(1995 KEY AREA PAPER : CORPORATE AFFAIRS ]

L Corporate Image

2. External Relarions

3. Media

4, Marketing Restrictions

5. Packaging

6. Pressure Groups

7. Communication and Co-operation

8. Training and Development of Corporate Affairs Staff
9 National Manufacturers Associations

10. Internal Communications

O'plansikapikamndex 08/03/93 )

BATCo document for Province of British Columbia 23 April 1999

BATCO 00116067



[KEY AREA PAFER CORPORATE AFFAIRS |

CORPORATE IMAGE

BACKGROUND

A company’s corzorate image is a valuable asset. From a commercial perspective, the
berefits of 3 good image and reputation within local and naticnal communities are
becoming increasingly apparent. The products of a company with a geod corporate
image are aften more attractive to consumers. Access can be easier ta decision makers
and opinion formers, the company can become more attractive in terms of recruitment
and it is more dificuls for legislators to enact harsh regulations affecting companies
which have the suppont of local and national communities.

With the changing political climate, there are increasing opportunities for international
businesses in many new markets around the world. A strong corporate image can
assist with the excort of products and setting up joint ventures in new countries.

International zemzanies and industries are often crticised for their activities and
tehaviour in many nanrts of the world. Much of the enticism is politically motivated,
particularly by these opposed to the free enterprise system. Critics argue that the
interas:s and cbiecives of international business are incompatible with the interests and
well-deing of nai:cral communities

While this is not :rue, these views receive wide coverage and have a considerable
numter of subscmibers  They are certainly used by the anti-smoking lobby to attack
both the 1ofacce ‘ndustry and companies in the BAT group.

A good corporate image and reputation is judged on many factors including financial
pertormancs, corzerate behaviour and ethical practices, community involvement and
contriutior and :nvironmental awareress and sensitivity

[t is therefors imperant that operating companies implement programmes to develop
and promcte a gocd ccrporate image for themselves and the group and that all steps
are t2ken 10 ensure that the company enjovs a good corporate reputation

POLICY
Comganies should have a co-ordinated programme to establish and maintain their

ccrpcrate image and regutation.

As part of their corporate image programmes, companies should associate themselves

with British- Amercan Tobacco Company on stationery, including the BATCo logo, in

accordancs with the corporate identity guidelines. General communications should

refer 1o being par: of the BAT group, e.g., total group volume should be quoted rather

than BATCu's and group operations should refer to North America, all of Europe and Sk

Latin America, although reference should not be made to BAT Industries as such. The

generic term BAT wail be the communication reference. ;‘:‘
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Corporate image/reputation should be assessed regularly and programmes adjusted to
take account of changing opinions and attitudes.

OBJECTIVES
The overall objective of corporate image/reputation programmes should be to achieve

the highest reputation within the industry sector among key target audiences to ensure
community support for the company's business objectives and activities and to assist in
gaining competitive advantage.

BAT should be positioned as the pacesetter in the following areas:
+ Financial management and profit performance

« Ethical standards

» Marketing standards and practices

+ Product quality

» Customer relations

« Environmental practices

- Employment practices

» Community contrizution

e Corporate ideatification

Programmes and action should address:

- Financial standing - to ensure that: the company is able to maximise the
benefits and the commercial advantage of financial credibility through
favourabie banking terms, preferred terms with suppliers, etc; government
recognises the economic contribution and views of the company when
determining policy, the company enjoys a fair share price

- Ethical standards - to ensure that: the group's stnct standards regarding
observance of local laws and customs, payments of taxes and charges are
observed; that proper and fair relationships are observed with distributors,
suppliers, farmers, etc and in the conduct of relations with elected and
government officials

- Marketing standards and practices - to ensure that the company’s code of
markenng practice is observed and that the company operates within local laws
and voluntary agreements.

- Product quality - to ensure that the company is able to gain competitive
advantage through the marketing of superior quality products and that all
communications matenal is of the highest quality standards.

