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Introduction

Juul Labs, colloquially known as ‘Juul’ after its signature device, is a San Francisco-based e-
cigarette company founded by Adam Bowen and James Monsees with the aim of offering an
alternative to smoking carcinogenic traditional cigarettes.The idea for the product was
birthed at Stanford as part of James and Adam’s graduate student thesis in the product
design program. After various iterations and products, the two of them developed the Juulin
2015, the e-cigarette that they would soon be known for. Over the next three years, the
company rapidly gained popularity among young people due to its sleek and discreet and
variety of flavored nicotine pods. By 2018, Juul Labs had become the leading and best-selling
model in the e-cigarette industry, capturing over a third of the e-cig market. In late 2018, Juul
sold a significant stake in its company to Altria (formerly Phillip Morris) for nearly $13 billion.

However, the company just as quickly found itself at the center of a public health crisis, as
reports of a youth epidemic in vaping emerged. Although the product was marketed for use
by existing smokers as a substitute for traditional cigarettes, it was instead being used by
previously nonsmoking young people and in the process, addicting them to the nicotine in
these devices. In this case study, we will explore the evolution of Juul, and examine the actors
and contributing factors in Juul’s success and the harms it caused.

The Origin of Juul Labs

In 2004, two Stanford University graduate students, Adam Bowen and James Monsees, met
while they were working on their thesis for their program in product design. At the time, both
men were smokers who were dissatisfied with both the social stigma around smoking and the

available alternatives to smoking, such as nicotine patches and gum.

James and Adam decided that the problem with smoking was not the nicotine addiction, but

the smoke that smoking tobacco cigarettes generated. The process of smoking left tar in
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peoples’ lungs and released carcinogens in the air. Over these discussions, they also
discussed the social and psychological reasons as to why people smoked, and why the
smoking cessation devices at the time, like nicotine patches and gums, were not as successful
as they could be. Part of that, they determined, was that the process of smoking was an

important ritual to smokers that should be replicated as closely as possible.

They spent much of their spare time talking to each other and fellow smokers about these
challenges. Over time, they began to explore an alternative concept that was just starting to
emerge as a potential alternative to traditional cigarettes. E-cigarettes, also known as vape
pens, e-cigs, or vaporizers, are electronic devices that heat a liquid into an aerosol that can
then be inhaled. In these products, the nicotine remained, but the carcinogens in tobacco

smoke were absent.

E-Cigarettes

Although some proof-of-concepts had been around since the mid-20th century, working e-
cigarettes were arelatively new concept at the time James and Adam were at Stanford. Hon
Lik, a pharmacist and inventor in China, was the first to patent the modern e-cigarette in
2003. By the time James and Adam were pitching their thesis project, a number of other
products had emerged on the market. Some of these were clunky, making them inconvenient
for everyday use, while others, more lightweight models, lacked various components that
would appeal to smokers looking to quit using traditional cigarettes. James and Adam saw an

opportunity to create a sleeker and more compact e-cigarette that would be easy to use and

appeal to smokers looking for such an alternative.

._

»»»»»»
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Hon Lik’s e-cigarette model, the Ruyan'

Example of a cig-alike?

Graduate Thesis: Ploom

James and Adam pitched their thesis with some key details that would come to define their
business model. At the time, many e-cigarettes went out of their way to resemble traditional
tobacco cigarettes, from the white-and-tan color scheme up to the light up tip that looked
like a burning tobacco cigarette. In their presentation, they stressed that they wanted to
create a device that helped smokers forget they wanted a traditional cigarette, while
maintaining the ritual of smoking itself. They wanted to lean towards more futuristic designs

for their product.

The second part of their product’s appeal was flavored e-liquids, a notion that had been
explored, but not in depth before James and Adam. They modeled this idea after the
incoming Nespresso capsules from Europe, where plastic capsules could be inserted in a
coffee machine and be used to create different flavors for an at-home espresso machine. At
their thesis presentation, they pitched their concept as “The Rational Future of Smoking”. Dr.

Robert Jackler, a professor of otolaryngology and a tobacco control expert, was instrumental

! History of electronic cigarettes. 0Z Vapour. (2022, August 14). https://www.ozvapour.com/history-electronic-
cigarettes/
2 What is a cigalike?. Vape Ranks. (2014, May 13). https://vaperanks.com/what-is-a-cigalike/
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in helping James and Adam develop their initial prototype for the e-cigarette as part of their

master’s thesis project.?

Ploom and Ploom ModelOne

Over the next few years after graduation, James and Adam pitched their product and worked
on developing a prototype for an e-cigarette that would be more appealing to smokers than
the existing devices on the market. They focused on creating a sleek and compact design that
would be easy to use and deliver nicotine in a way that closely mimicked the experience of

smoking a traditional cigarette.

