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Executive Summary
The US e-cigarette market has grown rapidly but it is still only a small fraction of its potential size.
This may be because many smokers are trying e-cigarettes and not adopting the habit. Our data
confirms that there is a sizable portion of smokers who have tried the product but are no longer
using it. At the same time, rapid growth of the e-cigarette market has attracted more competition,
particularly from big tobacco companies and other well-capitalized brands. Now more than ever, ecigarette brands must focus on customer retention to remain competitive.
This study is based on survey results from adult smokers who have tried e-cigarettes. In order to
understand the driving factors for trial and adoption of e-cigarettes, the following examines:
•
•
•
•
•

Why consumers tried e-cigarettes
How they learned about them
Which brand they bought first
What attributes they considered in their purchase
If they plan to continue using e-cigarettes

This analysis, based on 361 surveys from adult smokers, further segments first time e-cigarette users
by outcome of trial, age and gender, geographic region, and motivation for trying e-cigarettes with
relative sizes of each segment.

Key Findings
Consumers are trying e-cigarettes for many reasons. Most are motivated by their desire to improve
their health but curiosity is also a prevalent motivator. Before their initial e-cigarette purchase, most
consumers are not getting information directly from the e-cigarette brands themselves. Blu is the
most popular brand among those who are trying e-cigarettes for the first time and flavor is the
product attribute most considered. In terms of adoption, about a third of respondents had already
stopped using e-cigarettes while less than a fourth were confident they would continue. The
remaining users expressed some degree of uncertainty.
Consumers who have a purpose in trying e-cigarettes, as opposed to just trying for novelty’s sake,
are more likely to adopt the habit. For example, most customers are motivated by their desire to quit
smoking or reduce their tobacco consumption. Another indicator of whether or not a first-time user
would continue is if they visited e-cigarette internet forums. Brand reputation and flavor are the
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most important attributes for those who have adopted the practice. Though Blu is the most popular
brand, those who continue to vape1 chose it less often.
Demographically, women are more likely to adopt vaping than men. As well, older women are more
likely to be motivated by health concerns while men are more likely to be motivated by saving
money and curiosity. Curiosity is an important motivator for trial among younger respondents.
Flavor is less important for older respondents.
Geographic trends show that motivations are fairly uniform across regions while sources of pre-trial
information vary. Advertising is more influential in the Midwest and internet forums are more
influential in the North East. Blu is most popular among respondents in the North East while V2
outperforms Njoy in the Midwest. In terms of outcome, respondents in the South and West regions
are more likely to adopt vaping than respondents in other regions.
The most desirable target markets segmented by motivation are those who are trying to quit or cut
back on smoking tobacco because they are relatively large segments and they are likely to continue
vaping. The keys to success with those trying to quit are good flavor and strong brand reputation. As
well, we hypothesize that the key for those who are vaping to supplement their traditional cigarette
habit is creating a vaping experience that closely matches smoking. Those who are motivated by
curiosity make up a significant portion of the market but they have a lower probability of continuing
to vape.

Methodology
We commissioned a survey to be administered via the internet in September 2013. In order to
qualify for the survey, respondents had to answer “yes” to the question: “Are you an adult smoker
who has purchased an e-cigarette?” 15,158 people answered the question of which 454 responded
“yes”. This suggests that adult smokers who have tried an e-cigarette make up 3.0% of the US
population. Of the 454 respondents that passed the qualifying question, 361 completed the survey.
Survey questions and response choices are shown below.
Based on responses to our qualifying question, we estimate that 63% of e-cigarette triers are men
while 37% are women. However, 51% of those who finished the survey were men and 49% women.
See the Appendix for more details on these calculations. Note that this disparity between our
population estimate and our sample does not affect the likelihoods reported in the Segmentation by
Demographic section because they were calculated using odds ratios. As well, the gender splits

1

Use of e-cigarettes is often called vaping. The term is analogous to smoking among e-cigarette users.
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reported in the Segmentation by Motivation Section were weighted to reflect our estimate of the
gender split among the e-cigarette trier population.
Survey Questions

Response Choices

What statement best describes the reason
you wanted to try e-cigarettes?

