
PRIVATE & COI[FIDA-ITIAL

TR)BACCO DIVII-ZT(@ll-BOARD OF MLTA@-'7-'-IZIT

of the meetiniz held onTuesday,22rd October l@-74 at 2.20

Present: Mr. P. Macadam (Chairman)
Mr. I.B.D. Blue7-:
Dr. S.J. Green
Mr. J.T. Husban@-@-
Mr. C.H. Stewar7 Lockha-n@
Mr. P. Sheehy
Mr. E.J. Symon@-
Mr. R.St-C. Walmisley

In attendance: Mr. B.G. Pearscn (Secretary)
Mr. H.A. Morini(:'-Tinute-@.@-u6only).

Absent: Mr. C.G. Bowra

Also Attended: [4x. P.D. Tindlel--(MinuteE B.602-606)
Mr. T.E. Daviez (Minutec B.598-606

and

B.'r-@98 Australia

Mr. Macadam reported on a -.-isit. country's
economic recession is verging :n severe.

in about five years tiles-=-reof cigarette
,market has dropped from 463'ot.: ILE%, la:-re-,-ybecause
of weakness in the lower part!E :!@@the This
is now being rectified and Wi-----=hope -@:be up to
40% by the end of next year.

The ot*-ez,activities seen =-Il ap-p=.n--@to be well
run but there are problems of c-ntrol T-@ such varied
activities.

There 4s R gap below the manaz=ment but
managers are moved frequently gain 4@ns'@ghtinto
different asr@ects of the Grouz's busi-.i=--=-@es.

Profits are down, larE;el-.:4-'Ieto s@crtage of
meat sales.

3.59q New Zealand

Mr. Macadam reported an z---'-Iusias-@@-cteam but
lost sales due to production

Profit is up, due to an item.
Trading profit is down.

B.600 South Africa

Mr. Bluett reported on a

There are continual small 7olitica- changes
but no major breakthrough is f7reseen. @-he
economic future is reasonably '---@ightin -cz)iteof
inflation.

Cigarette sales have beer. affecte@- a price
increase and market share is d:-..-ato 2C-

'
-'

?Ianagement is now more realist---*@:and is "aking more
notice of views e)f staff of ot-er eti,-,i-@-groups.
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Willards i@ slightly increasing m.=-rketshare
at ab,,ut 40% but tl,,emain ccmidetitor wil-l-not agree
to increase prices.

The confectionery business has an enthusiastic
team and is ahead of target.

Profits are on target but will be down next
yea.r unless there is a cigarette price increase.

I Central Africa

Mr. Bluett reported that morale is high, volume
is improving, and market share is up to 62'Yo.
Profitability is slightly down but a price i.-icrease
expected any day cculd double profits.

'=.::02 3razil

Dr. Green rezorted on a visit.

The new la'-Ioratoryhas a young and Dromising
team. It is honed they will contribute @o product
knowledge, -oartlicularlywith the need to combat Pil.
Their programme a,-,dbudget were d-.;Lscussedand it is
hoped that the@, will be able to benefit from
Group research.

A was'@e-ut'@lisation study grou-D wil-1 be set up
in Brazil and it is hoped to have a preliminary re-@ort
by mid 1975.

=.:-.)3 IJSA

Dr. Green redorted concern at an article in
riarketinz i:je@,is,reorinted frcm the Financial Times,
which it .qas fe'--tcould cause some embarrassment
in USA.

The technical difficulties of Duolite and
programmed filters halie been overcome.

The research budget is relatively static.

Canada

Dr. C-reen redcrted that the basis of sharirg
research kr@oivle,@@eand the ownership of patents
is not well understood in Canada and he will zut
it in wbiting for their consideration - after-
discussion wit- Symons.

The biolog4-cal work in Canada is now
effectively guided by Group R&D.

The R@@',Dpr-@-.ramme in Canada now looks relevant
and effective.

.;:'D5 Belgium

Mr. Stewart Lockhart reported on a visit to
discuss the Benelux budget.
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The 7-791gian market share is 13%. There will
be a 3',@@@-:riceincrease in two stages over the
next few months. Volume reduction forecast is 4@'o.
This wcu@---;mean no dividend this year but future
years wr,;!,ibe more satisfactory. But the volume
reductif;n may well be more.

