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CEAPTER 1

INTRODUCTION

Philip Morris International had introduced the Marlboro cigarettes in
Lebanon in early nineteen fifties. At that time the market for imported
filter cigarettes was limited. But as time passed, Marlboto became the
number one selling cigarettes in Lebanon with a market share exceedingﬁSU%,
In the nineteen eighties, the Lebanese cigarette market has many imported

brands from U.S., England and France, but Marlbore is still maintaining

its position as a market leader. At this point Philip Morris reevaluated
its strategy in Lebanon and decided to launch a new full flavour American
cigarette "Chesterfield",

This research attempts to identify the reasons underlying Philip Morris
decision to launch Chesterfield in Lebanon at this specific periocd (2nd
semester 1984) where instability prevails on both the domestic political
and security situations. This marketing research will anmlyze the tools
used by Philip Morris in order to promote the sales of the newly launched
"Chesterfield”" in a market which 1s already saturated with wvarious local

and imported brands of cigarettes.

Statement::of The Purpose:

This research is a marketing oriented study. It will try to analyze the
steps and preparations carried in order to launch a consumer product.
Inour case the consumer product is a brand of American imported cigaretées

"Chesterfield" in the Lebanese market.

The 4 Ps of a marketing plan will be incorporated in our study:
- The Product
- The Price
- The Place

~ The Promotions. &

g




Statement Of the Problems: : et ;:vdﬁ

e

.

What will be interesting in this research is to examinelthe role of the manfﬂ
parties involved in ﬁhe planning, preparation and implementation of the launch
campaigh df Chesterfield cigarettes, These joint efforts are attributed to:-
1. The multinational company "Philip Morris Internationéln;

2. The-International advertisiné agenéy "leo-Burnett",

3, The distributor of Philip Morris Int. In Lebanon "Ets F.A. Kettaneh S.A.".

4. The Monopoly of state for the importation and distribution of tobacco in

Lebanon. (Régie des Tabacs et Tombacs Libanaise) .
Hence one of the most important problems faced-iﬁ the launch compaign is the
coordination of efforts of 4 different organizations in order to carry on a
complete job of introducing, distributing and creating demand for a new brand
of imported american cigarette "Chesterfield".
This research attempts to follow the launch compaign prepared for Chesterfield
trying to énswer the question: |
Why to launch nChesterfield" in Lebanon at this specific period where insta-
bility prevails on both the political and security situations? We will try
to reach an answer'to this guestion through the series of interviews carried
with the Philip Morris Int, experts and those from the International advertising
agency Leo-Burnett which has created the image, advertising message and T,V.

commercials for Chesterfield.

Then we will trun to the question "How to launch Chester*f‘i“e]:df“\it in Lebanon and

the action plan resulting in the Chesterfield's availability on the shelves of
the retallers thru the joint éffdrts of the local distributor of Philip Morris
Int., and the monopoly of state i.e. The administration which is responsible for

the importation and distribution of tobacco products in Lebanon.
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Also inc;mded in our research is an attempt to answer questions, ﬁhat do arise
in suchrmarketing Jaunch compaigns of consumer productsé with the assisstance
provided by experts in the field. Some of these questions are:-
1, What marketing mix should be used in thg launch campaign?
2, When should the advertising support caempaign break through?
3, What 1s the effect of the increase in the exchange rate of the U.S.
dollar with respect to the Lebanese pound on the domestic consumptlon
of american imported cigarettes and the resulting changes in the smoking

patterns and hence the impact on the role and positioning of Chesterfield?

Performance Objectives:

.The performance of Chesterfield is evaluated after more than year of its launqh
in the Lebanese domestic market. In this respect thé ABC marketing services
monitoring sheets were consulted for information regarding the cigarettes
advert131ng expenditures in local media during 1985. These figures 'will be
compared with the market share of each of the brands available in the market in
order to carry out a benefit-cost analysis. The sales of lmported brands of

cigarettes and the market share of each were worked out on the basls of the data,

and up to date statistlcs prepared by the local distributor of Philip Morris

e
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CHAPTER LT

PRESENTATION AND ANALYSIS OF RESULTS

Philip Morris incorporated, International Business: An ovefview Philip Morris

is one of the largest companies in the world, Its name is linked with Marlboro
cigarettes it manufactures since 35 years. This cigérette has become the No. 1
selling cigarette in the world; The company sells more than 140 brands which
include L & M, Merit, Lark, Chesterfield, Virginia Slims;;. In the recent yeérs,
the company diversified its operation bybuying leading beﬁerage companies

such as 7-up and Miller beer. Philip Morris is divided~inte 2 main divisions:

1. Philip Morris U.S.A. which handles the U.S5. domestic
Market,
2. Philip Morris International which handles the inter-

national markets.

Lately Philip Morris paid $120 a piece in cash for 47.3 million shéres of
General Foods. At some $5;7 billion, the merger is the largest eﬁer outside
the oil industry. Moreover, the deal will give Philip Morris annuél séles_of
about $23 billion, making it the biggest consumer-products firm in the U.S.
said General Foods Chairman James Ferguson: 'We are conﬁingedﬂthat Ph;lip
Morris' offer is in the best interests of our shareholders". Rumors of a merger
between the largest American cigarette company (Philip Morris) and one of the

biggest food-and-beverage firms had been wafting through Wall Street fior months;

Maxwell house coffee, Log Cabin Syrup, Oscar Mayer hot dogs, Jell-0, Birds Eye

every day and millions smoke Philip Morris brands every day, This makes = Philip

peas, from breakfast to dinner, millioms of Americans eat General Foods products
Morris the owner of 7-up soft drinksy Miller beer, Marlboro cigarettes, and

General Foods the biggest censumer products firm in the U.S.(a),

(a)Time Magazine, Economy & Business, Call From Philip Morris, October 7, 1985;
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- The Philip Morris takeover of General Foods is part of the cigarette industry's
diversificatioﬁ. The reason for this is the following:-

U.S. cigarette éales has declined by about 4% during the past three yeaPs;
In June R.J. Reynolds, maker of Camel and Salem bought Nabisco brands for
$4.9 hillion. That development coincides with the consolidation in the food
industry. In addition to the Reynoldé-Nabisco agreement theré were alsc mergers
between Nestlé and C%rnation and Beatrice Foods and Esmark during the past 14

months.

2- Philip Morris Cigarettes Business (The Products Marketed)

Philip MOrris (1984 revenues: $13.8 billion) whose Marlboro man and Virginia
Slims woman exemplify marketing pizazz has most of its principal products in
"so-called "mature industries", Somé may think market maturity means trouble,
but Mp. Hamish Maxwell, the chairman and executive officér of’ Philip Morris
Incorporated, believes that good companies can grow and prosper in stable |
industries, Phiiip Morfis has proven it. He is positive about the cigarette
industr&. We quote his wordéf?“Right now we have 35% of the domestic U.S.
cigarette market and only &% of the international market. Even with that heal-
thy share ﬁhere is still plenty of room to grow", Mr; Maxwell adds " The
challenge is to make sure we capitalize on our opportunities. We have a véry
atrong competitive situation domestically and internationally, We have several
. of the best products in the ﬁorld including Maflboro, Miller beer and 7-up and

n
we see vast opportunities to build our business arocund our great brands,

{g) Extracted From Am "Executive Interview'" Published in the Quarterly Call Néws
in April 1985. '
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Philip Morris International business is good. Its cigarette sales outside
the United States are running about 4% above last years's levels. Mr. R.

William Murray president and chief executive officer, Philip Morris International,
is sure that the export business appears to be recovering, not withstanding

the strong dollar.

Philip Morris International sells cigarettes and soft drinks in some 170

COuﬁtries and territories around the workd, Inm many of these markets;—its
share is small but its growth potential is great. Mr. Murray states_that
Philip Morris c1garette business have relatively small market shares in the
United Kingdom, Canada, Japan and Bra21{a3 These are all very large markets
that present significant growth opportunities for us. In manyrother markets,
principally in Asia Philip Morris is either very small or not represented at

all. In countries where Marlboro is well established the opportunities for

. line extensions are still largely available,

(a} Extracted From an interview held with Mr, William Murray, president and chief
executive officer Philip Morris Int., in the quarterly Call News issue dated
October 1985,




Table I- PHILIP MORRIS INTERNATIONAL PRODUCTS
Source: CALL NEWS MAGAZINE, ISSUE OF OCTOBER 1985

-1,

24

A SAMPLING OF PHILIP MORRIS INTERNATIONAL PRODUCTS:
MARLBORO: THE BEST selling cigarette in the world.
MARLBORO LIGHTS; '

CHESTERFIELD:

MERIT: ——> all widely avallable throughout the world.

10.
1i.
12,
13.
14,
15,
16.

17.

18,

19.
20.

21,

L & M: 4
LARK: Which is especially popular in Japan and Ecuador,

PARLIAMENT: Also popular in Japan.