To investors in Silicon Valley, they pitched their work as a smoking cessation device, and
stated their hopes to prevent early deaths in mature adult smokers. Ralph Eschenbach at
Sand Hill Angels was one of the first investors in Monsees’ and Bowens’ company - which, by
2007, had been incorporated as Ploom. In retroactive interviews, Eschenbach stated, “They
said they wanted to build a cigarette that would be a lot less dangerous to smokers and could

be enjoyable.™

At this time, smoking cessation campaigns had been rising for several decades and were
becoming a greater part of the public consciousness. In 2009, newly inaugurated President
Obama enacted the Family Smoking Prevention and Tobacco Act into law, giving the US Food
and Drug Administration (FDA) the ability to regulate tobacco products, including traditional
cigarettes and smokeless tobacco products - but notably, not e-cigarettes just yet. With this
new authorization, the FDA quickly banned flavored products in traditional cigarettes, citing

that flavored cigarettes were marketed towards underage youth as a gateway product.

However, there were still some restrictions on e-cigarette products at this time. The FDA
restrictions prevented Ploom from claiming its product was safer than cigarettes, despite the
fact that James and Adam created this product to solve the issue of . So in their investment

pitches, they also were eyeing another market: social smokers—largely young millennials

3 Juul Labs. (2019). Adam and James’ Thesis Presentation. YouTube. Retrieved June 19, 2023, from
https://www.youtube.com/watch?v=7BDLgWCjsMM

4 Creswell, J., & Kaplan, S. (2019, November 23). How Juul hooked a generation on nicotine. The New York Times.
Retrieved June 19, 2023, from https://www.nytimes.com/2019/11/23/health/juul-vaping-crisis.html
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who were occasional smokers. In these early rounds of funding, James and Adam were able
to raise over $900K in 2007 in seed funding, and $4.2 million dollars in their series Around in
20095

In 2010, James and Adam’s company released their first product, the Ploom modelOne. This
e-cigarette was a closed system e-cigarette that resembled their initial prototype from their
graduate student days, complete with six flavors. The $40 product was a moderate success
and received praise from a handful of news outlets that lauded its innovative approach to
smoking.® However, it had to compete with $10 disposable, battery-powered e-cigarettes
from the Chinese e-cigarette industry. While viewed as a promising start, the Ploom

modelOne ultimately only sold a few thousand units.

Ploom ModelOne

® Pitchbook. (n.d) Pax Company Profile. Pitchbook. Retrieved March 22, 2023 from www.pitchbook.com

® Keeley, A. (2012, July). Https://stanfordmag.org/contents/vice-made-nice. Stanford Magazine. Retrieved June
19, 2023, from https://stanfordmag.org/contents/vice-made-nice
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Ploom modelOne Flavors?®

User Testimonials

“It didn’t pack much of a nicotine punch ... often the feedback on the ModelOne was that,

‘that was cool, but now | just want a cigarette.””

- TheVaping Fix, Wondery Podcast®

“Ploomis a ... vaporizer that has a cigarette-esque form factor and produces enough smoke
to make it feel like a smoke ... The smoke | found curiously unsatisfying, too, but | smoke

cigars. So your mileage may vary.”

7 Biggs, J. (2010, May 21). Review: Two Smokeless Cigarette Solutions, green nicotine and Ploom. TechCrunch.
https://techcrunch.com/2010/05/21/review-two-smokeless-cigarette-solutions-green-nicotine-and-ploom

8 Ploom modelone Portable Vaporizer. stupidDOPE.com - Online Lifestyle Magazine. (2010, November 15).
https://stupiddope.wordpress.com/2010/11/15/ploom-modelone-portable-vaporizer,
% Beil, L. (Host). (2021, May 10). Playing with Fire (1). in 7he Vaping Fix. Wondery. wondery.com/shows/the-
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- Rob Beschizza, stupidDOPE.com

The Pax Vaporizer

In 2012, the company Ploom launched Pax, a premium vaporizer designed for loose-leaf
tobacco or any other recreational herb such as marijuana (as opposed to the closed e-liquid
system of the Ploom modelOne). The product, with its multiple anodized aluminum colors,
seamless design, and simple interface, was compared to the 'iPhone of e-cigs' by multiple
news outlets, including TechCrunch® and FastCompany*!. Ploom (which quickly rebranded as
PAX Labs) hosted multiple launch parties marketed towards young adults in parts of San
Francisco to successfully market the Pax Vaporizer. While the Pax vaporizer was praised,
Adam and James still looked to create a viable product with closed-system e-liquids, which

they believed to be the more promising and commercially viable option in the long run.

Pax Vaporizer

Discussion Questions

1. What problem did James and Adam seek to solve?

2. What did they identify as some of the issues with existing e-cigs?

3. Who was their target audience at the time of the presentation? Who were the
stakeholders involved in their company and work? Did this audience change over

time?

0 Wwilson, M. (2012, June 11). Ploom Pax could be the iPod of Tobacco. But Marketing It Is A Battle. Fast
Company. https://www.fastcompany.com/1669992/ploom-pax-could-be-the-ipod-of-tobacco-but-marketing-it-
is-a-battle

" Biggs, J. (2012, June 18). Smoke Up: An Interview With The Creator of The Ultracool Pax Vaporizer.
TechCrunch. https://techcrunch.com/2012/06/17/an-interview-with-the-creator-of-the-ultracool-pax-vaporizer/
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4. What were some of the design and marketing references that James and Adam

actively cited/used?

