
SERVICES AGREEMENT 

This Agreement is between: 

Philip Morris International Management SA, a corporation organized under the laws of Switzerland, 
with offices at Avenue de Rhodanie 50, 1007 Lausanne, Switzerland ("PMIM''), and 

The University of Zurich, Department of Economics, a University organized under the laws of 
Switzerland, with offices at Ramistrasse 71, 6006 Zu1rich, Switzerland ("University") 

(each a "Party"; together the "Parties"). 

THE PARTIES HEREBY AGREE AS FOLLOWS: 

l. DEFINITIONS 

1.1 [n this Agreement, the following terms shall have the meaning indicated below: 

''Affiliate" means any entity which controls, is controlled by or is under common control with the 
relevant Party, and "control" means the ability, directly or indirectly, to direct the affairs of 
another by means of ownership, contract or otherwise. 

"Agreement" means this Consulting Services Agreement, including its Schedules. 

"Confidential Information of Pl\flM" shall include all Work Product and any business and/or 
technical infonnation (i) concerning the tenns and conditions of this Agreement, (ii) concerning 
the respective products, operations, research and developmont efforts, inventions, trade secrets, 
computer software, plans, intentions, market opportunities, sales, processes, recipes, formulae, 
vendor and customer relationships, finances, and other bu11iness operations and affairs of PMIM 
and its Affi1iates, and (iii) of third parties that PMIM nnd its Affiliates maintains ii, confidence, in 
eaob case wl1ich is disclosed to University or its Affiliates in written and/or other materials, or 
through the access of University Personnel to tbe premises, equipment or facilities of PMIM or 
any of its Affiliates, or by oral communication with employees, consultants, or agents of PMIM 
or its Affiliates, and all tangible embodiments of such infonnation. 

"Confidential Information of University" shall include all information and materials 
concerning the University Materials that PMIM and its affiliates gain knowledge of because of 
this Agreement and the Services that University is providing under this Agreement. 

"Univenity Materials" means all University's own proprietary methodologies, techniques, 
processes, inven~ions, innovations, concepts and know-how, including but not limited to 
computer code, statistical testing procedures, fonnulas and equations developed for the purposes 
of analyzing data provided by PMJM. 

"University Personnel" means bona fide employees of University and Subcontractors. 

"Intellectual Property Rights" means all rights in any country or jurisdiction in patents, 
inventions, trade secrets and other rights in know-how, copyrights (including any extensions or 
renewals), rights affording equivalent protection to copyright, data, rights in dntabases, registered 
designs, design rights, industrial designs and utility models trademarks, trade names, business 
names, trade dre.~s, logos, domain names and all regislmtlons or appliculions to register any of the 
foregoing items. 

"Schedule" means a schedule attached to this Agreement, which Schedules fonn part of and are 
hereby incorporated by reference into this Agreement. 



"Services" means all the services, tasks, activities and other work to be performed by University 
(and, as applicable, the Work Product to be provided by University) pursuant to this Agreement, 
as further set forth in Section 2 and Schedule I of this Agreement. 

"Subcontractor" means a contractor who has been (i) contracted by University to provide certain 
Services, (ii) identified by University for PMIM, and (iii) authorized in advance in writing by 
PMIM to perform such Services. 

"Wotk Product" means processed materials in final fonn, including but not limited to reports, 
surveys, data analyses, drawings, designs, photographs, plans and recommendations, which have 
been prepared or developed by University Personnel for PMIM through the provision of the 
Services. Work Product excludes University Materials. 

2. SERVICES 

University shall provide the Services, and deliver to PMIM all required Work Product, as specified in 
Schedule 1. 

2.1 Insofar as Services performed by the University require, PMIM will make information available 
to it and will provide access, system entry, and user authorizations by issuing the required 
instructions and security guidelines. The data required from PMIM for the services shall be 
provided by PMIM to University as agreed between the Parties in Schedule 1. 

3. UNIVERSITY PERSONNEL 

3.1 University shall provide Services through fully trained and competent University Personnel (as 
described in Annex 1 to Schedule 1 of this Agreement) having a skill level appropriate for the 
tasks assigned to them: 

3.2 University shall have sole responsibility for all employment-related matters involving its 
employees who provide Services, including (i) obtaining work permits Bnd any other required 
authorizations and pennits and (Ii) compensation, including payment of all social charges in 
accordance with applicable laws. 

3.3 At no time shaJl any Party be deemed to be the employer of the other Party, nor shall any such 
persons be eligible to participate in any benefit plan or program offered by PMIM and/or its 
Affiliates or the University, 

3.4 University shall not subcontract or otherwise delegate all or part of its obligations hereunder 
without the prior written consent of PMIM. Any such written consent shall not relieve University 
from any liability or obligation hereunder. University shall be responsible and liable for the acts, 
errors, omissions and defaults of any Subcontractor as fully as if they were the acts, errors, 
omissions or defaults of University. 

4, COMPENSATION AND EXPENSES 

4.1 As full compensation for the Services provided in accordance with this Agreement, PMIM shall 
pay University the monthly fee of CHF 9,000 excl. VAT, if applicable and University overhead 
of CHF 900 per month, to be paid each month following the Effective Date and concluding llS of 
the tennination date of this Agreement, as explained in Annex I to Schedule I (the "Fee"). VAT, 
if applicable shall be paid additionally by PMJM. 

4.2 In addition to the Fee, the Parties agree that PMIM shall reimburse University, at cost, for 
reasonable business and travel expenses wholly and exclusively incurred by University and (if 
expressly agreed by PMIM) by University's Subcontractors in providing the Services, 
PROVIDED THAT: 



(a) any expenses claimed must be in accordance with the 'Travel and Expense Guidelines' 
attached as Schedule 2; 

(b) claims for all expenses must be itemized and submitted with receipts; and 

(c) all expenses over USD 100 must be authorized in writing in advance by PMIM. 

The provisions of this Section are applicable to all expenses incurred by University's 
Subcontractors providing Services to PMlM. 

4.3 There shall be no additional charges for office supplies, use of equipment, secretarial support, 
overtime or holiday pay, insurance, overhead or otherwise. 

4.4 PMlM shall not be liable for any tax or other levy chorged on ammints paid pursuant to this 
Agreement (except VAT, if opplicnble, which shall be puid by PMIM additiooaJly), and 
University hereby underfokes on demand to indemnify PMrM in respect of any Ul)d nil such 
claims for payment. To avoid any double VAT charges, University shall not include VAT 
charged by its Subcontractors into thl.'l total amount of compensation and expenses charged to 
PMIM. 

4.5 University shall invoice PMIM the Fee and any reimburse.hie expenses on a monthly basis and 
shall use its reasonable efforts to invoice the Fee oo more than 30 dnys following the end of the 
month in which the Fee and reimbursable expenses were incurred. NvUM shall puy nil undisputed 
amounts due to University by check or bank transfer in the place where University resides or 
perfonns the Services within sixty (60) days after receipt by PlvUM of a det.ruled written invoice 
therefore. The submission of each such invoice by University shall be a representation and 
warranty that the covenants, representations amd warranlies of University in this Agreement 
remain true end accurate as of the date of such invoice. No payments shall be made in cash or 
bearer instruments, nor shall any payments owed to University be made to a third party instead. 

4.6 By accepting any payment from PMIM under this Agreement, University shall be deemed to have 
restated, and confirmed continued compliance with, the representations, warranties and 
obligations set out in Section 8 of this Agreement as of the date of such acceptance of payment. 

