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The niath asecing of cthe feam set up o reviev the scrategi
Tobacco activities was held on Sth Noveaber 1987. '

2resanc: ¥r. P. Sheehy, Mr. G.L. Deannis, Mr. E.A.i. 3ruell,

Mr. D.L. Slobem, Dr. R. Salter (Secretacy].
Mr. B.P. Garraway was unable Co attand the zeezing.

i Mr. A.lL. HBeard and Dr. R.E. Thornton attended for ilems 1-7.
’ 1. The minuctas of the meeting held on 7th April wers agreed.

2. It was noced that:=-

(a) The DIET planc in Berlia vas to be mothballed and would e sold after
the patents expired in Sepcember 1988.

It had been hoped that it might be sold to Souza Cruz but owiang to
Brazil's import resctrictions this was lmpracticable. It vas aovw hoped
d that iz might be possible to arrange a sale to China.
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J () The APEX development was proceeding but progress vas ahyck pending
completion of izhalatcion toxicology tests. These wers expected o be

/ successful but had been held up by probiems at the testing laboratory.

(e) 4n offer had been zade to the ocher shareholders {2 Skandinavisk but
Van this had deea rejected and oo further progress i3 possidle ac presenc.
Rowever, the offar has been left open sand 1t may be possidle to re-open
negotiacions at some ti3e in the futurs 1f there is a change of attitude
by any of the ocher shaveholders.

(d) Good progress vas beinsg made in increasing ssles ia the Japaness
market. Details of this vere given in a brief reporc wiich had bean
circulated.

(e) It was still hoped thac it aight be possible to {uvest {n Turkey but
this project would not bs progressed untll after the slecticas. In the
weantize, exXports €O the counctry ware being promoced and s trial order
for 500 cases of Barclay had been recsived.

(£) Progress on manufacturing rationalisation was contipuing and
negotiations ware {n hand wicth the Unions regarding the closure of
Anreosburg. Osce these agreemencs wera in place, further changes would
be considered. The review by Mr. Slobom, of the optiouns for
aanufacturing rationalisation in Europe would be complete by the end of
the year. A special seeting would thes ba arzanged at vhich these
options could be evaluated.

——————

(g) Progreas in provoting & mora raticnal view of the effects of passive
: smoking had beea limf{zed but it was hoped to argsalss a counfersace on
;o low risk epidemiology in March 1989. Is the meantize, efforts to
: {aflueace public opinicn towards & mors odjective viev would coatinue,
concentrating on providing reasoned criticism of the vork purporting to
liok passive saoking with health problsas. Mz. Bruell also intended to
organise sn internal Group saminar on tha subject. .

- ..
-
Tam

RAD/EJR Smokaless Cigarette

3. The significance of the nev 'smokeless’ cigarette developed by R.J. Raynolds
vas discussed. It was noted that this vas being taken extrsmely sericusly by
TR who, {n sdditicn to invescing in naw production equipsent, had also
approsched the Surgeon Geaersl to obcain his reaccios to the propased
parkecing of the product. This had spparsntly led to advics that it should
ba evaluated by the American Reslth Foundation. /
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&, Mr. Heard believed thact the desizn of the product was such tiac the nicoctine
was derived from the tobacco and hence the product was likeiy £o de
classified 23 a cigarette rather than as a drug. He believed that the
praoduct could have a asjor iapact on che market and chat BAT should bulld up
research effort specifically aimed at competing with this {alziacive.

S. Mr. deard presented a paper proposing a programme of basic research for the
BAT Group, similar in cost and content to the programme praseanted last yasrt.
Rovaver, he also suggested that, in additica to this basic programme costing
£22 in 1988, thera should alsc be a supplementary programme to provide a
competizive respoase to the RJR smokeless cigacecze. Initlal escimates vere
that this would cost a further £lm in 1988, £1.8a ia 1989, £2.70 in 1990 and
£2.5m 4ia 1991.

6. 1z was suggesced that the funding of the £3m programme iz 1988 stould be
shared between the 'CAC' companies with the USA providing £C.%m, the UK
- £)0.75g, Garzany and Canada £0.57m each and Australia £0.21lm.

7. 3oth the research programme and the proposals for {ts fuadiag were accepted
as a reasonable basis on vhich to proceed. It was also notei that the next
revievw of R&D would be ia the autumn of 1988, at which time a progress teport
would be presented ou the work related to the RJR smokeless cizazecte.

Barclav
,/ - 8. Mrz. Bruell reported coantinuing good prograss with Barclay i3 =os: Zuropean
countries. Howavaer, Garmany coatinued to be an exceptiocn.