Part 1: The Development of the JUUL

Nicotine Salt Breakthrough

One of the significant challenges of the initial Ploom modelOne prototype was that it didn’t
deliver nicotine in a way that satisfyingly replicated the highs of traditional cigarettes. This
resulted in an e-cigarette where smokers would often want a traditional cigarette instead
after trying their Ploom modelOne product. But by late 2013 to early 2015, James and Adam
were able to develop and patent the use of nicotine salts in their e-cigarettes, leading to a
nicotine delivery experience that closely emulated traditional cigarettes. With this
development and the knowledge gained from their first two products, James and Adam

sought to create the e-cigarette they had imagined all those years ago.

I Combustion cigarette

B Eliquid - Nicotine salt

20

[

Blood nicotine (mg/ml)

Time after first puff (min)
Data source: PAX Labs

Nicotine Salt Delivery*?

12 Webster, N. (2019, August 3). A guide to nicotine salt e liquids vs Freebase Nicotine vape juice.\Vape UK.
https://vapeuk.co.uk/blog/nic-salts-vs-freebase-nicotine
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Discussion Questions

1. With the development of this product and the lesson that they’ve learned, how would
they approach creating and designing their new product?

2. How does developing this new e-cig change from the creation of the initial prototype?
What lessons have James and Adam internalized? How have pressures and interests

changed for them?

James and Adam are now looking to revisit their initial product and create a more effective e-
cigarette that aligns with their goals and the lessons that they’ve learned over time. What are

the questions they should ask before developing this product?

Risk Assessment

1. Break outinto groups to discuss Artefact’s Tarot Cards of Tech. What questions
around the potential harms of this product does this bring up?

2. Fill out the risk assessment and risk mitigation strategies.

3. Share mitigation strategies that they developed.

The Launch

In June 2015, the Juul e-cigarette was launched by Pax Labs. It was praised for its design — a
sleek and compact e-cigarette that was discreet and easy to use. Compared to the many of
the more customizable — and more complex — devices on the market, this Juul device
consisted of only two main components — the battery and the pod. The battery was the
rechargeable, rectangular-shaped device that housed the electronics. The pod was a small
disposable cartridge that contained a pre-filled e-liquid, often flavored. To use the Juul e-
cigarette, you simply had to snap the pod into the top of the battery, and inhale on the
mouthpiece to activate the device. It was draw-activated, which meant it did not have a

button or switch to turn it on or off.

Most notably, the Juul e-cig used the proprietary nicotine salt formula, which provided a
nicotine hit that more readily emulated the delivery of nicotine from traditional cigarettes. On
its launch, it also contained four flavors: Virginia Tobacco, Cool Mint, Fruit Medley, and Creme

Brulee (and would go on to release an additional four flavors of sweet and fruity flavors).
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Many similar e-cigarettes have gone on to copy many strategies that the Juul employed here,

especially flavors, to great effect.?

From a marketing standpoint, the Juul team continued to name and target their primary
audience as social smokers - in their words, the casual smoker or those who primarily
smoked in social settings. Similar to their Pax Vaporizer launch events, they hosted 25 launch
parties in several cities in metro New York, metro Los Angeles, Las Vegas, Miami, and more.*
They also launched their #Vaporized marketing campaign, a colorful social-media targeted

campaign featuring young adults.

. i

Juul Launch Parties, 2015*°

Part 2. Who is responsible?

Overview

Seemingly overnight, the Juul exploded in popularity in its first year. It captured a significant
part of the e-cigarette market share, and by the end of 2017, had spun off from its parent
company, Pax Labs, to become Juul Labs - which now focused independently and solely on
the Juul product. In Juul Labs’ first round of funding, it raised $111.5 million.'® By November
2017, Juul had sold 1 million units and captured a third of the nicotine e-cig market, officially

making it the best-selling e-cigarette on the market. In many ways, Juul Labs was at the top

13 The JUUL copycats that are flooding the market. Truth Initiative. (2018, August 8).
https://truthinitiative.org/research-resources/emerging-tobacco-products/juul-copycats-are-flooding-market
14 Stanford University. (2023). Collection: JUUL Events. Stanford Research into the Impact of Tobacco
Advertising - SRITAhttps://tobacco.stanford.edu/pods/juul/juul-events/

5 We got #VAPORIZED: Inside the Juul Launch Party. Guest of a Guest. (2015, June 6).
https://guestofaguest.com/new-york/events/we-got-vaporized-inside-the-juul-launch-party

16 pitchbook. (n.d) JUUL Company Profile. Pitchbook. Retrieved March 22, 2023 from www.pitchbook.com
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of the industry, and James and Adam had accomplished what they had sought out to achieve

all those years ago.

