchandising fixtures; (6) contract enforce-
ment; and (7) celebrating merchandising successes. These
key themes are discussed in the following sections.

Point-of-purchase promotion in response to
advertising restrictions
Over the past several decades, the tobacco industry has
focused increasing attention on the retail point-of-purchase
environment.6 A speech made by an RJ Reynolds executive in
1975 noted that, ‘‘should the government initiate increased
restrictions on advertising media, we will be ready at the
point of sale with our brands dominantly displayed and
advertised.’’25 In 1975, Brown & Williamson had also
suggested that point-of-sale promotion could be improved
with newly designed items as a means of dealing with
reduced media advertising opportunities. They noted that:

‘‘As media advertising diminishes in impact due to
increasing restrictions and cluttered environment, new in-
store advertising items designed to create and reinforce
brand awareness at the point-of-sale become increasingly
important and should receive priority consideration.’’26

Based on this concern about reduced future advertising
opportunities, visibility at the point-of-purchase has been a
major goal for tobacco companies over the past 30 years.

Brand visibility at the point-of-sale served as a sales
reminder technique, as outlined in this 1985 RJ Reynolds
document:

‘‘Presence and creativity at point-of-sale are crucial to
maintain consumer awareness since POS materials are the
last exposure to advertising before product purchase.’’27

To increase brand visibility, RJ Reynolds advocated placing
‘‘high priority on developing and implementing those
merchandising and display programmes that increase RJR’s
space at retail and provide ‘in-store dominance’.’’28 RJR also
noted that point-of-purchase promotions can represent an
important opportunity for the introduction of new products,
because buying decisions are made at point-of-sale:

‘‘Simply stated, the point-of-purchase is where the action is—
it’s the retail environment. It’s a specific location in a store, it’s
product display, and it’s in-store advertising. Importantly,
and perhaps not so obviously, the point-of-purchase is also
in the mind of the prospective consumer.’’29

Consumer purchasing decisions made at the point-of-sale
naturally included brand decisions; however, for occasional
smokers, the point-of-sale also represents the place where
decisions may be made regarding whether or not to purchase
cigarettes.

Securing dominance in a retail setting
Attaining dominance at the retail point-of-sale represented a
method for tobacco companies to demonstrate their market
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leadership to customers.4 The brand with the most display
space was usually presumed by consumers to be the most
popular brand. There was often a correlation between brand
popularity and display space, since the most popular brands
had the largest sales and could more easily afford to pay for
the best and largest display space.30 Retailers commonly
charged manufacturers for display space, particularly prime
display space at eye-level, in end-aisle displays, or using
counter-top display units.

Securing retail space at the point-of-sale was a major goal
for Philip Morris, as stated in their ‘‘Five Year Plan 86–90’’:
‘‘PM-USA’s current goal is to capture as many rows as
necessary to accommodate both existing brands (with
primary emphasis on Marlboro) and future product intro-
ductions.’’31 Philip Morris developed a strategy to enhance
the role of retailers by emphasising merchandising of
cigarettes:

‘‘PM-USA’s strategy to improve retail availability is to
change retailers’ emphasis from carrying cigarettes as an
accommodation to merchandising cigarettes as a profit-
able contributor to operations.’’27

This emphasis on merchandising implied that extra point-
of-sale promotional efforts would bring extra sales and
profits to the retailer. This suggests that having cigarettes
well-displayed contributed to increased sales. Some of this
increase in sales likely came at the expense of other retailers
or other brands, while some of the increase likely came from
occasional smokers who purchased as a reaction to the retail
point-of-sale reminder.6

RJ Reynolds also made retail merchandising a goal for the
company, as it attempted to ‘‘initiate steps to insure that RJR
dominates the point-of-purchase and commands the domi-
nant merchandising position in every major outlet’’.30 As
well, RJ Reynolds recognised that it was important to
dominate those retail outlets that had the highest sales
volumes in order to maximise sales. Their goal was to:

‘‘Improve the exposure and availability of R. J. Reynolds
brands in all types of accounts with special emphasis
placed in high volume carton and high volume package
accounts. Gain and maintain a merchandising advantage
over competitive tobacco companies.’’32

In order to gain and maintain space on store shelves and
on counter-tops, tobacco companies developed merchandis-
ing contracts that they entered into with retailers. According
to these contracts, the tobacco company paid the retailer a
specific amount of money to carry and stock their brands of
cigarettes in optimal positions. As stated in a Philip Morris
sales manual, ‘‘we pay the retailer for performance on our
behalf’’.33

In a 1975 document entitled ‘‘Merchandising’’, RJ
Reynolds discussed their goal to dominate retail outlets
through retail contracts:

‘‘Develop and evaluate a comprehensive merchandising
program for each type outlet whereby RJR [RJ Reynolds],
through a single contractual arrangement, would dom-
inate the point-of-sale in merchandising space, product
distribution, brand display and in-store advertising.’’34

The outcome of this merchandising programme was that
RJ Reynolds signed contracts with retailers, which involved
paying retailers for their display space and services. The
major competitors in the tobacco industry ultimately

developed similar programmes. The result was a highly
competitive environment, as evidenced by remarks from an
RJ Reynolds manager:

