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TOBACCO DIVISIOR-J BOAIRD OF F-IANAGFMENT

FrLda-/. 25ti-i @une 197,3 at 10.00-a.m.

Present: Mr. P. Sheehy (Chairman)
Mr. C.H. Stewart Lockliart
Mr. I.B.D. Bluett
Mr. C.r,. Bo@,ira
Mr. B.P. Garraway

Mr. N.W. Goddard
Dr. S.I. Green
Mr. R.St.C. Walmisley
Mr. P.r-. Wrig@il:

In attendance: Mr. B.G. Pearson (Secretary)
Mr. H.A. Morini

Als-D a@-Lended: Mc. G.U. Dennis
Mr. P.j.H. Rackham (0-138)

D.138 Plant-i.-ig

The purpose oz the meeting .vas to identify
the issues facing iis ir, 'lie next terl years, so as to be
able better to plan t'ie nex@- three yeirs at the Novemlier
planni--ic -ne(--i:',-ng.

The meeting considered -3nd, subject to
cert@ilri change:3 and clarifications, appri.)ved the @lollowing
papers:-

The shape of the tobacco industry

Assumptions and strategies for marketing

The shape of the process

The sh,,ape o-@ our business

A f,*-nanci-al vi-eit the Divisl,,)n

Specific poi.-it--zmade were:-

1. In certain selectp-d are.1s, pirticill.:irly il tilel
develi-)pec4A and f)rofitable colintrie5 and in ex?L-)ort marketsg
we ma,! ti,,i,.reto be prepared to forgo some immediate profits
in order to m,i@'ch cornpe'liti@7:@@by investing more on
advertising a,id i)romo@--4-on and in development work in
areas whicli are seen '-,)li.=tvealong-term future. bull only
afte.,.-we are confident tiiat the product is ri(3ht.

2. The present big I-our companies (which may become
the big three) will in--i-ease tlielr total world market
sh-i---eand irnpli-2f7 acquisitions.
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3. There *--= need fot:- consumer te:3ttng in developed
m=-r'-ets on :--IT vs. PC7@ before committing our-selves by

4. Con.§ide--atLon slitDtil.I be given to R,&D moving
a i.-ix- from t*.-e emphasi@3 on saving m,.)tiey in prodtiction

tc%.i.-.irdsqu-21ity and cf)ntrol of the product, i.e.
cin----?mer ac@--eptance and lowering ):)iological activity

a!; F,t c(-)n @.r,:)I . For e,,aini)le, pofsible ne@v
.lc--:-:ds of z-il-ting tobacco which (J(-)not employ the
@:f,,:-:--:,e!3sed'@:lieese' technique.

It waa reported thit the Groul-) will se@irci-i '.Dr
hoL,---2 -3s a rossible accluisi@ion.

There a di.@,ciissioii on Dr. Kilburn's tec@inol:)gic,--l
--cr=-=ast tli--", as the major cost of secondary manufacture
is -=bour, reliable c(-)inputer controlled m,-idiinery shotild
.
oe and thall this will not be achieved by the
.mi@-c:*--'-ierym=-.-itifacturers following their, present policies.

felt @hat such machinery was reialisable although
@-e-.-=-'-opmen" oL' it wotild involve ininy other c(3tisidera"iori@,7,

on the ex!-.ent of our invr.)l-,rem.:@ri"@.
prepare -a paper on setting up a group @-o

L,,lr-=@e this. with -a considt-2ced time limit of perh@irs
@-Dr the ar-,Dup to report.

In cou@-ries wher@e BAT moves into a minority
:-@r autliori@y and influence woiill be exe!7cL,3e-t

:-,e or o.@ the E-)llowirig: a BoarrJ
ownef=-h;-p; T,&A arrango---nents; approval of ar.:)oi-.-i@--menz:s

r,-.--iigem; a-@--' training o' FULU re top m,inage-.--.
i-r is nc: possible fir t@ie represerit,itive on the

a :!roxy from BAT)to be a Millbanl: based or Millbant,
e:<Pat ia@f e then, to avoid a possi'ole conflict o@

ir-=:.-est, h= should not be a locally employed national.

S. On the question of future central support for over-
-cet--=comparl-as the ilollowing points were made:-

-i) Cz,itir,-oedBAr autli(.)-7it-yimr)lies
BA-L support.

(b) T@.e dilemma 'that the smallest profit

e-rriers te!-%iito need the greatest suf)rort:
Llie d=-,,cee of must be in

-)rtion @6,Dtotal income; but th@it
c@-isiderat@@on must also be given to tli(-

o,@ long-term improvements
in each case.