However, there had been more and increasingly louder concerns about Juul’s target
audience. Stephen Colbert had spoken about Juul’s marketing to young people on The Late
Show in October 2015.*" Several national news outlets had reported on youth vaping,
specifically with Juul products, including NPR, Business Insider,and CNN from late 2017 to
early 2018.181°

When the results of the 2017 National Youth Tobacco Survey, conducted by the CDC, were
released, it was revealed that the most used tobacco products in 2017 were e-cigarettes, and
that one in five teenagers vaped. It also found that flavored e-cigarette products were
popular among youth, with 81% of current youth e-cigarette using flavored products — the
most common ones being fruit, menthol, mint, and other candy or dessert flavors. By
September 2018, FDA Commissioner Scott Gottlieb declared youth vaping a national

epidemic.?®

Who is responsible for Juul’s impact on youth vaping?

Juul Labs

When the news began to break of a youth vaping epidemic, all eyes were on Juul Labs itself —
and in many ways, rightfully so. Many of the steps that Juul Labs, and their founders, Adam
Monsees and James Bowen, had taken in the process to create, iterate on, and market their

product seemed to directly correlate with targeting youth markets - with the most

7Youtube. (2015). Vaping is So Hot Right Now. The Late Show with Stephen Colbert. Retrieved June 19, 2023,
from https://www.youtube.com/watch?v=PMtGca_7leM

18 Stein, R. (2018, December 17). Teen Vaping Soared In 2018. NPR. https://www.npr.org/sections/health-
shots/2018/12/17/676494200/teen-vaping-soared-in-2018

¥ Howard, J. (2018, December 17). Teen vaping continues to rise while other drug use declines, survey finds.
CNN. https://www.cnn.com/2018/12/17/health/vaping-teen-drug-use-2018-survey/index.html

20U.S. Food and Drug Administration. (2018, September 11). Statement from FDA Commissioner Scott Gottlieb,
M.D., on new steps to address epidemic of youth e-cigarette use. Fda.Gov. Retrieved June 19, 2023, from
https://www.fda.gov/news-events/press-announcements/statement-fda-commissioner-scott-gottlieb-md-new-
steps-address-epidemic-youth-e-cigarette-use
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compelling evidence falling firmly in both the design of the product and its marketing

process.

Flavors

A signature feature of the product were its distinctive flavors. They played a central role in the
product’s marketing, with special emphasis on the sweet and fruity flavors. Juul, at the height
of its popularity, had eight flavors - Virginia tobacco, classic tobacco, mint, menthol, cool
cucumber, mango, creme brulee, and fruit medley. JUUL had also registered over fifty flavors
with the FDA, including peanut and jam, apple crumble, peach ginger tea, and more -

although most of these other flavors did not appear on the marketplace.?

When Ploom was first pitched, James and Adam’s rationale for including flavors was to make
their e-cigarettes more appealing to adult smokers who were looking for a less harmful
alternative to traditional cigarettes. According to the company, the use of flavors made it
more likely that smokers would successfully switch to e-cigarettes. It was this ethos, which
stemmed from their first presentation as graduate students, that followed them to the
creation of Juul and its incorporation of flavored e-liquids.

JUUL Do you bruiée?
#JUULpods bi

f you enjoy dessert without the spoon with our Creme Brulee
wvDK38

JUUL @ @JUULvapor - 15 Sep 2017 v
wvDK3E JUUL  #5ruitFriday: enjoy Fruit Medley #JUULpods today for the flavor of peaches,
. ) grapes & berries + subtie herbal notes bit.ly/2h6OEsl

e
“ @
'
R

" /.
v Q.,

Juul Labs’ Instagram, 2017

However, critics of Juul and other e-cigarette companies that also market flavors argued that

the inclusion of flavors has the primary effect of appealing to young people and that flavors

2L stanford University. (2023). Collection: Flavors. Stanford Research into the Impact of Tobacco Advertising -
SRITA. https://tobacco.stanford.edu/pods/juul/flavors/
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were a major factor in the youth vaping epidemic.?? Notably, the FDA had already banned
flavors from cigarettes to deter youth from smoking in 2009. In 2004, 17 year old smokers
were more than three times as likely as those over 25 to smoke flavored cigarettes, and they
viewed flavored cigarettes as safer. Among the more famous flavored cigarette products was
that of Camel Exotic Blends by R.J. Reynolds, which had similarly food-based flavors such as
Twista Lime, Kauai Kolada and Warm Winter Toffee.?> Consequently, there was no feasible
argument that people such as James and Adam could be unaware of flavors’ ability to attract

younger audiences and what that might have meant for their own e-cigarette product.

Design

The design of the Juul quickly came under scrutiny. While looking at competitors, James
Bowen and Adam Monsees often mentioned how rival e-cigarettes and vaporizers were too
complex and clunky. They sought to design an e-cigarette that was the antithesis of both—

simple and subtle.

However, the subtle design of the Juul e-cigarette, sometimes reminiscent of the colorful
Apple iPods of the same time period, also made it difficult to track and halt youth vaping. The
Juul was often compared to a flash drive, and youth vaping health experts and educators
noted that it was easy to bring and hide in a backpack or sleeve.** Later on, other e-cigarettes
also emulated some of these designs, resulting in a collection of vaping devices that

resembled technology devices or stationery tools like pens, highlighters, and more.?