I want to quit smoking tobacco.
I want to smoke less tobacco but not quit
completely.
I'm often in places where I can't smoke
tobacco.
I want to save money.
I don't like the social stigma associated with
smoking.
I was curious about the product.
Media coverage
Advertisement
Internet forums
Word of mouth
Retailer
Other
Njoy
Blu
Krave
V2
Logic
Other
Brand
Flavor
Price
Nicotine Content
Look of e-cigarette and packaging
None of the above
Definitely
Probably
I don't know
I've already stopped using them

Before you bought an e-cigarette, what was
your primary source of information about
them?

What was the first brand of e-cigarette that
you purchased?

When making your first e-cigarette
purchase, which of the factors below was
the most important in your decision?

Will you continue to use e-cigarettes?
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The order of answers was randomized to avoid selection bias for all questions except the last. Based
on IP address and third party data, the gender, age group, and state of each respondent were also
appended to their survey responses.

Demographics
Survey responses are broken out by several demographic categories, as follows:
•

The respondents are grouped by:
•

Age 18 to 22

•

Age 23 to 29

•

Age 30 to 39

•

Age 40 and above

•

Gender

•

Region

Survey Respondents by Age and Gender
60
Female

50
40

Male

30
20
10
0
Age 18 to 22

Age 23 to 29

Age 30 to 39

Age 40+

Survey Respondents by Region
120
100
80
60
40
20
0
Midwest

North East

CHURN IN THE E-CIGARETTE MARKET - OCTOBER 28, 2013

South

West
6

Glossary of Terms
Analog: Term often used to describe traditional cigarettes in e-cigarette culture.
Churn Rate: Percentage of those who have tried a product and have discontinued use. For example,
if 50 people have tried e-cigarettes but 30 have discontinued use, then the churn rate is 60%.
Digital: Term often used to describe e-cigarettes in the industry.
Disposable Electronic Cigarette: An electronic cigarette designed for single use. Unlike reusable
electronic cigarettes, the battery cannot be recharged and the tank cannot be refilled with juice.
Juice: Common term for the liquid that is vaporized and inhaled in the use of an e-cigarette. Usually
contains nicotine.
Vape: The action of inhaling vapor from an e-cigarette. Vaping is analogous to the action of
smoking.
Vaper: One who vapes.
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Introduction
This year will be remembered as the year that the US e-cigarette market reached the tipping point.
At $1.7 billion, current projections for 20132 retail sales are more than 300% of last year’s. The
industry faces a number of issues including anticipated federal and local regulation, concerns over
potential harm from vaping, and increasing competition from RJ Reynolds and Philip Morris
entering the market. However, accelerated sales figures are a signal that the concept of inhaling
nicotine via a carcinogen-free mist is compelling for many smokers.
Accelerated growth in the market will likely force the US Food and Drug Administration to release
proposed regulation on e-cigarettes. As of the publishing of this report, the agency is expected to do
so in October or November of this year. Issues under consideration include restricted advertising
placement, a ban of online sales, and a ban on candy or fruit flavors. As we will discuss below, these
issues will have a significant impact on the adoption rate of e-cigarettes among adult smokers.

High Churn Rate is an Industry Hurdle
A statistic published by the Center for Disease Control indicates that churn in the e-cigarette market
could be significant. The agency reports that by 2011, 21% of adult cigarette smokers in the US had
used an e-cigarette.3 We hypothesize that this number is disproportionate to the current market size
for e-cigarettes. Using industry metrics and some assumptions, we can illustrate this point by doing a
unit comparison.
43.8  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑎𝑑𝑢𝑙𝑡  𝑐𝑖𝑔𝑎𝑟𝑒𝑡𝑡𝑒  𝑠𝑚𝑜𝑘𝑒𝑟𝑠  𝑖𝑛  𝑡ℎ𝑒  𝑈𝑆4 ∗   21%  𝑒𝑐𝑖𝑔  𝑡𝑟𝑖𝑎𝑙  𝑟𝑎𝑡𝑒 = 9.2  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑒𝑐𝑖𝑔  𝑡𝑟𝑖𝑒𝑟𝑠

We can confirm the number of e-cig triers calculated above by comparing it to the results of our
qualifying question. See “Methodology” section for more details.
9.2  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑒𝑐𝑖𝑔  𝑡𝑟𝑖𝑒𝑟𝑠
= 2.9%
313.9  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑝𝑒𝑜𝑝𝑙𝑒  𝑖𝑛  𝑈. 𝑆.

