
sur*imARY OF GROUP NIARKETING STRATF('-tF-q

(Thisdocument replacesallpreviousMarketing guidelinesand should be read inconjunction
with theBATCO Marketing Depanment Mission Statement.)

Objective:

"To develop a longterm worldwide marketing Plan Which makes BATCO g-3inmarket

le2dershipon theback ofone dominant brand. Long term so more than two

Internationalbrands per regionshould be supported continuously."

Str2tery:

The worldwide trendto intem3tiotialbrandsisrelentlessand theirglobalmarket penetration
has doubledoverthelasttenyearstomore than 12%. Accordinglymarketing resourceswill

be concentratedbehindthefollowingkey internationalbrandswith particularemphasis on

the designatedregions:

Benson & Hedges Worldwide (Where owned)

555 Asia & Indiansubcontinent
Lucky Strike Worldwide

Kent Far East

Barclay Europe

Generaland market specificbr-indguidelineswillbe issuedto alloperatingcompanies as
pan oftheCompany Plan process.Operatingcompanies should demonstratehow they
intendtoachievemarket leadershipfortheirkey internationalbmiidover the longerteniiin
accordancewithover:illbrand plans.Itisexpectedthatno company willsupportmore than
two intemationaldrivebrandslong term.

Loc3l brandswillcontinuetoform themajorityof theGroup btlsinessoverthe coming years.
Resources shouldbe concentratedagainonly behind thosebrandscapable ofsustaininginthe
long term significantconsumer franchises.This shouldbe on thebasisof localheritage
wiiichcan ao be coveredby internationalbrand promises. Itshould.however. be foreseen

as a long tertnnichee.g.PrinceporirnyingtheNordiccharacter.In orderto move towards
thelongerterm objectiveof buildingmarketle3dershipon one ortwo dominant brandsper
region,itisexpectedthatno company willhave more thanthreebrands in itsdrivebrand

portfoliointheshorttomedium term.

Emerging consumer segme3itsshouldbe covered preferablyby spin-offsof existingdrive

brandsorlaunchesof drivebrands "rom neighbourijigmarkets. Free-stindingnew local
brand launchesshould be avoided.
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Ob4ectoye.,

"To Improve BAT@o's profitabilityby building brands with criticalMass allo@vingfor
spending synerries,manu(2cruring scale, research concenir2tion, speed Of innOV2tion
and man2rement synerrics."

S(r2t=:

PhilipNlorris'internationalprofitabilitypermilleiscurrently85% higherthanBAT, Thisis
a functionofa limitedbrandrange(lessthan40 activetrademarksversus240 forBATCO).
concentrationon thepremium end of themarket.consistentglobalor recionaibrand
strategies.emphasison marketingefriciencyand productivity,and largeraverage
manufacturingplantsize.

The attainmentofthesesame virruesformsan integralpartof BATCo's marketingstrategy-
The importanceofconsistentsupportof a focuseddrivebrand portfoliohasbeen described
above butthereareotherissueswliichneedtobe addressedby operatingcompanies intheir
planningwhich arecriticaltotheattainmentof thisobjective.

,Ivl2rketingProductivity

Allcompaniesshouldseektoachievereductionsofat I=t 5% p.a.inrealpermilletrade
:indconsumer niarketingcosts(excludingbrandcommunications expenditureand
depreciation).Methods toassesstheefficacyofmarketingactivitymust be developedforall
aspectsofthemarketingmix. There isno reasonwhy marketingcannotbe subjecttothe
some qu3ntitativemeasurementdisciplinesthatapplyto.forexample,production.Operating
companieswillbe requiredtojustifytheirmarketingplanson quantified,researchbased
criteri3ratherthanjudgement. Measurement systemsshouldbe focusedon theconsumer and
evaluatedagainstkey competitorbrands.MillbankMarketingwillactivelyseektoestablish
and communicate appropriatemeasureiiientsystems but,intheirabsence.the onus remains
on theoperatingcompaniesto ensurethatappropriatetoolsareinplace.

