
z9z9lloo ODIVU

APAURLWAG

5A~

mor CD

0182 6 065520 >

BATCO document for Province of BritishColumbia 23 April1999



1995KEY A-REA PAPER: MARKL'TING STRATEGTES

Objective:

-To developa longtermworldwidemarketingplanwhich makes BATCA gain
nuuimt leadershipon theback ofonedominant brand. Long term no more than
two internationalbrands perregionshouldbe supportedcontinuously".

Stmtegr.

The vmridvjidea-endtokur=tional brandsisrelentlessand theirglobalmarket
penetrationhasdoubledavertheIm tenyearstomore than126/s.Accordingly,
marketingresourceswillbe conceac=ed behindthefollowingkey internationalbrands
withpartmdv emphms on thedesignatedregions:

SE555 FarEastand,longer-temworldwidr-
Be=n & Hedges FarFist@AfricaandTnd= Sub-Co * em
JPGL TPA,2nSub-Contin=t.AfriciLand theFarEast
Lucky Strike Woridwide
Kent Worldwide
B=Iay Europe

Cr=craland market-spedficbrandguidedneswillbe issuedtoalloperating
aspartoftheCompany Plan process.OperatingCompanies shoulddemonstratehow
they=end toachievemarketleadershipforthetrkeyiu==onal brandoverthe
longerterminaccordancewithoverallbrandplans.Itiseq)=ed thatno company
wM supportmore thantwo internationaldrivebrandslongtam

Nationalbrandscurrentlyaccountfor70*/*ofBATCO salesand areUkelytocontinue
to&=otmt fbrthe=jorityofsalesintheforeseeablefi=e. However,rwoumn
allocatedtothesebrandsshouldbe on thebasisoflocalheritagewhich =mot be
coveredby internationalbrandpromises,andwhere =stainablelong-termsignificant
const=erfiwwsses canbe achieveclIn ordertomove towardsthelonger-term
objectiveofbuildingmarketleadershipwithone or two donitmt brandsperregion,it
iscq)ectedthatno company willhavemore thanthreebrandsinitsdrivebrand
PO,tfo5ointhemedium tenrl

Objective:

"To improveBATCo's profitabilityby buildingbrandswithcritical
allowingforspendingsyne4m -anufacturingscalt,researchconcentration,
speedofinnovationand management synergies".

Strategy:

PhilipMarr& internationalprofitabilitypermateismt=dy 120*/*higherthanBAT.
Thisisa fimctionofalimitedbrandrange(ku than40 activetrademarksversus240
forBATCO), concentrationon thepremium end ofthemarke:t@consistentglobalor
regionalbrands=egies, emphasison marketingefficiencyand productmty,and
WW averagemanuhcmring planti= (-n

BATCO CONFIDEINTIAL -CATEGORY 1:MINNESOTA TOBACCO LITIGATION.

BATCO document forProvince of BritishColumbia 23 April1999

BATCO 00116263



The attainmentofthesesame virtuesformsan integralpartofBATCo's mwketing

s=cU. The impor-n e ofcondvmu supportofa focuseddrive-bmndportibuohas

been describedabove but thereare otherissueswhich need tobe addressed by
operatingConqnnies intheirplanningwhich arecriticalto theattainmentof this

objectivc

bf2rketLagProduedvity

AU companies shouldseekto achievereductionsofatlem 5% p.a.inrealper mile
tradeand consumer marketingcosts(excludingbrandcommunications ccpw&ture).
Methods touse= thectx:acyofmarketingactivitymust be developedfbraH aspects
ofthemarketingmix and pardaimy theeffectivenessofadvertisingspend into= of

itsknp= upon awarenessand image. Thereisno reasonwhy marketingcu=t be
subjecttothesame quantitativemcl==em disciplinesthatapplyto,for==pie,

production.OperatingCompanies willbe requiredto@@ theirmarketingplanson

quantified,researchbasedcnteriaratherthanjudgemeal Mem=ent systems
shouldbe focusedon theconsumer and evaluatedagainstkey competitorbrands.
NElank Nlukc=g wM activelyseektoestablishand comnwri=e appropriate
measurement systemsbut.intheirabsence,the onus remainson the Operating

Companies toamire thatappropriatetoolsareinplace.