1t was intended that the Spanish monopoly would be offared doth this product
and Capri under licence, during Mr. Pritchard's visit i{in Daeceabder.

9. Mr. Bruell vould alsc discuss with Mr. Pritchard whether an approach should
be aade to Gallahers, offering to licence the product ©o thes. Assuming
Mr. Pritchard agrees, Mr. Bruell would then sound oug Mr. Cazeron to ses
whecher an approach would be welcomed by Gallahers.

10. The Chaimaan reportad the curreat viev in the USA which was that although
there vas considerable goodwill {n the Barclay name, the credidility of the
aczron filter offer would be difficulc and expensive to ravive. 3rown &
Williamsoo were now likely to promote an ultra—-slim version of Barelay bur
this would noc be pursued until Capri had been exploited to ke full.

Capri

11. Regarding Capri, the Chairman had already reported to the Board on progress
in the USA, which countinued to be sncouraging.

12. Mr. Brusll reported that progress on launching the braad {a European zarkecs
was up to scheduls and, following trial shipaents ia Decesber, Capri would be
~ launched nationslly in Belgium and Hollaod i{n January 1988, using supplies
from Ger=any. Io Germany itself, tha brand had been launched in Muoich under
the name Caprice and early sales were up to expectations. Elsevharte, the
oaly set back had been in Italy whers the Mayor of Capri was objecting to the
use of the name. The Germans believed that this prablea could be overcome by
using the name Caprica but Mr. Bruell bslieved that the problea should be
faced directly and the arguments against the use of the oams should be opposad.

13. Mr. Dennis reported that Capri was to be launched in Australia acd the
Chairnan again eaphasised that hes belisvad the product should be sold at s
full or premium price.

/...
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14. The Chairman asked Yr. Deanis to check on the posizisa in Canada and za
report back to hi= on this.

18, My, 2ruell renarred char the rsarning of tha enacial sropercias of Caprd
sos MT. STuSlL TepOrTEC CA3L tae testing of =S CSERCLLAL PTOPSTLAS Ve wapls ves
still in hand. Acrteapts were being made to obtain agreemenc to a staadard

test for sidestreas smoke., Iz addition, the deveicpment of a chromoscme test
by an external laboratory was also being mouitored as being potencially
useful.

16. The Chairman agaia eapnasised the importaace of taking full advantage of the
ideas that have been devaloped in the USA for the promotion of che bdrasd.

Rationalised Leaf Buyisg

17. The paper by Mr. 3rueil oun the rationalisacion of leaf buying for Eurape was
noced. Comazenticg on the tiae period proposed for integrating cthe buying
- requiresencs of BATCI, the Chairman suggested that the aim should be Zor
BATCT to be fs fully integrated by che end of the 1989 buyiog period, racher
than allowiag 2-3 vears for this to be completed.

Eurovesn Tax Harmounisation

18. Tha progress repor: by Mr. Bruell vas noted. Commenting oo the paper, the
Chairoan thought that L2 was unrealistic to expec: {mmediate agreemeaz on Tax
—~ Harzonisatlon from those countries which would suffer major changes 1= the
markat price aad/er tax ravenues from cigarecczes.

While it was obviously necessary to contiaue to push for the optimum systea,
BATCo. wouid need t> plaz cun the basis that only cthe =8 jor countries were
likely to be amenable to either the Commission's scheme or the modified
scheme proposed by 3aT.

Reorasencation in Italy

19. It was noted that 3rovn & Willlamson, BATICF, RBAT (UX & Export) and Heari
Wiccermans had all expressed satisfaction with the qualicy of service and
coverage of the Italian market provided by Italtabdbacchi.

20. Bovever, the Chair-an was uot convinced that the company provided the depch
of distribdution that might ba provided by an alteraative discribucor. In
particular, he quastioned whether the assesszent had been sufficlently wida
ranging, cousideriag non-Tobacco as wall as Tobacco based companies zs
alcermacive options.

21. Mr. Bruell agressd :o reassess the options for Italy during Mr. Pritechard's
visit at the ead of the year, prior to visiting italy to assess the situation
az first hand, early io 1988.

s Team Composition

22. The Chairman inforzed the mseting that he was considering changes to the
composicion of the team to increase its effectiveness through wora direct
represencatioa of Brown & Williamsoa, BAICF, and ponibly of the othear major
Tobacco subsidiacies. .-

A paper would be preparad for the CPC and the tsam would be informed in due
course 3f any changes that had beaen agresd.

RS/DJA
20th November 1987
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