Operatingconip3niesshoulduse wliote%-crcriticalmass isattheirdisposaltoensurethatas
much aspossobleof theirniarketinl,budc!etisspentalaitist%lieconsum r. Concentrating
budgetsina singleagencyto reducecommission feesisencouraged(tliouglisubjectto
agencyalignmentof internationalbrandswiiichwilIbe controlledby InternationalBrand
NionagementinMillb3nk.)Similarlyagenciesshouldincreasinglybe responsibleforall
aspectsofconsumer communicationsacrossthemarketingmix and notsimply ATL spend in
orderbothto reducem3nagenientoverheadsand ensurea commonality ofmessage and look.

TraditionalATL media stillrepresentsthemost costeffectivemeans of re3ciiingthe
consumer. Wherever regulationsand marketcircumstancesallow,brand budgetssliould
reflectthisreality.Signiricantinvestnientinlessefficientmeans ofreachingtheconsumer
sliouldonlybe considerediftheyhave 1 realisticpotentialof escapinganticipatedfuture
restnctioiison tobaccoadverlisingand marketing.

Trade marketingshouldalsobe parlof a constaiitreviewof how toa)become more
competitiveand b) more productive.Betterdistribution,POS presence,traderelationships
etcarecriticaltothefutureofourbrands.
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Marketingplansshouldnotignoretheirpotentialeffecton manufacturingproductivity.
Wherever possiblefullutilisationofexistingmachineryand materialsshouldbe a common
objectiveofbothmarketingand production.

SimilarlyallR&D activityshouldhavean identifiedand definedmarketingapplication
withina giventimeframe.The attainmentofinternationalbrand productqualitystandards
remainsa key objective.Smoking qualityshouldbe assessedby theconsumer and pmducu
shouldperforminaccordancewiththebrandproposition.

Br2nd Ntan2l:ement

The essenceof BATCo's marketingstrategyliesindisciplined,consistentand longterm
management ofa focusedbrandportfolio.

Alldrivebrandsmust havea defiiiedCopy Sirategywhich forms thebase document on
which allaspectsof thebrpndaremanaged. Once establishedthesecopy strategieswillnot
be amended unlesstherearecompellingmarketrewons fordoing so. In thecaseofthej'ive
key internationalbrandstheCopy Strategywillbe developedby InternationalBrand
Man,3gementinMillbank.

]3randresourcesshouldalwaysbe directedatthefullrevenuesegment of themarket inorder
todrivevaluestiareata fasterratettianvolume share.Similarlykey brand sharewill
become as importaiita performanceindicatorascorporateshareiscurrently.Tacticalnew
brandlaunchesireto beavoidedwliereverpossibleand inallinstancesshould be drawn
from BATCo's currentportfolioof activetrademarks.

Brand nionaglmentmust enconip3ssallelementsoftheniarketingmix,notsimply
advertisingand promotion.Thisimpliesthatmarketingmanagement must have a f.11
understandingof salesanddistribution.productformulationand manufacture.and the
financialimplicationsofthese.OperatingCompanies shoulddemonstratehow theyintendto
manage brandsasbusinessesintheirown right.

A long.emifocuson developingbrandbusitiessesrequires'tiiiiesione'niarkers(o measure
progressagaiiis-,theeventualobjective-Alldnve brandsshould have measurabieshortand
medium termt3rgetsto fulfilthisrole.*nieseshouldencompass notonlyconsumer share
and ex-,Iactor-vsalesbutdistributionlevels.brandand advertisingawareness,smoker prociles.
trialrates.and brandimage artributes.