PM SUPERLIGHTS: made and sold in Europe,

LIDER: Which is manufactured and sold in Ecuador, Vensuela and other
Latin American countries. ' :

RUBIOS: made and sold in Guatemala

COLORADO: Which is made and marketed in Argentina
NACIONAL: Ménufactured and sold in Dominican republic.
RAFFLES: A new brand recently introced in U.K.-

PETER JACKSON: Manufactured and sold in Australia

RED & WHITE: made and sold in India and Pakistan

VIGINIA SLIMS: Recently introduced in Hong Kong-and-Japan

MURATTI AMBASSADOR: Sold in Europe and especially popular in Itély gnd
Switzerland,

'GALAXY: A low tar best seller, manufactured in Brezil and other Latin Ameri-

can markets,
HAPI: Fruit flavoured soft drinks sold in M.E, by 7-up.
LIKE: Marketed in Argentina, Holland, Saudi Arabia and Kuwait,

BOHEMIA BEER: Brewed in Santo Dominigo by cervecenia Bohemia, a PM affiliate

(7)



22 - 23: LINDERMAN's WINES: Produced in Australia and sold in selected
' markets around the world.

24 = 25: 7-UP: Which is sold in 85 countries in more than 50 packages.

26. DIET 7-UP: Sold in 15 countries.

(8)




B U. 5. CIGARETTES INDUSTRY

A PHILIP MORRIS SHARE OF U.S. INDUSTRY (%)

U. S. CIGARETTES INDUSTRY UNIT SALES

REFERENCE: CALL NEWS, MAY 1985
GRAPH REFERENCE # II
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Il WORLD CIGARETTES INDUSTRY UNIT SALES
21 PHILIP MORRIS SHARE OF WORLD MARKET

WORLD CIGARETTES INDUSTRY UNIT SALES
{EXCLUDING U.S.A.)

REFERENCE: CALL NEWS MAY
'85 GRAPH REFERENCE # 3
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3- Philip Morris Activities In The Middle East:

Philip Morris International which handles the exportation of P.M, brands fo
outside the U.S..domestic market i.e. to the Internakional market has a series
of divisions eaqh'responsible for promoting the sales of cigarettes in a specific
geographic area in the world.

Lebanont's business activities are handled by the E.E.M,A. division (E;stern
Eprope,_ﬂ}ddleEast, &frica) in the Philip MOrris Int. organization.

The main function of this division is directed towards advising and assissting

local distributors on matters related to strategic planning, sales promotions

and various marketing aspects of the business. -

Organisational Chart of Philip Morris (E.E.M.A,) 2~

Reference: IV

DIRECTOR MARKETING
PHILIP MORRIS(E.E.M.A. )

Sales Development Point of Sales + PromotiChs
Department ' Materials Department Department
Product  Research &
Management Statistics
Department Department
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During an interview held with Mr, Ulriche Gerckins (Philip Morris E.E.M.A.

marketing director) in Lausanne, Bwitzerland in May 1984 he explained the

functions of each of the departments reporting to him together with their

Job descriptions,

The organisational structure of Philip Morris E.E.M.A. is as follows:-

Degartment

l-

Functions & Activities

Sales Development Department:

Most people working in this department are

2o

field people. They do extensive travelling

and they scan the markets in their areas.

They evaluate strengthnesses, weaknesses,

Products Management::Department:

and the future opportunities and threats,

They prepare and send reports to the Director
Marketing suggesting solutions to overcome
present and f‘ufure difficulties. They parti-
cipate in the formulétion of stratégic pians
and follow up sales and pricing reiated matters

(supply of cigarette :cases to the different
markets taking into consideration the lead
time..cvo)

This department consists of a series of mana- |
gers., Each manager is résponsible for one brand
of cigaretﬁes. Thus there exists bne manager for
Marlboro, oﬁe for Merit, and one manager sbecia-
lized for Chesterfield, Each manager ié resporn-
gible for all the marketing features characte-
rizing his brand. This includes the image of the

brand, its advertising message, the promotions,
{12)



The distribution and market share. Each manager

on the other hand works with the local distribu-
tors.iﬁ the various markets to adapt the adverti-
sing programs to the prevailing socio-cultural'.
factors in order that the image created via adver-
tising appeals to the potential CONSUMErsS .

3. Promotions Departments: The people working in this department have the most important'

task of selecting the most appropriate promotiocnal campaigns

maintain and increase brand awareness promotion campaigns
include the sponsoring of events such as car rallies,
beauty competitions, sports events, musical concerts.
Moreover each brand is speciélized for sponsoring a par-
ticular promotional campaign. For example Merits name is
collaborated with.the tennis tournaments held internationa-
1ly (financial assisstance, branding of cowrts,press-rele-
ases related to the event together with the sponsor'é name
i.e. indirect advertising).

4; P.0.3.M, Department: This Point Of Sales Materials Department is responsible

for the creation and branding of advertising materials

such as stickers, posters, outdoors signs, flag ropes,'
lighters, ashtreys, packdispensers, wall clocks... that
are distributed for free to fetailers, supermarkets, |
hotels, restaurants, cafeterias in order to encourage

them to promote the sales of Philip Morris brands,

(13)




This P,0.S5.M. department plays an important
role in what is known in marketing as "in-

direct advertising".

5. statistics and Market: This department gathers the data nedded about

Research Department: each specific market it is responsible for

thru studies and surveys it carries together

——————————————————————————————————————with—speciaiized—marketiﬁgrfirms—such as the

ABC, PARC, and the C.E.P.I. marketing services

companies in the middle east,., 411 this is done
in order to secure reliable information con-
cerning:-

1. Philip Morris' Market Share

2, Competitdrs' Market Shares

3. Advertising Messages effeciiveness

4, Brand Awareness

5. Consumers' Taste and Demand

6. Products' avallabidity and distribution levels.

6, Philip Morris Distributor in Lebanon:=

Philip Morris' eyes in the Lebanese market are represented by its distributor
"Ets F.A. Kettaneh S.A.". This company along with its representation of
Philip Morris is the agent for many diversified products. This firm, according
to Mr. E.T. Razzouk, director of the Philip Morris Division in the Kettaneh's

organisation, is divided into the following divisiens:-

(14)




A~ Machinery Division: Kettaneh's machinery division is the agent for:

Atlas Copco International (Driller), Kohler
{electrical generators), Winget and FEB (building
chemicals).

B~ Electrical and Home: This division is the agent for General Electric,

Presto, Eureca, Hotpoint and Siemens Telexes in
Lebanon.

C- Auto Division: This division is the agent for Volkswagon, Audi,

Porshe cars in lebanon,

As we can see, these 3 divisions require intensive after sale service and the
company "F.A.Kettaneh" has earned, according to Mr.E.T.Razzouk, an excellent
reputation for the quality of its after sales services rendered to its

customers".

D- Philip Morris Division in The Kettaneh's Organisation:i-

Mr'; E.T.Razzouk said that he, being the head of the division, was not assissted
in hig work and coperatlons prior o 1982; He had to be in charge of all the
aspects of the business up to the point when the accumulation of duties and

" responsibilities hindered him to think conceptually. With the increasing busi-
ness; something had to be done. Consequently reorganisation took place in 1982,
This reorganisation complied with the management theory "The Skills of An
Administrator" which emphasizes on the technicaltand human aspect of the enter-
prise. The technical aspect because the manager must know how to formulate
plané, design a marketing program {(advertising and promotion campaigné) and
human because he has to manage a field force., Moreover, Mr,E,Razzouk adds,
"Knowing both the technical and human éspects, the manager can set the

Division's objectives and formulate strategles for the future',

(15)



Organisation Chart

Kettaneh's Philip Morris Division

Reference # V-

DIRECTOR OF

p.M. DIVISION

Administration Department
manager :

<

Sales department manager

Chief }nspector

Sercretaries] Public .relations
' off'lcer
Advertising

Materials Warehouse

Chlef Inspector

I~

" Merchandizer Merchand:zer

Chief Inspector
NORTH |

Merchandize

Merchandizer

Marketing Department

Chief Promotor

.KBAST \\\a'
Promotor East

Promotor East

Manager

Chief Promotor

WEST ‘“h\\ﬁ’
' Promotor West

Promotor West

The Organisational Structure Of Kettaneh's Philip Morris Division is as follows:-

. Departnent

% pdministration Department

Functions

'~ Recruitment Of Employees

~ Receipt OfF Advertising Materials (P 0.5.M.)
to the warehouse and up dating the inven-~
tories,

- Secretarial Work (typing of telexes, busi-
ness letters).

~ Filing of Doccuments,

(16)



% Sales Department: - Check the products availability on the retailepstshelves.

- Filling the gaps in the market {direct sales}.

- Checking the wholesalers stogcks of Philip Morris bnands'
and controlling the Philip Morris products' availability
in the central and regional warehouses of the mpneopoly
of state.

- Merchandizing Activities (putting stickers, outdoors

5. supermarkets. ..

# Marketing Department: -~ Control the A.T.L. activities and follow-up the imple-~

mentation of these Above The Line schedules of advertising
in all of T.V., newspapers, magazines, cinemas,
- Carry on B,T.L. activities (Below The Line campaigns)
which include direct consumers! contact in sponsoring
promotions and sémpling cigarettes activities.
- Assisst in marketing surveys regarding the followiﬁg
subjects:-

a. consumers' taste and awareness

b. image building for the various brands.

¢~ appreciation of potential consumers to the

sponsored promotions and the recommendations
for future activities, '

% A1l the information regarding the organizational structure and jobs description
of the different departments in the Philip Morris Division at Bts, F.A.Kettaneh
was forwarded by Mr.E.T. Razzouk, director of the division.

