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BAT GRGUP RESEARCH STRATEGY 41T THE R0LE OF

BAT URaC) RESEARCH AND DEVELOSMENT CENTRE

Prior to 1683, BAT Group research zztivity was orgzzisec on 2
centralised basis with the Group Researz: and Developmexnt Centre
(GR&DC) being located¢ in Southampton, U.K. Tais Centre did zot Have 2
direct reporting responsibility to any singl2 Operating Company, being
devoted priacipally to fundamental researctzs to be regardei as source
information for the Graup as a whole. In 2idi-ion to the caatral R&3
Laboratory each of the leading Operatizz Companies in z3e Group
(Australia, Brazil, Canada, Germany, U.3.A.) maintainei researc:
laboratories within which investigations wera conducted wi:t: scaewhat
more of an emphasis on locally driven resuirements. This pre 1983

scenario can be summaried as follows:
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Here it can e seen that central R&D devozzd fully two-thirds
of azzivity to fundzzental research on product ani process rasearch,
wvhic: was largely interfaced to the major researc:i companies :ogether
wit: zheir own particular research activities. The remaining one third
of aczivity was devoted to technical support services to other BAT
Asscz:ate Companies {:zhe majority of this techniczl support being in
the Zorm of routine/sezi-routine brand analysis and zroduct development
consltancy).

Since 1985, =his scenario has been subs:tantially altered.
Altiough this change is entirely in keeping w<ith evolving BAT
requirements it shouli also be observed that the nature of these
chanzas is clearly reflected in similar changes ia the role of R&D in
most 3ajor commodity industries. The essence of this change is one of
de—eatralising the RiD function and increasing tz2 ratio of applied
and technical research to fundamental research.

In practice, the Group Research and Develo:zent Centre was re-
assigned to a role ia which it now becomes the RiD resource for BAT
U.X. and Expor= and 323iTCo. Companies. The re-nameZ BAT (UK&E) R&D now
becoz=s one of six ma‘or R&D laboratories which in aggregate represent

the 3AT Group Research: effort:
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Ia this post 1985 scenario, the balance of fundamenzal to
applied research has been redressed to a zore even distributica in a
situation where each major laboratory devates substantial prozortions
of tize to {a) the specific applied needs of the Operating CTampany
conceraed and (b) concribuytions to tie sort of commonly shared
fundamental knowledge requirements whic: a Group research pragramme
implies.

This re-distribution of the balance between fundamen:al and
applied researches may be seen in the :case of BAT (UR&E) 28&D by

examining the allocation of effort in this Centre pre and post 1985:

The 3AT Group research programme is, therefore, now assembled
from the aggregate efforts of the six ma’or Research and Development
laboratories and represents a proportion of the total research aztivity
of each of these centres. As such this Sroup programme is orzanised

against two broal categories of objective, one of which is largzsl: pro-
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accive and strongly influenced by markering requirements (i.e. PRODUCT
RESEARCH) and one o which is largely reactive and influenced by

exteraal impacts on tnz Sroup (SMOKING AND HEALTH RESEARCH):

The dominan: principal shaping the product research component
of the Group R&D programme is a classification of projects against the
nature of consumer Zsrand. Group R&D projects are oriented to, and
classified by, a typclogy of consumer demand derived from BAT Marketing

stracegy:
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A similar classification zay be derived to outline the
princizal areas of Group research activity in response to external

Regulatory Authority requiresents:

looking more specifically at how the de-centralisation works

in practice, we may take the structure of BAT (UKZE) R&D as an example:

NN

(e

(i~

ne

ro
BATCo document for Province of British Columbia 23 April 1999

00009420

BATCO



Consistent with the previously outlinped distinction between
activities devoted to the Group fundamental research programme and tle
requirement for specilic applied/technical support work, we may obser:e
that in addition to the mainstream reporting responsibility to the
parent Operating Company this structure also has a line of input to the
collective Group R&D effort.

Fundamental research, the principal objective of which is to contribute

to the Group R&D programme, is organised around four main activities

within this Centre:

Product research is concerned principally with all aspects of
the combustion dynamics of cigarettes including modelling of flow
aerodynamics and maiastream/sidestream interactions and understanding
of pyrolysis physics and chemistry.

Biological rasearch is concerned primarily with ensuring the

toxizological status af 3AT products.
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Processs science is concerned with optimisarion of primary (ez:
to a limited extent secondary) process in teras 2f cost reduction ax?
quality maincenance. lMarket mapping resezr:zh invcives the develcopre=:
of objective procedures for characterising 5lend and smoke features :I
own and comperiticn leaf and products in such a war that these zeasurszs
may be related to subjective data in diagnostic 'product space maps’ =7

BAT markets (the objective being to give more precise direction ::
product development activity).

Applied Research and Pevelopment, the principal obiective of which is :5
contribute to the needs of BAT (UKZE) and BATCo. Operating Companies, is

organised around a number of applications activities, many of which =zz7

draw from the aforementioned fundamental activities:

This array of activities (which are ‘'a;plied' in the sens2
that are short-izedium term in timescale azi more specificalls

business/project oriented cthan fundamental -esear:: tends to be) may :2
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distinguised from technical support in the sense that the latter is

short-tern in timescale and oriented to specific Operating Ceapeay needs

on request.

Technical support offers an array of applied coamercially

oriented activities which may be deployed with minimum response zimes in

support of particular Operating Companies:

Spearheading the applied research and development activities
of BAT (UK&E) R&D, and of particular relevance to Marketing
professionals, is the Marketing Support Group. The scope of operation
of this group will, therefore, be outlined ir some detail.

The role of Marketing Support Group, as the name izplies, is
ts> provide technical assistance to Marketing activities witiin BAT

(UZ3E) and BATCo. Operating Companies and where relevant, to interact

witl peers iIn the other major research centres around tie Group. é;
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Withain 247 (UR3E) R&D the role of this group is to interface closely
with mors fundameatal researches in order to ensure (a) the early
the asscciatizn of specific commercial objectives to the early stages
of forzulazica ol research programming. The group is conceraed
centrally wizh the development and evaluaticn of  cigarettes either
within ccnventional configuration or through the vehicle of innovations

also devaloped within the function:

The programme of development projects undertaken by Marketing
Support is Jesigned to represent at any time a balanced portiolio
against the previously cutlined classification of consumer demand
derivai Irom 3AT Marketing strategy.

A critical factor in the successful deployment of a Marketing
Supperz function lies in the awareness on the client side that (a) this
func=isn exisss and is set up to support technical needs and (b} just

whas n~zzurs 2 I support =he function is capable of offering.

T nETLe2

GZ2112¢10p

BATCO

00009424



- 10 -

Increasingly this awareness is being developed throuzh the

1:1 liaisons with BATCo. Cperating

3
............ .

Conpanies. The transfer of tschnical support and awareness is further

assisted by regionally sponsored seminars and courses desizned to

promote product development and product testing expertise in the Group

In summary, since 1985 BAT has adopted (in line with general

industrial ctrends) a decentralised Research and Jevelopment policy. At

the same time the ratio of applied to fundamencal research has been

adjusted to bring applied research activity to parity with that of

fundamental activity.

The desired outcome of these changes is to achieve a rapid
transition to a situation in which business driven, commercially
oriented objectives may be clearly identified with Research and

I Development programming and subsequent effort.
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