Presc-lireon production has eased but there are
still s,@=eproblems. The riarkgs are now working
better b--ztthere is still high wastage.

Co=jnications within the management in
Holland '-,avebeen weak but will be improved.

B.C-06 Denmark

Mr. @--tewartLockhart rep,7.rtedthat there are
now two elected workers on the Board.

The dividend is unchanged.

The irofit f@-,recastthis year is down slightly
because z--ices cannot "-.eincreased.

Ci@=-rettes c--ntr@-'--.iiteirds and cigars 4rd of
Drofits.

B.EO7 Ha

Dlr."*almisle-,.-re@,-.-tedon a visit.

A @-@--IficultFC season. ELT had to buy of
a crop @;-'227 mil-lion r.ounds in face of heavy
demand '--.itthey are on schedule and will fulfil
require--=--ts.

Qu::--i'uyis good. Average pr@.ce aboutS'l.05
against -zrder891 last year. BAT ecport price will
be abcku@-

EL-- --a now more e@'ficient and morale is good.
Weaknes-= at the toD but middle management is
T)romisina:.

Processing ic-:goc-dand costs comuetitive. ELT
has bet@--,---equipment tl-an B&@l and throughdut is
-10%

At t,:ewarehouse is completed. and the
new prcc=4zsing plant nearly so. The new machinery
is alrec_g-.-installed and the old machinery will be
transferred at t'leend of the year. Processing
will start on lst July 19'@5and throughput will be
two mil-1-4-,npounds oiidouble shift daily.

The final cost will be about $15@ million
against @,-e estimate of $,IOJmillion - partly extra
equipmen@, partly inflation.

There will be cas*-flow problems due to financing
the nei-i@lant and cost of borrowing. The
possibil-l-tyof increasing char-es is being studied.
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The Burley m=,rket opens soon. Qttal@ityis
poor and the cror will be 555 million pcunds
against a demand o-r some 650 million. A-ierage
price likely to be S@1-15 against 92,elast year.

The Viceroy/t-@aleigh blend has been im-rove,;
with more air-cure,-'and oriental and better density.

The South Carolina lawsuit is expected '.odie
after elections ne.-.:tmonth. The Kentucky lawsuit
is expected to dr?@, on for a long time, andm
therefore cost money, but is likillyalso to die out.

B.608 Tanzania

Reference: Morini's note of
17th October 1974.

It was agree,4-to recommend to the CPC 'he
draft Technical Ccnsultancy Agreement, for BAT
to provide BAT Tanzania with technical and
c@,nsultancy servi-.-?s,and the Side Letter da'ed
October 19'14.

It was noted that:-

1. ag:reemeit for three years from
ist January 1975 provided receidt c-rd@@wn
payment @n the sale of the remain-'-nz
shares, @.r from such payment;

2. fee of 0.@-@5%of turnover plus agree.--z,,;ms
for UK e----)ensesof expatriate sta_F_':

3. satisfac--nry terms for e-=,atriate -@-ca@'-@
who will remain BAT employees;

4. Wills and Players names and marks tc be
transfer--ed to BAT except Ecfoas=--.7a@d
Legation; and

5. six mont-s' notice of terminat-'@@non
default.

B.6109 Switzerland

Reference: Form dated 18th Oct,,@"-@er'97-.

It was agree@- to recimmend tn the C.PC t'-e
c.onstruction of a -..i;irehouseon land adj*acen' '@o
the Geneva factor7..-at a cost of S.Frs.
(.CI,238,000).

B.,--.10 Nigeria

Reference: I'CP form dated 1'(tliOct-nber -97L.

As part of a planned expansion and moder-lisation
progra=e to increase secondary manufacture from
800 million to 97.0 million monthly by September 1976,
it was agreed that Nigeria should order 5 x 20S
5,000 AMF soft-cu-o packers at a cost of
N. 700,000 (E482,Zoo).

(Tir. Dawson
Mr. Keen)
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1 Maliwi

Reference.r4r.Bluett's n,:@e-)f
15th October and cable date,;- October lc)7-,.