(17)




Role of the Monopoly of the State (Régie Des Tapacs et Tombacs Libanaise)

At this point wé have asked Mr. Abraham Dogramajian, direcﬁor of the Commercial
department, in the monopolyrof state to inform us about the roie of the moncpoly
in the importation and distribution of cigarettes in Lebanon and the business.
relations held with the locai distributor of Philip Morris.

The monopoly of state 1s responsible for all operations related to the purchase

of tobacco crop from the farmers, the processing of locally mgounufactured cigarettes,

the_importation of other braﬁds of cigarettes and their pricing, distribution and

direcﬁ sales to wholesalers in the Lebanese market.

Thé state monopoly opens a letter of credit in favour of the cigarette supplying

companies for each order of cigarettes‘it wants to purchase, Wher the godds reach

Beirut port, they are unloaded customs cleared, and transported to the monorpoly's

cenﬁral warehouse in Hadeth. Then the distribution begins to the regional ware-

houses in the various sectors of the country. The authorized wholesalers go to

the regional_warehouses, buy the cases of cigarettes and distribute thercartons

of cigarettes through their own channels to the retailers situated in their

area 6f operatioﬁ%. The role of the cigarette supplying companies and 1ts local-
'.distributorsris.restricted to-filling gaps in the market i.e. Carrying direct

sales in areas in which the brands availability is low, They also carry proper

merchandizing and direct consumers' contact in order to promote and stimulate

the sales of the imporféd cigarettes they represént domestically. It is also

noticed that'"price setting" of cigarettes is decided by the monopoly of state

a .Interview held with Mr, Abraham Dogramajian, Commercial Director in the monopoly
of state, in his office in Hadeth, on Nov. 18, 1985.

(18)



;n Lebanon. Hence the role of the representatives of the International ci-
garette supplying companies is directed mainly towards carrying promoticnal

and advertising campaigns that assisst in building market share for each brand.

Lebanon's Cigarettes! Market:

Philip Morris Int. had introduced the Marlboro cigarettes in the Lebanese
market in nineteen fifties. At that time, the market for imported filter
cigarettegs was Timifted, but as Lime passed Marlbaro became the m}mh‘er one

gelling cigarette in Lebanon with a share exceeding 50% of the market(a).

In the nineteen eighties, the Lebanese cigaretie market has many imported
brands from U.S., BEngland and France, but according to the monopoly of state
sales figures (1980-1984) Marlboro is still maintaining its position as a
market leader selling arcound 25,000 cases per menth which is around 50% of the
total sticks of clgareftes consumed per month in Lebanon,

If we examine the off'lcial moncpoly"s sales statistics (1986-1984) we notice
that the sales of the American Full Flavour Cigarettes are around 70% of the

total sales of cigarettes in Lebanon. (refer to table II).

Table No.IT

American Full Flavour Average Market Share (1980~1984)
MARLBORO  52% According to the official
WINSTON 11% monopoly sales statistics.
KENT T
LUCKY STRIKE 1%

(a)Reference: Moncpoly of State, Sales Statistics of Imported Cigarettes (1980-

1984) prepared by the commercial department in the monopoly of state, dated
February 1985,
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THE FRENCH AND ENGLISH cigarettes market share are limited and do not
exceed 10% of total cigarette sales (refer to table FII)._ '

Table No. III

EUROCPEAN IMPORTED AVERAGE MARKET SHARE (1980-1984)

DUNHILL | _ 3%
ROTHMANS 3.5% According to the

' : official monopely's
GITANES 2.5% sales statistics
GAULOILSES 1%

The low Tar and Nicotine segment in the Lebanese Market is limited to

less than 10% of total cigarette sales (refer to table )

Table No, IV

The lights Cigarette Market Share (1980-1984)

MERIT 4.5%

WINSTON LIGHTS 1.5% According to the

: ' . ' officlal monopoly's
MARLBORO LIGHTS 1.5% sales statistics.

VANTAGE 1.5%

The locally produced cigarettes'which are positioned at a lower price
have a market share less than 10 percent due to the limited production
capacity of the factory in Hadeth. The cigarettes pertaining to this

category are:- Byblos, Cedars, 0.K, Bafra....

(20)



5., The Problems and Limitations of Importing, Promoting and Distribution

OF A New Brand of Cigarettes with Reference to Chesterfield

We haﬁe réised the question, concerning the problems and limitaticns of
importing from the U.S. and distributing locally a new brand_bf cigarettes,
to'Mf. N,Hobeiche, manager of the sales development department in Philip
Morris Int..E.E.M.A. divisiond,

"Our U.S. expofts, which are billed mainly in dollar, have beccme more

. expensaive for Torelgn Importers., In Other words as the doiiar strengthens,
the cost of the importers increases in local currency"g. Not only are the
difficulties arising from the strong dollar but are also effected by the low
purchasing power of tﬂe limited income earned by the Lebanese workers during

| the last few years as a result of the long civil war. This made the American
imported cigarettes more expensive for buying in the Lebanese market.

Ahother difficulty arising is that the various Lebanese geographic areas are
separated from each other by artificial barriers, as a result of the poiitical
and schrity.situation prevailing in the country. This causes according to
Mr. Hobeiche a lot of difficulties in the distribution process of goods from
the central warehouse in Hadeth to Wést Beirut, North Lebanon, Beka'a and the
South. Mr, N.Hobeiche adds that even the advertising channels Philip Morris is

using in Lebapon are mostly regional and not national since each newspaper

 nterview was held with Mr, N.Hobeiché, manager of the sales development
department in Philip Morris International, during his market vidit to
Lebanon in March 1985, : -
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is limited to a specialized argarand only few of them are distributed
and read on a national basis. The same applies to the iocal television
which covers only the coastal liné from Tripoli to Saida (i;e. around
1/3 of the country). All these facts had lead Philip Morris and its
representative advertising agency to use a diversified marketing mix
that utilizes various media including, other than television and news-
papers, regional magazines, cinema theatres in addition té cutdoor

billboards in various towns and on the highways.

B- PLANNING AND SCHEDULING OF THE MARKETING ACTIVITIES OF PHILIP

MORRIS PRODUCTS IN LEBANON WITH REFERENCE TO CHESTERFIELD.

i. Setting of An Original Marketing Budget for both Expenditure and
Expected Sales fo thé comlng year.

Philip Morris invested millions of dollars per year in order to prombte

the éales of its brands in Lebanon. The positioning of its brands accor-

ding to the monopoly of state sales statistics (1980-1984):=-

- Mariboro is the number one selling cigarette in Lebanon with a
market share excesding 50%.

-~ Merit is the number one selling cigarette in the low tar and
‘nicotine segment. '

The above mentioned ranks achieved by Philip Morris brands were the
results of profound market studies carried, emphasizing and analyzing
the psychology of the consuﬁer and his taste . These results were trans-
lated into advertising messages that appgaled to the Lebanese.consumef

through the efforts of the advertising agency Leo-Burnett.
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The success of Philip Morris in Lebanon is not restricted to good adver-
tising but is attributed to an adequate marketing mix used in order to
push sales;

The marketing miﬁ used by Philip Morris in Lebanon includes the following
ingrédients:- merchandizing; promotions, outdoofs and advertising.

- Merchandizing:~ A team of well motivated merchandizerseach operative

in a specific area, cover the Lebanese market. Their job is to put sti-
ckers, posters, outdoors signs, and other branded decorating materials
he wind f the 12.000 ] | in the Lel ket

according to the fliles of the localdistribﬁtor of' Philip Morris in Lebanon.
Their job also includes the checking of the availability of Philip Morris
brands on the shelves of the retailers and supermarkets, andthe control

of the stocké of.cigarettes at these point of sales; They also report about
the compétitors? activiﬁies in the market. Finally'they carry on direct
sales in case the retailer is out of Philip Morris stock ( a job of filling
gaps in the market);. This merchandizing team reports directly to the local
distributor of Philip Morris and the manpower available is nine in number
reporting to the sales department manager in the Kettaneh's organization
.(pleése refer to organization chart V),

- Promotions:- Among the elements of the marketing mix used by Philip Morris
in Lebanon is the sponsoring ofrsports; social énd other events ﬁhat appeal
to the target consumefs bf its brands. Theee are two promotional teams

in the'Kettanehfs organisatioﬁ:( refer to-chart V)One is for East Beirut and
the other is for West Beirut. Their job is to animate such sponsored eventé'

(plese refer to the enclosed album) and carry on sampling of cigaréttes_tO'the

consumers present in such locations plus the distribution of branded gadgets




anq give~away items, Examples on sponsored activities are horseback
riding tournaments sponsored by Marlbore and fennis tournaments spon-
sbred by Merit-.

As we have seen the merchandizing and pfomotions are carfied under the
direqt control of the local distributor of Philip Morris. The other

2 elements of the marketing mix i.e. advertising and outdoors are planned
and executed by the international advertising agency Leo-Burnetf after
receiving an original yearly marketing budget from Philip'Morris E.E.M.A.

The transformation of these budgets into media plans and schedules is

done by Leo«~Burnett Beirut,
At this point it is important to study the OPganisational structure of
Leo-Burnett Beirut advertising agency.