OperatingCompanies shoulduse whateverc=cal mass 13attheirdisposalto ==e

thattheydaive thebestvalueformoney fmm theirMarketingbudget& Conce=ating
advertisingcq=cfi=e inone ortwo agenciestore&= commissionisencouraged

(subjecttotheglobalagency alignmentforlw=atioral Brands which wiB be
CO&StlIledby MMank). Concentratingbelow-the-fimexpenditureintothesame
agency asATL inorderto reduceoverallfeespapbic isalsoencouraged,bothfrom a

productivityand commonalityofmessageand lookpointofview. Managing
advertisingproductioncosts,researchand developmentcostsand otherelementsof

themarketingbudgettoensureoptimum valuefor=nay isachievedisessentialifwe
areto maxiniiwthe proportionoftheover4 marketingbudget spentthroughATL and

BTL conmuinicationtotheconsumer.

TraditionalATL media stM represe= themost costeffectivemeans of reachingthe
consumer. Wherever regulationsand marketdrom=nces allow,brandbudgets
shouldreflectthisreality.Significantinvestmentinlessefficientmeans ofreachingthe

consumer shouldonlybe considerediftheyhave a r-ii c potentialof notbeing

subjecttoanticipatedfuturerestrictionson tobaccoadvertisingand marketing.

Allconsumer and tradepromotionsshouldbe implementedonlyifthey arejustifiedby

lighersale& Post-promotionalevaluationsmust become the norm inorderto buildup
a databank ofknc)wledgeon what promotionswork inpracticeand to avoid expensive

emrs.

Sponsorshipsarea key elementwithinthemarketingmbr,particularlyforirn=ational
brands.Theirroleisto provideincreznentalmedia exposure toenhance awarenessand
brand imageryby emphasisingthekey a=butes ofbrand character.Measurement of
theeffectivenessofpmmotional expenditureisundertakenforinternational

sponsorshipsbin allsponsorshipactivitiesfornationalbrands must equallyhave dear
Lri

objectiveswithregularmonitoringoftheireffec6mess. CD
rl-i
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Trade marketingshouldalsobe partofa conmm reviewofhow tobecome more
competitiveand =re producdm Betterdistribution,POS presence,trade
relationships,etc.arecriticalto thefimireofourbrantic

Bmnd Management

The essenceofBATCo's marketingstrategyfiesindisdpaed, consistentand
long-termmanagement ofa focusedbrandpor*Ho.

AU drivebrandsmusthavea definedCopy Strategywhichformsthebasedocument on
wlich allaspectsofthebrandarenwiaged. Once establishedthesecopy strategies
willnotbe amended unientherearecompang marketreasonsfbrdoingso.In the
caseofthesixkey im@onal brandstheCopy Strategywillbe developedby
InternationalBrand Management inNM]bank-

Brand resourcesshouldalwaysbe directedattheLU revemiesegment ofthemarketin
orderto drivevalueshareata fmcr ratethanvolume sham Shmgarlykey brandshare
wiU become asimportantaperformanceindicatorascorporateshareisa=mtly.
Tacticalnew brandImuxbo aretobe avoidedwhereverpossibleand inallinstances
shouldbedrawn fromBATCo's currentportfolioofactivetmdc=rk&

Brands managementmust encompassallelernmu ofthemark@ mix,notsimply
advertisingand promotion.Thisimpliesthatmarketingmanagement in-, havea&H
understandingofsalesand distnbutiorx,productfornmlationand mamA=u-e, and the
fimcialimplicationsofthesc Op=ting Companiesshoulddanon== how they
intendto manage brandsashl-tinessesintheirown right

A long-termfocuson developingbrandbusinem requires'mflenone'marken to
measureprogressapit= theeventualobjective.AU drivebrandsshouldhive
measurableshortand me&= termtargetstofiffithisrole.Theseshouldencompass
not onlyconsumersham and ex-&aory salesbutdistributionlevels,brand and
advertisingawareness.smokerprofilmVW ratm andbrandirwe attributes.

Objective:

"To developa long-termgiabaimarketingplantodominate theLightssegment".

Strategy:

Lightsisone aspectof theresodal@on ofsmokingwhereby brandsand products
become thefoundationformainmiringour long-termbusinessby focusingupon the
piemres andpoifivesofsmoldng asopposedto addressingthenegatives.Ughts isa
concept,notaproductdeliverypositioikwhichb=rporatesmoderiity@frestmess,
innova@on,excitemouand interm agofwhichm fooned upon theyoung adult
=oker. Althoughproductdefiveryisone aspectofUghts,itistheotheraspects
whichofferBATCO theS=est opportunitytopin a competitiveedge.