5. TERM AND TERMINATION 

5 .1 This Agreement shall be effective as of the date that all parties have executed the Agreement (the 
"Effective Date") and, unless tenninated early by either Party in accordance with the tennination 
rights set forth herein, shall continue in effect untiJ 30 June 2014, by which date University must 
have completed the Services to the reasonable satisfaction of PMIM as ngreed upon in this 
Agreement. 

5.2 PMIM may tenninate this Agreement at any lime without causi; upon thi1ty (30) days' prior 
written notice to University. If PMIM terminates the Agreement pursuant to this section and less 
than six months after the Effective Date, PMIM ngrees to puy University the difforence between 
the professional fees and University overhead paid a~ of the date of the tem1inntioo of this 
Agreement aud CHF 59,400 (the fees University would hnve been entitled to had University 
provided services to PMJM for six months following the Effective Date). If either Party 
tenninntes the Agreement pur uant to Section 5.J or any other section of che Agreement other 
than Section 5.2, PMIM shall be liable for ony Fees for services actually- provided by the 
University and for non-cancellable reasonable costs incurred or obliiated by University at the 
time of such tennination. 

5.3 Either Party may terminate this Agreement with immediate effect upon written notice to the other 
Party in the event that: 



(a) The other Party commits a continuing or material breach of any provision hereof which 
breach has not been cured to the satisfaction of the non-breaching Party within thirty (30) 
days after written notice thereof from the non-breaching Party; 

(b) The other Party becomes insolvent, is the subject of a petition in bankruptcy or of any 
other proceedings under bankruptcy, insolvency or similar laws or makes an assignment 
for the benefit of creditors; or 

(c) Any representation or warranty made in this Agreement is breached by the Party making 
such representation or warranty or is determined to be false or misleading in any material 
respect, it being understood that PMIM has the right to tenninate the Agreement and shall 
not be obligated under this Agreement to take any action or omit to take any action 
(including making any payment hereunder) if it is proven that the University has 
breached any of the anti-corruption representations and warranties. In the event of any 
such termination, any amounts that would otherwise be due to University hereunder, 
including any outstanding and unpaid claims for payment, shall be null and void to the 
extent permitted by applicable law except for Services perfonned in accordance with the 
Agreement and applicable laws which shall be paid by PMIM and University shall be 
obligated to reimburse PMIM the amount of all payment or fee made by PMIM to the 
University under this Agreement associated with such breach. 

5 .4 Upon tennination of this Agreement: 

(a) University shall immediately discontinue all Services, incur no further fees or expenses in 
connection with the Services without PMIM's prior written approval, and provide PMIM 
with all documents related to Work Product which are in progress and/or completed as at 
the date of termination; 

(b) Both Parties shall comply with the provisions of Section 7.4 and continue to comply with 
the obligations herein which are stated in Section 13 .6 to continue after the termination of 
expiration of this Agreement; 

(c) _ University shall refund to PMIM in full (without set off or deduction), within thirty (30) 
days following the date of termination, any and all payments made by PMIM for which 
the corresponding Services have not been completed in accordance with this Agreement 
as of the date oftennination; and 

(d) Provided that termination was not as the result of a material breach by University or 
University Personnel, send PMIM itemized invoices reflecting: 

(i) Services satisfactorily rendered in accordance with this Agreement prior to the date 
of termination (and which have not already been paid for by PMIM); and 

(ii) any reimbursable expenses which comply with Section 4.2 and which have been 
properly incurred in connection with the Services prior to the date of termination 
(and which have not already been paid for by PMIM), 

and PMIM shall pay ell undisputed amounts due to University within thirty (30) days 
after PMIM's receipt of such invoices. 

5.5 Tennination or expiration of this Agreement shall be without prejudice to (i) any of the Parties' 
obligations contained herein which survive the termination or expiration of this Agreement and 
(ii) any prior rights which a Party has accrued prior to the tennination or expiration of this 
Agreement. 

6, OWNERSHIP OF WORK PRODUCT AND INTELLECTUAL PROPERTY RIGHTS 

6.1 In consideration of the amounts to be paid by PM1M hereunder, University agrees that PMIM 
shall have purchased all right, title and interest in all Work Product. PMIM shall be the sole and 



exclusive owner in all countries of Work Product from the time of its creation. 

6.2 PMIM agrees that all rights, title and interest in all University Materials vest in University and 
that University shall be the sole and exclusive owner in all countries of such University Materials 
and that PMIM has no right to use such University Materials. All know how, processes, 
procedures, methods, (biological) material, apparatuses and developments associated with the 
Services which are solely developed and used by University to perfonn the Services and all 
intellectual property related thereto, whether created before or after the effective dale, shall be 
owned solely by University. 

6.3 University hereby agrees that all worldwide right, title and interest in and to all Intellectual 
Property Rights in and to all Work Product, shall be irrevocably assigned to PMIM as far as 
permitted under applicable laws. 

6.4 If a transfer of certain fntellectual Property Rights with regard to Section 6.3 in and to all Work 
Product Is not permissible by applicable Jaw, University hereby grants PMlM (and its designees') 
all exclusive rights of use and exploitation in such Intellectual Property Rights unlimited as to 
time, territory and exploitation method. 

6.5 University shall promptly communicate to PMJM full information regarding any Work Product. 
University agrees lo provide PMJM, at PMIM's expense, all assistance reasonably required to 
perfect its right.s pursuant to this Section 6, including, without Uinitation, giving evidence In 
proceedings and suits to obtain, maint.ain and assert any Jntellcctual Property Rights in such Work 
Product ond to assert its rights in any subject matter not subject to the foregoing Intellectual 
Property Rights. 

6.6 All Work Product may be used, duplicated and/or reproduced in all fonns and for all media, 
including all electronic media, worldwide, by PMIM and its designees. PMIM may combine any 
Work Product with any other infonnation, materinls or designs to which PMIM or any of its 
Affiliates has or may obtain rights from any source. Universily shall not receive any additional 
compensation for PMIM's (or PMIM's dcsignees) use of Work Product or any related Intellectual 
Property Rights in any manner. University shall have the right to use the results of the Services 
and the Work Product for its own academic research and educ.ttional purposes provided that it 
ensures confidentiality in accordance with Section 7 of this Agreement. Subject to Section LO of 
this Agreement, University shall have the right to use the results of the Services and Work 
Product for publication. 

6.7 PM[M shall have the right at any time to assign or transfer any Intellectual Property Rights in and 
to all Work Product to any of its Affiliates and such assignee may with respect to such 
Intellectual Property Rights exercise any rights set forth in this Section 6. 

6.8 PMIM shall retain exclusive ownership of the Work Product and related Intellectual Property 
Rights after termination or expiration of this Agreement. 

6.9 Both Parties agree that the rights assigned/granted under this Section 6 shall in no way impose on 
one Party an obligation to protect, enforce, exploit or make use of any of its rights under Section 
6. 

6.10 University hereby acknowledges and agrees that the amounts payable by PMIM under this 
Agreement shall be good, valuable and complete consideration for the pe1fonnance of the 
Services and the vesting ofownersltip In PMIM of the Work Product aod the Intellectual Property 
Rights relating thereto. 

7. CONFIDENTIALITY 

7. I Both Parties shall ensure that all Personnel of the receiving Party shall, (i) keep all Confidential 
Information of the other Party confidential, (ii) maintain tangible Confidential Information of the 
other Party in a secure location, (iii) not use Confidential Information of the other Party for any 



purpose other than in accordance with this Agreement, (iv) not disclose Confidential [nfonnation 
of the other Party to any person other than the receiving Party's Personnel who have a need to 
know such Confidential lnfonnation in order to provide the Services, and (v) notify the disclosing 
Party immediately if receiving Party is requested or required to disclose any Confidential 
Infonnation of the other Party to a third party in connection with any civil or criminal investigation 
or any judicial or administrative proceeding so that the disclosing Party may if it so chooses seek 
an appropriate and under applicable law pennitted protective order. 

