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1. M IN?FRIdATIONAL CIGAREPPE M/I'a¢T
REY 'IAF?L_l5 & ONS

1 .1 'Eae growth rate of international filter brands (US eni Va) will be
around 5% per amim coapared with total free world growth In cigarette
corssimption of 2% .

1 .2 International brands (US ard Va) will increase their share of total
free world consvnption from 13% (1980 est .) to an estLmated 16% in
1985 .

1 .3 Competitive US maraifacturers will exploit the trend to blerded
products and will seek further exp5nsion in traditional Virginia
markets . It is forecast that US international brards will expand
at more than twice the armual growth rate of international Virginia
brsffis .

1 . 4 Within the international Virginia se gment, Rirg Size full flavour
(medi+m delivery) brands will continue to hold the sg,7or share of
volwe but this will decline (estimated - 1980: 74% ; 1985 : 66%) .

1.5 The main growth will be In the KS mild/low tar se@nent wh :ch will
increase its share of international Va . volume fron an estimated 10%
to 18% (1980 - 1985) .

1 .6 The share of total international Va . volune held by the twin ten
seBnent will reaain virtually static .

1.7 Increased and persistent anti-smoldrg activity will lead to :

1 .7.1 the el]mination of most traditional cass:nications
vehicles In the major markets by 1985

1 .7.2 the imposition of mardatory regulations in the areas
of product and paolmgilg

1 .7.3 the widenirg exploitation of cigarette

ron-tobacco goods
trad~ks In

1 .7.4 increasirg social pressures with ®phasis on passive
smokirg

1.8 The trend tor.erds products with lower deliveries of key snnke
constituents will accelerate.

1.9 There will be less rigid delineation betr.een US and Va . brards in
tenns of product, packagirg arsl image pro,)ection .

1.10 There will need to be greater flexibility in Vi rginia product/blend
formulation in order to retain an acceptable level of taste in low
delivery products .

1 .11 Virginia products will continue to be at a price disadvantage relative
to US brands.
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2. OPPORNMPPIFS AND S}IHPATS

Br® an analysis of the current situation as well as the trends/forecasts,
we have identified the followlrg areas of opportunlty and threat :-

2.1 Areas of opportum].ty

2 .1 .1 'Eae growth in the total Snternstlonal braral segment and the
resultant incr®ental Virginia volume .

2.1 .2 The major volvne opportunitles vhlch the King Size full flavour
seBnent will continue to represent .

2.1 .3 The proJected growth in the mild/low tar segirent .

2 .1.4 'Ae prenium twin-ten segrnent ]n tenns of House Image projection

(but not in vol+me growth) .

2 .1.5 Products rhich 1n both product arN presentation tenns are less
traditionally Virginia in style.

2.1 .6 The wider use and exploitation of our Virginia tradertarks Sn non-
tobacco areas .

2.2 $ueats

2 .2.1 The increase in anti-saold .rg actlvity at all levels and the
attendant restrictions and ]mpoaitlons on our business .

2.2.2 The considerably greater growth rate of ls type Snternational
branis

- evldent consuuer acceptance of blended products even in
traditionally Virginia markets

- the edge idilch blended prodocts have in retalnlrg taste at ,
lower delivery levels

- the price advantage

- the levels of support ezpendlture/7nvestment esployed by
US cmpetltion

2 .2.3 'lhe broader range of brands offered by Virginia caspetitors and

the advantage of their strong hane base .

brarr]safl hi l om f our ke2 2 4 Th t k t l tl h ty y .. . e r eoar res r c ons r+ c app o s e o

I L 2.2.5 The lncreasizg levels of advertisirg support being put behlnd all
our major canpetltive Virginia brands .
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3. STUM1tS

'fie followltg strategies are addressed to exploiting those areas of
opportinity identified above and to countering the threats .

Me ]mplenentation of these broad strategies is subject to traderark and

other regional restrictions and/or priorities and these are reflected in

the Reg :onal Sumraries and Strategies In Section 4 of this docunent .

3 .1 To concentrate our resources on a limited rnmiber of brands in order
to achleve the followirg key objectives :-

- the protection and developrent of our volure Sn the full flavour
sector

- the positionirg of spir~off braras to galn an ]amiedlate share of
the esergirg mild/low tar sector .

- the developnent of new mild brands/proJects to obtain an increasirg
share of the anticlpsted growth of the mild/low tar sector

In line with this strategy the followiig brands will be positloned
to fulfill the roles indicated :

NULL FLAVGUR

Fxtra length :
TQW PLAYER SPECIAL

%irg Size :
B&H SPECIAL SILTFR

555 k1L'PFR R1hGS

Th be the Group's main contender
In all regions where trademark
pe[mlts .

