
SUMNIARY OE GROUP MARKMNR, STRATVr.TV'-q

(Thisdocument replacesallpreviousMmteting guidelinesand shouldbe read inconjunction

with theSATCO Marketing Oepartment MissionStatement.)

Objective:

"To develop a loacterm worldwide marketing plan which makes BATCO gain market
leadership*R theback ofone dominant brand. Lost term no more than two

internationalbrands per regionshould be supported cootinuously."

Stratco,

The worldwide trendtointernationalbrandsisrelentlessand theirglobalmarket penetration

has doubw overthelastten yearsto more than Irla. A=ordingly marketing resourceswill
be concentratedbehindthe followingkey internationalbrandswith particularemphasis on

the designatedregions:

Benson & Hedges Worldwide (whereowned)

555 Asia & Indiansubcontinent
LucicyStrike Worldwide

Kent FarE=
Barclay Europe

General and market speciricbrand guidelineswillbe issuedto alloperatingcompanies as

partofthe Company Plan process.Operatingcompanies should demonstrate how they
intendtoachievemarket leadershipfortheirkey internationalbrand over the longertertnin

accordancewith overallbrand plans.Itisexpectedthatno company willsupportmore than
two internationaldrivebrandslongterm.

Local brandswillcontinueto form themajorityoftheGroup businessoverthe coming years.
Resources shouldbe concentratedagain onlybehindthosebrandscapableof s=ining inthe
long term signifi=t consumer franchises.This shouldbe on the basisof localheritage

wiiichcan M be coveredby internationalbrandpromises. Itshout(Lhowever. be foreseen
asa long term nichee.g.PrinceportrayingtheNordiccharacter.Inorderto move towards

thelongerterm objectiveof buildingmarketleadershipon one or two dominant brandsper
region.itisexpectedthatno company willhave more thanthreebrandsinitsdrivebrand
portfoliointheshorttomedium term.

Emerging consumer segments should be covemd preferablyby spin-offsofexistingdrive
brandsor loutichesof drivebrands ftom neighbouringmarkets.Free-standingnew local
b=d launchesshouldbe avoided.
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Oblectfye:

"To Improve HATCo's profitabilityby buildingbrands withcriticalmass allowingfor

spendingjyntroes,M2UUfacturingse2le,researchconceittr2tion,speedofInnovation
and management synergfm"

PhilipMoffis'inte=tiorot pmritabilityper milleiscurrently85% higherthan BAT. This is

a functionofa limitedbrand range (lessthan 40 activetrademarks versus240 forBATCO),

concentrationon the premium end ofthe market. consistentglow or regionalbrand

strategies.emphasis on marketing efriciencyand productivity.and largeraverage

manufacturing plantsize.

The attainment ofthese same virruesforms an integralparto(BATCo's marketing strategy.

The importance of consistentsupport of a focused drivebrand portfoliohas been described

above but theream other issueswitichneed to be addressed by operatingcompanies intheir

planning which arecriticaltotheattainmentoftliisobjective.

Ntarketing Productivity

All companies should seek to achieve reductionsofat le= 5*1*p.a.in realper milletrade

and consumer marketing costs (excludingbond communications expenditureand

depreciation).Methods to assetsthe efficacyof marketing activitymust be developed forall

aspem of the rnadeting mix. There isno reasonwhy marketing cannot be subjectto the

some quantitativemeasurement disciplinesthatapply to,for example- production. Operating

companies will be requiredtojustifytheirmarketing plans on quantified.researchbased

criteriaratherthan judgement. Measurement systems should be focused on the consumer and

evaluatedagainst key competitor brands. Millbank Marketing willactivelyseek to establish

and communicate appropriatemeasurement systems but.intheirabsence. the onus remains

on the operating companies to ensure thatappropriatetoolsare in piam

Operating conipanies should use wutever criticalmass isat theirdisposalto ensurethatas

much as possible oftheirmarketing budl-etisspentacginstthe consumer. Concentrating

budgets in a singleagency to reduce commission feesisencouraged (though subjectto

agency alignment or internationalbrands which willbe controlledby lntet=ional Brand

Management inMillbank.) Similarlyagenciesshould increasinglybe responsibleforall

aspectsofconsumer communications acrossthe marketing mix and not simply ATL spend in

order both to reduce management overheads and ensure a commonality of message and look--

TraditionalATL media stillrepresentsthe most cost effectivemeans of reaching the

consumer. Wherever regwations and market circumstances allow,brand budgets should

reflectthisreality.Signiricantinvestmentinlessefficientmeans ofrear-hingtheconswer

should only be considered ifthey have a realisticpotentialof escapinganticipatedfuture

restrictionson tobacco advertisingand marketing.

Trade marketing should also be p2rtofa constantreview ofliow to a)become mom

competitive and b) more productive.Betterdistribution,POS pre:senm trade relationships

etcarecriti=lto the futureofour brands.
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Marketingplansshouldnotignoretheirpotentialefrecton nmmfwnning productivity.
Wherever possiblefullutilisationofexistingmadiintryand materialsshouldbe a comxnon
objectiveotboth marketingand pmductiorl

SimilarlyallR&D activityshouldhave an identifiedand definedmarketingapplication
within2 giventime fr3me.The attainmentof internationalbrindproductqualitystandards
rem2ins a keyobjective.Smoking qualityshouldbe =essed by theconsumer andproducts
shouldperfortninaccordancewiththebrand pmposition.

Brand Nian3gement

The emence of BATCo's marketitigstrategytiesindisciplined.consistentand longterm
management of a focusedbrandpdrtfolio.