22J.S. Department of Health and Human Services. (2019, November 5). NIH-funded study finds teens prefer mint
and mango vaping flavors. National Institutes of Health. Retrieved June 19, 2023, from
https://www.nih.gov/news-events/news-releases/nih-funded-study-finds-teens-prefer-mint-mango-vaping-
flavors

2 Harris, G. (2009, September 22). Flavors banned from cigarettes to deter youths. The New York Times.
Retrieved June 19, 2023, from https://www.nytimes.com/2009/09/23/health/policy/23fda.html

24 Chen, A. (2017, December 4). Teenagers embrace juul, saying it’s discreet enough to vape in class. NPR.
Retrieved June 19, 2023, from https://www.npr.org/sections/health-shots/2017/12/04/568273801/teenagers-
embrace-juul-saying-its-discreet-enough-to-vape-in-class

%5 UNDO. (2019b). Flavored Tobacco | Hiding in Plain Sight (can you spot this teen’s vapes?). YouTube. Retrieved
June 19, 2023, from https://www.youtube.com/watch?v=fiDP8rTktWw
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Marketing
From the beginning, Juul Labs sought to engage social smokers and remove the social stigma
around smokers by making it socially acceptable to vape. With that came Juul’s marketing

campaign.

In the mid-2010s, Juul Labs’s creative director, Steven Bailie and creative firms to develop its
#Vaporized campaign. These advertisements were brightly colored featuring young, twenty-
something models, and prominently featured on both Juul’s website and in prime locations,

including Times Square.

Juul’s #Vaporized Campaign®

Juul was also notable for its efforts to advertise heavily on multiple social media platforms,

which skewed towards younger audiences. Juul Labs had paid “influencers” to create

26 Stanford University. (2023). Collection: Vaporized. Stanford Research into the Impact of Tobacco Advertising -
SRITA. https://tobacco.stanford.edu/pods/juul/vaporized/
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conversations about their brand on social media platforms, including Facebook, Instagram

and Twitter.””

Juul also hosted at least twenty five events between June 4 and December 8, 2015 to launch
the Juul product itself. These attendees were young trendsetters, images of the Vaporized
campaign were prominently portrayed, and free samples of Juul’s devices and vapor pods
were distributed in large quantities. Juul and their partner organizations on these events

reported that 5000+ free samples were distributed per event.?

Juul’s social media campaign and launch parties made vaping more attractive to younger
audiences. Although the company stressed that it only intended to attract adult smokers, its
use of social media, colorful imagery and ads, youthful models and launch parties to drive
engagement made Juul look far more appealing to younger audiences, including high school

students.

Discussion Questions
1. InJuul’'s marketing attempts, what went wrong? What audience were they trying to
market to, and how could they have changed their messaging?
2. Are Juul’s flavors necessary to their product goals and mission? What other strategies

could they have pursued in regard to their product design?

27 stanford University. (2023). Collection: Instagram. Stanford Research into the Impact of Tobacco Advertising -

SRITA. https://tobacco.stanford.edu/pods/juul/instagram/

28 Stanford University. (2023). Collection: JUUL Events. Stanford Research into the Impact of Tobacco
Advertising - SRITAhttps://tobacco.stanford.edu/pods/juul/juul-events/
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3. What can Juul do to mitigate their efforts now?

Retailers & Third Party Marketers

Retail

In its early years, Pax Labs and Juul Labs relied heavily on retail locations to generate sales.
They partnered with convenience stores, gas stations, and other accessible areas where
cigarettes were often available. They worked with national retailers, including 7-Eleven and

Circle K. By 2019, Juul products were sold in over 100,000 retail stores.?

In an effort to focus on social smokers, Pax Labs had also sought the opportunity to partner
with high-end fashion retail partners for both the Pax Vaporizer and the Juul. By the end of
2015, these partnerships included Odin New York, Notre in Chicago, Tenet in Southampton,
and LA’s American Rag.*® At some locations, such as LA’s American Rag, launch parties were
hosted by Pax Labs.*!

2 Maloney, J. (2019, May 30). Juul explores opening its own e-cigarette stores. The Wall Street Journal. Retrieved
June 19, 2023, from https://www.wsj.com/articles/juul-explores-opening-its-own-e-cigarette-stores-in-u-s-
11559235262

30 Cision Distribution. (2015, September 18). PAX Labs, Inc. Announces Fashion Retail Partnership With American
Rag. PR Newswire. Retrieved June 19, 2023, from https://www.prnewswire.com/news-releases/pax-labs-inc-
announces-fashion-retail-partnership-with-american-rag-300145772.html; Schillinger, J. (2015, November 8).
PAX lab, inc. partners with chicago’s notre shop. Felix Magazine. Retrieved June 19, 2023, from
http://felixmag.co/2015/08/11/pax-lab-partners-chicagos-notre-shop/.; Lutz, S. (2015, March 26). Pax labs, Inc..
announces First Fashion Retail Partnership with Odin New York. PAX Labs, Inc. Announces First Fashion Retail
Partnership with Odin New York | Business Wire.
https://www.businesswire.com/news/home/20150326005211/en/PAX-Labs-Announces-Fashion-Retail-
Partnership-Odin