Lightsbrands=r=ly hzvean201/oglobalshm whereastheyam growingataround
70/aperannunl TheirpenetrationLevelishigherinthemore developedmarketsbut
theyofferiLsi@cont competitiveadvantageopportunityinthelessdeveloped
marketsby ninini@ theopportuityforPhilipMorristoestablishtheirfullflavour C:)
internationalbrandsacrossthevariouspricesegment& fl-i
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BATCO wiU developa globalstrategyto optinisethis=oker segmentopporminity,
whichwillinclude:

• aclearddinitionoftheLightsconceptandhow toconunur@=e thisto=okem

• an evaluationofthepotentialforLightsinend marketswitheachcompany
developinga means ofmonitoring=oker attitudesand behaviourregarding
Lights.

• a clearroleand brandpositioningforfreestandingLightsbrandsvisa visLights
Uw wensions.

• a clearglobalregionalandmarketstmegy forccploitingtheLightssegme= in
marketswhere potentialto do so ishigh.

End marketswiD developamarketstrategyforthelong-termopdnisationoftheir
LightsbusinesswhichwiU includebrandprioritisaon and cbannd manigemem This
s=egy shouldbe a key elementwithintheir1996 company plans.

Objective:

"To achieveand maintainproductsuperiorityforour key bmnds by ensuring
thatBATCO productsmeet consumer expectationsand arerecognisedasbeing
superiortotargetcompetitorproducts".

Strategy:

Regularand r6iableconsumer feedback,complemented withthoroughin-house
monitoringoftheproducts,isafimdamentalrequirementfordrivingtheproduct
developmentprocess.OperatingCompanies shouldundertakeconsumer producttests
ofown key productsversustargetconyetitorproductsatleastonceperannum using
theMASQ methodologyand implonem neceswy pro&ictimprovementstoM-ira;n
niperiarity.

Monitoringofown and competitionproductsforvisualand tactile,physicaland
chamcalqualitychuactenstiesthroughPQRS isnow weU astabushedwithm all
Opm-ifingCompanies. The initialot@eedw shouldbe consistentlytooutpeforinthe
competitorsproductsby atleast101/oinPQ Rating,notonlyon theoveraubrand
perfo=ance,butalsoon each ofthethreeelements-outer@pick and cigarette.
Additionafly,theinternationalbrandsmustalsoconformto thequalitystandardsas
specifiedby theInternafiorWBrand Groups. Thcmfom OperatingCompaniesrm=
M2;=--ntheappropriatelevelofsainprwgformonitoringex-marketsamplesbut
additionally,iaroductionoftheCARS approachformuuringconfonr=ce to
standardsmust be considered.

To meettheproductquahtyobjectiveoutlinedabove,a highleveloftechnical
cz*ilityisrequiredwithinOperatingCompanies.Thiscan onlybedeveloped
internauy.towhichend BATCO win developa modulartrainingprofw=c,
comprising'onthejob'trainingsupportedbyBATCO workshops.Fromtheff2ining
checielist,OperatingCompanies shouldconstructcleartrainingplansto =sum
technicalcapabilityintheshortandlongtem
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Objective.

"Develop and testcopy,products,packaging and lineextensionstrategiesfor
SESS-14 B&H and JPGL which, once proven to drivemarket shim inpremium
and high pricesegments in coremarkem willbe rolledout globally".

Stmtety-

BATCO willonlyinvestcentrallybehindSE555, B&H and IPGL amongst itsUK
InternationalBrand portfolio.Fullbrandguidelineswillbe issuedasan integralpartof

theCompany Plan process.

Agency assignmentforthesebrandsistherespo=Wity ofIntemationalBrand

Mmg=em inMManL The agaiq of recordfbrSESS5 and B&H isBATES
WORLDWME (alsoLucky Strike).Whm-eas itisGREY forJPG-. AU brand
supportbudgetsmust be channelledthroughthem (bothATL and BTL). Any

cwtpdons to thisrequirepriorapprovalfmm IntanationalBrand Manag=enL

Any end markettha wishestomarketthesebraidswillbe cq=ted to adhereto the
iwxmatioraabrandplans.Localvariationsinproductfon=dations,adverdsing
c=ution or any otherelementoftheMarketingmix willonlybe permittedon the

basisofquantitativeresearchevidenceand withthepriorapprovalofLuanational

BrandMamujtm=t

Makiemce of internationalqualitystandardsisa fimdamentalpre-requisiteforthe
rightto r=mfi=im thekey internationalbrands.OperatingCompanies must indicate

how theyi--ti to achievethesestandardsasmeawred by QUAINT andMASQ and
PQRS withina de&ed timeframe.