‘‘Philip Morris has put tremendous pressure on our in-store
merchandising in 1990. They have publicly stated that
they were going to replace RJR as the leading merchan-
diser. PM has thrown a lot of money at trying to topple
us.’’35

Some of these programmes, such as the Philip Morris
‘‘Retail Masters’’ programme, demanded that participating
retailers exclusively display Philip Morris products.
Discussion of a contract between the ARCO Gas retail chain
and Philip Morris explained the prohibition against all
competitor displays: ‘‘ARCO recently entered into an exclu-
sive agreement with Philip Morris prohibiting all permanent
competitive PCDs [permanent counter displays] and limiting
temporary competitive displays strictly to 30 days.’’36 This
new programme provided Philip Morris with a competitive
advantage in the retail market:

‘‘The net effect of Masters restrictions is a reduction in the
size and/or number of competitive counter displays.
Retailers that feature Philip Morris promotions exclusively
for three weeks per quarter are compensated with
graduating bonus payments.’’37

This type of exclusivity was beneficial for tobacco
companies that had sufficient clout with retailers to be able
to negotiate such an arrangement.

Training for sales reps
The increasing focus on point-of-sale marketing has resulted
in the work of sales representatives becoming a key focus in
marketing efforts. For many companies in the tobacco
industry, sales representatives were among the most impor-
tant members of their organisation, and as a result, a great
deal of time and effort was invested in training sales
representatives. A Philip Morris sales manual gave the
following description of the sales representative in a section
entitled, ‘‘The Vital Role of Sales Representatives’’: ‘‘On
behalf of our company you will sell our products to gain
distribution and negotiate and implement merchandising
contracts to ensure brand availability and visibility.’’38 This
underlined the sales representative’s role in obtaining space
at the point-of-sale, and in ensuring that brands are highly
visible in the retail setting. In fact, the most important aspect
of the sales representative’s job was merchandising:

‘‘One of the more important parts of your job is
merchandising PM’s [Philip Morris’] brands effectively to
gain optimal product exposure and effective in-store
advertising visibility. The more visible our products are
to consumers, the more sales we make. Effective
merchandising helps the retailers, attracts new consumers
to our brands and makes you successful in performing
your sales mission.’’38

Sales representatives had several roles. They were respon-
sible for gaining display space at retail, as well as the
placement of merchandising fixtures (that is, display units)
in order to provide the company’s brands with the visibility
and availability needed to increase sales. This space and
visibility was acquired through the negotiation of merchan-
dising contracts. Tobacco companies educated their
sales force regarding sales methods and the company’s
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merchandising programmes. In a sales manual from Philip
Morris, the importance of knowledge of the merchandising
programmes was discussed:

‘‘It is important that you have thorough knowledge of the
provisions of each plan. Carefully study each offer to
become knowledgeable about the requirements and the
terms of each. You will then be in a better position to
determine how each plan will be best presented to your
accounts to the mutual advantage of the retailer and
ourselves.’’33

Sales representatives were also responsible for following up
on retail contracts to ensure that retailers are complying with
the contract terms and conditions.

Incentive programmes offered to retailers
Tobacco companies tailored their merchandising programmes
to suit the characteristics of different types of retailers. For
example, a pack merchandising programme was tailored to
retailers that sell mainly by the pack, while a carton
merchandising programme was tailored to retailers that sell
mainly by the carton. RJ Reynolds contracts detailed the
criteria for eligibility in various types of merchandising
programmes, as illustrated in this excerpt from their Retail
Partners programme:

‘‘R.J. Reynolds Tobacco Company (RJR) is pleased to
announce the following Retail Partners program effective
April 1, 1995, for retail accounts that meet the following
criteria:
N 51% or more total industry volume sold by the pack
N 100+ cartons industry brands and minimum of 17
cartons of RJR brands sold per week.
N Distribution of RJR brands in all price-tiers as required.’’39

Some contracts offered by tobacco companies pay retailers
on a sliding scale, depending on their sales volume. In a 1975
Philip Morris USA contract, retailers were placed into three
categories of weekly sales (100+ cartons, 50–99 cartons, and
under 50 cartons), for which they were paid a monthly fee of
$7.50 per display, $4.50 per display, and $1.50 per display
respectively.33

Some contracts specified that the retailer must agree to use
a merchandising fixture (that is, a display unit) supplied by
the tobacco company, as seen in this excerpt from a Philip
Morris contract:

‘‘This agreement is between Philip Morris U.S.A. and the
Retailer whose name appears on the reverse side. Philip
Morris U.S.A. will pay Retailer for displaying cartons of
Philip Morris U.S.A. cigarette brands on self-service floor
merchandising fixtures provided by Philip Morris U.S.A.
(‘‘approved fixtures’’), in accordance with the terms of this
agreement.’’40

A similar type of contract was offered by Brown &
Williamson regarding their ‘‘FlexMaster 2010’’ merchandis-
ing fixture:

‘‘B&W will obtain for you and provide you with the
FlexMaster 2010 fixtures contemplated in this Addendum
and will make monthly payments to you under the
Program totaling $145.00 in consideration of and
reliance on your commitments under this Addendum.’’41