It was agreed to reco="en4- to the @IPCthat
BAT (Malawi) increase the capital of
Kw. ?00,000 (Z350,000 - 800,@ 20% TET', by
capitalisation of Kw. L,-00,0(.-;C',.P;-00,000)from
reserves and then the issue 0'--7w. 300,000 or
Kw. 366,000 at par to the I-,ives-ment& Develonment
Bank of Malawi, giving that either 21.43c,@or
25'loof the total issued

B.!'Z@ 2 Sofical

Mr. Bluett repor'led th=-tc-,)-@icalhave suzqested
a joint holding company with 77-=sibly 409"),--
Sofical 40% and MIC 20%. T-'-z--.-,-,juldnct give us
control and our share must '-.c-'-4-,-her.

Sofical have asked if a :@r,--tionof our
interests in some African cT-.--n-niesc@,uldbe included
in our contribution e.,-,.Ghana, :igeri---and Zaire.
However, if we are later recu4---9dto increase the
percentage of local shaiehol(@@-'-nz,then ..!emay
thereby lose control. It was f-'='-tthat wc coul-d
agree that we were intereste-4-in e-cplcringthis
idea up to a small percentaze 5/c. 7t Was
agreed to recommend this tc t-= OPC.

Educational Assistance in T@-.

It was agreed that th-=:---:@osalsc--,ntaine.,@-in
Mr. Calvert's note of 25th -ze---.=-ziber be
referred to fir.Dennis for cons@@:ieration
but that implementati--,nof a-7 4-ecisicnshould be
backdated effective t',IeAut-.-------,erm.

Dur*---=--'

7z.@5@-4 Marketing Committee

The mintites of t'-Iemee-l-n@-@)ft'-Ip-z
Marketing Committee held c.- October '1974were
noted.

B-615 Tobacco Division Staf-@'Stre-@--.-

The list showing Tobacc@@ --4--.!isiorstaff
strength as at lst October was noted.

It was agreed that the establi---i=ent
should be shown on the next

(i,ir.

E.E-116 TDB Meetings

Reference: The Secretar-.@-'-=note of
18th October lg'(4. It was ac-reedto rescind
Minute B-574 and, as -BAT Boa:,--'*-'eetingsw@11
generally be held on the las. ---esday -*L,,ieach
month, Tobacco Divisi-n Boa.-,-@@-'----tingswill, with
effect from the first meet4nz*-'-nilovem@-,er,be held
every Thursday at IO.'I:t)a.m.
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B.617 TDB OutstandinKs

Reference: The Secretary's note @4-2te,;-
18th October '1971@.

The list of )iitstanding items was re-,;'Lewed
and it was noted that:-

1. Project Bronze is abandone@-'-;

2. r-ir.Symons is studying the @a:r
implic;3tions of expatriates ir,some
countries being BAT employees on secondment;

some, but not all, Territor'al
Directors and teams have out the new
management appraisal systz@-

4. Dr. Green will circulate a --97-r,
on the growing and product-.--n o,-@
menthol; and

5. it was noted thatall Direc'@:--@-'
letters relating to policy z-ndall
other important matters should '-e
circulated on the TDB Direc7@rs
Reading File.

E.618 Tobacco Division Projects

Reference: The Secretary's note
!8th October 197L'.

The list of Tobacco Division
occupying management time in London

E.C-19 UK r'larket

Mr. Sheehy reuorted that Amer-'@c=-n-7:-@acco
may have acquirea a ccm-mon law righ-r"-.@Luc,c-jStrike
in the U.K. It is therefore unwise 7: c--,-ti-r-ue
importing the brand from them and he
examining the necessity of -supplies a "-@ATsoa:-ce
as soon as possible.

B.9-C@-0 Brazil

Mr. Husbands reported an averaz.-= Dr4@ce
increase from mid-October which wil-- 7!e-a aI
substantial increase in profits, abc-.:@Cr5 .70e-.--cess
or Ll,250,000 up to December 1974.

Ilexico

Mr. Husbands renorted that the -.--4-cei-icrease
reported lact month aid not go into e-@-'ectuntil
1?th October 19,7LL. Increase 10@ to z@er packet.

The meeting ended at 5.00,P.M. Lr4
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