BATCO hasdeveloped a new uniform pacJcaSeforJohn PlayerGold Leaf in
coniwwdon withtheAfricanand Sub ContinentOperatingCompanies. This
encompassesa new copy s=eV, standardnew pack*n& a standardcigarettenew
advertisingand new productguidelines.Thiswillform the basicbrand padmp which

edstingand potentialend markets willadoptin 1995/96or have done so already.End
marketsareencouragedtoidentifynew oppornmitiesforthe launchofJP(H-

Usage ofallotherBATCO trademarksremaintheprerogativeof OperatingCo e&
Brand plansshouldconform,however,tothemarketingprinciplesoutlinedabove.

Objective:

"To developin accordancewith theBrand Owners, bestbusinessbuilding
strategiesforLucky Strike.Bardlayand Fent".

Strategr.

Int=ationalbrandstrategywillremaintheresponsibilityofBrown & WUEamson but

BATCo's marketingofthesebrandswillbe co-ordinatedand controlledthroughthe
USIB u= inbmank- Accordingly,allproposalsaffectingstrategyforthesebrands

shouldbe channelledthroughtheUSIB unitinMMbank inthefirstins=cr-
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The operatingprinciplesgoverningthekey TJK internationalbrandsapplyequallyto

theB&W trademarks.Brand guidelineswiU be issuedas partoftheCompany Plan

process-

Agmiq assig=ent istheresponsibilityofInternationalBrand Management in

NObank- The agencyof recordforKent andB=Iay isGREY whom itisBATF.S
WORLDWME fbrLucky Strike.

Objective:

'To buildand hirethebestmarketing talentworidwide".

Strategy-

• To implementthemuketing s=egies outlinedabove, BATCO needsthelighest
qualitymarketingprofessionals.Our Policyistodevelopand promote intemady

averthelongerteml However, untilthequalityof internalmmicetingmanagers
has =ained therequiredstandard,itwillbe necessaryto supplementour iata7W
resourceswithsome ecemal recruitmentofmid-careerprofessionals.

• BATCO willcontinuetofocusupon'on thejob umininewith therme MUMSer

havingtheprimeresponsiltlityfbrthi&The Brand I:xceila= modulm wwch
==arise bestpracticeinbrandmarketingwillform thebasisof thistrainingwith

themodules beingmade availableinlate1995. End marketsdwuld c4onsauctclear
on thejobtrainingplanstoimprove thequalityoftheirmarketing =E ThisWM
be supplemented by subjea speci6cseminarsmanaged by BATCO.

• The new Marketing StaffPlanningrystm willbe implementedprogressively
during1995 with proactivecareerpwu@ng fbrmanagers on Grade lo+-or

equivalent(plusthosebelow Grade 10 butidentifiedashavingpotential),whether
intonationalor nationalnafe Thisnew systemwill=m= thatBATCA isgetting
thebestvaluefrom itsstaffwhun developingindividualstotheirma)dnmm

potaidal

Objective:

"To buod a world classtrademarketing orgini$2tionso thatthetraderegard

BATCO astheirpreferredsupplieroverour competitorswhilstensuringthat
trademarketingeffortand expenditureisintegratedfudy with our brand

objectives".

Strategy:

• To achievesalesand profittargetsby se=ing the activesupportofthewholesale

and retailtradeby offiningthan supportinallaspectsofTrade Marketingand
Distributionineachtradedwmcl BATCO willofferthem adviceand support

vaich istailoredto theirspecificneeds.

• To ensureregulartradecoverageeitherdirectlyorthroughdistributorsalesforces CD

ofoutletsaccountingforatle= 75% of allmarket volume sales.
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• To increasedistnlutionand vimbifityof ourbrandsineachtradechanne@totarget
salescallsbetw and to opdmise theeffectivenessofalltrademarketingpersonnel

• To re=ucwm thetrademuketing organisationto redea thesoplisticationand

sped2risationofthetradeand to ens,rechangingpane= ofsalesareanticipated
and exploited.

Api In$
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