- - The advertising agency:- Marlboro's cowboy image was created by the

Chlcago-based Leo-Burnett International advertising agency which handles
all the accounts of Philip Morris throughout the world Its affiliate
‘in Lebanon is H&C-Leo-Burnett which handles the Philip Morris account
domestically.

. - The organisational Structure of H&C-Leo Burnett:- H&C-Leo Blurnett is

subdivided into fwo maih divisions., The Technical Division and The Com-
mercial Division. A brief idea about the functions of these two divisions
was given to us by Mr. Raja Trad, account director of Philip Morris Int.

a
in Lebanon, in Leo-Burnett Beirut:

DIVISION FUNCTIONS
Technical Division As its name suggests, this division controls

the technlcal aspects of the bu31ness. It

8+«Interview held with Mr. E.Razzouk, director of the Philip Morris Int.
d1v1310n in the Kettaneh's organlsatlon.
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includes a team of artists and copy wrilters whose

main activities are to create and produce layouts
and projects for advertising messages. They creale
the image for the brand and then produce the adver-
tising films for the audiovisual media (television,
cinemas) and adverfising panneaux and shots for
newspapers commercials, magazines'and outdoor bill-
boards,

Commercial Division - This division is divided into two departments:

i. The Media Buying Department which is respoﬁsible
for buying advertising time to place commercials
in T.V, cinema;theatens,'and radio stations, It
also buys spaces in newspapers and magaéines to
pléce the commerciﬁls inside them,

ii. The customeré Account Department. In this
department each major accout handled by the agency
has an account director responsible for it with

few other assisstants.

(a)_

. Setting of An Annual Marketing Plan For Advertising Expenditureg

At November from each year, the advertising agency Leo~Burnett prepares a full

marketing recommendation for the coming year addressed to Philip Morris International

(a)A meeting was held with Mr. R.Trad in his office in Sin El-Feel area (suburbs of -
Beirut) in February 1985 in order to introduce us to the role of the advertising
agency Leo-Burnett in the Chesterfield Launch,
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(E.E.M.A.) and its local distributor regarding the Philip Morris bfands presént
in tﬁe market, their positioning and what should be done for each one of them
i.e., what type of marketing mix should be used for each, where should more weight
be emphasized, where to find the target audience for each brand and where to
catch the potential smokers at the lowest possible cost per thousand (C.P}M)._
Gther questions that the recommendatio$1§>attempts to answer are:-

i. What budgets are needed to be allocated for each P.M. brand during the next
year in order to have good exposure, coverage an& secure reach and impact,

ii, What is the resulting frequency per month in each medium (television, news-

papers, magazines and cinemas) that provides a good campaign for each brand in

order to maximize sales,

At this point Philip Morris Int. studies Leo-Burnett's recommendation and dis-
cusses its contents with its local distributor in Lebanon, Ets F.A.Kettaneh,
After evaluating the forecasted sales during the next year for the various
Philip Morris products in Lebanon, the Marketing Director in Philip Morris
E.E.M.A. sends a telex to Leo~Burnett Beirut informing'it about the budgets

to be invested for the coming year for each of the various brands and asking

them to prepare media schedulss for implementation.

(39Philip Morris Local Lebanon advertising media recommendation, November 1984
prepared by Leo-Burnett, Beirut, :
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Mr. Hobeiche, manager of the sales development department in Philip Morris
E.E.M.A., informed us that Marlboro being the market leader in the Lebanese
market with monthly sales around 20.000 cases i.e, 20,000 cases X 50 cartonséésé

X 10 paCKS/cafton

= 1000,000 packs of Marlboro cigarettes sold per month.
This huge numbef, according to Mr. N, Hobeiche, of Marlboro cigarettes sales, -
raises the necessary funds needed to secure a good marketing campaign for the

coming year for all of Philip Morris_products in Lebanon,
(a)

b Bl

The objective of the marketing campaign for 1986 :-

1. Is not only to defend and maintain Marlboro's leading position in

Lebanon's market.

2, But also to secure the necessary ingredients for the gbowth of the -
market share of the "baby" Chesterfield through a heavy supporting

advertising campaign.

- Setting Of An Hnnual Target Sales Figures:- Mr. E,.Razzouk believes that

setting an annual target sales figure is of crucial importance since this is
the fuel that will generate money inbome to feed the heavy advertising-campaigns
that Philip Morris undertakes annually in Lebanon.

The Setting,of an annual target is a difficult task in Lebanon due to one
important factor "The Smuggling Activities", The Lebanese iliegal ports, és.a :
résult of the prevailing non stable political and security situation iﬁ the

country, are open for smugglers who import a collection of brands from Cyprus,

(a)

An interview was held with Mr. N. Hobeich during his marketlng visit to
Beirut in March 1985,
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Hungéry, Bulgariaand Greece. These merchants purchase the american imported, -
non—sellaﬁle stocks in these countries which include Marlboro, Winston, Kent,
Cheap brands such as West, Best, Carlton... and dump it in the Lebaneée market
at reduced prices. They are able to do so becausé they deo riot pay customs

" duties to the legal Lebanese authorities. |

-Thé smugglers activities and thélir parallel mafket is largely effected by
the political and security situation in the country.r Wheri the security situa-
tioﬁ tends towards stability and the legal authorities Pegain their control

over the boarders of the country, then the smuggled goods importation to

Lebanon becomes minimal. On the other hand-as the situation deteriorates
and control on the ports becomes minimal, then the smuggled goods fill the
Lebanese market with old, non-fresh stocks of imported brands of cigarettes
s0ld at reduced prices. This, according to Mr. E.Razzouk renders the job
of setting an annual target sales for Philip Morris brands in Lebanon a
difficult one, sinﬁe the expected sales are not simply the projection of -
‘actual past figures into the future, Hence, prior to forecasting the target
annual sales expected for the coming year, an analysis of the future poli-.
tical, security and economical trends is of crucial importance; We will
analyze at a folloﬁing'step in this research the economical factors, the

: iimited purchasing power of the Lebanese consumer and the need to launch

‘another full-flavour american imported cigarettes in Lebanon.

- Benefit-Cost Analysis for Philip Morris and Competitive Brands:- .-
In our éttempt to analyze the Lebanese domestic market for the tétal con-
'sumbtion of cigapettes we met the commercial directoﬁ in the monopoly of state
Mr. Abraham Dogramajian. We asked Mr Dogramajian about the official sales
statistics for the vaﬁious brands of cigarettes avallable in Lebanon. He

clarified the fact that the official state's sales statistics do not give =
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an exact idea about the local consumption of cigarettes due to two

factors:-

1. Sales of cigarettes are not restricted to the legal
authorities but also include the parallel market and
the smuggling activities.

2. There are lacks in the market i.e. not all cigarettes

distributed in Lebanon, whether from the monopoly of

state or from the parallel market are consumed 1ocally.
A good proportion of the imported cigarettes to
Lebanon are re-exported to Syria where there are high
obstacles facing the legal importation of fpreign
cigarettes, |
Therefore in order to have a clear idea about the local consumption
of cigarettes we have consulted another source. The local distributor
{Kettaneh} has furnished us with a smokers' survey carried in the period
(November-December 1985}, This statistical analysis covers 5000 smokers
both in East, West Beirut and their suburbs, It also includes the moun--
tains of Aley, Shouff, Metn and Kisrouwan.
Please refer to the herewith attached table IX and Pie-Chart X concerning
the results of the smokers'! survey carried and the corresponding market

share of each of the available brands of cigarettes in Lebanon,
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Table No. V

RESULTS QOF THE LEBANON*S SMOKERS ANALYSIS CARRIED ON
BY THE MARKETING TEAM IN ETS.F.A.KETTANEH DURING 1985

TO Jan. 86.
BRAND AVERAGE AVERAGE PERCENTAGE
EASTERN WESTERN MARKET
SECTOR SECTOR SHARE
MARLBORO 59.3% 51.2% 55.3%
CHESTERFIELD 1.8% 1.4% 1.6%
TWINSTON 13.2% 14,2% 13.7%
LUCKY STRIKE 1.0% 3.4% 2.2%
TENT 5.5 G .5% 5.5%
LOCAL BRANDS'®) | 1.6% 4.3% 2.9%
LIGHT Q] 5.1% 6.1% 5 6%
CHEAP " 1.0% 5.4% .50
FRENCH ™ 3.0% 4,3% 3.6%
ENGLISH " 8.1% 4,3% 6.3%

LOCAL: CEDARS, BYBLOS, 0.K.
LIGHT: MERIT, VANTAGE.
CHEAP: WEST, BEST, L & M

FRENCH: GITANES.