31 Holme, B. (2015, September 28). Pax Labs & American Rag Launch Event Recap: Social The Lifestyle Magazine.
Social the Lifestyle Magazine. https://socialifestylemag.com/2015/09/pax-labs-american-rag-launch-event-

recap/
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Adisplay at Notre in Chicago®

However, many retail locations that sold Juuls failed to do age-appropriate verification when
selling these products. In April 2018, the US Food and Drug Administration (FDA) issued a
cease and desist letter to Juul’s retail partners, including convenience stores and gas
stations, warning them against selling Juul e-cigarettes to minors. The FDA had conducted a
nationwide undercover operation and found that many retailers were illegally selling e-
cigarettes to minors, including Juul products, which had become increasingly popular among

teenagers.*

The FDA letter warned retailers that they could face fines and other penalties if they
continued to sell Juul products to minors. The letter also called for Juul Labs, the
manufacturer of Juul e-cigarettes, to take action to prevent underage use of its products,
including strict age verification measures and limiting the marketing and promotion of its

products to adults only.

32 Fumo, N. (2015, October 13). Pax has brilliantly positioned itself as fashion’s vaporizer. Racked.
https://www.racked.com/2015/10/13/9514363/pax-vaporizer

3 Warning Letters and Civil Money Penalties Issued to Retailers for Selling JUUL and Other E-Cigarettes to
Minors. (2018). US Food and Drug Administration. Retrieved June 19, 2023, from https://www.fda.gov/tobacco-
products/ctp-newsroom/warning-letters-and-civil-money-penalties-issued-retailers-selling-juul-and-other-e-

cigarettes
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Third Party Marketers & Influencers

In its marketing efforts, Juul worked heavily with external companies and influencers. Their
launch parties in 2015 were organized by BeCore, a Los Angeles marketing and branding firm.
Boxman Studios modified a shipping container into a space for a sampling experience for

consumers. One Los Angeles event was an all night “slumber party” managed by Cinespia.

Juul recruited celebrities and influencers to show up to these events and market their
products. Juul events featured popular bands such as CHAPMAN, illuminati AMS, Mary Kwok
and others. In their social media campaigns, Juul also had a team of paid influencers that

would highlight the Juulin their content and posts to stimulate further engagement?*.

Discussion Questions
1. What responsibility do influencers and brand deals have to make sure the product
they are promoting is safe?
2. Are there some retailers that should not have partnered with Juul?
3. Isitonthe manufacturer (Juul) or the retail location to be responsible for checking
IDs? Should Juul have been more stringent or strict with their retail partners on

checking patrons’ ages, or would that have been an overreach of the manufacturer?

Regulatory Agencies: The US Food and Drug Administration
The US Food and Drug Administration (FDA) is a US federal agency, and the one most directly

responsible for many of the regulations of the tobacco industry at large. In 2009, the Family
Smoking Prevention and Tobacco Control Act was signed into law on June 22nd, and gave the
FDA the authority to regulate the manufacture, distribution, and marketing of tobacco

products.

However, this law did not include electronic nicotine delivery systems (such as e-cigarettes
and vape pens) until late 2016, in which an additional rule amended the prior Tobacco
Control Act. In addition, there were several provisions aimed at restricting youth access to

tobacco products, including:

34 Stanford University. (2023). Collection: JUUL Events. Stanford Research into the Impact of Tobacco
Advertising - SRITA. Retrieved June 19, 2023, from https://tobacco.stanford.edu/pods/juul/juul-events
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® Not allowing products to be sold to persons under 18 years of age

® Requiring age verification by photo ID

e Notallowing the selling of tobacco products in vending machines (unless in adult-only
facility)

® Not allowing the distribution of free samples

FDA Commissioner Scott Gottlieb, first appointed in May 2017, had to face both the concerns
of the vaping community as well as the industry and the teenagers and parents of the youth
vaping epidemic. Although various news outlets had reported on youth vaping concerns in
the past few years, it was not until 2017’s National Youth Tobacco Survey results were

released that Scott Gottlieb and the FDA began to take significant action.

In April to June of 2018, the FDA issued warning letters and civil financial penalties to retailers
who were selling Juul and other e-cigarette products to youth illegally. In September 2018,
Gottlieb called teenage vaping an epidemic and told Juul and other e-cigarette makers they
had 60 days to submit plans detailing ways to combat drug use. In October 2018, the FDA

raided Juul headquarters and seized thousands of documents.

Further investigations quickly followed, including both a Senate and House of
Representatives investigation, an Federal Trade Commission (FTC), investigation on Juul’s
use of influencers, and a further investigation on Juul’s portrayal of e-cigarettes as

completely safe.

For many of these investigations and inquiries, Juul largely complied, sometimes even before
the new regulations went into effect. They scaled back their retail partnerships, and first
removed flavors from retail locations before removing them altogether. They delete their
social media accounts, and on their website now, instead of colorful photos of smiling young
adults, there are testimonials and black-and-white photos from older smokers trying to make

a switch to vaping.

