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BATCo MARKETING STRATEGIES

Objective:

"To develop a loayg term worldwide marketing plan which makes BATCo gain market
leadership on the back of one dominant brand. Lony term no more than two
international brands per region should be supported continuously." '

Strategy:

The world-wide trend to international brands is relentless and their slobal markat penetration
has doubled over the last ten vears (o more than 12%. Accordingly marketing resources will be
concantrared behind the following ke international brands with particular emphasis on the

designated regions:

Benson & Hedges Worldwide (where owned) °
335 Asia —— ¢
Lucky Strike Warldwidz

Kent Far East

Barclay Europe

Genenl and marker specitic brand guidelines will be issued to all operating companies as part
of the Company Plan proczss. Operating Companizs should demonstrate how they intend 10
achieve market leadership tor their Key intemational brand o er the longer temm m accordance
with overall brand plans. It is expected that no company will suppoit imore than two

international drive brands long term.

National brands currently account for 75% of BATCo sales and are likely to continue to
account for the majority of sales in the foreseeable tfuture. However, resources allocated to
these brands should be on the basis of local heritage which cannot be covered by intemational
brand promises, and whers sustainable lonyg term signiticant consumer franchises can be
achieved. in order to move towards the longer term objective of building marker leadership
with ane ar two dominant brands per region, it is expected that no company will have more

than thres brands in its drive brand porttolio in the medium term.

Objective:

*To improve BATCo's profitability by building brands with critical mass allowing for
spending syneryies, manufacturing scale, research cancentration, speed of innovation

and management syneryies.”
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Strategy:

Philip Momis' intermancnal profiabidity per mile 5 cwrentiv 370 higher 10 3AT. Thisis a
fnction of a limited brand range {less than 40 zcive trademarks versus 247 far 3ATCon,
<oncentration on the premeunt end of the ntarker. consistent wlobal or reyiciict 2rand stearegtes.
emphasis on marketing 2fficiency and productivity. and larger averagz manciaczunny plant

322,

The anainment of these same virtues forms an gz pat of BATCOs meraating sirteny,
The importance of consistent support of 3 tocused drive brand pontfotio has ~e2n Jescribed
apove but there are other issues which need to be addressed by Operatng Companies in their
planning which are critical to the attainment or'}hxs_a/'ajecnve.

— /
Marketing Productivity///

/
All campaniessh{dseek 10 achieve reductions,or at least 324 p.a. in rezl yer il rrade and
ccnsumer marketing costs (excluding brand con(r:umcations expenditure). M2tnads 1o assess
the atficacy of marketing activity must be develapad for all aspects of the mzrkeuny mix.
There is no reason why marketing cannot be subject to the same quantuati @ measurament
Jisciplines that appiy to. for example, production. Operaring Companies wiil e required to
Justify their marketing plans on quantitied, research based critena rather than judyement,
Measurement systems should be focused on the consumer and evaluated ay2:inst Xey
competitor brands.  Millbank Marketing will actively seek to establish and cammunicate
appropriate measurement systems but, in their absence, the onus remains on thz Operating

Companies to ensure that apprapriate 1oels are in placa.

v1

Coeld

Operating Companies should use wharever critical mass is at their disposai 10 2asure that g3
oech as possi "their markating i yamst the consy Concentruting
budgets in 3 sinyle ayency to reduce commission fess is encourdyed (though subyect to agency
alignment of intemational brands which will be controlled by Internarional Brand Management
in Milibank). Similarly agencies should increasingly be responsible tor all aspects of
censumer communications across the marketing mix and not simply ATL spead in order both
to reduce management overheads and ensure 3 commonality of messaye and look.

3 <3 thary

Traditional ATL media stull represents the most cost effective means ot rzachiny the consumer.

Wherever regulations and market circumstances allow. brand budyets shouid retlect this
raality. Significant investment in less erticient means of reachiny the consumer should only be

cansidered if theyv have a realistic potential of escapinyg anticipated future restrictions an
tobacco adventising and marketing.

T=ade marketing should also be part of a constant review of how to become a1 more
competitive and b) more productive. Berter distnoution. POS presence. rade r2iauonships etc.

ar2 cnitical to the future of our brands.

Marketing plans should not ignore their potential effect on manutacturing application within a
siven time frame. The artaioment ot intemation2i brand producr quality standards remains a
2w objective. Smeking quality should be assessad by the consumer and producs should
pertorm in accordance wuth the brand proposition.
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Brand Management

The essence of BATCo's marketing strategy lies m discphined. consistzat and long t2on
managzment of 2 focused brand pontolio.