7.2 Both Parties shall have and maintain security systems and processes to enable it to comply with 
the confidentiality obligations of this Section 7. This shall include ensuring that the Parties' 
Personnel are bound by confidentiality agreements containing substantially similar tenns to those 
contained herein, and both Parties agree to accept responsibility for any use or disclosure of 
Confidential Information of the disclosing Party by its Personnel in violation of the terms of this 
Agreement and to take such steps as may be required by applicable law to enforce this obligation. 

7.3 The obligations of confidentiality in Section 7.1 shall not apply to any Confidential Information 
that (i) comes into the public domain other than through breach of this Agreement by the 
receiving Party, (ii) was known by the receiving Party (as established by its own records or other 
competent proof) before disclosure by the disclosing Party or its Affiliates to the receiving Party, 
(iii) comes lawfully into the possession of the receiving Party from a third party with no 
obllption of confidential, or (iv) the disclosure of which is required by law, by any court of 
competent jurisdiction or by any official regulatory body, provided that the receiving Party 
immediately notifies the disclosing Party of such demand so that the disclosing Party may if it 
chooses seek an appropriate and under applicable law permitted protective order. 

7.4 Within fifteen (15) days of the tennination or expiration of this Agreement for any reason both 
Parties shall return to the other Party all materials in whatever fonn containing any Confidential 
Information including, without limitation, all documents, data, specifications, samples, drawings, 
designs, blueprints, photographs, sketches, software and other materials of the other Party, 
together with any reproductions of same. 

7 .5 University agrees in respect of Work Product (i) to hold the Work Product in strict confidence, 
(ii) to limit the dissemination of any Work Product within its organization to those of its 
University Personnel who need to have access to the Work Product to provide the Services 
hereunder, and (iii) to refrain from disclosing any aspect of the Work Product to any third party 
including any Work Product embodied in products developed by the University for PMIM and/or 
its Affiliates, or from using any Work Product for any third party's benefit or in any other manner 
not authorized in writing by PMIM. For the avoidance of doubt, Work Product shall be deemed to 
include the Confidential Information of PMIM. University shall have the right to use the results 
of the Services and the Work Product for its own internal research and educational purposes 
provided that It ensl.lJ'es confidentiality in accordance with Section 7 of this Agreement. Subject 
to Section 10 of this Agreement, University shall have the right to use the results of the Services 
and Work Product for publication. 

7.6 PMIM agrees in respect to University Materials (i) to hold the University Materials in strict 
confidence, (ii) to limit the dissemination of any University Materials within its organization to 
those of its PMIM Personnel who need to have access to the University Materials, and (iii) to 
refrain from disclosing any aspect of the University Materials to any third party including any 
University Materials embodied in products developed by the University for PMIM and/or its 
Affiliates, or from using any University Materials for any third party's benefit or in any other 
manner not authorized in writing by University. For the avoidance of doubt, publication of Work 
Product in a form or manner that would disclose, directly or indirectly, University Materials 
requires the written authorization of University. 

7.7 Nothing in this Agreement shall prevent the Parties or their Affiliates from disclosing the terms of 
this Agreement, including the other Party's identity and the payment terms hereof, if necessary, to 
any government agency or official that, in the Party's judgment, has a legitimate need to know 
according to applicable Jaws. 



8. REPRESENTATIONS AND WARRANTIES/ LIABILITY 

8.1 Both Parties represent and warrant that they are duly incorporated, validly existing, in a sound 
and reliable financial condition and in good standing, and have the power and authority to 
perfonn under this Agreement. 

8.2 The University hereby represents, warrants and undertakes that lhe Services sha ll be supplied and 
rendered in a professional manner with all reasonable skill, care, judgment and diligen1a:. PMfM 
sole and exclusive remedy for breach of this warranty is, at PlvflM's sole discretion, (i) 
reperformance of the nonconforming Services (in that case the provision of this Agreement will 
apply to such re-performed Services) or, (ii) a refund of the fees paid by PMlM to the University 
in consideration for the nonconforming Services. 

8.3 University makes no warranties other than as set forth in this Agreement, and makes in particuler 
no waJTanties of merchantability, fitness for a particular purpose, accUJ'llcy and warranties arising 
from course of deeling or usage of trade. The University shllll not be liable for nny direct, 
consequential or other damagoo suffered by PMIM, any licensee, or any other-s resulting from 
PMIM's use of the results of the Services the Work Produc or any such invention or product. 

8.4 University represents that up to its reasonable knowledge it does not have, and will not have 
during the tcn11 of this Agreement, any conflict of interest that would impede University's ability 
to provide the Services under this Agreement. 

8.5 University warrants that it shall not authorize, offer, promise or give any payments or anything 
else ofva.Jue, through any means whatsoever (i) to any Govemme11t Official (which for pw-poses 
of this Agreement sho.11 mean nn officer or employee of a government, an entity owned or 
controlled by a government or a pubJic intcmational organization; a political party or official 
thereof; n candidate for political office; or a person acting in an official capacity for or on behalf 
of any of the foregoing) or to any other person while knowing that all or any portion of the thing 
of value will be offered, promised or given to a Government Official for the purpose of 
influencing official action to obtain or retain unlawful business or secure any improper advantage, 
or to improperly rewa:rd such an act, or (ii) to any person (whether or not a Government Official) 
to improperly influence that person to act in breach of a duty of good faith, impartiality or lnlst, 
or to reward such an net. This includes a prohibition on offering or making ' facilitation" 
payments. Faci litation payments are smo.11 payments to Government 0.fficiaJs to expedite or 
secure the perfonnance of routine government action (actions that are ordinarily and commonly 
perfonned). University warrants that it shall not use any illegal, unethical, or improper methods, 
in connection with this Agreement. For the avoidance of doubl and without limiting the 
generality of the foregoing warranty, University further warrants thet it shall not make a gift or 
political contribution in cash or in kind to, nor shall it entertain, any Government Official or any 
other persons on behalf of PMIM without the prior written approval of PMIM, and that all such 
approved gifts, entertainment and contributions will be accurately recorded io ils books and 
records and will not be reimbursed by PMIM without having received the necessary approve ls 
fromPMIM. 

8.6 No part of any payments by PMIM to University mny be used, dfrectly, indirectly, or through any 
other means whatsoever, (i) for any purpose that would constitute a violation of the law of 
Switzerland where the Services are perfonned; (ii) in order to procure any improper benefit from 
any Government Official or other person on behalf of PMIM; or (iii) for any illegal, unethical, or 
improper purpose, whether or not in connection with this Agreement, and botJ1 paities represent 
that they will not use any such funds in a way that violates this provision. 

8.7 University represents that it s.hall file all reports with governmental authorities as required by 
applicable law in connection with University's activities on behalf of PMIM hereunder. 
University shall file such reports in an accurate and timely manner at its own expense and shall 
forward copies of all such reports to PMIM within reasonable time upon their filing. 
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8.8 University represents that it shall not create or maintain any secret or unrecorded funds or assets 
for any purpose with regard to the fees provided by PMIM to University in connection with this 
Agreement or the performance of Services hereunder. 