For a tobacco company with small market share or a
limited promotional budget, it may not have been feasible to
supply a retailer with a merchandising fixture or display unit.
For example, in 1961, Brown & Williamson felt they could
not justify the expense of providing merchandising fixtures.
Instead, Brown & Williamson decided to purchase space on
competitors’ racks:

‘‘Top management decided to make a ‘‘family’’ of B. & W.
[Brown & Williamson] brands and to display them
together on a single preferred shelf on the competitor’s
rack… top management decided that it would be in the
company’s best interest to pay substantial sums of money
for the privilege of reserving this amount of shelf space for
the exclusive display of our products.’’42

Some companies required that the percentage of their
products on display in the store reflect the market share that
the company held, as in this RJ Reynolds contract:

‘‘– In operating areas where RJR share of market is 30% or
more, RJR’s minimum space is the top two (2) shelves
exclusively.
– In operating areas where RJR share of market is less than
30%, RJR’s minimum percentage of rows required is not
less that RJR’s share of market for the operating areas. In
no instance will RJR’s rows be less than 25% of the total
rows available.’’43

Not only did these programmes vary in their requirements,
there were also many different methods of payment. The
usual payment was a fixed rate paid monthly, with the
amount of the payment contingent on the number of displays
the retailer would accept. This was the case for a programme
offered by The American Tobacco Company, where payments
were based on the number of rows the retailer made
available:

‘‘Payments per month to each participating retail outlet are
available as follows: $3.00 per row up to a maximum of
25 rows.’’44

Some tobacco companies also deducted a specified sum
from the cost of the product, or gave discounts on orders
placed at certain times of the year. During a promotion for
the Kool Milds 100’s brand, Brown & Williamson offered the
following to retailers as an introductory offer for stocking
quantities of the product: ‘‘$12.00 per 12M case, on allocated
quantities – deducted from invoices on all orders of Kool
Milds 100’s dated on or before October 19, 1979.’’45

Once the competition for retail space heightened, tobacco
companies were finding that their point-of-purchase pay-
ments per month were increasing, but with no corresponding
increase in sales. Tobacco companies tried to outspend each
other at retail, and retailers were reaping the benefits. In a
document entitled Marketing in a Restricted Environment,
Brown & Williamson discussed the effects of the increased
competition in the retail merchandising market:

‘‘Merchandising contracts for carton, pack and vending
have been revised, are becoming more expensive and
ineffective as competition stiffens. The number of special
displays and offers running at a given time has, as one
might expect, increased rapidly. Sales estimates the
number of displays placed per year has increased at least
25 percent since 1976. One finds as many as six to eight
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displays at a single check-out counter. This figure will
increase as our Sales Force and our competitors grow in
size and gain the capability to support more than one
sales merchandising program (SMP) simultaneously.’’46

This heightened competition, and the resulting clutter at
the retail level, forced tobacco companies to develop more
efficient merchandising programmes. Brown & Williamson
developed a programme that would reward a higher volume
of sales:

‘‘We decided to develop an innovative contract offer
which would base payments on B&W sales volume. This
would best reward the retailer (and B&W) in outlets which
could provide a higher level of B&W sales.’’47

Retailers were generally very receptive to these tobacco
merchandising programmes, as most retailers viewed the
contracts as easy money. A corporate grocery merchandising
manager for a New Jersey-based supermarket chain stated,
‘‘If anyone wants to come in and hand you money for doing
your job, you take it. You have nothing to lose and everything
to gain.’’48 However, occasionally there was some negative
feedback about the proliferation of point-of-purchase mate-
rials in the retail setting, as pointed out in a 1985 Philip
Morris Business Planning & Analysis document:

‘‘Placement of POS materials is difficult because retailers
are cautious about negative consumer feedback and RJR
has become increasingly aggressive in strengthening their
retail presence.’’27

However, tobacco companies worked hard at positioning
their point-of-purchase programmes as win-win situations
for themselves and retailers. When describing merchandising
programmes and the impact on retailers, a senior vice-
president of sales for Philip Morris USA explained, ‘‘What
we’ve done is to compensate retailers for doing the right
thing for their business which is also the right thing for our
business.’’48

Point-of-sale displays/merchandising fixtures
When tobacco companies entered into a contract with a
retailer, a common requirement of the contract was that the
retailer must use a merchandising fixture or display unit
supplied by the tobacco company. Tobacco companies felt it
was important to have their own fixtures in stores because it
created more visibility for their brands and ensured that their
brands would be placed in the optimal positions. In a 1975
sales manual, Philip Morris identified the need for merchan-
dising fixtures at retail:

‘‘Establishing a ‘‘permanent home’’ for our products in
those outlets that merchandise cartons from a self-service
fixture provides important benefits to our cigarette
products. Among these are: product depth of inventory,
added product exposure, ease of stocking, and brand
display adjustments on special occasions.’’33

In their 1972 marketing plans, Brown & Williamson
discussed the advantages of the new merchandising fixture
that was in development:

