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Objective:

"To develop 2 long term worldwide marketing plan which makes BATCo gain
market leadership on the back of one dominant brand. Long term no more thaa
two international brands per region should be supported contisuously”.

Strategy:

The woridwide trend to intemational brands is relentless and their global market
penetration has doubled over the last ten years to more than 12%. Accordingly
marketing resources will be conceatrated behind the following key interational
brands ‘vith particular emohasis on the designated regions:

{’a J {Q -.’f
Benscn & Hedges Yo ST <) .
JPGL ISC & Africa
Lucky Sirike Worldwide R
Kent ERBmr Lo’ 1S
Barciay Europe

Generni and markert szecific brand guidelines will be issued to all operating
companies as part of e Company Plan process. Operating Companies should
demonstrate how they intezd to achieve market leadership for their key internationaj
brand over the longer 2emm in accordance with overall brand plans. It is expected that
no comrany will supzon more than two international drive brands long term.

National brands currezty account for 75% of BATCo sales and are likely to continue
to acccunt for the majority of szles in the foresesable future. However, resources
allocared to these brards should be on the basis of local heritage whici cannot be
covered by international brand promises, and where sustainable long term significant
consumer franchises can be achieved. In order to move towards the longer term
objective of building market leadership with one or two dominant brands per rezion, it
is expected that no company will have more than thres brands in its drive brand
portfolio in the medium term.

Objective:

""To improve BATCo's profitability by building brands with critical mass
allowing for spending synergies, manufacturing scale, research conceatration,

speed of innovation and management synergies”.

Strategy:

Philip Morris' international profitability per mile is currently 85% higher than BAT.
This is a function of a limited brand range (less than 40 active trademarks versus 240
for BATCo), concentration on the premium end of the markey, consistent global or

regional brand strategies, emphasis on marketing efficiency and productivity, and U
larger average manufacturing plant size. -
N
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The 2m2inmest of these same virtues forms an integral part of BATCo's marketing
srarezy. Tne imponance of consistent suppors of a focused drive brand cortolio aas
besa ceseribed above but there are other issues which nesd to be addressed by
Opesating Companies in their planning whica are crigeal to the anainment of this
objeczve.

Markering Productivity

All companies should sesk 1o achieve reductcns of at least 5% p.a. in real cer miile
trade 2rd consumer marketing costs {excluding brand communications expeadinze).
Meztccs to assess the efficacy of marketing acavity must be developed for all aspecss
of th= =arketing mix. There is no reason why marketing cannot be subjez: o the
same standranve measurement discipiines thar apply to. for example. procucton
Operazng Compartes will be required 10 jusus their markering slans on guangZad
researsz dased criteria rather than judgement. Measurement systems shouid e
focusec on the consumer and evaluared against kev compestor brands, Miilbani
Markazng will acdvely seek to establish and communicate approcriate measursz=2zt
syste==s duL in their absence. the onus rezairs on the Operating Comrpanies o ezsure
that 2r--ropriate wols are in place.

o

(thoug= subjec: to agency alignment of internatonal brands whick will ce concoilzd
by [ar2r=2rional Brand Management in Millbari). Similarly agenciss shouid
increasi=gly te restonsible for all aspects of consumer communicanons a¢0ss =2
marks©=g mixX and 2ot simply ATL spend in order both to reducs manager=ant
overzeass and 2osurs a commonality of messags 2nd look.

Tracizcaal ATL media sull represents the most cost efecdve mears of reacking =2
consu=2r. Whersver regulations and marke: circumstances ailow. brand Sucgers
shouid reflect this r=aliry. Significant investment in less erficieat meaes of reaching
the cszsumer shouid only be considered if thev have a realistic potzadal of 2scarizg
anticizarad furure reswricdons on tobacco advertising and markezng.

Trade =arkering should also be part of a constant rsview of how 0 decome 1) rere
compe=zve and b) more productive. Bemer diszibudon. POS presence. wads
relatioeships. ¢tc. are critcal to the future of our brands.

Markezzg plans should not ignore their potental efect on manuracturing appiication
within 1 given time frame. The antainment of internarional brand product quality
standarcs remains a key objective. Smoking quality should be assessed by e
consurzer and products should perform in accordance with the brand proposidon.

Brand Yanagement

The essecce of BATCo's markering strategy lies in disciplined. consistent and long o
term management of a focused brand portiolio. c
o
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All drive brands must have a defined Copy Strategy which forms the base document
on which all aspects of the brand are managed. Once eswmblished these copy strategies
will not be amended unless there are compelling market reasons for doing so. [n the

| case of the six key internarional brands the Copy Stategy will be develoged by
[nternational Brand Management in Millbank.

Brand resources should always be directed at the full revenue segment of the market
in order to drive value share at a faster rate than volume share. Similarly kev brand
shars will become as important 2 performance indicator as corporate share is
cuready. Tactical new brand launches are to be avoided wherever possitie and in ail
instances should be drawn from BATCo s curreat portrolio of active trademarks,

Brands management must sncompass all elements of the markering mix. a0t simply
advertsing and promodon. This implies that marketing management must save a full
undarstanding of sales and dissioution. produc: formulation and manufacrs. and the
finarcial impiications of these. Qpecaring Companies should demonstats Sow they
intend to manage brands as businesses in their own right.