- Customer relations - to ensure that customer enquines are handled efficiently
and quickly and that the company demonstrates care and concern to achieve
customer satisfaction.
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- Environmental Practices - to ensure that strict standards are observed in
relation to disposal of waste, recycling, utlisation of local resources and other
issues, set out separately in BAT's environmental policy and that due
recognition is sought on apprapriate occasions

- Employment practices - to 2asure stnct observance and due recognition of
employment policies and corditions and safety standards and that management
quality and employee opportunities are communicated and understood

- Community contribution - to ensure that community programmes respond to
the needs and aspirations of local and national communities and are relevant to
local development needs. P:rcgrammes should be selected from one of the
following four areas so that 3AT is recognised as a consistent supporter of
specific initiatives:

- health

- environment

- culture

- business deveiopme=:

- Corporate identification - :2 ensure that all visual identification such as logo,
lerterhead and stationery, sigmage, vehicles comply with BAT's corporate
identity ruies to achieve consistent corporare identification. Where
appropriate, companies shou.d seek 1o associate the company with the beands.
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EXTERNAL RELATIONS

BACKGROUND

The free enterprise system is now a world wide phenomenon, however that freedom is
qualified and under great pressure. Increasingly, communities are demanding that
intemnational corporations justify their franchise to do business. Companies such as
BATCo must not only be good world citizens, they must demonstrate and communicate

that this is so

POLICY
It is BATCo policy that systematic pro-active programmes of regular contact with [

government officials, politicians and ministers on manars of mutual interest be pursued.
Contact programmes should also be carried out with appropniate international bodies,
such as the World Bank and World Trade Organisatica. Audiences should be made
aware of the company’s positive contribution to the national economy. Assistance will
not be forthcoming if a company approaches a potential heiper only when problems

arise. Systematic contact should also be maintained with other key audiences whose l
goodwill and co-operation can help companies achieve their business objectives. These
groups can include, for example, employees, suppliers. customers/smokers, the trade,
local community leaders, leaders of the financial secter, competition, politicians, the
public, tobacco growers, advertising agencies and business leaders.

Steps should be taken to ensure that non-executive directors are given the opportunity
to play a full and appropniate role in relationships with government and other
appropniate audiences.

This policy should be read in conjunction with the Kev Area Paper on Smoking and
Health - Communication.

OBJECTIVE

The objective of external relations’ activity is to ensurs thar the full support of key
audiences is enlisted. In this way a company will heip itself to sharpen its competitive
edge and maintain the freedom to conduct its business :n a responsible manner.
BATCo's business contributions and practices should te recognised to be of a high

standard and not open to criticism.
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THE MEDIA

BACKGROUND

As major employers and contributors to the economy, BATCo companies and
operations are the subject of legitimate interest by the media. Dealing with the media
can have a significant impact on the company's business. Relations with press, radio and
relevision are an important means of developing corporate reputation and mishandled

can have a significant negative impact on the company.

POLICY
It is BATCo's policy to be open and honest in all its dealings with the media and to

a responsibie business. Media relations’ plans should be developed and revised annually,
to inciude key journalists to contact, subjects and messages o communica:s and
programmes for regular contact.

Companjes should nominate a media spokesman who should recsive regular issues and
mecia training and is the only person in the company, apart from the No 1. who is
authorised to talk to the media.

When company spokesmen are dealing with commercial issues affecting the local
business, information made available should be cleared with the No 1. When providing
commercial and financial information, close artention should be zaid to lecal laws, stock
exchange rules, etc.

Opporunities for general comment on all smoking issues should be carezuily reviewed
and pursued if it is considered that the company's views can be adequately recresented.
Ths should be with the agreement of the No 1. When discussing any smexing and
health issues. spokesmen should be aware of product liability implications and scientific
accuracy and should fully understand the company's stance.

Corporate Affairs Department, Millbank, should be kept informed of signiccant media
contact and coverage which may have international or damaging local impac: and should
be consulted if there is any doubt about handling any specific contacts.

OBJECTIVES

Media relations programmes should contribute to the achievement of corporate
objectives by ensuring that the company is well known and highly regarded tv its key
audiences.

A more detailed paper - Guidelines for Dealing with the Media - has been circulated by
Corporate Atfairs Department, Millbank.
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MARKETING RESTRICTIONS

BACKGROUND
In response to recommendations from WHO and a number of international pressure

groups, govermnments are introducing a wide range of restrictions on marketing activities
relating to tobacco. These include restrictions or bans on advertising in some or all
media, on brand sponsorship, particularly of sports, and on trademark diversification
activities. It is often stated that such restrictions are aimed at the 'protection’ of young
people from the influence of tobacco advertising and sponsorship. However, major
studies and experiences in various markets clearty demonstrate that advertising or
sponsorship is not significant in influencing young people to begin smoking, or that
advertising or sponsorship bans have any demonstrable effect on the overall

consumption of tobaczo.