‘‘This unit will offer many merchandising advantages
including prime selling location for the Company’s brands,
share of space equivalent to share of market and

permanent displays on the top of each fixture. The rack
also features lock-up security during non-selling hours and
loading characteristics which should reduce retailer labor
costs substantially.’’49

The use of self-service display units increased accessibility
of cigarettes to the customer, but also increased the
likelihood of theft in the retail store. Many retailers were
losing money due to stolen merchandise and were consider-
ing removing self-serve displays, as described by Brown &
Williamson:

‘‘Further, the trend toward removing cigarettes from self-
service selling locations due to robberies, pilferage and
the installation of service counters is partially responsible
for the projected loss of high volume contract locations
shown in the schedule above. A carton merchandising
fixture containing security features is under development
and, if acceptable to retailers, may reverse this trend.’’49

RJ Reynolds also worked at developing fixtures that would
help their retailers continue using self-service merchandising:

‘‘Lucky’s, San Francisco (170 stores) has experienced
extensive pilferage and, as a result, converted approxi-
mately 15 stores to non-self-service. Field Sales persuaded
this chain to utilize RJR’s one-carton access security kits,
thus converting all 15 stores back to self-service.’’50

These fixtures were intended to encourage stores to
maintain self-serve displays, which may have contributed
to the trial of new brands, as well as contributed to impulse
purchases by occasional smokers or would-be quitters.

Contract enforcement
For all tobacco companies, it was important to gain retail
space through merchandising contracts, but it was also
important to monitor the contracts they had already
negotiated. Tobacco companies did not want to pay retailers
for non-performance, so most had developed audit pro-
grammes in which the sales representatives visited stores to
ensure that the terms and conditions of contracts were being
followed. For example, Brown & Williamson developed a
Sales Display Compliance Audit Report for their Grand Slam
merchandising programme:

‘‘The overall audit objective was to determine if retail
stores were complying with the terms and conditions of the
carton, package and signage portions of the Field Sales
Display program (Grand Slam), and if not, to estimate the
effect of such noncompliance.’’51

Philip Morris also developed audits where payments were
taken away if certain conditions were broken:

‘‘Tobacco manufacturers Sales Representatives will be
auditing stores once per month for compliance with these
requirements. If any of the following conditions are
present, the store may not receive a merchandising
payment for the particular month.
N Philip Morris overhead or primary pack merchandiser is
removed, or sign is obstructed.
N Displays are not in the correct selling position, per plan-
o-grams, or are removed, empty, blocked, taped, or
obstructed by candy, gum, flowers etc.

Tobacco point-of-purchase promotion 381

www.tobaccocontrol.com



www.manaraa.com

N Discount brands are displayed and/or share of pack
facings is less than specified by plan-o-grams
N Philip Morris signage is removed or obstructed.
N Signage, other than from Philip Morris, is present in the
store…
N Refusal to accept promotions or misuse of Philip Morris
promotions and RJR, LORR.
N Non-acceptance of new brands.
N Counter display contains competitive tobacco company
merchandise.’’52

Audits provided tobacco companies with an overview of
their merchandising programme performance in terms of
compliance percentages among store types. Brown &
Williamson’s Grand Slam Audit Program described the audit
procedures:

‘‘We recommend that consistent standards, requirements,
and procedures be developed and followed by each of the
six sales areas. These should include:
N Establishing minimum guidelines for the number of stores
to test and division coverage.
N Establishing minimum acceptable compliance percen-
tages and procedures for additional testing if acceptable
compliance is not observed.’’51

These audits helped tobacco companies find out which
retailers were not fulfilling their contracts. When a retailer
failed an audit, they usually received several opportunities to
redeem themselves before the tobacco company cancelled the
contract. For example, RJ Reynolds issued notices or
statements to retailers that did not comply with the contract.
The statement fined the retailer the month’s payment and
provided a written warning:

‘‘This serves as notice that you have not complied with the
terms and conditions of R.J. Reynolds Retail Partners
Program. Your payment of $_______ will be deducted for
the month of _______. The reason(s) for non-compliance
and payment deduction are listed below.’’53

Tobacco companies preferred to maintain existing con-
tracts wherever possible, since it was more difficult to sign
new contracts with retailers than it was to maintain existing
ones. Therefore, Philip Morris encouraged their sales repre-
sentatives to put their efforts into monitoring existing
contracts and encouraging retailers to maintain the agreed-
upon displays:

‘‘As a result, your efforts should be directed toward selling
the display contract, and most importantly, encouraging
the retailer to maintain it, rather than attempting to
‘‘punish’’ violators by canceling contracts, or otherwise
providing penalties.’’33

Philip Morris sales representatives were advised, ‘‘Don’t
take the easy route and cancel a contract without making a
number of bona fide attempts to correct the situation.’’33

When dealing with retailers who violated their contracts,
tobacco companies encouraged their sales reps to make every
effort to correct the problem, rather than cancel the contracts.
In a Philip Morris sales manual, the procedure for dealing
with contract infringements was outlined:

‘‘The first time you observe that the display is not being
used, tactfully advise the retailer that you can’t pay him the

monthly payment, since he obviously hasn’t earned it. At
the same time reactivate the display and ask for his
cooperation. It’s a good idea to add: ‘‘I hope I won’t have
to do this again,’’ subtly implying the consequences. On
the second violation, give a stronger warning and
basically follow the same procedure in attempting to
secure proper performance. If it happens a third time,
terminate the arrangement’’33

This procedure demonstrated that tobacco companies were
interested in working with retailers to secure display space,
but also highlighted the fact that continued contract
infringements would not be tolerated.

