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The purposs of this note {s to provide background on the teras of rafersnce
sad issues for the Tobacco Strategy Review team meeting arranged for
31sc Octoder 1988. .

Terms of Reference

l. When the team was set up {n December 1984 {t vas agreed that its
principal aims should be to ensure that the Group mounts a coherent
strategic thrust in Tobacco, that there is effective technical and
markecing co-operation between the Group's Tobacco businesses and that
there is & unified approach on Smoking Iasues.

2. 1t was noted that the team would be concerned with major nev
iniclatives and with removiang structural and other obstacles to
effective marketing or techaical co-operaticn.

It was oot intended that zhe team should be concerned with zomitoring
progress in areas where co-~operation i{s already proceeding
satisfacrorily or with issues which are specific to ouly one Operating
Group. However it may be used as a mesans for sharing inforamation in
cases where this appears t> be appropriate (e.g. where a parcticular
development in one company could be of wider fnterest).

lssues

Issues which have previously beea covered by the team or which have been
suggested for consideracion are outlined below. 1In each case, the current
status of the issue is reviewed and reports due to be presented to the
meeting on 3lst October are noted.

1. Policy/Action on Smoking Issues: BATCo. are responsidle for the

production and dissensicatiocn of the Smoking Issues Compeadium and for
organising seminars to discuss the issues. Following an i{atermal
seainar on Passive Smoking, a public seminar on low risk epidemiology
has been arranged for March 1989. NMr. Bramley {s due to Teport
progress.

2. R & D: 1n the past, the team has reviewed the centrally
controlled element of the Group R & D programme and has coamented
on:—

(a) Priorities.
(%) Levels of expendirture.

(e) The allocation to individual operations of the work and of the
charges for this activity.

Mr. Heard, vho is responsible for co-ordinating the R & D prograame
will be invited to present his proposed programme for 1989. At the
sase time, he will also report progress on projects Afrbus and
Greendot. Mr. Pritchard will be asked to provide information on the
reception in the market to the launch of the RJR smokeless cigarette.
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3. [Irocess Developaant

(a) The team has monitored the davelopmest of the AFEX expanded
tobacco process and Mr. Bramley will provide a report on the
curreat situation.

(b) It was noted that the DIET planc located in Berlia would be sold
after the patest expires f{n Sepcember 1988. Mr. 3ruell will
report on the current situacion.

4. Lleaf Buying

The team has ooted the benefits of centralised leaf buying and the
curreat aim {3 to have BATCF fully integrated in this system by ead
1989. Mr. Bruell will teport progress.

5. The Development and Marketing of New Products

The team has laitiated action to accelerate the dissemination of
Barclay and Capri into a wide range of markets. Mr. Bruell is due to
report on this and will also report, with Mr. Pritchard, oo the
possibility of licencing these products to the Spanish monopoly and to
Gallahers. ’

6. Implicacions of Europe 1992

The team has noted action being taken by BATCo. and BAICF in relation
to the EEC {nitiative to create a Single Eurapean Markec by 1992:~

(a) ©Preparing proposals to the Commission on Tax Haraonisation and
trying to preserve, for as long as possible, the Duty-free
trade.

(») Preparing proposals for marketing and manufacturing
tationalisation.

Mr. Bruell and Mr. Bramley are due to report on this.

7. Exports

It has been suggested that the tesn should review the current
situsticn with regard to exports and should cousider vhether some
general guidelines should be established for deciding where and to
what extent export opportunities should be pursued.

A background paper oo this subject will be circulated before the
meeting and there will also be a separate paper from Souza Cruz
Vs regarding the potential for exports from Brazil.

8. Other Strategic Optious/Issues

Other i{ssues which have basn cousidered pravicusly by the team but
which are not due to be discussed at the meeting are as follows:-

(a) The potential, priorities and vespousibility for new initiatives
to become established or to {mprove mariket sharss in markets
where there is an identified opportunicy to do so (e.g. Japan,
China, Turkey, Thailand).
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(b) The poesibility of acquiring tbe outside shareholding ia
Skandanavisk. This is being kept under review but it does not
appear practicable to pursue it at prasent.

(e) The possibility of improving the representatioan ia Italy
(considered by Mr. 3ruell and Mr. Pritchard).

Managenent Developmeot

Although not spacifically covered by tha terms of reference, it has
besn suggested that the tear say wish to consider the pocancial for
improvenments in the arrangements for Mauager Davelopament, reviewing
the contribution made by the courses at Chelwood and considering
vhether it would be advautagecus to organise more transiers between
Tobacco companies in different Operating Groups in order to accelerate
the developmenc of the zanagers concerned and to benefit from the
greater exchange of knowledge and experience which should result.

Conelusion

Moet of the items detailed above can be dealt with relatively
briefly.

However, {t is anticipated that there will be more substantive
discussion on the following issues:-

(a) R & D (Introduced by Mr. Heard).
(b) Europe 1992 (Introduced by Mr. Bramley and Mr. Bruell).

(e) Exports (]’:n:roduced by the Chairman and including consideration
of the paper froa Souza Cruz on Brazilian Exports).

The tesas may also wish to cousider which issues should be dealt with
at the naxt meeting of the team, whether Management Developmect is an
f1ssue which should be considersd by the team and whather there are
other issues, not covered in the outline above but which the team
should slso consider. .

RS/DJA
3rd October 1988
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