8.9 Both Parties represents that they will (and will ensure that all their Personnel will) at all times 
comply with all applicable data protection laws and will use security technology, processes and 
procedures that are consistent with under applicable law required practices, technology and 
generally accepted security standards but no less than appropriate organisational and technical 
measures (in view of the nature of the data being procossed, and the nature of the processing) so 
as to prevent access to personal data being granted to unauthorized persons and so as to ensure 
security, confidentiality, integrity and availability of personal data. 

8.10 The preceding representations, warranties and obligations are material tenns of this Agreement 
and both Parties' full compliance in all respects with such tenns is an essential component of the 
Parties' obligations under this Agreement. Both Parties acknowledge that a breach of any of the 
foregoing tenns of Section 8 will constitute grounds for tennination under Section 5 .3( c). 

8.11 The Parties shall - in the case of intent or gross negligence - be liable, without any limitation, for 
damages arising from pe1formance not in compliance with the Agreement or from perfonnance 
failure. In the event of slight negligence, the Parties' liability shall be limited to the amount of 
compensation due under this Agreement. 

9. CONDUCT,PUBLICITY AND THIRD PARTY CONTACTS 

9.1 Neither Party nor its Personnel shall, without the prior express written approval of the other Party, 
(i) advertise or otherwise publicize the existence or terms of this Agreement or any other aspect 
of the relationship between the Parties or (ii) use the others Party's name or that of any of its 
Personnel name or any trade name, trademark or service mark or brand imagery belonging to that 
Party and/or its Affiliates in any press release, any fonn of advertising, or any of its business 
communications (internal or external) except those necessary to provide the Services. 

9.2 If at any time either Party or either Party's Personnel is contacted by a third party, including any 
news organization, concerning the Services provided under this Agreement, such Party and/or 
such Party's Personnel shall make no comment, notify the other Party of the third party contact, 
and refer the third party to such other Party and/or coordinate the infonnation provided to the 
third party with such other Party. 

10. PUBLICATION RIGHTS 

10.1 Neither party will use the other party's name in connection with any publication or promotion 
without the other party 's prior, written consent 

I 0.2 0 iven that Work Product prepared or developed under this Agreement will typically contain or be 
derived in whole or in part through the use of Confidential Infonnation of PMIM, any publication 
of Work Product is subject to the requirements set out in Schedule I. 

10.3 If and to the extent Work Product does not contain and is not derived in whole or in part through 
the use of Confidential In fonnation of PMIM, University shall have the right, consistent with 
academic standards, to publish the results of the Services perfonned under this Agreement, 
provided such publication does not disclose Confidential Infonnation of PMIM (as defined within 
this Agreement). University agrees that, prior to submission to publisher of a manuscript 
describing the results for publication, University shall forward to PMIM 30 days prior to planned 
publication a copy of the manuscript to be submitted to PMIM for review and comments and 
University will take into account in good faith the said comments. If no written response is 
received from PMIM within the 20 days after receipt of the manuscript University is free to 
publish and may proceed publication without delay. Subject to the University Material, in this 
period of time PMIM shall detennine whether a patent application or any intellectual property 
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right protection should be sought prior to publication in order to protect its interests in any Work 
Product developed in connection with the Services. In addition, with reasonable justification, 
University agrees to withhold publication a necessary period of time (uotto exceed 90 days) if 
required, to allow PMIM to obtain patent protection. After this time University shall be free to 
submit the manuscript and publish the results in any manner consistent with academic standards. 

11. BOOKS AND RECORDS; AUDIT 

I 1.1 All £inancial st:atements, reports and billings rendered by University to PMJM shall , in reasonable 
detail, accurately and fairly reflect the activities and transactions related to PMIM's account. 
University sball keep and maintain complete ond accurate books, records of account, reports and 
other data necessary for the proper administration of this Agreement for five (5) years after the 
termination or cxpirution ht:lreof, or if longer for the applfoable retention period required by law. 

1 1.2 PMIM shall have the right, to the fullest extent provided by the laws of Switzerland, to have its 
internal and/or independent auditors conduct an audit ot the premises of University covering 
University's perfonnance of Services pursuant to this Agreement, including but not limited to a 
review of University's financial and accounting records, data security systems and processes 
pertaining to University's pecfonnunce of tbt:l Services hereunder upon reasonable noli~ during 
normal business hours at PMIM's expenses. PMIM may ex.ercis~ its right to audit twice per yeor 
during the tenn of this Agreament and once during the twelve (12) months immediately following 
the tenninatioo or expiration of this Agreoment. University will reasonably cooperate in any audit 
that may be conducted in accordance with the tenns of this Agreement and all applicable laws. 
Without prejudice to any other rights or remedies available to PMlM, if, as a resuJ of any such 
review of University's books and records, it is shown that cost.s and expenses Incurred by 
University for any Services were less than the amount paid by PM.IM hereunder, University shall 
Within thirty (30) days of PMIM's written demand therefore and as has been shown by written 
records~ make all payments required to be made to PM.IM to eliminate nny discrepancy revealed 
by such review. 

12. FORCE MAJEURE 

12.l [f either Party is prevented in any way from performing any of its obligations under this 
Agreement bec-ause of matters outside such Party' s reasonable control including fire, flood, 
stom1, riot, war or hostilities between nny nations, rebellion, acts of God, (each an ''Event of 
For<?e Majeure"), then the Party so prevented from performing shalJ not be liable for any failure 
or deluy in its performance provided that such Party shall give the other Party prompt written 
notice of such failure or delay !Ind the cause thereof and shall use all reasonable means to 
minimise the effect of the Event of Force Majeure on the performance of its obligatious ander this 
Agreement and to resume full perfonnance of its obligations as soon as possible or the other Party 
bas the right to tennjnate this Agreement with thfrty (JO) dnys written notice to the Party so 
prevented to perform its obligations and duties hereunder. 

12.2 If the Agreement has been tenninated according to this Section 12 then PMIM shall pay 
University for all Services already performed and all non cancellable costs already incurred under 
this Agreement and University shall provide to PMlM all documents and information as agreed 
under this Agreement. 

13. GENERAL PROVISIONS 

13.1 This Agreement shall not be construed to create an association, partnership or joint venture, 
relation of principal and agent or of employer and employee between (i) PMIM or its Affiliates 
and (ii) University or any of Univer ity's agents within the meaning of any law. Neither Party nor 
any Porty's Personnel shall be considered nor hold itself out to be, an agent, employee or partner 
of the 01her Party or of any of its Affiliates for any purpose. Neither Party nor any Party's 
Personnel is authorized, nor sl1all it purport to be authoiized, to create obligations binding on the 
other Party or any of its Affiliates in any manner whatsoever. 



13.2 No delay, omission or failure by either Party to exercise any of its rights or remedies hereunder 
shall be deemed to be a waiver thereof or an acquiescence in the event giving rise to such right or 
remedy, but every such right and remedy may be exercised from time to time and as often as may 
be deemed expedient by the Party exercising such right or remedy. 

13.3 This Agreement shall not be amended, modified or changed except by an agreement in writing, 
signed by both Parties, that expressly refers to this Agreement and expressly amends or 
supersedes this Agreement. 

13.4 This Agreement sets forth the entire agreement between the Parties and supersedes all prior 
agreements, arrangements and understandings, oral or written, between the Parties on the subject 
matter hereof. The pre-printed terms and conditions of any of University's and PMIM's business 
forms, including of purchase orders, shall be without legal effect in transactions under this 
Agreement, even if such pre-printed terms and conditions contain an entire agreement provision 
similar in scope to the foregoing sentence, 

13.S This Agreement shall be binding upon and shall inure to the benefit of the Parties, their respective 
successors and assigns. University shall not, nor shall it purport to, assign or encumber all or any 
part of its obligations or rights under this Agreement without the prior written consent of PMIM. 
PMIM shall have the right to assign all or any part of its rights and obligations under this 
Agreement to any of its Affiliates without the prior consent but with notice to University, PMlM 
shall be responsible and liable for the acts, e1Tors, omissions and defaults of any of its Affiliates 
as fully as if they were the acts, errors, omissions or defaults of PMIM. 