Celebrating merchandising successes
In such a highly competitive market, tobacco companies were
very pleased when they signed a merchandising contract with
a major retailer. It was especially rewarding when a retailer
was persuaded to move from a competing company’s
incentive programme. For example, in a 1989 newsletter
sent to employees, RJ Reynolds congratulated sales repre-
sentatives for taking stores away from Philip Morris, and
crowed over its own success:

‘‘Bergman persevered with his presentations on RJR’s
merchandising programs, and he patiently waited for the
account to recognize the superiority of RJR fixtures,
products and service. Finally, his perseverance and
patience were rewarded: Liquor Mart has replaced its
PM fixtures with RJR Flex for carton sales and a Doral
Savings Center.54

Retail chains were very important to tobacco companies,
because one deal meant merchandising displays in multiple
stores. Within the same 1989 newsletter, a report was made
about a chain store signing contracts with RJ Reynolds:

Persistence can be rewarding, especially when the result is
a major presence in a high-volume, big-city retail chain.
That was the payoff recently for Queens, N.Y. Division
Manager Kevin O’Hare…Pathmark has approved a new
cigarette merchandising program that includes a four-foot
exclusive carton display of RJR brands and eight feet of
RJR spring-load package units, replacing store shelving, in
all locations.’’54

Tobacco companies achieved their greatest success when
they convinced anti-cigarette retailers to merchandise their
products, as reported in this RJ Reynolds 1989 newsletter
item:

‘‘Never say never, especially when faced with a chain that
‘‘never’’ accepts cigarette merchandising and ‘‘never
allows self-service cigarette sales… After numerous
presentations, Majer has begun to reverse some of this
chain’s ‘‘nevers,’’ starting with approval of self service
sales of all styles of Doral…at all locations.’’54

DISCUSSION
This paper reviewed tobacco industry documents available at
http://tobaccodocuments.org to gain insight into tobacco
industry practices in the area of point-of-sale promotion.
The key themes that emerged from this qualitative analysis
were: (1) the use of point-of-purchase promotion as a
response to advertising restrictions; (2) the need to secure
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dominance in the retail setting; (3) the role of training for
tobacco company sales representatives; (4) the type of
promotional incentive programmes offered to retailers; (5)
the use of point-of-sale displays and merchandising fixtures;
(6) the importance of contract enforcement; and (7) ways in
which tobacco companies celebrated their merchandising
successes.

One limitation of this paper is its historical focus. Given the
nature of tobacco industry documents that are publicly
available, the majority of the documents used in developing
this paper were focused on the period from the early 1970s to
the mid-1990s. This necessarily limited insight into very
current marketing practices in the area of point-of-purchase
promotion. However, based on other research, it seems clear
that many of the practices mentioned in these historical
tobacco company documents continue to exist today.6 15

The tobacco industry documents quoted in this paper
effectively demonstrate that in an increasingly restricted
media environment, tobacco companies have aggressively
pursued point-of-purchase advertising and merchandising
opportunities in retail settings. Tobacco control programmes
such as Operation Storefront have also documented this wide
usage of point-of-purchase materials.11 The cut-throat com-
petition for retail space has led tobacco companies to devise
strategies to provide them with dominance in the retail
setting. The result is a proliferation of point-of-purchase
advertising and displays in many retail venues, including
those frequented by underage youth.

Such techniques are not limited to the United States.55

Multinational tobacco companies share their marketing
strategies and techniques with their worldwide network of
corporate affiliates through a variety of well-organised
seminars, conferences, memos, reports, and sales training
manuals. As a result, strategies and techniques of subsidiary
tobacco companies in other countries are very likely to mirror
those developed and practised in the United States, as
described in tobacco industry documents.56 For this reason, a
concentrated focus on the point-of-purchase environment
may unfold as a worldwide phenomenon.

It should be noted that a proliferation of tobacco point-of-
purchase promotional materials and displays creates a
‘‘friendly familiarity’’ for tobacco in the retail context.57

Article 13 of the Framework Convention on Tobacco
Control (FCTC) recommends a comprehensive ban on
tobacco advertising and promotional materials, which would
include a ban on point-of-sale promotional materials.58 This is
a commendable regulatory measure for eliminating point-of-
sale promotion, and a number of countries have already

undertaken such regulation in their efforts to comply with
the FCTC.

Several jurisdictions, such as Iceland, Ireland, and several
Canadian provinces, have already taken steps to not only
eliminate tobacco promotional displays, but also completely
eliminate tobacco product displays at the retail point-of-sale.59

Recommended regulations should require that tobacco
products be placed behind solid doors or inside drawers,
eliminating them from public view. The result is a removal of
tobacco product displays, which helps to reduce temptation
for underage youth and would-be quitters. Regulations
eliminating tobacco promotional materials and tobacco
products from view also represent an effective means of
thwarting tobacco industry efforts to dominate retail settings.