(c) mus@--be reduced to (::oijntrieF.L
into a minot7ityI

wtiicilcannot rei).a-yttie
5.-::-Por.tL,,-.-),:,-Ilincf.)IneLo U.*!<.
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9. Before the @jc*.rc-mberplanning meeting it will be
necessaryid revie@.;:-

(a) The degree of authority desirable and
possible :Ln the case of each company.

(b) The leve'- of support to be provided to each.

(c) The proi----tednumber of Millbank-
o-.-/nede:,::atriates.

(d) The Mil'-'--=-nkorganisation.

10. Because of t-.snumber of companies likely to move
from subsid,*-ary =-3sociated company status over the ten
year period, cons 1--@-eration will be given to recommending
equity accountinc :o the BAT Board, so that BAT's
percentage of th@ principal associated (minority holding)
companies appears *-nBAT's published Balance Sheet and
Profit and Loss Ac@:-.Duntinstead of simply being included
in di-,iidends

11. Substantial -'--;ndsare likely to be available 1-c)c
investment. in ad@--@--ionto any likely tobacco acquisitions,
and consideration must be given to the use of those funds.
The past Ad hoc =-,nr-roachis no longer acceptable. There
should be an in'Lei---=-tedGroup approach to future
diversification a-@- it would be desirable if there could
be divers il'@-caticn -*-ntoan industry in a developed countr,..,
which could tie ir.-.-ii-thdevelopment of operations in
developing countr'--=-=-

(Mr. Rackham)

D.139 Chairman's ReDort

Mr. @-7*heehyreviewed the principal activit4-es
since the last TD:.:meeting.

D.140 Finance ::-*---@ector'sReport

Mr. Garratqay revie@%,ed:-

1. The fl,@,@/oc zm-@h from Tobacco Division to GHQ.

2. The propose@- :@rporate structure after the TST/BAT
merger.

D.141 Canada

iNl--.-cheetivrepor'Led en a visit.

Th-= D',Ivisic@-,comprises miscellaneous
MOSL@)ijzii-iesses. are prof'l@@able and

dci-n,g

Foods in Ul--zALs profltal-,le and
has ambit-*--o@.is CD

C:)
(7%
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D.'1-42 Oriental Leaf

Mr. Walmisley reported on =-visi-11@-:@Greece,
Yucsslavia @nd Turkey wit@l,Mr. W.@f. Scott @rom Ba*.-:.

It has been a sellers' market for past
2-3 years due to small croos and big demand. Prices
have increzsed approximateiy 100% over the last 3 -,,earsin
Turkey to USS3.65 per kilo, with sharp increases 2'.r.

other countries.

Ho@,jever,the 1976 crop in Turkey hA--z
greatly increased. R:ices -.villlevel off -*-n1977
mA-,-go down for some type=-.

B.A.T. tot=-l oriental purc'@-=-se -::ear
be 6.@--,0,000kilos. Owing to a big 4-icreaz= B&W

r=-cuiremen"s, anticipated purchase in 1977 -;jill'-=
500,000 'vilos.

Staff has been reduced to @@hree, he=-ded
b,..-i@ir.J.fi. Westxjood who '-,-=doing an exce'-@l-entjc'--.

The net income to t-,ecentfe in re-=:,ect
o-@ commis-z'-ons and buying expenses be $850.C: : I,n
!':@-4-@-77ar,-4is forecast --::be $1,300,000 1977-7::.

D.'!-43 ;-ialavsia

Mr. Goddar@4 reported on a vi-sit.

Incidence o@@ communist ins74--red v*-:,'-ence
i--=-nore widespread than published and the@7=-is c::n=ern about
t'-Ieabili@--..of t)iemilitz-ry to control the situ=---!-:.,nin
tl,,elonger term.

The real crowth in GNP las@- year '--zec-@-,imated
2.5% bu-- forecasts ar-m-6% for 1?76 ris:-ng to

subsequent'---.,;the inflati-on rate is curre-@-ly 4ic!@.

Market sh=--reremains 72% ('-?75 and
m@-i-nbrand-= are selling

The 1976 leaf crop is of be:t--er
25% Ic-...@-rin quantit-.- and this will enz-ble -ol/er-

s:--z@ckedposition to be re--tified.

Prc-@it af"er tax is estima@-ed a@ higher
t';-.a-nlast -.;earand the cash position con*-,-*--iues :-.-,iorove.

C. '4chwei,zer - Fkezonstituted Toba@-::o

Reference 7DB minute D.136 ol@ 27.z.-A.

Dr. Green reported that a paymer: lp
cer kilo 'the Sch@.jeitze---British paten@- ",as be=-.--greed
: .

- -eemert is t=--'-nac and a formz-'@ agr

C:)
ol@-
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