13.6 The provisions of Sections 1, 5,4, 6, 7, 8, 9, 10, 11 and 12 and all assignments, wa1Tanties, 
indemnities and confidentiality obligations provided herein, and all obligations which by their 
nature are intended to survive, shall survive tennination or expiration of this Agreement. 

13.7 Notices hereunder shall be in writing and may be given or made by personal delivery or by 
prepaid registered post or by facsimile, addressed to the intended recipient at the address 
specified on the first page of this Agreement in respect of the relevant Party (or at such other 
address as such Party may last have specified to the other Party in writing) and if so served shall, 
in the case of a notice sent by post, be deemed to be served on the third day following the date of 
posting and, if by facsimile, when transmitted (with printed confirmation of receipt) and, if by 
personal delivery, on the date of such delivery. 

13.8 This Agreement may be executed in any number of counterparts, each of which shall be an 
original, but all of which she.II constitute one instrument. 

13.9 Section and Schedule headings in this Agreement are for ease of reference only and shall not in 
any way affect the interpretation of the provisions of this Agreement. Unless the context 
otherwise requires, references in this Agreement to the singular shall include the plural and vice 
versa, and references to the masculine shall include the feminine. 

13.10 The validity or unenforceability of any term of or any right arising pursuant to this Agreement 
shall not adversely affect the validity or enforceability of the remaining tenns or rights of this 
Agreement. In particular, if any provision (or part of a provision) is found to be unlawful or 
unenforceable, but would be lawful or enforceable if some part or parts thereof were deleted or 
modified, the Parties shall make such modification as may be necessary to make the provision 
valid and effective. 

13 .11 This Agreement shall be governed by the laws of the Switzerland without regard to its conflict of 
laws provisions. The Parties hereby consent to the exclusive jurisdiction of the courts of Zurich, 
Switzerland for the adjudication of any disputes arising under or in connection with this 
Agreement. 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by their respective 
duly authorized officers with effect as of the Effective Date. 

PHILIP MORRIS INTERNATIO~AL MANAGEMENT SA 

Signature: __ v· ~ /"\. Signature: 

Name: Till Olbrich Name: 

Title: VP & Associate General Counsel Title: 

Date: 4 July 2013 Date: 

The University of. '/,uy ii:) , tJi 
Signature: /4._. U/tJ./ f 

A1: lC. HAE'- IA./. f)t-.:C 
(,hs>:v es sorz. 

Name; 

Title: 

Date: l!___M-y_ '].!) l ' 

Signature: 

Name: 

Title: 

Date: 

• 11 -

Senior Counael 

4 July 2013 

1, , , , , , 1 ·, , • ! 

Prof. Dr. DJ!nlel Wyler_ 
Vice President 
University of Zurfc~ 

1 6. Juli 2013 



SCHEDULE! 

Services 

The services shall be performed as described in the "Project Proposal: Intervention Analysis: the Effects 
of Plain Packaging for Tobacco Products on Smoking Behavior in Australia," (the "Project Proposal") 
attached as Annex l to this schedule. For the avoidance of doubt the terms of the Project Proposal are 
hereby incorporated as material terms of this Agreement. 

- 12-
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Prof. Michael Wo lf, Ph .D. 
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Saarland 

Prof. Dr. Ashok Kau l 
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on 
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A. Background 
As mandated in the Plain Packaging Act 2011 , tobacco products in Australia have 
to be sold in plain packaging since December 2012 .1 Australia is thereby the first 
country to introduce such a regulation . The act is meant to be in line with the 
National Tobacco Campaign , which aims to reduce smoking rates to 10 percent 
or less by 2018. 2 According to OECD statistics, the smoking rate in Australia 
dropped gradually from more than 43% in 1964 to 15% in 2010 .3 

The stated objectives of the Plain Packaging Act 2011 are the improvement 
of public health by 

• discouraging the taking up of smoking, 
• encouraging the giving up of smoking or the use of other tobacco 

products, and 
• reducing people 's exposure to smoke from tobacco products. 

In addition to the improvement of public health, the Australian government 
motivates the initiative by its obligations as a member country that signed the 
WHO Framework Convention of Tobacco Control, a convention signed by 168 
states worldwide.4 

The Plain Packaging Act states clearly that the objectives should be attained by a 
regulation of the packaging and appearance of tobacco products which is 
supposed to5 

• reduce the appeal of tobacco products to consumers, 
• increase the effectiveness of health warnings on the retail packaging 

of tobacco products, and 
• reduce the ability of the retail packaging of tobacco products to 

mislead consumers about the harmful effects of smoking or using 
tobacco products . 

The legislation prohibits branding and prescribes in detail the appearance of 
cigarette packages, including the material of the pack, the very shape of it and 
its color. For example, the color was chosen to be Pantone 448 C, a dark green
brownish color reminding of mud, which is supposed to be particularly 
unattractive to consumers . While trademarks and brand names are allowed, they 
may only be printed once on the front, top, and bottom surface of the pack. The 
Australian law includes the prohibition of inserts or onserts, noise or scent, and 
also any features that might change the appearance posterior to the purchase . 

So far there is no empirical evidence that the measures prescribed by 
the Plain Packaging Act 2011 are effective in attaining the stated goals 
of the Australian government. In fact, there is hitherto not a single research 
paper that empirically links the introduction of plain packaging in Australia to 
changes in smoking prevalence, smoking initiation or smoking intensity in 
Australia . 

1 Tobacco Plain Packaging Act 2011. No 148, 201 1. 
http ://www.comlaw.gov.au/Details/C2011A00148 (Accessed on 07 May 2013) . 
2 http ://www.guitnow.gov .au/internet/guitnow/publishing .nsf/Content/ntc-2009-2013- lp (Accessed 
on 07 May 2013) . 
3 OECD (2012), "OECD Health Data : Non-medical determinants of health", OECD Health 
Statistics (database). doi : 10.1787/data-00546-en (Accessed on 07 May 2013) . 
4 http ://www.who .int/fctc/signatories parties/en/index .html (Accessed on 07 May 2013) . 
Tobacco Plain Packaging Act 2011. No 148, 2011. 
http ://www.comlaw.gov.au/Details/C2011A00148 (Accessed on 07 May 2013 ) . 
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B. Our Understanding of the Project 
The Australian plain packaging initiative is unprecedented in its approach and 
scope. Therefore, the scientific evidence on whether such a drastic measure 
does prevent individuals from smoking or encourage them to quit is 
difficult to assess. Experiments regarding the appearance of the packaging 
suggest that standardized packages lead people to attribute less positive 
characteristics to the smoker and to the consumed good (i.e., cigarettes). 
Whether this perception will actually lead people to reduce cigarette consumption 
is, however, a blunt and so far unsubstantiated hypothesis. As an example of a 
comparable though weaker policy measure, mandatory pictorial warnings on 
cigarette packs have been used for a while in Canada and other countries; 6 but 
the empirical evidence on their causal effect on falling smoking rates is rather 
weak. 7 Whether the introduction of standardized (or "plain") packaging has any 
effect on smoking rates is a priori unclear. However, the measure comes at a 
very high cost to the tobacco industry and consumers. It is a severe restriction of 
intellectual property rights related to brands and logos and drastically restricts 
consumers' freedom of choice. Whether this policy measure is effective is 
therefore of major importance. Only the empirical analysls of real-world 
data can answer this question. 