Authors’ affiliations
. . . . . . . . . . . . . . . . . . . . .

A M Lavack, G Toth, University of Regina, Regina, Saskatchewan,
Canada

This research is supported by a grant from the Social Sciences and
Humanities Research Council (SSHRC) and Canadian Tobacco Control
Research Initiative (CTCRI) with funds from the Canadian Cancer Society,
Canadian Institutes of Health Research, National Cancer Institute of
Canada, and Health Canada. Many thanks to Stephanie Toth, Shelley
Carlson, Brenda Yu, and Jill Raddysh for their work as research
assistants

Competing interests statement: I have no competing interests. I am a
university researcher, and I do not have any affiliations with tobacco
companies

REFERENCES
1 Feighery EC, Ribisl KM, Clark PI, et al. How tobacco companies ensure prime

placement of their advertising and products in stores: interviews with retailers
about tobacco company incentive programs. Tob Control 2003;12:184–8.

2 Dewhirst T. POP goes the power wall? Taking aim at tobacco promotional
strategies utilised at retail. Tob Control 2004;13:209–10.

3 Chaloupka F, Slater S, Wakefield M. USA: price cuts and point of sale ads
follow tax rise. Tob Control 1999;8:242–6.

4 Carter SM. New frontier, new power: the retail environment in Australia’s
dark market. Tob Control 2003;12(suppl III):iii95–101.

5 Fraser T. Phasing out of point-of-sale tobacco advertising in New Zealand.
Tob Control 1998;7:82–4.

6 Bloom PN. Role of slotting fees and trade promotions in shaping how tobacco
is marketed in retail stores. Tob Control 2001;10:340–4.

7 Federal Trade Commission, Federal Trade Commission Cigarette Report for
2003. Washington, DC: US Federal Trade Commission, 2005, http://
www.ftc.gov/reports/cigarette05/050809cigrpt.pdf (Accessed 21 Jun
2006).

8 Bloom PN, Gundlach GT, Cannon JP. Slotting allowances and fees: schools of
thought and the views of practicing managers. J Mark 2000;64:92–108.

9 Ono Y. Tobacco: for Philip Morris, every store is a battlefield. Wall Street
Journal June 29, 1998:B1.

10 Feighery EC, Ribisl KM, Achabal DD, et al. Retail trade incentives: how
tobacco industry practices compare with those of other industries. Am J Public
Health 1999;89:1564–6.

11 Laws MB, Whitman J, Bowser DM, et al. Tobacco availability and point of sale
marketing in demographically contrasting districts of Massachusetts. Tob
Control 2002;11(suppl II):ii71–3.

12 Cummings KM, Sciandra R, Lawrence J. Tobacco advertising in retail stores.
Public Health Rep 1991;106:570–5.

13 Feighery EC, Ribisl KM, Schleicher N, et al. Cigarette advertising and
promotional strategies in retail outlets: results of a statewide survey in
California. Tob Control 2001;10:184–8.

14 Celebucki CC, Diskin K. A longitudinal study of externally visible cigarette
advertising on retail storefronts in Massachusetts before and after the Master
Settlement Agreement. Tob Control 2002;11(suppl II):ii47–53.

15 Wakefield MA, Terry-McElrath YM, Chaloupka FJ, et al. Tobacco industry
marketing at point of purchase after the 1998 MSA Billboard Advertising Ban.
Am J Public Health 2002;92:937–40.

16 Sloan FA, Mathews CA, Trogdon JG. Impacts of the Master Settlement
Agreement on the tobacco industry. Tob Control 2004;13:356–61.

17 Slater S, Chaloupka FJ, Wakefield M. State variation in retail promotions and
advertising for Marlboro cigarettes. Tob Control 2001;10:337–9.

18 Henriksen L, Feighery EC, Schleicher NC, et al. Researching youth at the point
of sale: cigarette marketing is more prevalent in stores where adolescents shop
frequently. Tob Control 2004;13:315–8.

19 Terry-McElrath Y, Wakefield M, Giovino G, et al. Point-of-purchase tobacco
environments and variation by store type – United States, 1999. MMWR Morb
Mortal Wkly Rep 2002;51:184–7.

What this paper adds

This study examines retail point-of-purchase promotion
through an analysis of tobacco industry documents.
Industry documents reveal that the tobacco industry’s use of
point-of-purchase promotion has increased as a response to
industry fears about the potential for restrictions on
traditional advertising and promotional channels. A central
focus of tobacco companies for the past three decades has
been to gain retailer loyalty and monopolise retail display
space, in order to build brand identity. Intense competition
has emerged as tobacco companies attempt to gain market
leadership in the point-of-purchase environment. The pro-
liferation of point-of-purchase materials creates a friendly
familiarity for tobacco in the retail context. Reducing or
eliminating point-of-sale promotion and cigarette displays
would help to remove temptation from underage youth and
would-be quitters.