'lb be the Group's priority brand
in all regions where trademark
ownership pennlts .

Tb have the major role in a medi un
prlced positlortng in the NSd Fa t
and the Far Fast ; also as our
strorgest contender Sn the developing
market In Chlna .

I4ILD/LOW TAR - short tenn objective

EXtra length :
B&H LUXURY MII.D

Kirg Size :

B&H SPECIAL tffi.D

555 SPECIAL MII.D

'lb have the prlmary role in this
segment and to provide the prestige
endorsement for other B&H mild brands .

A direct derivative fron BfiHSF . The

key brand in the Lmmdiate
establishnent of a Group presence
in the growing m11d/1ow tar KS

volume segment.

A direct spin-off fran Filter
Y.lrgs in the medlun priced KS

segment with specific regional

st regths /oppo rtini ties .

660933454
0

Source: https://www.industrydocuments.ucsf.edu/docs/ffbb0143



MII.D/LOW TFR - mediun tenn objective

DU MAURItF HOUSE To establish du Maurler as the
4toup's definitive low tar/rtad
House xiden]ng deployment frao an
established UY, daoestic/duty free
base .

3.2 To develop and deploy the following brands Sn relation to specif.c
nflrket or regiona: needs :-

Fc3.L FLayoc?2

Tp3 KS Wnere the parent II, brand has
established a franchise and where
a voliare opportimity for a KS spin-
off is Sdentified without Jeopardising

' or dilutizg the parent's prestige

positioning .

LPMBERT & BVPLFR As a substitute for B6HSF in the
SPECIAL FII.TFR (KS) W. Hemisphere.

FQLD/20W TAR

L,pM..~RT & BUII.EH LffiURY MILD As a substitute for B6H[M in the
W. Hemisphere .

JPS MIIA (II.) As a direct mild derivative from
the parent brand .

3 .3 Tb deploy and support the following brands in relation to the limited
opportimities foreseen :=

555 ?Ni'IIS1AT1[NAL Limited regional potential at sub-
prertdun price ; prestige endorserent
of other 555 brands .

B8H LUXORY AffNifDL Tb establish a base in W . African

transit prior to examini+g its
wider potential .

3.4 Th develop a new product concept to compete prlmarlly in FLrope with
IEter Stuyvesant.

3 .5 Tb stimulate royalty incane by encau'aging the introduction of other
brands (e .g. Gold Leaf, Bnbassy and related spi~ffs) by Associated

Canpanies or through licensees .
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3.6 'ib develop the fo11ow1ng projects with M'iC :-

- Project HULLIQJ : a prmlm King Size full flavour brand

frcm the B8H fkouse.

- Project L4DBR01(E : a preudun KUg Size full flavour brand
fr® the State Express House .

3.7 2b establish brand priorities by region and determine central supprt
levels taldng into account :-

a) the support provided locally by Ass. Co./Area 1~= .

b) the longer tenn objective in Group terms .

3.8 iEiere voLme potential Ss identified, to exploit opportunlties for
our brands in traditionally ron-Vlrginia marlrets

. 3•9 1b pursue a strategy of greaterflexibility In tems of blend
modSfications in order to protect and extend the franchise of our
Virginia brands .

3.10 To pursue product developnent and Snnrnvation primarlly in the areas
of :-

a) low and ultra low deliveries (e .g . to achieve a 1 mg. Virginia
cigarette with taste) .

b) variable cost reduction to Improve the c®petitlve position

of Virginia products versus US .

3.11 1b contiznie to ensure that deliveries of all our Snternational brands
are reduced in line with Group guidelines .

1b ensure that all our brands are advantageously positioned to
exploit mrket requirements and/or conpetltlve moves .

3 .12 2b develop effective alternative means of canmimlcatlon to meet an
increasingly restricted environoent and to contribute to the
exploitation of our tradetarks In non-tobacco areas . -
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4. fEGiONAL SUFSIARIFS - l1.TIIVJATIONAL VIAQINIA BRANDS

Within the context of the global strategies outlined above, we have
exanined each geographlc region and developed strategic priorities speciflc
to the situation ard anticipated develepnents within the particular
region. 'ihese are a~lsed below .

4 .1 PAR E4SP (Excludlsg 9ub-(',ontinent/Australasia)

4.1.1 Trends

Total cigarette consu iption in the region is forecast to Increase

15.5% by 1985 . A maJor share (excl . China) of Sncresrntal worldwide
cigarette volune is anticipated (17.4%) .