POLICY
{tis BATCo policy to protect marketing freedoms in all instances. Wherever possible,

negotiated voluntary codes are to be preferred to legislation, and companies should
consider adopting such codes throughout the industry in their country, where they do
ot already exist, in the hope of pre-empting legislation.

OBJECTIVES
To preserve the night of companies to advertise and market their products within socially

acceptable standards and practices.

To preserve their ability to inform their consumers of produc: developments and
iRnovations.

To ensure that companies are able to compete and increase their market share.
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PACKAGING

BACKGROUND

For many years, health warnings have appeared on cigarette packets in some markets
and in others they have not. In panicular, health warnings have been required by
governments in most OECD nations and it is the perception of the company that, in
these countries at least, there is a community expectation that all cigarette packets
should contain a warning of some xind. As a responsible manufacturer, BATCo believes
it should respond to those expec:ations and apply a health wamning to all products it
makes.

Moves have also been made in scme markets 20 force manufacturers to sell cigarettes in
plain or genernc packs.

In many courntries health warnings are also included in advertising either as a result of
legislation or industry agreement.

POLICY
[ is BATCo policy to comply *with 2ny national requirement to place health warmings on

cigarette packaging and in advertising.

In most cases wammings are requirsd by government and should therefore contain an
aunbution to the government.

In cases where there is no requirement or agreement, health wamings should be inciuded
on packaging but not in advertising {guidelines for the application of health warnings
where no government requirement 2xists are circulated separately).

Pictorial wamnings, and those occurying a major pack face or faces (front and back) or a
disproportionately large area of acvertising space, should be resisted, as should moves

to plain cr generic packs. Every 2on should be made to protect the integrity of the
company's packs and trade marks

OBJECTIVES
To minimise the damage to the Group's most valuable assets, trade marks. pack designs,
To neutralise the controversy over zack warming labels,

To minimise the disruption to adverising communications.
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PRESSURE GROUPS

BACKGROUND
International issues including tobacco, have become politicised such that pressure

groups are sometimes regarded as political groupings. Many are well established,
employing {ull time staff. A bureaucracy has arisen with an international career structure
and world wide information networks. It is most important that the professional nature
of pressure groups and their motivations be fully understood. Because of its business,
size and international character, BAT is a special target.

The key strategy of anti-tobacco pressure groups is to persuade governments to
introduce legislation to ban advertising, reduce tar/nicotine levels, increase taxation, to
ban smoking in public and to force crop substitution. By these means pressure groups
hope to achieve their objective of eliminating tobacco smoking.

Most anti-tobacco pressure groups are linked with the WHO and affiliated agencies.
They include the International Union Against Cancer (UICC), the International
Organssaticn of Consumer Unions (IOCU), Action on Smoking and Health (ASH) and

many others, ‘xho are sither regional or national.

Companies should be aware that pressure group campaigns will often include:

. public meetings

. anti-tobacca media activity

. defacement of advertisements

o 'smears’ against individual tobacco company executives
. action at company AGMs

. attampts to influence company shareholders

o lobbving politicians

POLICY

BATCo policy is to pre-empt the attacks of adversanes through a review of plans and
allegations of pressure groups and (0 engage them when it is in the interests of the
operating company to do so. Where an attack is directed specifically at BATCo, the
operating company should co-ordinate and lead the defence of the company. Otherwise
pressure groups should be dealt with via the national manufacturers' association, but if
necessary, the operating company can take a leading role.

OBJECTIVE
To further business objectives by the continued defence and protection of the company’s

interests and reputation.

To ensure balance and fairmess to the debate.
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COMMUNICATION AND CO-OPERATION

BACKGROUND

The issues affecting the international tobacco business are now globalised. The global
anti-tobacco policies of the WHO and its executive ancillaries are being implemented on
a regional basis. The WHO activity is administered from regional centres in New Dethi,
Manila, Brazzaville, Washington DC, Copenhagen and Alexandna. Over the next few
years, the regional structure of the industry’s opponents is expected to be strengthened.
Regional trading blocks exist in some parts of the world and necessitate a regional
approach to public issues management.