Tobacco point-of-purchase promotion 383

www.tobaccocontrol.com



www.manaraa.com

20 Schooler C, Feighery E, Flora JA. Seventh graders’ self-reported exposure to
cigarette marketing and its relationship to their smoking behavior. Am J Public
Health 1996;86:1216–21.

21 Wildey MB, Woodruff SI, Pampalone SZ, et al. Self-service sale of tobacco:
how it contributes to youth access. Tob Control 1995;4:355–61.

22 Bidell MP, Furlong MJ, Dunn DM, et al. Case study of attempts to enact self
service tobacco display ordinances: a tale of three communities. Tob Control
2000;9:71–7.

23 DiFranza JR, Coleman M. Sources of tobacco for youths in communities with
strong enforcement of youth access laws. Tob Control 2001;10:323–8.

24 Donovan RJ, Jancey J, Jones S. Tobacco point of sale advertising increases
positive brand user imagery. Tob Control 2002;11:191–4.

25 Hobbs WO. Opening Remarks Wm.D. Hobbs. 1975(750000) Objectives.
Jan 1975. R.J. Reynolds. Bates No. 500797001/7275. http://
tobaccodocuments.org/rjr/500797001-7275.html (Accessed 21 Jun 2006)
Quoted on p. 7074.

26 Brown & Williamson. Brown & Williamson Tobacco Corporation 750000
Marketing Plans. 1975. Brown & Williamson. Bates No. 670625569/5737.
http://tobaccodocuments.org/bw/253700.html (Accessed 21 Jun 2006)
Quoted on p. 5620.

27 Philip Morris. Business Planning & Analysis 850300. Jan 1985. Philip Morris.
Bates No. 2043599719/9756. http://tobaccodocuments.org/landman/
2043599719-9756.html (Accessed 21 Jun 2006) Quoted on p. 9744.

28 RJ Reynolds. 1981 (810000) Sales Operating Plan. 1981. R.J. Reynolds.
Bates No. 504093510/3540. http://tobaccodocuments.org/rjr/
504093510-3540.html (Accessed 21 Jun 2006) Quoted on p. 3515.

29 RJ Reynolds. New Product Introduction Through Point-of-Purchase. 23 Mar
1978. RJ Reynolds. Bates No. 500164188/4208. http://
tobaccodocuments.org/youth/AmCgRJR19780323.Pr.html (Accessed 21 Jun
2006) Quoted on p. 4188.

30 RJ Reynolds. Introduction. Los Angeles Metro Audit and Plan Revision. 1977.
RJ Reynolds. Bates No. 500995244/5482. http://tobaccodocuments.org/
rjr/500995244-5482.html (Accessed 21 Jun 2006) Quoted on p. 5269.

31 Philip Morris U. S.A. Five Year Plan 860000 - 900000. Jan 1986. Philip
Morris U.S.A. Bates No. 2044799001/9142. http://tobaccodocuments.org/
pm/2044799001-9142.html (Accessed 21 Jun 2006) Quoted on p. 9076.

32 RJ Reynolds. Action Item. Responsibility. Next Steps. 1976. RJ Reynolds. Bates
No. 501234776/4836. http://tobaccodocuments.org/rjr/501234776-
4836.html (Accessed 21 Jun 2006) Quoted on p. 4812.

33 Philip Morris USA. 2-8/Selling and Controlling Display Contracts. Jan 1975
(est.). Lorillard. Bates No. 93188372/8383. http://tobaccodocuments.org/
lor/93188372-8383.html (Accessed 21 Jun 2006) Quoted on p. 8372.

34 RJ Reynolds. Merchandising. 1975. RJ Reynolds. Bates No. 500372731/
2734. http://tobaccodocuments.org/rjr/500372731-2734.html (Accessed
21 Jun 2006) Quoted on p. 2731.

35 Iauco D. Remarks by Dave Iauco Management Meeting August 28, 1990
(900828). 28 Aug 1990. RJ Reynolds. Bates No. 507846332/6356. http://
tobaccodocuments.org/rjr/507846332-6356.html (Accessed 21 Jun 2006)
Quoted on p. 9204.

36 Delosreyes F. Camel/Arco Merchandising Program Status & Review. 27 Aug
1992. RJ Reynolds. Bates No. 509033693/3696. http://
tobaccodocuments.org/rjr/509033693-3696.html (Accessed 21 Jun 2006).

37 Lorillard. Competitive Activities. Jan 1993 (est.). Lorillard. Bates No.
93425098/5114. http://tobaccodocuments.org/lor/93425098-5114.html
(Accessed 21 Jun 2006) Quoted on p. 5100.

38 Philip Morris USA. Sales Representative Manual. No date. Philip Morris. Bates
No. USTC-00120820-USTC-00120918. http://tobaccodocuments.org/
ness/23239.html (Accessed 21 Jun 2006).

39 RJ Reynolds. RJ Reynolds Tobacco Company Pack Outlet Retail Partners-
Component Contract Full Price Display. 1995. RJ Reynolds. Bates No.
518652419/2572. http://tobaccodocuments.org/usc_tim/518652419-
2572_D1.html (Accessed 21 Jun 2006) Quoted on p. 2424.

