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Central 

1. The firat priority for BATCo.. vhlch should ba reflected in the 
performance criteria for the Number Ones in operatiug cw~niea should 
be to achieve progrcsslrt gains la sales, market dare. profita, 
profitabillcy and unh flav from BAICo.‘r cxiating Tobacco 
activities. 

2. Opportunities for expanding into ncv Tobacco marketa should also 
continue to be 8ought, especially vhtrc these arias through 
rtlazsclooa in state conerola or through opportuniUer to plichaac an 
existing market leader. 

3. In addition, opportunities for establfahfng or upending orher 
activities ma9 also be considered in cases vhtrt:- 

(4 The tobacco busincsa is already perfocming aatlafacrorilp. 

(b) There are spare funds. vhoat repatriation is uneconomic. 

(cl The aev activiry ia elthtr necessary or desirable to support the 
tobacco business tither directly or in its relationa vith 
Covcnmtn~. 

4. Although there vill-ba a preference for these nev activities to be in 
Financial StTpicta, Retail or Paper/Pulp it is appreciated that, 
especially in developing countries, there may not be suitable 
opportunfriea for investment In these activities. In these cases, a 
preferred alternative vi11 be Agribusiness, linked if possible vitb 
Biotechnology. Hovtver, it should also be emphasised that although 
Agribusiness is expected to be an important activity for individual 
countries, the overall potential for profits is not conaidtrtd to be 
sufficient to jusrlfy treating it as a -jot Group devalopotnc. The 
degree of priority and the resources to be committed to this activity 
should therefore be scaled accordingly. 

Financial Cuidelinca 

5. Returns : MTCo. ahould aim to achieve a current coat BONA of et 
least 202 for the Operating Group aa a vhole, vith 00 individual 
business caning a return belov 152. . 

6. Dividends : The mfnim dividends expected from BATCo. are:- 

1987 1988 1989 1990 1991 1992 - - - - w 

fil 122 145 167 192 212 230 

It la appreciated that WSCo. ‘a UK cash flov may not fully cover the 
dividends proposed for 1990 and beyond, some of vhfch vi11 used to be 
paid from cash deposited vfth B&TIP. 

7. Debt/Equity : BATCo.‘a debtjequity ratio should remain at 15% or 
belov. Tberc ahould be eoatinued emphaaie on maximiring cash flov to 
the UK, evto at tbe expense of additional borrovfng overseas. 

I . . . 
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Specific PrIorItIts 

8. Market Shares : For the Tobacco businesses, priority should bs given 
to l chievlng improved narket abarea in the higher margin producta, 
especially In the developed countries In Europe and in Nalaprla. There 
should also be a continuing enphula on lncrtralng Exports. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

Strategies to compete vlth Marlboro rhould be formulated, market by 
market, using the moat appropriate brands for each Prarket sod market 
segment, concentrating on competing for the younger adult smoker through 
campaigna specifically directed at thfa cuatcmer group. 

There should be continuing emphasis oo innovation both In product design 
and In marketing. Particular emphaala should he given to Improving 
narket shares In Barclay and to the launch of Ultra Slim products. 

Quality : There should alao.be continuing enpbasis on quality. In 
particular, it nay bt necessary to consider lncresalng the proportion of 
imported leaf used in certain overseas conptnits where the local leaf 
falls to provide the quality required. 

?rodoct ion Coats : There should be a conffnuing aim to be the lowest 
coat producer of quality cigarettes. Tvo l peciflc developnents to be 
pursued vi11 be:- 

(a) The further development and use of the 'Apex' expanded tobacco 
procear. 

(b) tlsnufacturlng rationslfsation, especially in the UK and 
Continental Europe vbtre the joint study vItb BATIC should be 
completed and its findings lmplentnted. 

EBC Tax Harwnlaa~lon : BATCo. should take a leading role in 
formulating an approach to the Tax Harmoolsatlon Issue in the EEC vhich 
vould be beneficial co the Group and vbich vould be likely co be 
acceptable to other Tobacco companfes Including the State Monopolies. 

Smoking Issues : BATCo. should also take a leading role In promoting 
the compendium on orpoking issues and In setting up a conference on 
lov-risk Epidemiology. 

16. 

MD : BATCo. has a conclnuiag rtsponaIbllity to formulate aad agree 
vlth the other Tobacco operations, a Group-vide programme for R6D In 
Tobacco. This should be presented to the Tobacco Strategy Reoltv team 
for their cossaents, prior to lmpltrentatI0n. 

Agribusiness : BAICo. should strengthen the nanagtaent.and control 
of the Croup's Agribusiness actIvltita:- 

(4 Ensuring that the people responsible for each Agrlbuaintaa 
activity have the necessary level of expertise to be able to run 
the business efficiently. 

(b) Considering whether it vould be advantageous LO employ a 
consulcant; to provide the technical expertise required In the 
Idtnclficatlon and assessment of potential nev burinesa 
opportunities in AgrlbusIneaa and to assist in the Initial stages 
of the Implementation of any projecta which are agreed. 

17. BATCo. ahould also be prepared to take over tbt full reaponalbllity for 
managing the relationship vith Tvyforda and for eatabllahlng a eloeer 
link betvten the Croup's Biotechnology and Agribusiness activltiea. 

RS/DJA 29th July 1987 
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