The Australian Plain Packaging Act is a so-called "natural experiment" for 
empirical researchers. In contrast to laboratory experiments, natural 
experiments are typically not designed to be analyzed using scientific methods. 
Legislators in fact mostly simply assume that the experiment will produce the 
desired results. However, every statutory change-often called (policy) 
intervention in the scientific literature-can in principle be evaluated using 
statistical methods, provided that adequate data are available. A thorough 
analysis of an intervention based on econometric and/or statistical methods 
builds on: 

(l)the right research questions, 
(2) high-quality data, and 
(3)an adequate research design. 

A combination of economic analysis-taking behavioral reactions of individuals to 
policy interventions into account-and statistical intervention analysis is best 
suited to assess such a statutory change. 

To evaluate the Australian experiment, it is necessary to examine the effects of 
the intervention based, most importantly, on original empirical research using 
real-world data.8 Going forward, as other researchers may publish research using 
actual intervention data from Australia, such third party research should also be 
reviewed and evaluated . 

The main goal of this project is to analyze wheth~r a causal link between 
the Plain Packaging Act 2011 and smoking behavior (smoking 
prevalence, initiation, and intensity) in Australia can be established. To 
do so we apply statistical and econometric methods to real-world data. 

6 Canada, Poland, and Thailand were the first countries to require that health warnings must cover 
at least half oft he package's front and back. http://www.who .int/bulletin/volumes/87/8/09-
069559/ en/ (Accessed on 07 May 2013). 
7 See Gospodinov and lrvine (2004) for example. 
8 For a more detailed discussion of regulatory intervention analyses and the various 
techniques involved, please see the presentation attached to this proposal as Annex I. 
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C. Outline of Our Suggested Approach 
A thorough statistical analysis of the empirical evidence on plain packaging in 
Australia involves the review of other research, a novel research design , data 
collection and analysis, and a comprehensive interpretation of the results. 
Hypotheses and optimal model selection typically develop in the course of the 
analysis and trigger adaptations in the design of the analysis. Therefore, a high 
level of flexibility on our side regarding t iming and phases is a 
prerequisite for a successful project ~ompletion. Also , regular meetings of 
PMI team members and our team members, regular conference calls, and 
frequent email communication is inevitable for reaching our project goa ls. 
The following four phases sketch the most important steps of our suggested 
approach. 

Phase 1: Review of databases and check of consistency across the 
various data streams (2 months, to be completed by the end of August 2013) 

Our analysis will be built on various data sources. In a first step, we suggest to 
obtain an overview of all relevant data as well as the subset of these data that is 
available for statistical analysis. This detailed database survey will help us to 
arrive at a comprehensive assessment of the effects of the plain packaging in 
Australia. Also, it will enable us to check the consistency of the various data 
streams and publications based on them. 

Important data sources are (distinguished according to data type): 

1. Market data 

Market data are a key data source for our analysis. They serve as a basis 
for aggregate time series analysis or time series analysis at a more 
disaggregated level (e.g ., using information on different age cohorts). 
Important data are in-market sa les or retail data, e.g., data provided by 
Aztec, ACNielsen, and PWC (wholesale sales data) . 

2. Micro (individual-specific) survey data ("Multi- subject data") 

Important micro data for a potential statistical analysis are RMR Single 
Source data, the Woolworth Smoker Panel , and London Economics survey 
data. Publications and statistics/figures based on government surveys 
(NDSHS, ASSAD) should also be taken into account, although it seems 
unlikely that these data will be available for statistical analyses. An 
important aspect in analyzing the quality of the micro data is an 
assessment of the applied stratification, weighting, and sampling 
procedures . The root of inconsistencies across databases-for example in 
prevalence rates-is likely to be found in differing data collection 
approaches. 

3. Illicit Trade Data 

Trends in illicit trade have to be taken into account. We will also critically 
examine the Deloitte/KPMG methodology for Australia and possibly make 
suggestions for improving the data quality in the long run . 

4 . Plain Packaging specific data 

There are a few newly built databases that are closely related to 
evaluating certain aspects of the plain packaging legislation in Australia 
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(e.g., data compiled by Cancer Council Victoria, the Storyville "focus 
groups" data, and the "beyond tracker" data). Publications and 
figures/statistics based on these data will be reviewed and summarized. 

Other survey data (partly qualitative consumer research and retailer surveys) will 
also be reviewed. They are, however, unlikely to be su itable for a statistica l 
analysis or even to be included in an overa ll assessment of the effects of plain 
packaging . 

Main deliverables of Phase 1 (to be subm itted by the end of August. 2013) 

The main insights from phase 1 wilt be summarized in a comprehensive report of 
about 20 pages. This report wilt be compiled for PMI internal use only . 

Key aspects of this internal report are : 

• Insights from an in-depth analysis of the most relevant databases. Which 
databases can be used for original statistical analysis? Are there important 
potential inconsistencies in the data and the publications based on them? 
Which descriptive statistics (e.g., smoking prevalence rates) should be used 
as a benchmark in our analysis? 

• In this report, we also suggest 
o directions for the evolution of the project over the next 6 months 

(medium-term strategy), and 
o directions for tong-term strategic planning of research and data 

building/collection: 
• Which data should be accessible (made available) in the future? 
• Which databases should be built up in the long run? 
• Which directions for future research are worth pursuing from a 

PMI point of view? 
• Which developments in the tobacco control research on plain 

packaging (in Australia) pose a threat to the interest of PMI? 

At the end of phase 1, we would ideally identify a first data set, i.e ., one very 
promising database, for a statistical analysis. We suggest to first go for an 
analysis based on aggregate time series data on smoking prevalence or cigarette 
sales volumes ( in-market sales). The data should be monthly and it would be 
necessary to have at least 5 to 6 years of data. 10 years of monthly data would 
be very satisfactory. From our current knowledge, the necessary data could be 
built from Aztec retail scan data. It would be desirable to consider merging 
Aztec data and ACNielsen data to extend the time series dimension of the data. 
RMR single source data would also be interesting to start with (although they are 
quarterly only) . Ideally, we could already start building pre
implementation trends towards the end of phase 1. 

During phase 1, we would expect the PMI team involved in the project to work 
on a detailed assessment of regulatory interventions in order to identify 
significant changes to the regulatory environment in prior years, including tax 
and price increases, and changes in tobacco control policies. To speed up the 
data analysis of phase 2, it would also be desirable that the PMI team identify 
available data from New Zealand and/or Canada as possible comparison 
countries (e.g ., to apply a statistical approach called difference-in-differences 
estimation9 ). 

9 For an explanation of difference-indifferences estimation , see sl ides 13, 23-25 of Annex 
I. 
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Phase 2: Internal Data Base Building; Final Assessment of Regulatory 
Background (to be completed by the end of November 2013) 

During phase 2, we would bu ild on the information of phase 1 about the various 
databases. The main task in th is phase is to prepare the analysis of vari ous data 
sets using statistica l software . I mportant data t herefore have to be collected, 
adequately cleaned, and bui lt into a database ready for statistical analysis. Also, 
the joint team should agree on key changes in the regulatory background over 
the last decade that might affect the assessment of the effects of plain packag ing 
in Australia . 