ENGLISH: BOTHMANS, DUNHILL.
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RESULTS OF THE LEBANON'S SMOKERS ANALYSIS CARRIED ON BY THE MARKETING

TEAM IN ETS F. A. KETTANEH DURING DECEMBER 19853 TO JANUARY 1986

PIE CHART:
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1985 ADVERTISING EXPENDITURES

REFERENCE; ABC MONITORING ON CIGARETTE
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1985 ADVERTISING EXPENDITURES

PIE CHART yII REFERENCE # XII

ENGLISH
& *
FRENCH

13%

I S

WINSTON
16%

CHESTERFIELD

LIGHTS: MARLBORO LIGHTS, VANTAGE, WINSTON LIGHTS
ENGLISH: ROTHMANS, DUNHILL
FRENCH: GITANES

REFERENCE: A.B.C. MONITORING ON CIGARETTE ADVERTISING EXPENDITURES
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1385 ADVERTISING EXPENDITURES

REFERENCE # XIII

Table No,VI

BRAND AMOUNT IN USS PERCENTAGE
MARLBORO 1 106, 567 23%
e T RTT R B
CHESTERFIELD | 120,888 | 7
KENT 90, 864 11% w
MERIT 85,796 10%
LIGHTS* f 114,418 13% -
ENGLIQH-FRENCH@ 114,418 | 13%

LIGHTS: MARLBORO LIGHTS, VAN;TAGE, WINSTON LIGHTS

FRENCH: GITANES

ENGLISH: DUNHILI,, ROTHMANS

REFERENCE: A.B.C, MOWNITORING ON CIGARETTE ADVERTISING EXPENDITURES
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.Benefit~Cost Analysis:- If we compare what every brand of cigarettes

is spending for advertising in Lebanon (i.e. costs incurred) and the corres-

a
ponding effects on sales of these brands we notice the following®,

Table No, VII

Brand Percentage Market Share — Percentage of the Total

"""" 1T | hcvertising mapenditures
1985

MARLBORO - 55.3% ' 23%

WINSTON C13.7% 1.6%

CHESTERFIELD 1.6% 14%

KENT 5. 3% 1%

FRENSH & ENGLISH CIGARETTES 10% _ 13%

LIGHT CIGARETTES 5..6% 23%

CHEAP BRANDS 3.3% 0%

Chesterfield, as can be recognized frdm the above data has allocated 14%

to the tokal advertising expenditures incurred in various media during

1985 in order to support its sales and try to gain market share, With

this heavy advertising campaign for Chesterfield which has amounted to

more than 120,000 U.S. dellars per year, according to the A.B.C. monitoring
on cigarette advertising expenditures, this brand was able to capture

1.6% of the total cigarettes consumption market in Lebanon., This level

reached is a good performance if we take into consideration the fact that

the Lebanese cigarette market 1s already saturated with.a collection of

american and european imported brands.

(a) ' '
* Please refer to Pie Chart (XII) 1985 Advertising Expenditures for the
various brands of cigarettes~ABC monitoring on cigarette advertising
expenditures

Also refertoPie Chart (X) Results of the Lebanon's Smokers Analysis carried
on by the marketing team in Ets F.A.Kettaneh during Dec. 85 to Jan. 86,
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3. Philip Morris Strategy In Promoting Chesterfield:-

The objectives of the Launch of Chesterfield:- The rational underlying the

launch of Chesterfield:

a.,

Maintaining Philip Morris' Market Share Irrespective of Fluctuating
Market Situations: Marlboro, the thirty five years old product, could be
facing the aging process in the future. Philip Morris should have
another young brand in Lebanonwhich may substitute Marlboro, in the
future., This brand is Chesterfield. Accordingly Chesterfield will

assisst in the attacks on Marlboro which is currently done by Kent,

(a)
Win ) Lucke Strdlens

" Respond to the unmet needs.of the young consumers:~ Philip Morris

created the Chesterfield advertising commercial in order to appeal to the

young-generation of smokers who want to smoke a new cigarette, modern,

fashionable, revolutionary and not the same classical brand that is
smoked by their parents and the old generations*g?)'

Reacting to the detericrating purchasing power of the Lebanése Smokers.,
According to Mr.Razzouk the "Price Factor" is a major reason underlying
the launch of "Chesterfield" in Lebanon, As a result of 11 years of
civil war in Lebanon, the purchasing power of the Lebanese smoker
decreased drastically and the cost of the imported american cigarettes

increased proportionally with the increase in the dollar exchange rate

with respect to the Lebanese pound.

As a result of this, the situation in the market could be summarized as

follows: . Two categories of products, exist in the Market:-

The class {a) imported american cigarettes which are positioned at L.L.6.00

The cheap brands which include the locally produced cigarettes: Cedars,

(a)

- Extracted From an Interview with Mr.N.Hobeich, manager of the sales development

- Department in Philip Morris E.E.M.A. division during his marketing wvisilt to Beirut.

(b)

Extracted From an Interview with Mr.R.Trad account director in Leo-Burnett, Beirut.
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Byblos, 0.K. and the class (b) smuggled cheap brands of European origin

which include Best, West, Poker, Number 1l... These brands' importers

do not pay fiscalities and are therefore able to position their brands

at the level of L.L.3.00. It is to be hoted that these brands importers

do not incur any marketing expenditures. (no advertising support campaigns).
They depend on the price factor solely to market their products.

Philip Morris, in response %o the recommendation of its local distributor(a)~
decided to launch a cigarette that will attract those smokers who want fo
have a class (a) American cigarette but at a medium level price i.e; L.L.
4,00 in order to meet their limited purchasing power. Philip Morris, through
Chesterfield's launch in Lebanon at L.L. 4/pack, reacted to the changing

market's situation and the limited purchasing power of the consumer and pro-

vided them with a cigarette that meels their needs together with advertising

support'in the various media available,

Mr. N. Hobeich emphasized the point that every case of Chesterfield sold in

the Lebanese market 1s not gaining any penny but only covering the variable

and fixed costs incurred in production, packaging, shipping and the advertising
audio-visual support campaigmn. This is Philip Morris strategy.

In the cigarette business, brand loyalty is high. If we could switch 1% of

the potential smokers to Chesterfield and gain 1% of the Lebanese domestic
market, then we would have achieved a good target. For Chesterfield, N.
Hobeich add, "the market share is what we are allocating for Chesterfield, we
aim at good distribution and 5% market share to be achieved gradually up till

"
end 1988(b).

(a)Training Seminar, held at Hotel Montemar, on March 1985, Prepared by Mr.
Hobeich for Kettaneh's Philip Morfis Division field force.

(b)Information forwarded by Mr,E.T,Razzouk, Director of Philip Morris Division

in Ets, F.A.Kettaneh during an interview held with him.
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Launch Preparations For Chesterfield:-

Chesterfield is one of the oldest cigarette brands in the world. Scoldiers
during the world war I and war II used to smoke it along with Camel anJ
Lucky Strike, Chesterfield disappeared from the Lehanese scene some 20
yeafs ago superseded by Marlboro cigarettes, Philip Morris béught the brand
from its original manufacturer and decided to launch it outside the United
States in a filter flip top box with a modern, fashionable, informal message
which is a rather unusual way of launching a cigarette in an already satu=~
rated market of cigarettes-Lebanon.

Creation of the Advertising Campaign:-
2leab O O LNC LCGVerLising Lampaign

The idea came first from the director marketing at Philip Morris E.E.M.A.

in Lausanne, Switzerland who after examin%ga report'from the sales deve-~
lopment department approved their recommendations of launching a new full
flavour american cigarette in the Lebanese domestic market in.order to
maintain Philip Morfis leading position there,
Market studies were carried in 1982 in Big Beirut to study the consumer needs.
Young people of both sexeé (university and college students) were intervie-
wed, The analysis shoﬁed that young smokers would like to smoke a new cigarette
with a non-classical advertising image, The "Chesterfield" product manager
in Lausanne advised.Leo-Burnett Lebanon to prepare various-advertising pro-
posals which will be tested in order to choose the most adequakte for the
Lebanese ﬁarket. Accordingly, the technical department in Leo-Burnett came
with layouts for 4 different ideas or subjects to be tested in order to choose
the most suitable one that goes with the Lebanese mentality.
The proposals were:- 1l.Patriotism style of a commercial

2.3ports events type of advertising

3.Romance type of a commercial

4,Fun, Fashion and Dance style i.e. enjoy your 1ife,
type of a commercial lay-out,

(38}



The ABC marketiné company together with the marketing research department
at Philip Morris carried out a consumers' survey in order to test the 4
_proposals. The results of the survey showed that the advertising message
that best sults the targét group potential smokers should be informal,
fashidnable, alive and full of motion and action. Accordingly the T.V,.
commercial for Chesterfield was shqiiwﬁ-in studios in London, It includes
apots of scenes enjoyed by the youngsters i.e. windsurfing sports, skating

and dancing on the tpp-rating hits. It also includes a girlwith her stri-

then having a delicious ice-cream, then flavouring her way with a Chester-

field cigarette,

, (a) . | :
According to Leo=Burnett::, local advert1s1ng agency, the Chesterfield
Prime Prospect is the following:

~ Male and Female - Urban

- 18 to 25 years old - Trend setters, youngsters

.~ ABC social classes
The source of the volume, according to Leo-Burnett, is derived from first
time smokers, smokers currently buying long established full flavour filter
cigarettes, namely Marlboro, Winston, Kent and finally smokers of local
brands who want to up grade to International brands.
The nature of the Chesterfield's campaign leads itself to audio-visual

which well illustrates and promote the brand's image within the Chesterfield

target audience. Therefore Chesterfield's strategy is to explolt television

(a)

Leo-Burnett, Local Lebanon Advertising Media Strategy May'85 for
Philip MOPPlS Brands.




to the maximum especially when we consider the advertising tone: "young,
fun, informal, fashionable",
Television could secure:-

1. High penetration and reach
2, Low cost per thousand (C.P.M.)
3., Audioc-visual impact

4, Variety of programs.

