
Note to Dr. R. Sal

R&D Prioriti

Since 1985 we have niintainecla computer data-barikof R&D
projectsccndxted t=,oL#@ the entire BAT GrcW; this
classifiesprojects:-.ya variety of descriptorsand i---rd
a-Uocatedeffort. L@iorder to give an irxiicaticnof the
relat.iveprioritiesattachedto these variousprojects,this
note defines the major business objectives being addressed
(whichappear as one of the project descriptors),and the
percentage of effor--devoted to each business objective,
averaged across the arcup. It then illustrateseach of them with

Of the more im=tarrt projects.

smke Ouality imrt?.---ent

"lb have the tAx±=!=N to enable Graip Companies to achieve
sL4D,P-Horityover le-,Aingccrq.---@tivebrands and to be able to
-intain smoke quali--ywhilst responding to other probable
restrictions. Mus dill include the need for reliable methods
of meas=im c=Ls=e---assesswnts".

Effort allocation: (but as high as 57% for B&W).

M,jz category irx--Iu:5esevaluaticinof alternativetobacco grades
and the potential f= tobacco inprovemnt throughgenetic
adaptation. Also avered is the inpartantarea of sheet
techm1ogY, M-ir-lud--iga==nla t3@twzrts, and the search for new
casing and flavoLm---%;materials. Alternativetechniques for
consumer research a--idproduct testing represerrtan additional
priority topic, as does mwty of the extensive range of projects
associatedwith on aT4 off-linequality ccx.tr1.

Pr,o@ Madificatia-,in Res=ise to Remaatory kthorities (and
Coris@ Demand qp-rL--atedby F,=Aatory Issues)

"Tb be aware of a.U legislativestandards affectingpresent or
proposed future Qrom protmts/processes and to ensure that
technology exists to enable these starxlardsto be achieved.
Additionally,to ers=e that the Group is technologically
prepared to adapt prodicts to meet standards irposed on the
irdustry,without i=mirment of consumer acoeptame."

Effort allocatim: :St (bA as high as 24% for SouthautD,@-mR&D).

ihis is a brom catagoryarc=passing such diverse activitiesas
the search for apprcoriatemeasures of smoke biological
activity,methodsf= assessingthe fabric-ignitabi-lityof
cigarettes ard m&w@ of reducing the mimr compments of smke
includingcarbon ma-cxade, all of wbich increasinglyare
attractingregulat=y interest. Also includedin this sectoris
cur basic researdion envir=ental tobacco smoke and the
reduction of sides----eamsmke.
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Cost Reduction

ll,lbhave the ted='--ogy capability of being the lowest cost
producer for oc)rres=xbxig styles of products in GrcL3pmarkets
utilst maintaining gmlity stwxbrdsl-.

Effort allocation: 64

Inportarytprojects 2--1this category imlucle the evaluation of
alternative means of cutting and dryirq tobacm and of
alten-ative feeding devices for cigarette making machines. In
general the aim is to seek improved filllrxgpower ard tbz
reduce tcba costs.

Cigarette r-hysical?--rareters(2Llbjective)

'"Ibidentify caisum= stardards for performance and to be able
to achieve these bc@,-2iefficiently and ocnsistently whilst
respandim to other probable Lestrict-i

Effort allocation: -54

Several of the Cos@.Re&icticn projects also fall into this
category; tcba f,-'lu)g pcr,@ ard its p*.P@ for uproved
f=i--.s and ctip--=guette features are prior3.tytopics.

Alternative Produc"-s

'"rbposition the Gra;p with appropriate technology in the event
that alternative pr=lcts to ccrnent-ionalcigarettes either

be=m a significar-.threat to clirbusuiess or constitute an
appropriate diversif--'c:atian".

Effort allocation: 4%

This category cmpr--ses just two projects: NOVA, which
represents the BAT --nzxbmentalResearr-haim-riat a Premer-like

locigarettellfor the '-cngterm; ard GFmwr, wtdch -:k to
establish a range cf prahr-ts utame tar/niootlr* ratio is much

la4ex than for cornenticnalproduats.

The above hlsb-,essObjectives account for 60% of the total R&D
activities of the Q-iW. Aput fram the specific tcpic of
Agro-technologY covering essentially the leaf programmes of
Brazil which am=,ts for a tuther 5%, the rest of the Group
projects either do -ct fall into the above categories, or span
several.

The total experxlit---eof the Grmp on R&D is apprcximtely
E30 mn. p.a.
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