Australian Data on Smokers and/or Smoking Behavior 

Phase 2 will include a thorough data inspection which starts from checking for 
coding errors and plausibility, goes over tests on whether there are enough data 
points and enough information (variables) to answer t he relevant questions . In 
some cases, it will be necessary or beneficial to combine different data sources; 
for example, individual-based data on smoking behavior with macroeconomic 
trends, seasons, or the legislation at stake. Provided that sufficient data is 
available and the data is well prepared, we could start analyzing pre
implementation and post-implementation trends using time-series 
regression techniques.10 

Australian Data on Regulation 

It is crucial to thoroughly describe the regulation under consideration and other 
relevant policy measures in the past. If policy interventions are combined , it is 
desirable to disentangle the effects of each measure. As part of phase 2 we 
would therefore-based on PMI material and information-document regulatory 
interventions in order to identify significant changes to the regulatory 
environment in prior years, Including tax and price increases as well as 
changes In tobacco control policies. These regulatory changes would then be 
coded in a way that the relevant information can be included in a statistica l 
analysis. 

Data on Potential Reference Countries 

Increasingly restrictive tobacco control legislation can be observed in many 
countries. Two countries are particularly interesting as reference when analyzing 
the Australian plain packaging case . Canada pioneered the introduction of large
sized pictorial health warnings in 2000 .11 New Zealand-being a neighboring 
country-faces similar economic fluctuations as Australia and has a comparable 
population in terms of many important consumer characteristics . A comparison 
between Australia and these two cou ntries could help to disentangle the causal 
effect of the Australian plain packaging leg islation from the tre.nd-based decrease 
in smoking rates in Australia . 

Main deliverables of Phase 2 (to be submitted b t !'L~ gnd of November 2013' ; 

The main insights from phase 2 will be summarized in a comprehensive report of 
about 30 pages. This report will be compiled for PMI internal use only . 

Key aspects of this interna l report are : 

1° For a more detailed discussion of regression techniques, see slides 29-34 of Annex I. 
11 See Gospodinov and Irvine (2004) . 
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• Insights from the time series data analysis (analysis of pre-implementation 
and post-implementation trends, possibly already using time-series 
regression techniques). 

• Insights about the data quality regarding our work with the provided micro 
data. 

• Summary of the country comparison analysis and any agreed-upon 
analyses based on panel data . 

• Summary of our assessment of how changes in the regulatory background 
should be taken into account in the statistical analysis. 

• A proposal how to continue in phase 3. 

Phase 3: Statistical Intervention Analysis and Internal Assessment (to 
be completed by February 2014) 

There are two main tasks to be performed in phase 3. First, we will carry out a 
statistical intervention analysis on the impact of plain packaging based on time
series data. This step involves model selection, diagnosis and estimation. Key 
insights for internal use are derived. Based on these insights, a decision on the 
tasks to be carried out in phase 4 is possible. Second, we will suggest starting 
the country comparison analysis and any agreed-upon analyses based on panel 
data. These analyses will be very preliminary in phase 3. However, important 
insights on a micro level could already emerge (e.g., regarding age-cohort 
specific). 

The key issue of a statistical analysis attempting to link an intervention (a policy 
measure such as plain packaging) to changes in household behavior (consumers' 
smoking behavioral) is identification: 

Is the observed effect/trend/behavior actually caused by the intervention or is it 
only associated with it, but without a causal Hnk? 

Important approaches to "Intervention Analysis" (or "Program 
Evaluation") that could be applied in our setting in phase 3 are: 

• Regression Analysis (slides 29-31, Annex I) 
• Difference-in-Differences Estimation (slides 13, 23-25, Annex I) 
• Matching Methods (slides 26-28, Annex I) 
• Regression Discontinuity Design Methods (slides 32-34, Annex I) 
• Synthetic Control Methods (slides 35-37, Annex I) 

Whether a specific statistical approach is chosen depends on many things; e.g., 
on the specific research question, data availability, and assumptions under which 
a certain approach is applicable. 

Although the time-series analysis to be carried out in phase 3 is quite clear and 
only depends on data availability, more uncertainty is involved regarding micro 
data analysis (based on survey data). We suggest a high level of flexibility 
regarding the project work to be done in phase 3 on panel data or other 
micro data analysis. 

Main deliverables of Phase 3 (to be submitted by the end of February 2014 : 

The main insights from phase 3 will be summarized in a comprehensive report of 
about 30 pages. This report will be compiled for PMI internal use only . 

Key aspects of this internal report are: 
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• Results and insights from the time series-analysis. 
• Insights about the data quality regarding our work with the provided micro 

data. 
• Summary of the (presumably prelim inary) country comparison analysis 

and any agreed-upon analyses based on panel data . 
• A proposal how to continue in phase 4. 

Phase 4: External Document (to be completed by the end of June 2014) 

The work to be performed in phase 4 will depend on t he results of phases 2 and 
3, i.e., the availability and quality of data . Depending on the internal assessment 
of PM!, it will have to be determined whether and in which format the results of 
the analysis should be presented to a broader audience. In addition, depending 
on the third party research that may have been published in the meantime and 
that reports on the impact of pla in packaging based on actual intervention data, 
it will have to be determined to what extent the external document should 
include a review of such third party research . 

Main deliverables of Phase 4 (to be submitted by the end of May 20 14) : 

The main insights from phase 4 will be summarized in a comprehensive report of 
about 30 pages. This report will be compiled for PMI internal use only and will be 
submitted after 11 months. 

Key aspects of this internal report are : 

• Summary of the progress in the country comparison analysis and any 
agreed-upon analyses based on panel data . 

• Summary of the whole project and results . 
• Review of third party research 
• Suggestion of directions for the evolution of the project in case of a 

possible extension . 
• Suggestion of directions for long-term strategic planning of research and 

data. 

A second possible del iverable is a first research paper (20-30 pages including 
appendices) . Whether the paper can or should be written depends on the results 
of the data analysis in phases 3 and 4. A possible decision at the beginning of 
phase 4 is not to write a research paper but to allocate the free resources to 
further statistical analyses for internal use. In case it is decided that a research 
paper is to be written, the paper will present the statistical analysis and the 
results of one of the data streams (most likely it will be based on aggregate t ime 
series data) in a way that it can serve as an external document. Whether the 
document will eventually be published and in wh ich form shall be decided by PM!. 
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D. Time Schedule 
Provided PMI approves the study proposal , we foresee a start on July 1, 2013 . 
The proposal and the subsequent budget fee is based on a duration of the project 
of one year (12 months) . 

.. --·-------------. 
2013 2014 

Phase/ Activity 

Phase 1 

07 08 09 10 11 12 01 02 03 04 05 06 

Review of Research Results 

Data Review/Check 

PMI: Relevant Regulations 

Writing of Report 

Phase 2 

Data Collection ; Smokers 

Data Collection : Regulations 

Data Screening and Matching 

Writing of Report 

Phase 3 

Statistical Analysis 

Writing of Report 

Phase 4 

Review of new Research 

Statistical Analysis (cont'd) 

Writing of Internal Report 

Writing of External Report 

Deliverables 

Internal Report 1 (20 pages) 

Internal Report 2 {30 pages) 

Comprehensive Report 1 (30 pages) 

Comprehensive Report 2 (30 Pages) 

External Report 



E. Project Organization and the Project Team 
The project organization from our side will be as follows: 

Lead Researchers: 
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Michael Wolf, Ph.D. - Michael Wolf is a ful l professor of Econometrics and 
Applied Statistics at the University of Zurich, Switzerland . He holds a Ph.D. in 
Statistics from Stanford University. Michael Wolf develops statistical methods 
that allow for precise testing of multiple hypotheses in intervention analysis. His 
key expertise is in identifying false findings (i.e., "evidence" for results which are 
not there) and developing better techniques that allow to establish truly 
significant results in the presence of "cherry picking". In a nutshell , he develops 
methods that allow to separate "skill" from "luck". His research is published in 
leading scientific journals . Methods that have been developed in Michael's 
research are widely applied in economics, finance, medical statistics, and other 
fields. 