Aegion represents 12% of all Snt. Va. sales (1979) . 2bta1 international

branl volvne aas split 43% Virglnla; 59% US with the latter showlrg an
Increasing trend .

BAT share of Int. Va. brand sales 62% (1979) but declinirg .

Virginla canpetltion: Amhll1 KS has grown slgniflcantly although the
twin-ten parent has declined . Peter Stuyvesant has growri in N®laysla as
hes Pottmans in its 100 ® format ; Rottmans KS has declined .

US cmipetition : Marlboro has made s3gnlficant gains and accomts for the
greater part of US growth in the area rtliich represents a major threat.

Note : In Australasia total cigarette consunption is forecast to grow
by 8.3% by 1985 and in the sub-continent by 23% . lnt . Va . brands
declined in Australasia 4% from 1978 to 1979; In the sub-continent
the maJor international brands have insignificant volune althougi
Capstan and Gold Leaf are flourishirg .

4.1 .2 Assmnptiore

The Par Past will contirue to represent a maJor region for Int . Va . brands
but US brands xi.ll cont]nue to increase share .

Although currently very a all, there will be a substantial mild segment
by 1985 .

Ch]na will present ner vol~ opportimities .

Caanonication restrictions will intensify in Malaysla and x]]1 begln to
bite In Horg Kong and Indonesia .
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4. 1 .3 Strategies

i) 7b position the followirg as priority brands in each of the major
market serents ard support then with international media artl
airport advertisirg :

fiktra lerutth: JPS

Extra lenRth mild : %H Luxury Mild

KS full flavour : BSA Special Filter (hlgh price)

555 Filter Kings (mediim/high price)

KS low tar : B3H Special Mild

ii) 7b position the fo11ow1ig as develoFment/support brards : -

Extra lerurth: 555 7nternational

KS 1ar tar: 555 Special Mf1d -

Riese brands w111 also be supported ; 555 International xill provide
prestige endorsenent for the parent KS brand .

111) To upgrade the image and exploit the assets of the State Express

House by developSrg a prestige KS brand . (Project "Ladbroke" in
con7unetion with MiC) .

iv) 7b actively pursue the opportimities presented by the openixg up
of the China market .

v) 'ib examine the follordrg lo}ger texm opportunities :

a) JPS Mild as a support brand in the Extra Lergth
mild eegment .

b) Mider deployment of "9Allon" followirg the proposed

c)

laimch in Malaysia In 1981 .

A Y1ng Size JPS spin-off .

d) 971der marketirg opportunities ]n the KS mild seg rent
for the At Maurier Muse.

660933458
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4 .2 WES1fI2N HF7CLSPHFRE

4 .2.1 Trends

1bta1 cigarette consunption in Latin America is forecast to g:row by 29• 7%
by 1985 ard in North America by 5.3%. Major share of forecast incremntal
world cigarette volune In Latin America (24%) ; only 4% in N . hnerica .

The region represents only approx . 3% of all Int . Va. filter sales .

In Central and South America, Virginia volme has gror¢m by 458 miLion/36%
(1976 - 1979) and the share of US/Va . is 95/5. BAT share of Va . volme
in 1979 was 43% and growlrg .

In the C$ribbean, representirg 1 .5% of total interrational Virginia
volune, the BAT share rss 47% .

4 .2.2 Assunptions -

Price will continue to restrict the volume of Imported brands in Latin

America .

Opportunities for straight Vi rginia brands Sn Latin America will be
limited .

The Caribbean will continue to represent a relatively small and static
marlo:t for International Virginia brands (2 .2 - 2.3 bn . p .a.) .

Relative to other areas the srvlGrg & health issue and related restrictions

will not develop rapidly .

4.2.3 Strategies

Our stratcgy for the region concentrates on Central and South America and
the Caribbean; trademark problens, consumer tastes and Snvestnent
requiranent restrict the potential in the USA except in duty free . Hence
our key strategies aie :

i) 1b support JPS as our priority brard in Iatin-Pmerica .

ii) 1b examine the potential for a®odifled Va . blend for JPS
as a means of rridenirg the franchise .

iii) 7b assess the potential for a Iembert & Aitler developrent
(in PkH livery) in the Extra lergth Mild and King Size segoents .

iv) 'ib exsmine the potential for Du Maurier house brands .

v) Sb continue with a moderate level of suppo rt for B&H Syecial
Bilter, B&H Luxury Mlld, 555 Int . and 555 Filter ILings in the
Caribbean .