40 Philip Morris USA. Field Office Administration Manual. No date. Philip Morris
U.S.A. Bates No. USTC-001020161-USTC-00120427. http://

tobaccodocuments.org/ness/23215.html (Accessed 21 Jun 2006) Quoted on
p. 00120302.

41 Smith DL. Brown & Williamson. Retail Alliance Millenium Flexmaster 2010
Addendum. 01 Apr 1998 (est.). Lorillard. Bates No. 94567727. http://
tobaccodocuments.org/lor/94567727.html (Accessed 21 Jun 2006).

42 Broughton JA. The B & W Success Story. 20 May 1966. Brown & Williamson.
Bates No. 670557268/7300. http://tobaccodocuments.org/bw/
246351.html (Accessed 21 Jun 2006) Quoted on p. 7285.

43 RJ Reynolds. Self-Service 1 Carton Shelf Plan Contract for RJ Reynolds
Tobacco Company’s 6-Shelf, 7-Shelf and Gondola Merchandisers. Jan 1993.
Lorillard. Bates No. 92623714/3718. http://tobaccodocuments.org/lor/
92623714-3718.html (Accessed 21 Jun 2006) Quoted on p. 3714.

44 Miller TE. Business Information Center. Marketing Intelligence Report.
Competitive Activities. 27 Oct 1989. RJ Reynolds. Bates No. 507201478/
1486. http://tobaccodocuments.org/rjr/507201478-1486.html (Accessed
21 Jun 2006) Quoted on p. 1486.

45 Macdonald CJ. Presenting Kool Milds. 1979. Brown & Williamson. Bates No.
670186602/6608. http://tobaccodocuments.org/bw/207314.html
(Accessed 21 Jun 2006) Quoted on p. 6607.

46 Brown & Williamson. Marketing in A Restricted Environment. 7 Apr 1979.
Brown & Williamson. Bates No. 670124580/4590. http://
tobaccodocuments.org/bw/185416.html (Accessed 21 Jun 2006) Quoted on
p. 4585.

47 Brown & Williamson. Permanent Display Merchandising Program. Jan 1979.
Brown & Williamson. Bates No. 501017739/7742. http://
tobaccodocuments.org/bw/91573.html (Accessed 21 Jun 2006) Quoted on
p. 7740.

48 Davis RA. PM Plan Urges Stores to Stock All Its Brands. 1993. Lorillard. Bates
No. 87407404. http://tobaccodocuments.org/lor/87407404.html
(Accessed 21 Jun 2006).

49 Brown & Williamson. 720000 Marketing Plans Corporate Summary. 1971.
Brown & Williamson. Bates No. 680075033/5151. http://
tobaccodocuments.org/bw/104889.html (Accessed 21 Jun 2006) Quoted on
p. 5053.

50 RJ Reynolds. Sales Department Weekly Brief. 13 Jul 1984. RJ Reynolds. Bates
No. 503978679/8682. http://tobaccodocuments.org/usc_tim/
503978679-8682.html (Accessed 21 Jun 2006) Quoted on p. 8680.

51 Frick HC. Grand Slam Merchandising Program Sales Display Compliance
Audit Report. 28 Jan 1992. Brown & Williamson. Bates No. B00721082/
B00721091. http://tobaccodocuments.org/bw/1249473.html (Accessed 21
Jun 2006) Quoted on p. 1084.

52 RJ Reynolds. RJR Retail Partners Program. 10 Jul 1995. RJ Reynolds. Bates
No. 518078688/8689. http://tobaccodocuments.org/rjr/518078688-
8689.html (Accessed 21 Jun 2006) Quoted on p. 8689.

53 Garrett KD, Vaughn D, Taylor SD, et al. Retail Partners Program. Non-
Compliance Notice. 1996. RJ Reynolds. Bates No. 530012322/2330.
http://www.rjrtdocs.com/rjrtdocs/image_downloader.wmt?
MODE = PDF&SEARCH = 1&ROW = 1&DOC_RANGE = 530012322+-
2330&CAMEFROM = 1 (Accessed 21 Jun 2006) Quoted on p. 2322.

54 Willis A. Sales Merchandiser. Season’s Greetings. Jan 1989. RJ Reynolds.
Bates No. 507844483/4498. http://tobaccodocuments.org/rjr/
507844483-4498.html (Accessed 21 Jun 2006) Quoted on p. 4491.

55 Wen CP, Chen T, Tsai Y-Y, et al. Are marketing campaigns in Taiwan by
foreign tobacco companies targeting young people? Tob Control
2005;14(suppl I):i38–i44.

56 Hafez N, Ling PM. How Philip Morris built Marlboro into a global brand for
young adults: Implications for international tobacco control. Tob Control
2005;14:262–71.

57 Pollay RW. Export ‘‘A’’ ads are extremely expert, eh? Tob Control
2001;10:71–4.

58 World Health Organization. Framework Convention on Tobacco Control.
http://www.who.int/tobacco/framework/WHO_FCTC_english.pdf
(Accessed 21 Jun 2006).

59 Greaves L. Canada: demolishing the power walls. Tob Control 2003;12:7–8.

384 Lavack, Toth

www.tobaccocontrol.com