SalesNtanagement

The 3cti,.-emanagement ofdistributioncliannelsliasreceivedonly limitedattentionover
recentyearsinbothdevelopedand developingmarkets.Low marginFMCG companieshave
been forcedto recognisethatindividualdistributionclionnelsneedspecificstrate-,iesand
thesearevitaltode%,elopcompetitive3dvaiitage.Operatingcompanies shouldcritically
examine theirexistingdistribution:irrangeiiieiiisand formulateplansto enhancetheir
salesforceprodtictivityaiidconipetitiveposition.
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Oblective:

"Develop and testcopy.products,packocing and lineextensionstrateciesforB&H and

555 which, once proven to drivemarket shares in premium segments in core m2rkets,
willbe rolledout glob2lly."

Str2tegym

BATCO willonly investcentrallybehind B&H and 555 amongst itsUK InternationalBrand

portfolio.Fullbrandguidelineswillbe issuedas an integralpan oftheCompany Plan
process.

Agency assignment forthesebrandsistheresponsibilityof InternationalBrand Management
inMillbank. The agency ofrecordfor555 and B&H isBSB and allbrandsupportbudgets

must be channelledthroughthem (bothATL and BTL). Any exceptionsto thisrequireprior
approval froniInternationalBrand Management.

Any OperatingCompany thatwisliesto market thesebrands willbe expected toadhere tothe

intem3tionalbrandplans.Localvariationsinproductformulationand advertisingexecution
willonly be permittedon iliebasisofquantitativeresearchevidence.

No significantelementofthemarketingniixofiliesekey brandscan be alteredwithout

quantitativeresearchbackingand thepriorapprovalofInternationalBrand Management.

Maintenance ofinternationalqualitystandardsisa fundamentalpre-requisiteforthe rightto

manufacture thekey internationalbrands. OperatingCompanies must indicatehow they
intendtoachievethesestandardsas measured by QUAFNT and MASQ withina definedtime
frame.

BATCO willfund a development package forPlayersGold Leaf inconjunctionwith the
Africanand Sub Continentoperatingcompanies. This willencompass a new copy strategy.
revisedpackagiiig.new advertisingand refomiul3tedproductguidelines.Completion is
expectedby theend of tiiisyear. Assuming a successfulmarkettestthiswillform thebasic

brand pockage towhich OperatiiigCotiipanieswillbe expectedtoadhere.Inthe interimnew

launcliessliouldbe avoided.

Usage ofalloilierBATCO trademarks,includingIFS. remaintheprerogativeofoperating
CD111paiiies.Brziidpl;)iisshouldcotifomi,however. tothein3rketingprinciplesoutlined

above.
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Obicclivt;

To develop Inaccordance with theBrand Owners, bestbusinessbuildincstntegiesfor

Lucky Strike,Barclay,and Kent.

Strate?X:

Internationalbrand strategywillremaintheresponsibilityofBrown & Williamsonbut

BATCo's marketing ofthesebrandswillbe co-ordinatedand controlledthroughtheUSIB
unitin Millbank. Accordinglyallproposalsaffectingstrategyforthesebmnds shouldbe
channelledthroughtheUSIB unitinMilibinkinthefirstinstance.

The operatingprinciplesgoverningthekey UK inteniationalbrandsapply equallytothe
B&W trademarks.Brand guidelineswillbe issuedaspartof theCompany Planprocess.

Obiective:

"To buildand hirethebestni2rketingtalentworld%vide."

Though theGroup has highlytalentedmanagers worldwide thereremains a questionmark

overtheirprofessionalism.This isdue partlytotheabsence ofcommon performance
standardsacrossilieGroup and partlybecause formaltraininghasconcentratedon marketing

strategyratherthanjob skillsdevelopment and strategyimplementation.

.\IiilbankNiarketingwilldevelopoverthecourseof thisyeara seriesof modulartmining
programmes designedto fosterproficiencyinthebuildingblocksof marketing.

Neveriliciess.theonus formarketingmanagement development remains withtheoperating
conipaiiiesthemselves.Operatingcompanies shouldconstructplans to improvethe

professiormlismof theirmarketing staffthrough careerplanningprinciplesand trainingand
developmetitopportunities.

Artachiiient:'@larketingDep3rtniciitMission Statenient.

7th May 1992
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