According to Leo-Burnett Lebanon, the advertising spots inserted in the

Arabic News T.V. program are good for the launch and the first year of

introduction since it represents an overall umbrella which secures high
reach among the karget audience plus a good overspill to other segments;
Chesterfield advertising being purely psychological and directly addressed
to youngsters who like to have their own iife style, led Leo~-Burnett to
choose programs that directly hit the prime prospect either by partici-
pation spots, creative-media buys, sponsorship of target programs;

TherT.V. programs category mix used for Chesterfield advertising includes:-
1. The musical variety category which represents the major direction for

a brand like Chesterfleld where Leo-Burnett recommends to exploit advertising
in this category of prograﬁs up to the extent of cigarette advertising mono-
poly. In this direction Leo-Burnett is trying to secure a unigue image/
peraonality to the brand by promoting this category to the maximum. In
order to complement the mix of the variety musicél category together with
the action category, Leo-Burnett recommends to participate in good rating 7
action programs that are also of prime interest to Chesterfield target
audience, These programs appeal to youngsters and in other words hHit
directly the.target audience. For better diversification and vafiety; a10-

ther very popular programs of both the American Social Serials and the-
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situation comedies are included in the proposed media/program mix.

The first witnesses popularity and high reation within Chesterfield
target audience with a sizeable overspill to the different segments
of the television viewership and the second being of interest to
youngsters and therefore appeal to the target audience.

The second medium used for Chesterfield advertising is cinema. Leo-
Burnett marketing experts believe that cinema can expleoit the impact

of the commercials in the best way possible for the reasons mentioned

below:—

1. Practically every viewer must see the advertisements. No
other medium can offer such concentration of attentioﬁ whatsoever,

5. The cinema screen wins greater concentration because the audience
is confined to a darkened hall with no distraction. |

3. The large screen exploits the advertisement and therefore is
considered as dominating and impactful.

4, Sound effects, music, jingles are better received.

5. Cinema adVertising does not interrupt the entertainement, since
you can choose your audience according to tﬁe type of film;

6, The advertisement is seen in a pleasant atmosphere of entertainemsnt

7. Cinema advertising enjoys a high recall value,

8. Cinema and T.V. advertising can complement onelanother using the
same film material.

9. Cinema advertising in Lebanon is étill very inexpensive thus has

a low cost per thousand.
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However it is to be noted that a cinemacampaign isclosely related to the
-situation prevailing at the time in the country, said Mr.R.TPaéﬁ? In

Lebanon, the cinema campaign cannot be released on a natlonal bésis, it is
released on reglonal basis depending on thé security situation in the dif-
ferent regions_of the country. The films in which the commercials are inserted
are chosen every Monday morning depending_oﬁ the newspapers critics and evalua-
tion of the films. This enables the choice of the right films for placing the

commercials in special positions i.e. paying an extra amount on the rate in order

to obtain the last advertising position on the screen just before the start of -

the film.

Logistics Of the Chesterfield Launch Campaign:-

As the advertising agency Leo-Burnett was preparing schedules for T.V. and cinema

advertising,the monopcly of state "The Regie Libanaises des Tabacs et Tombacs"

placed an order for 1000 case of Chesterfield cigaretts. |

The role of the monopoly of state was the following:-

a. Receipt of Cases at Beirut Port and clearing of goods from the customs,

b, Transporting the goods from the Port to the monopoly's central warehbuse
in Hadeth (Eastern Suburbs of Beirut}). |

¢, Distribution of Chesterfield's cigarette cases from the central warehouse
to the various district warehouses of the monopoly in: Jounieh, Jbail,
Bickfaya, Aschrafieh, Jisr, Zahlé, Nabatieh, Ras Beirut, Basta, Saida,

d. Forwarding goods from the district warehouses to the licensed wholesalers

in the various regions of the country,

(a) |

- Mr, Raja Trad, account director of Philip Morris Int., in Leo~Burnett
advertising agency-Beirut. '
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g. Direct sales to the supermarkets and retailers carried on by the

wholesalers,each in his area of operation.

The local distributor; Etg F.A, Kettaneh, from its side, in order to
complement the role of ihe wholesalers, assissted in filling the market
with the Chesterfield cigarettes., Thus it recruited and trained new
temporary promotional and sales forces for the launch period.

Eight sales teams were formed. Each consisting of a salesman and a girl
hostess. Each team was supposed to cover a specific geographic zone and

carry on direct sales of Chesterfield cigarettes on the retailers, snaﬂ%.

supermarkets in a street screening operation.

The objective; according to Mr. E.Razzouk, was to cover Big Beirut which
starts in Khaldéh area and extends up till the town of Jbail in a first
drive of one monfh period, The number of retailers that sell cigarettes

in this area is approximated to be around 5,000 retailers. The number of
calls to be carried by each team per day is around 30 calls per day according
to the previous experience of Mr. E.Razzouk. Therefore the 8 sales teams
will be able to carry 240 calls per-day and hence will be able to visit the
5000 outlets in 25 working day (one month). According to this plan, Chester=
field packs and advertising materials (stickers, pack dispensers, branded
ashtreys, lighters, dummy packs, flag ropes, triangular mobile, posters...)
will be present at the end of the first month of the launch in supermarkets,
department stores, retailers, kiosques, cafétrottoirs, restaurants and clubs
where potentlal buyers pass by. The job of eéch sales team was specified as

(a),

follows"™

(a)
-Les Techniques Modernes De Vente Et De Merchandizing Philip Morris E,E.M.A.

Training Seminaire A L'intention Des Ets F.A. Kettaneh 3.A, (Preparation Pour
Le Lancement De Chesterfield) Beirut, May 1984,
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The team enters to the shop. The girl hostess, dressed in the Chesterfield

‘uniform, introduces the brand and sampie Chesterfield cigarettes to the peo-
ple present inside. The accompanying salesman puts the Chesterfield Stickers
"On Sale Here" on the window of the shop (eye-level standard). He explains
fo the.retailer that a heavy advertising campaign will follow in the coming
weeks both on television and inrcinema theatres. This, the trained salesmén
continues, will create demand and nearby consumér will come to the shop and

ask for a pack of the new cigarette Chesterfield. He then sells the Chester-

on the shelf.

Concerning the promotional adtivities carried in order to promote the sales '

of Chegterfield, two teams were recruited and traind: Day Team
Night Team,

Each team was composed of teh following manpower:

- One man-promotor

- Three girl hostesses,
The job of the day team was directed towards Sampling Cﬁesterfield cigarettes
to people entering inte the various supermarkets, department stores present
in Big Beirut and introduéing the customers to the Chesterfield-offer i;e.'
on the purchase of each carton of cigarettes the customer geﬁs a free ashtrey,
lighter or T.Shirt, |
During one month, the day team weﬁt in%%%a

- 10 different supermarkets in Eastern Beirut and its suburbs,

- 8 different supermarkets in Western Beirut.

(a).Daily Visits Report, Month of June 1984
Ets F.A. Kettaneh, Division Philip Morris Int., Promotional Team Activities,

(44)



The results of the day promotiocnal team could be summarized as follows:-
-~ . Sampling around 10.000 persons {llghting and smoking a cigarette)g
- Se;ling around 2500 cartons to 2500 different consumer which means
thé£ 2500 cartons of Chesterfield are avallable due to Ehis-activity
in 2500 different houses, |
The night promotional team were trained by experts from-Philip Morris Int;
to visit sports clubs, fast food places, cinemas and night clubs to intro-
- duce Chesterfield there to the target potential consumers present at peak _
—times, They tarrisdordancing competitiomsand—distributedChesterfield—————
.presents to the winners in these locations. | |
Analyals of the dailly visgits reporfs concerning the activity of the night
promotional team .show that they sémpled aroundb000 different potential
smokers, introducing them to Chesterfield and distributing to them branded
give-awdy gadgets. These reports show that the team went to all the night
clubg present in both.zones of the capital and the neérby mountains. They
had an important role in direct consumer contact and promoting the young,

fashiocnable, fun, amusement, sports and dancing image of Chesterfield.

Questions that Need Answers:- One important qﬁestion that faced both Philip

Morris and Leo-Burnett in this launch campalgn was a timing question. When

does Chesterfield advertising breaks through in the different media?®

The answer to this question according to Mr. R.Trad is two-folds:-

If the advertising breaks out early, i.e. when the distribution of the product
is still low, then the target consumer who sees the advertisement on either

ﬁhe T.V.'screen o in the cinema, would like to tastethe Chesterfield cigarettes

but, he may not find it in the nearby retailer since distribution is still
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very low. This may create a bad impacﬁ on a newly lauched brand.

If the advertising campaign breaks out late, then consumer gwareness of the
product and its presence in the market is low and this effects the demand
on Chesterfield from the shelves of the retailer, Mr. Traé§>adds that this
will alsc lead to the hesitation of retailers in purchasing an unknown
product since there is no advertising support to push their sales. They
would prefer to invest their maney in fast moving (saleswise) cigarettes

than having cigarettes packs sitting idly on their shelves,

The decision was taken to start the advertising campaign in both clnemas
and television two weeks after the distribution operation begins, since
Chesterfield would have obtained by that time about 50% availability ou

the retailers' shelves.