Dr. Ashok Kaul - Ashok Kaul is a full professor of Economic Policy at Saarland 
University, Germany. He holds a Ph.D. in Economics from the University of Bonn, 
Germany. Ashok Kaul works in the areas of public policy, impact assessment and 
empirical & simulation based policy analysis. He has private-sector and public
sector consulting experience of more than 10 years. He mainly applies program 
evaluation techniques to real-world problems in his research (examples: car 
scrappage premium, job training programs, effects of tax policy changes) and in 
particular in numerous private-sector and public-sector consulting projects. 

Support Team: 

The support team consists of two highly-qualified postdoctoral researchers. Both 
hold a Ph.D. in Economics and are specialized in Applied Econometrics. They 
have extensive experience with practical data analysis and are active researchers 
in the field of applied program evaluation. 

Dr. Stefan Witte - Stefan Witte works as a consultant for IPE - Institute for 
Policy Evaluation, Saarland, and as a postdoctoral researcher at Saarland 
University, Germany, where he also earned a Ph.D. in Economics with a thesis on 
program evaluation. He studied economics at the University of Freiburg, 
Germany, and political sciences at SciencesPo Paris, France. He has worked as a 
parliamentary assistant in the French National Assembly and as a researcher at 
the University of Freiburg and at Saarland University. He now works in the field 
of intervention analysis and policy consulting, mainly focusing on the economic 
effects of statutory changes. 

Dr. Silke Rath - Silke Rath works as a consultant for IPE - Institute for Policy 
Evaluation, Saarland, and as a postdoctoral researcher at Saari and University . 
She earned a Ph .D .in Economics with a doctoral thesis in Applied 
Microeconometrics from the University of Mainz, Germany. She studied 
economics in Mainz and Paris-Nanterre, and has worked as a lecturer and senior 
lecturer in econometrics and statistics at the University of Mainz, Germany, and 
Saarland University, Germany. She has consulting experience of about three 
years. 

All team members have worked on joint research/consulting projects. Short bias 
of all four team members can be found below. 
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Professor Michael Wolf, Ph .D. 

Position : Full Professor 

Chair of Econometrics and Applied Statistics 

Department of Economics 

University of Zurich 

Training and Experience 

Research 
Interests 

Core 
Competences 

Selected 
Consulting 
Projects 

Multiple Testing Procedures (avoiding the pitfalls of data 
snooping) with Applications to Economics, Finance, and 
Medical Statistics; Evaluation Methods/Intervention 
Analysis; Nonparametric Inference Methods (Bootstrap und 
Subsampling). 

Econometrics and Applied Statistics; Simulation Methods 
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Dr. Ashok Kaul 

Position : Full Professor 

Saarland University, Germany 

Director of IPE - Institute for Policy Evaluation, Saarland 

Training and Experience 

-

-
-

Research Public Policy/Public Finance; Empirical Evaluation of Policy 
Interests Interventions; Impact Assessment Analysis 

Core Policy Evaluation on the Micro Level and Macro Level ; 
Competencies Private sector and Public Sector Consulting based on 

Econometric and Statistical Analyses and Simulation 
Methods 

Selected 
Consulting 
Projects 

- I 
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Dr. Stefan Witte 

Position: Consultant and postdoctora l researcher 

IPE - Institute for Policy Evaluation, Saarland 

Chair of Public Policy, Saarland University 

Training and Experience 

Research Interests 

Empirical Public Finance; Applied Econometrics with a focus on Program Evaluation 
Methods 

Core Impacts of Policy Changes on Economic Outcomes 
Competencies 

Selected 
Research Projects 

Selected Economic Effects of Cash for Clunkers-Germany's Scrappage 
Publications Scheme and its Effects on the Market and Prices, 2013, 

Berlin : Wissenschaftlicher Verlag Berlin (Ph.D . Thesis) . 

Transport, Welfare and Externali t ies . Replacing the Po lluter 
Pays Principle with the Cheapest Cost Avoider Princip le, 
(joint with D. Schmidtchen, C. Koboldt, J. Helstroffer, B. Will 
und G. Haas), 2009, London : Edward Elgar . 
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Dr. Silke Rath 

Position : Consultant and postdoctoral researcher 

IPE - Institute for Policy Evaluation, Saarland 

Chair of Public Policy, Saarl and University 

Training and Experience 

Research 
Interests 

Core 
Competencies 

Selected 
ConsuU:ing 
Projects 

Selected 
Publications 

- -

Empirical Public Finance; Applied Microeconometrics 

Analyses of Large Microdata; Impact Assessment of Tax and 
Transfers System Reforms; Distributional Effects of Labor 
Market and Tax Policies 

2009/2010, German Federal Ministry of Finance: Empirical 
Analysis of the Impact of VAT Reform Options in Germany 

2012, Thuringian State Ministry of Economics (TMWAT), 
Empirical study on the past development and the future 
prospects of the East German economy 

Rath (2012) : Taxation and Income Distribution - Ana lysis of 
Income Tax and Value Added Tax (Ph .D. Thesis) . 
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F. Cost and Billing, Non-Disclosure Agreement 
The fee budget for the project is CHF 340,800 for one year (CHF 28,400 per 
month) excluding incidentals and VAT. We will undertake this project for a fixed 
professional fee, plus incidental expenses (e.g., printing, travelling to joint 
meetings as well as travelling of team members to our offices in various cities in 
Germany and Zurich, Switzerland) as incurred. Incidental expensed shall be paid 
subject to terms and conditions to be determined according to the guidelines of 
PMI. 

The budget of CHF 28,400 per month would be split as follows between the two 
involved contractors, IPE - Institute for Policy Evaluation, Saarland, Germany, 
and the University of Zurich, Switzerland: 

IPE - Institute for Policy Evaluation, Saarland: CHF 18,500 per month. 

University of Zurich: CHF 9,000 per month plus 10 percent university overhead 
(CHF 900 per month) = CHF 9,900 per month. 

If PMI accepts our proposal, we would start the project on July 1, 2013. We 
would have to set up a separate contract (University Services Contract on 
Statistical Consulting Services) with the University of Zurich (UZH). From our 
experience we know that this may take around four weeks; however, this would 
leave our staffing and project work unaffected. The UZH contract has a minimum 
duration (minimum initial term) of six months, i.e., a minimum payment of CHF 
59,400 is agreed upon if this proposal is accepted and a contract with UZH is 
signed. 

No minimum initial term is part of the contract based on this proposal between 
IPE and PMI. PMI retains the right to terminate any element of the services or 
this agreement forthwith upon notice to Ashok Kaul, or representatives of IPE 
involved in this project, entirely at its convenience and discretion, with or without 
cause. 

UZH undertakes upon execution of this agreement to sign a non-disclosure 
agreement on substantially the same terms as are contained in the non
disclosure agreement Ashok Kaul and Michael Wolf have already signed. The 
same is true fort he other team members listed in this proposal or other team 
members who may join in while the project is running . 

In the unlikely event that UZH is not willing to contract with PMI, IPE will take 
over all services described in this proposal. The staffing and project work as well 
as the total fee budget would be unaffected in this case. 
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