660933459
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4 .3 M=E EA91'

4 .3.1 Trends

Growth 1n total cigarette consvnption is forecast at 35 .7% by 1985
(includizg N. Africa) and 10% of antlcip3ted lncremental world vohane
will cone frqn the Middle Fast/N. Africa .

Rre Middle Past represents 13•iS of total Snt. Va. filter vol'.mie (1979)
with BAT share at 22%. International brards were split in 1979 in the
ratio 60/40 OS/Ya; the Middle Fast represents 15% of total US Snternationa;
wlime havhg gram by some 80% since 1974 .

4.3.2 Assimptions

The Middle Fast will continue to be a ma,7or market for international
brands ard our low share presents growth potential .

The Sroldrg & Health Sssue and related restrictions/propagarda will
grow erd maVOe ccmurunicatlons very difficult . Government pressure on
max]anm delivery levels will intensify (currently 15/1 .0 in Saudi Arabia) .

Saud1 " Yenen will be lv?y markets for increased volurte .

A mild sector will develop and the threat from Silk Cut will grow .

4.3.3 StiateKies

i) ESfort will be cornentrated behird B&H Special Filter as
our main wlume brand apportunity in the stnrt to mediim te¢n.

ii) Support for BEH luxury Mlld to establish a prestige Image for
the B6H Fbuse ; lorger tenn this will help establish B&H Special

Mild which Ss the Area lban's mild drive bractl in this reglon .

iii) We w111 exsmine potential for 555 Special Mild ; also du Maurier
low tar .

iv) Cons]deration to be given to support for JPS as the brand
develops ; possible longer teim spin-offs (e .g. JPS Mild,
JPS I44) .

660933460
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4.4 AFRICA

4.4 .1 74ends

1bta1 cigarette consvnption will grow by an estinated 25 .5% by 1985
(West Africa: 32%) .

The regionTs share of incranental cigarette volune will be low at around
4s.
Jhe region currently accounts for ca . 15% of total lnt . Va . volime and is
gwwing. our share is 49% .

South Africa is the main sarlo:t accotmtirg for 42% of the total regional
volime (Nigeria 36%) .

4.4.2 Assumptions .

'Ihere will be signflcant growth for Int . Va . brards in Africa (particularly
West Africa) .

'IIhere will be increased activities by US brands - again with the ecphasls
on *st Africa .

Wa wiLl contimie to be heavily deperdent on West African business .

lk will continue to be in sn intensely canpetitive situation in South
Africa .

. .' 4.4.3 Strategies

i) 8upport B&H Special Filter as our drive brand pr]sarily
in West Africa .

u) 3upport B&H Special Mild in South Africa .

iii) Sipport 555 Filter Kings as a back-up brand pr]marily
in West Africa.

iv) 1levelop B&H lauury M11d and B&H Special AfLld for a eecordery role
in West Africa .

v) Ehcourage sp4~offs fras Oold Leaf and Hnbassy in existirg
inarkets and to extend franchises to new sarlo'tts where
practical, in order to protect ard develop royalty incme .

vi) Develop the %N Luxury Menthol franchise in West Africa.
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4.5 FS]ROPE (excluding Duty Free)

The F]uropean scenario (1979) for international brands showed the follow!rg
breakdown in tenns of volwe/share :

us type 88.6 billion for a share of 72 .9%
"True" Va. type 13.8 " " 11.4%
P. Stuyvesant 19.1 " " 15.7%

BAT's share of the total was 2 .4% and of the "true" Virginia 21% . Ozr
mein cmtender RER.SB grew 9% fr® 1978 to 1979 but all maJor canpetltive
international Virginia brands grew at slgnSficantly faster rates (e .g.
R8S 33%, R. Pall Ne11 17%, DI 15%, DKS 12%) .

Rothans Peter Stuyvesant increased by 35% over the sane period mainly in
France and Benelux; Reestsma's Stuvvesant declined 3% .

Qi the US s]de, Marlboro and Cmnel are the leadirg brands and are strorgly
pregressive .

4.5.1 Rtends

A relatively lw increase of 5 .1% in total cigarette conswptlon by 1985
is forecast .

'IIx share of worldwide Sncresental cigarette volime will vary by reglon :

Yestern/Northern Europe - nll
Southern Flsope - 10%
Fastern Europe - 22%

The region as a whole (exel . duty free) represents 22% of all Tnt . Va .
sales (1979) M1ch are progressive . f5ccludizg Rottmans and Reemt~'s
Peter Stuyvesant brands the "true" Virc„±n ia volme in F]sope accounts
fbr only 9% of all Int . Va. sales.