This result closely matches the 3.0% of respondents who answered “Yes” to our qualifying question.
We acknowledge that the CDC reported their trial rate in 2011 and we conducted our survey two
years later, during which time the US market grew by multiples. But for the purpose of this
discussion, we will use 9.2 million ecig triers as a working assumption. Assuming that this group
2

D. Mangan, “E-cigarette sales are smoking hot, set to hit $1.7 billion”, CNBC, Web, August 28th, 2013

3

“About one in five U.S. adult cigarette smokers have tried an electronic cigarette” Centers for Disease Control and Prevention, Web, February 13,
2013
4

“Adult Cigarette Smoking in the United States: Current Estimate” Office on Smoking and Health, National Center for Chronic Disease Prevention
and Health Promotion, Web, June 5, 2013
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smokes an average amount of cigarettes, we can calculate how many tobacco cigarettes this group
consumes annually.
9.2  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑒𝑙𝑒𝑐𝑡𝑟𝑜𝑛𝑖𝑐  𝑐𝑖𝑔𝑎𝑟𝑒𝑡𝑡𝑒  𝑡𝑟𝑖𝑒𝑟𝑠 ∗ 18  𝑡𝑜𝑏𝑎𝑐𝑐𝑜  𝑐𝑖𝑔𝑎𝑟𝑒𝑡𝑡𝑒𝑠  𝑝𝑒𝑟  𝑑𝑎𝑦5
∗ 365  𝑑𝑎𝑦𝑠  𝑝𝑒𝑟  𝑦𝑒𝑎𝑟   /  20  𝑡𝑜𝑏𝑎𝑐𝑐𝑜  𝑐𝑖𝑔𝑎𝑟𝑒𝑡𝑡𝑒𝑠  𝑝𝑒𝑟  𝑝𝑎𝑐𝑘 = 3  𝑏𝑖𝑙𝑙𝑖𝑜𝑛  𝑝𝑎𝑐𝑘𝑠
If we assume 1) that every smoker who tried an e-cigarette could completely substitute them for
traditional cigarettes and 2) one pack of cigarettes is equivalent to one unit of juice, then the
potential unit market size of e-cigarettes would be three billion units of juice.
To complete the comparison, let’s convert the $1.7 billion estimated 2013 market size to units.
$1.7  𝑏𝑖𝑙𝑙𝑖𝑜𝑛 ∗ 25%  𝑑𝑖𝑠𝑝𝑜𝑠𝑎𝑏𝑙𝑒  𝑒𝑐𝑖𝑔  𝑚𝑎𝑟𝑘𝑒𝑡  𝑠ℎ𝑎𝑟𝑒   𝑎𝑠𝑠𝑢𝑚𝑒𝑑
= 53  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑢𝑛𝑖𝑡𝑠  
$8  𝑎𝑣𝑒𝑟𝑎𝑔𝑒  𝑝𝑟𝑖𝑐𝑒  𝑝𝑒𝑟  𝑢𝑛𝑖𝑡  [𝑎𝑠𝑠𝑢𝑚𝑒𝑑]
$1.7  𝑏𝑖𝑙𝑙𝑖𝑜𝑛 ∗ 75%  𝑐𝑎𝑟𝑡𝑜𝑚𝑖𝑧𝑒𝑟  𝑚𝑎𝑟𝑘𝑒𝑡  𝑠ℎ𝑎𝑟𝑒   𝑎𝑠𝑠𝑢𝑚𝑒𝑑
= 638  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑢𝑛𝑖𝑡𝑠  
$2  𝑎𝑣𝑒𝑟𝑎𝑔𝑒  𝑝𝑟𝑖𝑐𝑒  𝑝𝑒𝑟  𝑢𝑛𝑖𝑡  [𝑎𝑠𝑠𝑢𝑚𝑒𝑑]
53  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑢𝑛𝑖𝑡𝑠 + 638  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  𝑢𝑛𝑖𝑡𝑠 = 𝐸𝑠𝑡𝑖𝑚𝑎𝑡𝑒𝑑  𝑢𝑛𝑖𝑡  𝑚𝑎𝑟𝑘𝑒𝑡  𝑠𝑖𝑧𝑒  𝑜𝑓  691  𝑚𝑖𝑙𝑙𝑖𝑜𝑛