Discussion Questions
1. Isthe FDA responsible for the lack of regulatory oversight that led to the youth vaping

epidemic? Could they have responded earlier?
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2. Should Juul and other vaping competitors have followed the guidelines and
regulations set by the FDA on tobacco products previously?

3. Many products regulated by the FDA cannot change their market product once itis
released without the review and approval of the FDA. Had this not been in effect, this
could have led to a revision of the Juul product that made it safer and less youth-
friendly. Should this rule be relaxed in certain circumstances?

4. Doesthe FDA’s role as a government agency mean they are more responsible or
culpable in the youth vaping epidemic compared to other involved parties?

5. Inother countries, there are regulations on the level of nicotine salt in vaping products
or restrictions on marketing for similar products. Should the FDA or other government

agencies or bodies enact similar policies?

Outcome

Since 2018, multiple state and federal agencies and legislative bodies have investigated
vaping as an epidemic, and in some states and cities, the social problem has even been put to
a direct vote. In California, Proposition 31 passed in 2022, and banned the sale of flavored
tobacco products. In July 2022, the FDA enacted a marketing denial order (MDO) that
required Juul to halt the selling and distribution of the JUUL device and JUULpods.* While
this MDO shortly received an administrative stay and is under review, the damage among the
public and shareholders was apparent. Juul Labs, its product, and its marketing were the face

of the youth vaping epidemic.

Since these regulatory and legislative actions have taken place, Juul has considerably
adjusted both its product and marketing to respond to these critiques. Juul’s website now

features older smokers who emphasize Juul’s role in their lives as a smoke reduction tool.

However, while Juul Labs has responded and adjusted both its product and marketing to

respond to the criticisms, their tactics have since been emulated by other vaping companies,

35 FDA Denies Authorization to Market JUUL Products. (2022, June 23). U.S. Food and Drug Administration.
Retrieved June 19, 2023, from https://www.fda.gov/news-events/press-announcements/fda-denies-
authorization-market-juul-products
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such as Vuse, NJOY, and more.* Youth vaping still remains a major concern among public

health officials today.

Part 3: Altria’s Acquisition

In late 2018, one of the world’s largest tobacco companies, Altria, sought to purchase a 35%
non-voting stake in Juul Labs for $12.8 billion dollars. This would increase Juul Labs’ value to
a total of $38 billion, which more than doubled its worth from its current valuation of $16

billion.*”

Altria had been a major player in the tobacco industry for decades. Under its previous name,
Phillip Morris, it had a long history of marketing to teenagers and misrepresenting the health
risks of smoking. More recently, shortly after Juul’s astronomic success, Altria had shifted its

marketing and some of its product line to include e-cigarettes.®®

However, Juul’s original mission of smoking reduction and cessation meant that for a long
time, it had framed itself as the underdog in comparison to Big Tobacco. Vaping, as per their
mission, was meant to reduce the intake of carcinogens present in burning tobacco. Over
time, vaping (and in particular, the Juul) had captured a significant part of the market share

that would have otherwise gone to companies like Altria.

The deal was a double-edged sword. Altria had major distribution channels that meant that
Juul would be stocked in retail on a much larger scale - and right alongside traditional
cigarettes. Sharing the same shelf space as these cigarettes meant that they had a much
larger chance of directly marketing to their primary audience — current smokers. At the time,

Juul had estimated partnerships with 90,000 US retail locations. By comparison, Altria’s reach

36 Juul Labs Action Plan: Underage Use Prevention. (2018, November 13). Juul Labs. Retrieved June 19, 2023,
from https://www.juullabs.com/juul-labs-action-plan/

37 Levy, D. T., Sweanor, D., Sanchez-Romero, L. M., 0’Connor, R., Goniewicz, M. L., & Borland, R. (2019). Altria-juul
labs deal: Why did it occur and what does it mean for the US nicotine delivery product market. 7obacco Control,
29(1). https://doi.org/10.1136/tobaccocontrol-2019-055081

3 Gilette, F., Kaplan, J., & Chambers, S. (2017, March 8). Big tobacco has caught startup fever. Bloomberg.
Retrieved June 19, 2023, from https://www.bloomberg.com/news/features/2017-03-08/big-tobacco-has-caught-

startup-fever
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extended to 230,000 US locations. These locations—and the Altria partnership—could even
help Juul appeal to older smokers, an audience that they had been less successful with

previously.

Juul Labs had also been running into more controversy because of the relatively deregulated
market of e-cigarettes and vaporizers, including the FDA’s recent string of regulations against
Juul’s retail partners. If Juul accepted the Altria deal, Altria could help them navigate
regulatory waters more clearly — especially with the concerns of youth use of Juul’s

products.

On the other hand, the deal would mean that Altria could gain significant decision-making
power and influence at Juul Labs. To outsiders, this could look like Juul was “selling out”,
profiting and collaborating with their publicly sworn enemy. Altria also had a line of e-
cigarettes at the time, which they were supposedly planning to shutter. This left the door

open for them to acquire Juul.