Implementation of The Chesterfield Advertising Schedulesi=-

The media used for the Chesterfield advertising were television and cinema
theatres screens as we have already mentioned. Newspapers and magazines
were not used as part of the advertising above the line plans., The ratio-
nal underlying such a conciusion was presented by Leo-Burnett as follows:-
" The studies carried about the target young consumers, who want to-enjoy
their lives to the maximum, show that they do not care a lot about politics

and new hence are not, in general, loyal dailies or weekly readers”,

(a)

- 'An Interview was held with Mr. R.Trad, Account Director at Leo-Burnett
Beirut, concerning the timing of the advertising support in the launch
campalign. : :
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The advertising budget for the launch periéd was split according to Leo-
Burnett media schedules dated June 1984 for Lebanon-Chesterfield 3/4 for
televiéion expenditures and the remaining quarter was allocated for cinema
‘advertising.

More than:hufcommércials (30 seconds each) are scheduled each night for the
first six months of the launch. These.spots were inserted in special T.V,
Programs that appeal to the target young generation of smokers, Thege
prograﬁs include American Action Films, American Social Film, Soap operas,

(a)
Comedies, Musical Serials....

In order to secure both impact and high penetration/reach Leo~-Burnett did.not
1limit its launch advertising campaign to classical skeleton plan but produced

a special program "Chesterfield Video Disco Time" that was projected once a
week for half an hour and it included the latest top hit songs in Europe and
U.S. that attract the potential target young smokers. Between each song and
the other a small cut (15 seconds)of the Chésterfield commercial is inseftedig)
Chesterfield commerclals were also running in'all cinema theéatres in both East
and Weét Beirut during the launch périod. After the shows, hostesses froﬁ
the Chesterfield night promotional team were present'on the theatres doors
introducing and sampling Chesterfield cigarettes to the potential consumers
who had already watched the advertisement on the cinema screen,

The C.E,P.I, media expenditures (Market-Lebanon} show that during the first 5

months of the launch in 1984 the Chesterfield expenditures ranked number "1"

as compared to other cigarette expenditures.

a) :
“Philip Morris Local Lebanon advertising schedules dated June 1, 1984.

(b) _
*¥ Philip Morris Local Lebanon advertising media strategy dated Dec, 1983.
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According to the same scource: T.V. commercials costed around U.S. 150,000

According to the same source: Cinema commercials costed around U.3.40.000.

4- Impact Of Promotional Activity on Sales of Chesterfield

It has already been mentioned how difficult it is to switch people to a
new brand of cigarettes in a market which 1s already saturated with -
many established brands, given the fact that brand leoyalty is very high
in the cigarette market.

The words of Me.N. Hobeich are quoted "In the cigarette business brand

loyalty is high, if we could switch 1% of the potential smokefs to
Chesterfield and gain 1% of the Lebanese domestic market then we would
have achieved oul target".

In our analysis for the impact of the promotional activity which include
both above the line expenditures (A.T.L.) i.e. expenses incurred in com-
mercials in T.V, cinemas and the helow the line expenditures (B.T.L.)
i.e. promotions, sampling activities, sponsoring of events, direct con=-
sumer contact on the sales of Chesterfield in Lebanon we cannot depend
solely on the meonopoly of state sales statistics due to the reasons for-

al

warded by Mr. A. Dogvaﬁacian( concerning both the smugglers' activities
importing various brands including Chesterfield to the Rebanon and in the
re-exportation via other group of smugglers of both legal and illegal
goods to Syria and other nearby countries;

The consultation of the local distributor of Philip Morris in Lebanon,

Ets F.A.Kettansh S.A. has furnished us with their latest smokers! survey

carried in Beirut (Easi & West) and the suburbs together with the nearby

a .
( )Dlrector of the Sales Department in the Monopoly of State.
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mountains of Aley, Schouf and Metn., The study also covers major towns like
Jounieh, dJbail, Saida and Tyr,
5000-smokers were met, The brands of cigaréttes they smoke were ldentified.

The results were as follows:-

Table No,VILI

_ BRAND PERCENTAGE MARKET SHARE
MARLBORO 55 . 3%
WINSTON 13.7%
KENT 5.3%
LUCKY STRIKE 2,2%
LIGHTS SEGMENT 5.6%
PRENCH CTGARETTES 3.6%
ENGLISH CIGARETTES - 6.3%
CHEAP CIGARETTES 3.3%
LOCAL CIGARETTES 2.9%
CHESTERFIELD 1.6%

REMARKS :

LOCAL BRANDS INCLUDE:CEDARS, BYBLOS .
'LIGHTS INCLUDE: MERIT, VANTAGE
.CHEAP INCLUDE: GITANES |
" ENGLICH INCLUDE: ROTHMANS, DUNHILL
Chesterfield according to results of the "Lebanon's Smokers Analysis Carried
on By the Marketiné Team in Ets. F.A.Kettaneh During Dec. 85 to Jan, 86" ﬁas

attained a market-share of 1,6%. This means that the target set by Philip
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Morris of one percent market-share during 1985 was reached safely and even

0.6% higher as a result of the heavy promotional, advertising, direct

consumer contact campaign carried throughout the launch period and in 1585,

In order to have an idea about the heavy expenditures incurred in Chester-
field advertising during 1985 we consult pie-chart no; 12 "TOTAL ABOVE THE LINE
EXPENDITURES IN NEWSPAPERS, MAGAZINES AND TELEVISION FOR THE AMERICAN FULL

FLAVOUR CLGARETTES PRESENT IN LEBANON DURING 1985"Qa)Chesterfield spent around

120.000 U,S. dollars for Above The Line advertising in 1985 i.e. more than

reveals the fact that Chesterfield who has only 1.6% market share has spent
during 1985 14% of the total cigarettes advertising expenditures incurred

in Lebanon.

Table No. IX

| BRAND PERCENT OF MARKET SHARE PERCENT OF 1985 ADVERTISING EXPENDITURE
MARLBORO 55% 23%
WINSTON 14% 16%
CHESTERFIELD 1.6% 14%
KENT - 5.3% 11%
LUCKY STRIKE 2.2% ' 10%
LIGHTS 5 46% | 13%
ENGLISH~FRENCH 10% 13%

a : ,
(*)Reference: ABC Media Studles For Cigarettes Advertising Expenditures

Published January 1986 (Market:Lebanon Domestic).
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CHAPTER TIT

CONSULTATICONS, RECOMMENDATIONS
AND SUMMARY

CONCLUSICONS

In this research we have examined the role of the many parties involved
in the planning, preparation and implementation of the launch campaign
of Chesterfield cigarettes in lebanon. We have shown the coordination

between various departments in different companies in order to secure

a succgssful introduction of Chesterfield to the market. These companies
vary from the local one, to the monopelistic one, to the international
one and finally to the multinational one. These joint efforts are attri-
buted to:=-

1. The multinational company "Philip Morris Intevnatixtrﬁi“

2. The International Advertising Agency "Leo-Burnett',

3. "Ets F.A. Kettaneh"; The Distributor of Philip Morris Int. in Lebanon,
4, The Lebanese Public Owned Monopoly for the Importation and Distribu-
: tion of cigarettes.

This study attempted to answer some questions that arise, in general, in
the launch campaigns of such consumers' product. Some of these gquestions

wWore =

¥ What were the reasons underlying the launch of Chesterfield in Lebanon
during 847

¥ What marketing mix should be used in the advertising campaign?

¥ When should the advertising supporting campaign break thru?

¥ What were the effects of the increasing price ofthe U.S. dollar with
respect to the Lebanese pound on the American imported cigarette?

%¥ What was the effect of the decréase in the Lebanese consumers' pur=-
chasing power on the American impeted Cigarette market and what was
the role of Chesterfield at this point?.

Given the fact that the various Lebanese geographic areas are separated

from each other, as a result of the prevailing security situation; yet




Philip Morris accomodated to these abnormal conditions and was able to

carry on, with disé%&buting the product in the various areas from the various
warehouses present. It was also able to reach the optimal number of potenw
tial target consumers not only through the classical above the line media
such as television and cinema but also thru below the line -channels of

direct consumers' contact in promotions, sponsoring of events, night clubs...

in the various towns, mountains and the two sectors of the capital Beirut.

In June 1984, Philip Morris exported 2006 cases of Chesterfileld into Lebanon
{each case contains 50 cartons and each carton contains 10 packs)., In January
1985, Philip Morris exported another Chesterfield order to Lebanon amounting
to 1500 cases. Later in july' 85 the monopoly of state ordered another 2000
cases of Chesterfield(a}. This means that there is demand on Chesterfield,
and there are repeated orders for it from all of the consumers, retailems

and wholesalers. Thus Phitlp Morris was able to position its Chesterfield
cigarettes in the Lebanese saturated cigarette market and attain a growing

market share in the domestic market taking into consideration the high brand

loyalty of cigarettes smokers,

We find it necessary here to quote the words of Mr, Hamish Maxwell, Chairman
and Chief Executive of Philip Morris Incorporated.
" I think the challenge is to capitalize on our opportunities. There is

a very strong competitive situation in this country and internationally",

(a)The Monopoly of State "Régie Des Tabacs et Tombac Libanaiz" Imported

cigarettes orders - year 1985,




Philip Morris has several of the best products in the world, including
Marlboro, Miller Beer and T-up. There are a lot of opportaénities to
build our business around our great brands. The world is going through
a period when the public seems less receptive fo new products than at
some times in the past, so this is the time to maximize what we'we got5
it the same time, Philip Morris should go on developing new productse-

ones that meet consumers' needs - so this is another continuing challenge,

Our numbeb-cne objective is to anticipate what people want. Philip Morris

and ambitious then it weil be very successful(a}.