Now we compare this to the potential market size calculated above.
𝐸𝑠𝑡𝑖𝑚𝑎𝑡𝑒𝑑  2013  𝑢𝑛𝑖𝑡  𝑚𝑎𝑟𝑘𝑒𝑡  𝑠𝑖𝑧𝑒  𝑜𝑓  691  𝑚𝑖𝑙𝑙𝑖𝑜𝑛  
= 23%
𝑃𝑜𝑡𝑒𝑛𝑡𝑖𝑎𝑙  𝑢𝑛𝑖𝑡  𝑚𝑎𝑟𝑘𝑒𝑡  𝑠𝑖𝑧𝑒  𝑜𝑓  3  𝑏𝑖𝑙𝑙𝑖𝑜𝑛  

Thus, if we assume that consumption across users is uniform, the churn rate implied by the CDC
trial rate is 77%.6 We undertook this study to find out if churn is indeed a problem. As well, we
wanted to learn about the experience of new vapors. Our analysis segments triers in several ways so
as to understand the factors that are driving their trial and outcome.
Now is a crucial time for e-cigarette brands because consumers who are interested in trying their
products have a myriad of options. Brands should be focusing on the first impressions of new
vapors. In order to do that, they should understand why smokers are trying e-cigarettes, how they
are learning about them, what attributes are driving their decisions, and why many of them are
dropping out of the e-cig market. Given the brand loyalty exhibited by cigarette smokers, losing a
potential customer to another e-cig brand or tobacco is very costly.

5

S. Ro, “The average US Smoker consumers 18 cigarettes per day”, Business Insider, May 2, 2012
Note that for simplicity’s sake, this unit market size calculation ignores the sales of starter kits. Inclusion of this factor would decrease the estimated
units of juice sold and increase the calculated churn rate.
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Adoption of Vaping and Other Survey Results
To begin, we will examine responses to the question of continued use. The survey results are
represented below.

Continued Use of E-Cigarettes

Already stopped using
e-cigarettes
31%

Definitely
22%

Probably
21%
I don't know
26%

Responses to “Will you continue to use e-cigarettes?”
Given the numerous advantages that e-cigarettes have over analog cigarettes, the most obvious
being decreased health risk, one might expect that those who try the digital version would be likely
to continue. However, according to these survey results, only about one in four respondents are
definitely going to continue using e-cigarettes. Nearly half expressed some degree of uncertainty
about their vaping future and about one in three have already stopped using e-cigarettes. Though
these results do not confirm the 77% churn rate we estimate above, they do confirm that churn in
the market is significant.
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Motivation For Trying E-Cigarettes
Places where I can't
smoke tobacco
8%
Social stigma
associated with
smoking
8%

Save money
10%

Smoke less tobacco but
not quit
15%

Quit smoking tobacco
33%

Curious about ecigarettes
26%

Responses to “What statement best describes the reason you wanted to try e-cigarettes?”
•

Motivations for trying e-cigarettes are varied but as one might expect, quitting smoking is the
largest motivator

•

Curiosity beats many of the more tangible motivations such as saving money or vaping in no
smoking areas

•

The relatively low percentage of respondents who cite saving money as their primary
motivator for trying e-cigarettes might imply that demand is relatively price inelastic

•

With 15% of respondents vaping to smoke less, reducing tobacco use (smoking less +
quitting tobacco = 48%) is the goal of nearly half of respondents
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