Discussion Questions

1. Should Juul agree to the purchase of a 35% stake of their business by one of their
largest competitors?

2. What would their concerns be regarding the FDA?

3. What does Altria stand to gain from this deal? What does Juul stand to gain?

4. Based on your understanding of Juul’s history, would they have accepted or rejected

this decision at different stages of their business? Why, or why not?

Outcome
In December 2018, Altria announced the purchase of the 35% stake in Juul Labs for $12.8

billion. With this purchase, Juul became one of the most highly valued unicorns of Silicon

Valley and its distribution channels skyrocketed.*

3 Beil, L. (Host). (2021, June 8). The Rational Future of Smoking. Episode 6. in The Vaping Fix. Wondery.
wondery.com/shows/the-vaping-fix/
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However, the deal did not help the ensuing controversy that Juul Labs faces, and in many
ways, fanned the flames. FDA Commissioner Scott Gottlieb accused both companies of
backing away from pledges to curb youth vaping. From Juul Labs, by partnering with Big
Tobacco, Juul seemed to have walked back on its promise to disrupt the cigarette industry
with a healthier alternative. From Altria’s perspective, having just shuttered their own e-cig
brand by framing it as making a commitment to prevent youth vaping, the acquisition of Juul
made it seem like a deceptive ploy to simply acquire a more lucrative alternative instead of
investing in its competitor in vaping. In 2020, Altria and Juul underwent investigation for
violation of antitrust laws. While this case was eventually dismissed, it cemented the damage
done to Juul’s reputation. To solidify Altria’s hold on Juul Labs even further, in late 2020,

Altria converted its non-voting shares in Juul Labs to voting shares.*

Almost as quickly as Juul’s value rose, it fell. Altria slashed the value of its stake in 2019 and
attributed this to unexpected market shifts, including regulatory enforcement. This decision
devalued Juul from its $38 billion value to $24 billion. Next, amid the COVID-19 global
pandemic, Juul laid off over 1,000 of its employees, and in October 2020, Juul Labs cut its

valuation first to $10 billion to, just a few short days later, $5 billion.*

By September 2022, Altria further slashed its originally nearly $13 billion investment in Juul to
just 97% of what it originally paid — $450 million.*? This allowed Altria the option of exiting
the non-compete clause with Juul and to invest in or engage with any other e-vapor

businesses.”® As a result, Juul is now valued at about 1 billion. And by 2023, Altria had

40 Altria Group, Inc. (2020, November 12). Altria Announces Conversion of Its Non-Voting Shares in JUUL; Does
Not Intend to Exercise Governance Rights Pending FTC Litigation Outcome. Altria Group, Inc. Retrieved June 20,
2023, from https://investor.altria.com/press-releases/news-details/2020/Altria-Announces-Conversion-of-Its-
Non-Voting-Shares-in-JUUL-Does-Not-Intend-to-Exercise-Governance-Rights-Pending-FTC-Litigation-
Outcome/default.aspx

“ Ponciano, J. (2020, October 30). Juul’s valuation has tanked 85% in less than two years-it could get worse.
Forbes. Retrieved June 19, 2023, from https://www.forbes.com/sites/jonathanponciano/2020/10/30/juuls-
valuation-has-tanked-85-in-less-than-two-years/

2 paramasivam, P., & Rajesh, A. M. (2022, September 30). Marlboro maker Altria opts to end non-compete deal
with juul. (S. Ganguli, Ed.) Reuters. Retrieved June 19, 2023, from https://www.reuters.com/business/altria-opts-
end-non-compete-agreement-with-juul-2022-09-30/

3 Altria Group, Inc. (2022). Form 8-K 2022. U.S. Securities and Exchange Commission.
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000764180/000076418022000094/m0-20220929.html
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acquired the vaping startup NJOY for 2.75 billion, demonstrating a clear shift in their e-
cigarette partnerships. NJOY’s primary product, the NJOY Ace, was a vape that contained pre-

filled pods with multiple flavors.*

Juul, which had once commanded 75% of the U.S. market share in 2018, now held about 30%
of the market.* Policies such as the FDA’s marketing denial order in July 2022 and California’s

Proposition 31 in November 2022 further stymied any opportunities for a climb in sales.*

All within one year, Juul Labs settled numerous lawsuits - first in September 2022, Juul
agreed to pay at least $438.5 million in a settlement with over 30 U.S. states over their
marketing to underage people.*” In December of the same year, Juul settled more than 5,000
cases brought by approximately 10,000 plaintiffs, including personal injury, consumer class
action, and more cases. And on April 12, 2023, Juul announced its decision to pay an
additional $462 million to settle legal claims over false marketing to six states — California,
Colorado, Illinois, Massachusetts, New Mexico and New York.* With their legal challenges,
wariness from regulatory agencies, and public image tied with the youth vaping epidemic,
Juul Labs’s future continues to remain uncertain — and so does the future of the millions of

people impacted by Juul.

Author:
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