In the BATCo group, companies have considerable experience in dealing with WHO's
smoking and health strategies, and also with criticism of international businesses.

POLICY
A regional as well as an intemnational view should be taken of the issues affecting a

company's business. The strategies of WHO and pressure groups should be monitored.
Strategies on smoking issues adopted by BATCo companies should be mindful of other
regional activities. Knowledge and experience should be efficiently communicated
among BATCo companies within the region and to Millbank so that all can benefit.
Regional issues and communications should be managed through the Public Affairs
managers in the Corporate Affairs department, Millbank.

OBJECTIVE
To maximise communication and cooperation on public issues amongst companies and
business units in regions covered by RBUs.
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TRAINING AND DEVELOPMENT OF CORPORATE AFFAIRS STAFF

BACKGROUND
The effectiveness of an operating company’s Corporate Affairs Department rests upon

the professional competence of staff. In a worldwide group such as BATCo, special
efforts must be made to establish uniformly high standards of professional practice.

POLICY
It is essential that the head of corporate affairs function be aware of the company’s

policies, plans, directions and any developments, to be abie to operate effectively and
provide informed advice to the company.

It is policy that the corporate affairs siaff trairing agenda be based on the technical skills
outlined in the PACE appraisal svs:am and the Corporate Affairs traiming syllabus now
adopied by the BATCo Board

The professional development of cerporate affairs and public relations staff should be
through external training programrres, but where these are not available, staff should be
assisted by in-company training, by co-operative programmes with companies in the
same region and with Corporate AZzirs Department, Millbank.

OBJECTIVES

To ensure the highest standing of ths company within its local environmert.

The objective of staff training is to ensure that high professional standards are
maintained. In this way the company will be able to communicate effectively with and
enlist the support of those groups and individuals who can heip it maintain its
ccmmerciai freedoms.
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NATIONAL MANUFACTURERS' ASSOCIATIONS

BACKGROUND
It is a recognition of the important economic position often held by the tobacco industry

that governments will usually wish to keep closely in touch. Governments will normally
prefer to do so via an organisation which can represent the interssts of all naticnal
tobacco manufacturers. Such NMAS can also help companies by providing a source of
industry information and agreed views on non-competitive issues for the media and the

public.

POLICY
It is BATCo's policy that wherever possible, the views of a national tobacco industry

should be projected co-operatively through a national manufacturers' association.

On some occasions, the outcome of certan ke issues can result in compelitive
advantage for one member of an NVIA over another. BATCo companies should be
aware of such issues and pursue strategies that ensure thar the competitive advantage
Sfalls in BAT s favour.

Where there is insufficient industrv representazion to form an NMA, the BATCo
company itself should be prepared to represent an industry view.

NMAs should be adequately staffed and funded. They should establish appropriate
policies and measurable objectives. Effectiveress should be audited and reviewed

regularly.

OBJECTIVE

To ensure that the industry presents strong, consistent and unified views to its audiences
on non-competitive tobacco issues. This unity will give strength to the industry’s case
and so help create favourable conditions for the responsible conduct of business.
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INTERNAL COMMUNICATIONS

BACKGROUND

Research clearly demonstrates that companies with clear policies and effective systems
for internal communications are more likely to be successful.

POLICY
It is the company’s policy to be open and honest in all its dealings with employees,

involving them in business decisions and providing regular and relevant information
about the company.

The company recognises that managers are the main charnel of information and will
carry respensibility for the quality and timeliness of infcrmation.

The company underiakes that it will endeavour to ensure that seopie hear news first
officially, rather than througn the grapevine.

Communication is more than imparting information so managers will also 'walk the job'.
The company recognises that communication is as much listening as it is talking and will
ensure that wherever possible, communication wiil be facs-to-face. It will also provide a
mechanism to enable staff to have questions and concerns addressed in a timely way.

The company will provide communications training and deveicoment for employees.

All managers and supervisors will be appraised on their communications skills and
activities.

The company wiil endeavour o0 adopt best professional prac:ices and methads of
communication.

OBJECTIVES
To increase undersianding of the company's plans and business decisions.

To ensure people have all the information thev need to do the:r jobs.

To help indivicuals feel involved.
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