RECOMMENDATIONS

In the chapters, the Chesterfield target potential smokers were indentified
as: first time smokers, smokers buying long established full flavour filter
cigarettes, namely Marlboro, Winston, Kent and Lucky Stricke and finally
smokers of local brands or cheap brands who want to up grade to international
brands.

Thiz is why we strongly recommend to keep the price of the Chesterfield pack
at L.L. 4.00 in order to meet the needs of the consumers who want to smoke

a class (a) Americah full flavour cigarette but are unable, due to the
drastic reduction in the purchasing poﬁer of the Lebanese pound, to pay

L.L. 6.00 for a pack of Marlboro, Winston,'or Kent. We agree with

Mr. N.Hobeich when he saild that not a penny is gained from the sales of

(a)Philip Morris Call News, Executive Interview May'85 with Mr., Hamish

Maxwell, Chairman and Chief Executive of Philip Morris Int.
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each case 6f Chesterfield due to its low retailer price, But this is
not the important issue; what is important for Chesterfield now is to
gain_market share in the Lebanese market which is almost saturated with
a variety of cigarettes brand, We should always keep in mind that in
this business brand loyalty is high.

Therefore attaining a market share is more important in the short run
for Chesterfield than is the profitability.

From the marketing point of view we highly recommend to diversify the

Above Line (A.T.L.) strategy in order to include Chesterfield commercials

in the FM Radio stations in Lebanon eépecially when we consider the adver-
tising nature and tone of the brand's advertising.

Also we recommend for 1986 to introduce outdoors for Chesterfield's Below
The Line plans (B.T.L.).;-The nature ofrthe campaign can be reflected
through illuminated nebn signs that are very much in line with the adfer-

tising tone and image of the brand,

Chesterfield's Radio Recommendation: Despite” the unofficial status of FM

radio stations in Lebanon,tthe radio is a very good medium for young people

as supported by all the available surveys. In Chesterfield case, the young

are the prime target which makes radio the right medium to be expioited in
parallel with T.V. and cinema.

Why Radio? Hereunder are the advantages of radio as a medium for Chesterfieldsa)
1. Transmissioﬁ is longer than T.V. Radio broadcasts occupy a'greater nuﬁber

of hours than T.V. so that more people and more categories of people ‘at

(8):Philip Morris 1986 Local Lebanon Advertising Media Strategy dated May 15,
1985 Leo-Burnett Beirut.
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different times of the day may be reached.
2, The éopy can be spoken or treated in whatever way the brand requires thus
demanding little effort on the part of the listeners to absort the message es-~
pecially when 1t comegs to the rich creative tone which can be offered for
Chesterfield 1i.e. creative stories and unique remarkable identified music.
3. Thanks to the transistor, walkman and car radio, radio advertising can
be listened to almost anywhere. This creates an extensive range of possibi-

lities for listening, large audiences and many categories of listeners, The

radio can be listened to while doing something else, It glve company and
and entertainment and break the loneliness and monotony.
4, Radio space in Lebanon is inexpensive and thus of very low C.,P.M. (cost
per thousand listeners).
5, According to the time of the broadcast the medium can be useful for
appealing to a specific type of listeners,
6., Commercial FM radio complements commercial T.V. in several wéys;
a- Radio iz mostly listened to outsidé the peak T.V, viewing hours;
b- If also attracts young people who do not wish to watch teleﬁision
and various late night listeners.,
¢- In Lebanon, the F.M, stations enjoy a high listenership among young
peéple and even a huge overspill on adults of different age brackets
whether male or female,
However, our recommendation depends on whether radio advertisements should

include the health warning or not and if it does, what kind of* application
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(a)

is required. According to Mr.R.Trad many ways could be used to tackte

this issue specially when it comes to Chesterfield where radio commercials
can use the song of Chesteffield without the direct brand coverage at the

end (indirect advertising).

Chesterfield Outdoor Recommendation For 1986:

A~ Limited introductory ocutdocrs campaign forf 1386 that covers Big Beirut
and 1ts suburbs 1s recommendable. At a later stage this campaign could be
developed with the increase in market share of Chesterfield.

- 1., Major Quidoor MNeon Billboards.

2. Tlluminated neon banners in entertaimment centers i.e. cinemas,
Ai8C08, 400

(b)

1., Major Outdoor Neon Billboards:- Werecommend together with Leo-Burnett
to fix two big neon billboards: one to be located in the Zouk area, the main
center of recreation and amusement center of West Beirut,

2. Illuminated small neon banners in entertainment centers:- In order to

back up the outdeor neon billboards, it is recommendable to go into similar
small size neon signs to be fixed in cinemas, discos, amusement centers, which
are the right places to attract Chesterfield target éudience.

This proposed campaign is very much in line with all the advertising activities
whether A.T,L. or B,T.L. It directly hits the brand target éudience and
promotedthe image in the right directions. It secures both impact and reach.
Impact Through the creative big size neon billboards.

Reach Through the good locations in cinemas and amusement centers.

(a)R.TPad Account Director at Leo-Burnett Beirut, Handling Philip Morris Account.

{b)

Philip Morris 1986 local Lebanon Advertising Media Strategy Prepared By Leo=-
Burnett Beirut 15th May, 1985.




SUMMARY
Phiilip Morris, a small independant producer, introduced a new Philip
Morrils cigarette in 1932, at a retail price of 15 centa per pack,
3 cents over the price maintained for the dominant brands. Philip Morris
kept one penny to finance an advertising campaign and used the other two
cente to secure distribution and dealer interest. Within six years,

Philip Morrig, became the U.3. fourth largest brand with 6.1% of the

market. One out of five cigarettes smoked in U.S. is a Marlboro. It is

the numbér one selling cigarette in the world{aaf

Philip Morris International had introduced the Marlboro cigarettes in
Lebanon in early nineteen fifties. At that time, the market for imported
filter cigarettes was limited, But as time passed, Marlboro became the
numben one selling cigarette in Lebanon with a market share exceeding 50%.
In the nineteen eighties, the Lebanese cigarette market has many imported
brands from U.S., England an& France, but Marlboro is still maintaing

its position as a market leader'; At this point, Philip Morris reevaluated
its strategy in Lebanon and decided to launch a new full flavour American
cigarette "Chesterfield" the rationale underlying.such a decision were

the following:t-

1. Marlboro is a thirty years old product in Lebanon and it may face what

we call in marketing "the aging process",

(@)74me Magazine July 18th 1983

Econdmy & Business
Pulling Hard Just to Keep up.
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2, Competitors are attacking Marlboro from all sides through price
incentives, heavy advertising and promotional campaigns. Accordingly,
Philip Morris decided-to asslsst in the attack on Marlboro by bringing_.
in a new product "Chesterfield" whose market share will be derived partly
from that of Marlboro and partly from the other available imported brands
in the market.

3. Philip Morris decided to launch Chesterfield in order to meét the young
consumers' mentality who want to smoke a new american cigarette with

a non-classical, fun and young image.

4. Philip Morris responded to the decline in the purchasing power of the
Lebanese’ smoker by providing a class (A) american imported cigarette

at a reduced price of L.L.4.00.

Chesﬁer’f‘ield clgarettes were launched in Lebanon in Jﬁly 1984 supported by
heavy audio-visual advertising campaign in television and cinema theatres,

In addition to this,-direct consumer's contact was provided for Chesterfield
through'the below the line activities in sponsoring musical concerts, dancing
competitions and sports activities. The local distributor of Philip Morris
in Lebanon Ets F.A. Kettaneh recruited-and trained_temporary sales teams to
assisstlthe monopoly of state and its districts' wholesalers in the distri-
bution of Chesterfield packs to the superﬁarkets, retailers and the various
cigarette selling outlets.

The target of Chesterfield, for the first year of the launch to be reached

by end 1985 was 1% of the total domestic Lebaﬁon's cigarette consumption
rmarket. Mr.N.Hobeiche, from the sales development department in Philip Morris

Int. E.E.M.A, division, sald" In the cigarette business brand loyalty is high,
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if we could switch 1% of the potential smokers to Chesterfield and
gain 1% of the Lebanese domestic market then we would have achieved

our target for the first year".

This was actually achleved since the results of the "Lebanons Smokers

Analysis" carried on by the marketing team in Ets F.A. Kettansh on

Nov, ~ Dec'85 has shown that Chesterfield's market shape has exceeded
)

the level of 1% and did resach the level of 1.6%(3 of the Lebanon
domestic market of cigarettes due to the adequate use of the marketing

mix and its 4 Ps {(Product, Place, Price, Promotion).

(a)

"Lebanon's Smokers Analysis carried on by the marketing team
in F.A.Kettaneh, period Nov-Dec'85, from 5000 random smokers
met in the different areas of the country",
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