All drive brands must have a defined Copy Strateyv w hich forms the base docun:2nt au which
all aspects ot the brand are managed. Once established these copy strateges wall nir e
amended unless there are compelling market reasons tor Jowny 30l the case of 22 tive ey
wtzaational frands the Copy Suatezy wall be devzlopeld vy Intzmnati il Brand ioniyznient
in Milbank.

Brand resources should always be diracted at the tull revenue segment of the markst in order to
dnive value share at a faster rate than volume share. Similarly key brand share wiil become as
important a performance indicatog as corporate share is currently. Tactical new brand launches
are to be avoided wherever passible and in all instances should be drawn trom BATCo's
currant portfolio of active trademarks.

Brands managzment must encompass ali elements of the marketng mix. vot simp:y 3¢+ 2rtising
and promotion. This implies thar marketing management must have 3 dull undersizading 37
salzs and distribution, product formulation and manutacture, and the tinancial impiicat:ons of
these. Operating Companies should demonstrate how thev intend to manage brands 35
businesses in their own right.

A long term focus on developing brand businesses requires ‘milestone’ markers to measurs
progress against the eventual objective. All drive brands should have measurable sior and
medium term targets to tultil this role. These should encompass not only consumer share and
ex-factory sates but distribution levels. brand and advertising awareness. smoker protiles. trial

rates. and brand image anributes.

Trade Markering

The active mapagement of Trade Marketiny is a key area within BATCa in order 1o havea
more effective presence at the point of sale. The introduction of'3 common svstem o7 trade
classification together with yaining a competitive edye through the use ot Informatton
Technology are 2ssential foundations upon which BATCo will construct its future Trad2
Marketing management, The critical areas for significantly improving etfectiveness are:

. physical distribution

. customer protitability accounting

° AC) duvuuil thalagenieni

. trade channef merchandising

* centralised purchasing discounts.
Objective:

“Develop and test copy, products, packaging and line extension strategies for B&H and
433 which. once proven to drive nurket shares in premium segnients in core myrkets,
will be rolled out globally.”
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Strategy:

BATCo will only invest centraily behind B&H and 555 amonyst its UK Intemationai Brand
portfolio. Full brand guidelines will be issued as an integral part of the Company Plan process. ;

Agency 3ssignment far these brands is the responsibility of International Brand Management in
Millbank. The agency of record for 555 and B&H is BSB and all brand suppornt Sudgets must
be channe!led through them (both ATL and 8TL). Any exceptions to this require pnior
appraval irom Intemnational Brand Management.

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

No significant element of the marketing mix of these key brands can be altered aithout
quantitative research backing and the prior approval of Intemational Brand Manayzment.

Maintenance of intemmational quality standards is a fundamental pre-requisite for the nght to
manufaciure the key intemnational brands. Operating Companies must indicate how they intend
to achieve these standards as measured by QUAINT and MASQ and PQRS within a defined

time frame.

BATCo will fund a development package for Players Gold Leaf in conjunction with the
African and Sub Continent Operating Companies. This will encompass a new copy strategy,
revised packaging, new adventising and reformulated product guidelines. Assuming a

successful market test, this will form the basic brand package to which Operating Companies

will be expected to adhere. In the interim, new launches should be avoided. W
Usage of ali other BATCo trademarks remain the perogative of Operating Companies. Brand l
plans should conform, however, to the marketing principles outlined abave. [ / .
Objective:

To deveiop in accordance with the Brand Owners, best business buildiny straregies for
Lucky Strike, Barclay and Kent.

Strategy:

Intemational brand strateyy will remain the responsibility of Brown & Williamson but
BATCo's marketing of these brands will be co-ordinated and controlled through the USIB unit
in Millbank. Accordingly, all proposals affecting strategy for these brands should be
channelled through the USIB unit in Millbank in the first instance.

The operating principles governing the key UK intemational brands apply equally to the B&W
trademarks. Brand guidelines will be issued as part of the Company Plan process.
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Objective:
"To build and hire the best marketiny talent worldwide. ™

Strateyy:

. To implement the marketiny strategies dutlined above, BATCo nexis the highest
quality marketiny professionals. Our policy is to develop and promote mtemally over
the longer term. However, until the quality of internal marketing managers has
artained the required standard, it will be necessary to supplement our internal resources
with some external recruitment of mid career professionals.

. BATCo will continue to focus upon ‘on the job training’ with the line managsr having
the prime responsibility for this. The development of madulur traiminyg and subject
specific seminars by BATCo will continue to assist with this process. Operating
Companies should construct clear training plans to improve the quality of their
marketing statf,

. The new Marketing Starf Planning system will be progressivelv implemented dunny
1993 with proactive career planning for managers on Grade 10~ (plus those below
Grade 10 but identified as having potential). whether international or nationai staft.
This new svstem will ensure that BATCo is gerting the best value trom its stat} whtlst
developinyg individuals to their maximum potennal.
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