Alldrivebrandsmust havea deftiiedCopy Stmtegywhich formsthebasedocument on
which allaspectsofthebrandam =nagecl Once es=blisliedthesecopy strategieswillnot
be amended uiiiesstherearecompellingmarketreasonsfordoingso. Inthecaseoftherive
key intem2tionalbrandstheCopy Strategywillbe developedby Intem2tionalBrand
Management inMillbank.

Brand resourcesshouldalwaysbe directedatthefullrevenuesegmentof themarketinorder
to drivevalueshareata fasterratethanvolume sham Similarlykeybrandsharewill
become as importanta perfontionceindicatorascorporateshareiscurrently.T=icai new
brand launchesaretobe avoidedwhereverpossibleand inallinstancesshouldbe drawn
from SATCo's currentportfolioofactivetrademarks.

Brand management must enconipassallelementsofthemarketingmix.notsimply
advertisingand promotion.This impliesthatmarketing=riagement must havea fWl
understandingofsalesand distribution,productformulationand manufactum and the
financialimplicationsofthese.OperatingCompanies shoulddemonstratehow theyintendto
maimge brandsas businessesintheirown right.

A longterm focuson developingbrandbusinessesrequires'milestone'markerstomeasure
pmgress againsttheeventualobjective-Alldrivebrandsshouldhavemeasumble shortand
medium termtargetsto fulfilthisrole.These shouldencompass notonlyconsumershare
and ex-fictorysalesbutdistributionlevels.brandandadvertisingawareness.smoker profiles.
trialrates,and brand image attributes,

SalesiNlan2rement

The activemanagement of distributionchannelshasreceivedonlylimitedattentionover
recentyearsinbothdevelopedand developingmarkets.Low margin FMCG companieshave
been forcedto recognisettiatindividualdistributionchannelsneedspecificstrategiesand
thesearevitalto developr-oinpetitiveadvantage.Operatingconipaniesshouldcritically
examine theirexistingdistributionarrangementsand rortnufateplanstoenhancetheir
satesforceproductivityand competitiveposition.
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Oblective:

"Developand testcopy,products,packagingand lineextensionstrateciesforB&H and

555 which, once proven to drivemarket sh3resin premium segments In core markets,
willbe rolledout glob2ily."

Sir2tevy-*

BATCO willonly inven centrallybehindB&H and 555 amongst itsUK International.Rmnd

portfolio.Fullbrand guidelineswillbe issuedasan integralpartoftheCompany Plan
process.

Agency assigrunentforthesebrandsistheresponsibilityof IiitenmtionalBrand Management
in Millbank.Tle agency of recordfor555 and B&H isBSB and allbrandsupportbudgets

must be channelledthroughthem (bothATL and BTL). Any exceptionstothisrequirep6or
approvalfrom InternationalBrand Mamgement.

Any Operating Company thatwishes to marketthesebrands willbe expectedtoadhem tothe
inte=tiortalbrandplans.Local variationsinproductformulationand advertisingexecution

willonly be permittedon thebasisof qtmntitativeresearchevidence.

No significantelement of the marketingmix ofthesekey brands can be alteredwithout
qtmntitativeresearchbncking and thepriorapprovalof InternationalBrand Management.

Maintenance ofinte=tional qualitystandardsisa fundamentalpre-requisitefortherightto
=nufacture thekey iiiternation3ibrands.OperatingCompanies inustindicatehow they

intendtoachievethesestandardsas measured by QUAD4T and MASQ withina derinedtime

fmme.

BATCO willfunda development package forP12yersGold Leaf inconjunctionwiththe
Africanand Sub Contineju operatingcompanies.This willencompass a new copy strategy,

revisedp=kaging. new advertisingand reformulatedproductguidelines.Completion is
expectedby theend of thisyear. Assuming a successfulmarket testthiswillform thebasic
brand package to which Operating Companies willbe expected toadhere. In theinterimnew
launchesshould be avoided.

Usage ofallotherBATCO trademarks.includingJPS, reiiiainthepremptive ofoperating
companies. Brand plans shouldconform.however,to themarketing principlesoutlined

above.
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Obiective-

To developin accordance iviththe Brand Owners, bestbusinessbuildingstratetiesfor

Lucky Strike,Barday,and Kent.

Strategy-

Inten=tionalbrandstrategywillremaintheresponsibilityofBrown & Willi2msonbut
BATCo's marketingof thesebrandswillbe co-ordinatedand controlledthroughtheUSIB
unitinMillbank.Accordinglyallproposalsaffectingstmtev forthesebrandsshouldbe
channelledthroughtheUSIB unitinMillb2nkinthefirstinstance.

The opemtingprinciplesgoverningthekey UK internationalbmnds applyequallytothe
B&W tmdemarks. Brand guidelineswillbe issuedas pan of theCompany Planprocess.

Qbiectiyeo

"To buildand hirethebestmarketingtalentv%-otidivide."

Sir2tc=*

Though theGroup hasliighlytalentedmanagers worldwidethereremainsa questionmark
overtheirproressionalism.Thisisdue partlytotheabsenceofcommon ptdorrnance
standardsacrosstheGroup and partlybecausefonmi traininghasconcentmed on marketing
stmte6,yratherthanjob skillsdevelopmentand stmtea implementation.

MillbankMarketingwilldevelopoverthecourseofthisyeara seriesormodular training
programmes designedtofosterproficiencyinthebuildingblocksof marketing.
Nevertheless.theonus for=rketing management developmentremainswiththeoperating
conipaniesthemselves.Opemting companies shouldconstructplans toimprovethe
professionalismoftheirmarketing=ff throughcmreerplanningprinciplesand trainingand
developmentoppoitunities.

Allichment:MarketingDepartmentMissionStatement.

7tliMay 1992
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