4.5.2 Assimmtions

7}iere will be no slgnlficant growth in overall vohme In Ykst Flsope
but blend switchSng away frmi black will offer Va. growth opportW.ties .

Virginia bratd growth will be heavlly dependent on pricirg ard support
SnvesLsent . .

In certain eegn. .̂nts (e .g . Mild) an established UK base will assist extension

of those brands into PSAS/F]uope dcmestic .

The 8soldig & Realth issue and related restrictions will intensify .
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4.5.3 Strateaies

1) 1b support the followlrg as priority brards In European dasestlc
markets :-

BSH Luxury Mi1d
PEH Special Filter
R6H Spec1a1 MSld

ii) Tb examine the folloMr.g mediim to lorger term opportunlties :

a) The developsent of du F$urier fras its UK base with brands
positioned In the mild and extra mild KS segments .

b) State Express brands possibly involving a repositionlig Sn
terms of Image, price, packagirg and blend .

c) A brand development to compete with Rothnans l eter Sbuyvesant
]n image and blend terms .

4 .6 IN14dJATIONAL W'iY FRF$/AJROPE LUTR FREE

4 .6.1 Trends

It is estimated that by 1985 the worldttlde duty free business will have
Increased by 13.6% (4.5 billion) to a total 37 .8 billion .

The share held by UK and FLropean brands will decline to 23 .9% and 18.0
respectively ; US brands xlll increase to 58.1 share .

In FLrope, the duty free business rd.ll decline by 3.3% (5.5 mlllion) to a
total 16.3 billion. US brands will rema]n static ; UK and FLropean will
decline . 3iares in 1985 will be US 36.4 ; ELropean 33 .7 ; UK 29 .9 .

BAT share of worldwide duty free was 11 .9% in 1980 and is expected to be
12.5% in 1985. Of Ehrope, our share is 16 .0% and will r®ain at that
level in 1985 .

BAT share of the UK brand segment (worldwlde) will increase Sran 49.5% to
52.3 ard Sn bYrope fr® 53.1 to 53.5

. 4.6.2 Assumptlons

The P.ing Size full flavour segment will continue to drminate .

1he mlld seenent will develop further, reflectirlg domestic sarket trends .

An established UK base will assist in the extension of mild brarrls into
FLrope duty free .

The duty free business will becase lncreasirgly eubject to 9noldig and
Health related restrictions and lmpositions as apply in domestic markets .

660933463
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Pressure on prices will Increase and U$/Fluopean brands will continue to
have an advantage .

r

4.6.3 Strateaies

1) The following will be supported as priority brands :

John Player Special (II.)
B&H Luury Mild
P6H Special Filteer
B6H Special Mild

11) 9'ie following options will be examined as potential developuent
brands with perticular mphesis on Sdentifyitg a KS Mlld contender
(v. Silk Cut) .

Du Maurler - positioned as the definitive mild house ; wider
epl~oyu~t of the KS red version to be considered hopefully fran
the UK base. Also, lorger term spirwff of ultra-low delivery
version (blue) .

JPS Mild - a possible back-up in the II.I411d segsent dependirg on
Its perfommnce in South Africa .

555 ia1 Mild - the extension of the brerrl into Europe duty
be largely dependent on Sts performsnce in UK danestic .

111) 7b develop a new project for a brard to caspete directly with

Rothmen's Peter Stuyvesant, initially in Europe (domestic)
but lorger tens in duty free also as appropriate .
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HIOH PRICE

ses

B&H Unc. Mild
JPS Mild

B&H Gm Menthol

B&H Sp. Filter

JPS 1(S

B&H Sp. Mild
Ou M . (red)

B&H Ultra Mild

MAIN VA .
M®luM PRICE caMwerrrla
555 Int. Umhlll Int .
DNMSR Rotfiren lnt .

P. Stuyveeant 100

Unh111 Sup. Mild
Silk Cut Int.

St . Morltz
Amhill Menthol

555 F.K. Unh111
P(II. Rothnsne
Hnbassy P. Stuyvesent

Craven A

555 Med. Mild Roth. Sp. Mild

555 Sp . Mild Silk Cat
Anhlll Sup. Mild
P . Stuyvesant Dc . Mild

Silk Cut P]c . Mild
P . Stuy. Ultra Mild

R. Pall Mall FSc. Mild

APPENDIX A

MAII7 l6
COMPErrrloH

P. Morris lnt .
Hlnaton lnt .
B6H 100e

B&H Llghte 100's

Marlboro

Wireton
Pall Mall
Cane1

Marlboro Lights

Winston Lights

Camel Lighte

Merit
Vantage
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