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PILE NOTE B.A.T Industrier Diversification 

1. For an activity to be of interest to B.A.T Industries: 

(a) It aat he profitable and have growth potential (consistent tith 
Group objectives). 

(b) UC mst be able to take a leadership poritioo in the reltvant 
market segment aud this leadership position must bs based 011 a 
durable competitive advantage. 

(c) We must have kaovlcdge sod experience of ths industry/market at 
Board level. 

(d) It mast be of sufficient size to jastify Board tlra and to avoid. a 
disslpatiou of unagsment resourcss. 

(e) It should add strength to and take strength from other Group 
activities (l.c. there must be a positive advantage to be gained 
from msmbtrship of the Group). 

2. To meet the basic criteria: 

(a) It will be helpful if the activity is related to existing Group 
activities l ud cau draw strength from these. 

AIso, if there is sn identified existing Board member who has the 
necessaty kuovledge aud experience of the industrylurket. 

(b) Palling this, the nsv activity will nerd to be headed by a person 
who is of Board ulibre and who cm identify fully vith the Group. 

(c) Perhaps the greatest strength of B.A.T Industries is its ddt 
geographicil spread and activities which have unrealised potentfal 
for overseas apanslon uould be particularly suitable as 
investments. 

3. A ma jot issus is the extent to vhich dlvtrsification should bs 
cantralissd at B.A.T Industries level or at Operating Group level. 

Perhaps the me10 determinant of this is the dagree to uhich B.A.T 
Industries is prepared to trust ths judgemaut of the Operating Group or 
Company Board. 

Even if divsrsificatlon is delegated to a subsidiary level, there is an 
obvloua advantage to having a limited range of activities vitbia the 
Group so that some judgement un be applied at the ceatre (who mQht 
wish to employ analysts vlth specialist knowledge). 

As a broad ganerolisation, it might be expected that respousib1llties 
for diversificatfm would be delegated to BATUS, fntarversa, JUTCo- and 
to a mra liaftcd extant to certain major companies wlthia BATCo. In 
addition, the Associated Coopaufes will also have their owu 
diversification strategies. 

The other major uoalobacco businesses vi11 be managed by B.A.T 
Industries and the sau critetfa will be applied to tha as to other 
diversified activities. The key question here till be the degree of 
diversity that can be managed directly by the B.A.T Iudustries Board 
(1.s. if they cannot be grouped together, do we need to have fever 
activities?). 
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