A long term focus on developing brard businesses raquires ‘milestone’ markass to
measure progress against the sveamal objective. All drive brands shouid bave
measurable short and medium avm targers to fuifi] this role. These shouié 2zcompass
not anly sonsumer share and ex-factory sales burt distwiobuton levels, brand arz
adverising awarszess, smoker sroiies. trial rares, and brand image aritures.

Objective:

"Develop and test copy, products, packaging and line extension strategies for 5535
and B&H which. once proven to drive market shares in premium segments in
core markets, will be rolled out globalty".

Strategy:

BATCo will only invest ceztraily bezind 355 and B&H amongst its UK Interzatonal
Brand portolio. Full brand guidelires will be issued as an xmcgr.ﬂ part of tts
Company Plan process.

Agency assignment for these Srands is the responsibility of [nternarional Brand
Management in Millbank The agezey of record for 3535 and B&H is BS3 arnd all
brand support budgets must be channelled through them (both ATL and BTL). Any
exceptons to this require prior approval ffom [nternatonal Brand Management.

Any Operating Company that wishes to market these brands wiil be expected 0
adhers to the international brands plans. Local variations in product formulation and
advertsing execution will only be permitted on the basis of quantitative research

evideuce.

No significant element of the marketing mix of these key brands can be altered

without quantitative research backing and the prior approval of Internatonal Brand -

Management. -
o~
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Mainr=zance or inreraanional quality standards is a fundamental pre-requisite for the
right =0 Jaguracnere the key intemational brands. Operaring Companies must indicate
how t=2v intexd to achieve these standards as measured by QUAINT and MASQ and
PQRS »ithin a dedined time frame. ,

BATC: has developed a new uniform package for John Player Gold Leaf in
cogjuzsZon with the African and Sub Continent Operating Companies. This
encorcsasses a new copy strategy, standard new packaging, a standard cigarerte, aew
adverzsing and ne'v product guidelines. This will form the basic brand package
whici Ocerating Companies will adopt during 1994/93. Operating Companies are
encouszged o ideadfy new opportunities for the launch of JPGL.

Usags 2 all other BATCo trademarks remain the perogarive of Operaring Comparies.
Branc :ians shouid conform, however, 0 = marketing principles outlined acove.

Objecive:

"To develop in accordance with the Brand Owners. best business building
strarezes for Lucky Strike, Barciay and Kent".

Strateqy:

Interz==omai Srand sTaegy will remain the responsiviiity of Brown & Wiilamson Sur
BATC:'s markedzg of these brands wiil e so-ordinared and controlled through the
USI2 ==irin Milleaak Accordingly, all proposals afeczing strategy for these trands
shouic == caappeiles through the USIB unit in Millbank in the first instancs.

The 2z2m2nng orieciples goverzing the kev UK internatonal brands apply equally 0
the B&™V gadamarks. Brand guidelines wiil be issued as part of the Compazy Plac
procsss.

Objecsive:
*To build and hire the best markering talent woridwide".

Strategy:

« To i=plement te markering soategies outlined acove. BATCo needs the higtest
quoiity markegng professionals. Our policy is to develop and promote internaily
ove: the longer term. However, until the quality of internal marketing managers
has armained the required standard, it wiil be necessary to supplement our internal
resources with some extemal recruitment of mid caresr professionals.

+ BATCo will continue to focus upon ‘on the job training’ with the line manager
having the prime responsibility for this. The development of modular training and
subject specific seminars by BATCo will continue to assist with this procsss.
Oresating Companies should construct clear raining plans to improve the quaiity
of ©=ir markedng staff.

PP A s ety . . mmen o m e e e e n
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» The new Marketing Staf Planning system wiil be progressively implemented
during 19935 with proactive caresr planning for managers on Grade 10~ (plus those
below Grade 10 but idenrified as aaving potental), whether international or
natiopal staff. This new System will ensure that BATCo is gerting the best value
from its staff whilst developing individuals to their maximum poteadal.

Objective:

"To build a world ciass rade marketing organisation so that the trade regard
BATCo as their preferred supplier over our competitors whilst ensuring that
trade marketing effort and expenditure is integrated fuily with our brand

objectives”.
Strategy:

To achieve sales and rrofit targets oy securing the active support of 22 wholesale
and remil rade by offering them superior support in all aspects of Trade
Markesing and Distitudon in each wade chanrel. BATCo will offer them advics
and support wiica is tatiored to their specific seeds.

To easurs reguiar Tace coverage sither direcidy or through diszibutor sales forcss
of outlets accounting for at least 73% of all mariet saies.

To increase distiburion and visibility of our brands in each wade chancel, to bezer
targer sales calls and 0 opamise the 2ffecivezess of all wade markesing personnel.

To restrucnure the trade marketing organisadon 10 reflect the sophisticacen and
specialisaton of the Tace and to easure changing pareras of sales are anacipated
and exploited.
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