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MR, TCOM WHITEHAIR .

BROWN & WILLIAMSON INTL. TOBACCO
3000 FIRST NATIONAL TOWER

101 SOUTH FIFTH ST.

LOUISVILLE, KY. 40D202.

U.5. A,

Dear Tom:

- Attached please find four copies of the Marketing Managers

Conference 83, held in Guadalajara in March 1h-16, 1983.

1T will appreciate your turning one¢ copy to Tom Sandefur,
one to Ted Parrack and one to Bill Telling.

The Minutes were prepared with material given by the speakers
as well as with the notes given by the moderators of each
themne. Nevertheless, it might be possible that any of the
participants would like to make corrections to them and if
so,- I am asking them to make the proper changes sending one
copy to all the delegates to the conference.

Best Regards,

LIC. JAIME GARCIA S. NARRO
MARKETING DIRECTOR

Jost ajen. RECEIVED
.......... e

TEW.
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NARKETING MANAGERS CONFERENCE

Cuadalajara - México

March 14-15-16, 1983

Introduction / Administration

I. :fNARKETING'LOW'DELIVERY‘PRdDUCTS

a)'Léague-Tablas-

1. wWorldwide Study of "Impact of
League Tables"

2. Update on recent events in:

_ ,( I) Brazil
(1T} Chile

3. Review of Rctivilty in each country
and recommendations/conclusions

BREAK

3 Product Development

1. A presentation on recent product
innovations, rationalization of
materials,.and implications of-
lower delivery products.

2. Discussion

BREAK

i, . MARKETING IN A RESTRICTIVE ENVIRONMENT

1. Venezuela's Experience.

2. Relevant ‘Aspects in Other Countries
of the Area. - .

3. Discunssion of BATUKE's fAide'Memoife'
and conclusions/recommendations

EREAK

IIX. STAFF TRAINING AND DEVELOPMERT -

a} Courses Planned by Millbank
b) Needs of the Area
‘Each Country to outline needs.
)} Reqgional Courses
&) conclusions and Recommendations

END OF DAY
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Iv-

VI.

VIE.

STRATEGIC PLANNING TN MARKETING

1. ?reseﬁtation

2, Cconclusions and Recommendations

. BRERK

PRICING/VALUE FOR'MONEY BRANDS

Discussion on Mike Heath's paper leaﬂiné'.

to conclusions and recommendations.

'REVLEW QF SALES FORCE DEVELOBMENT -

Bach delegate to outline the progress made

as a result of last year's conference. .

" BREAK

MARLBORO IN MEXICO

1, Study Time

Each delegate Wili have time for the
last review of Maxlboro Case.

2, ‘Questions

The mexican team will. solve the
questions arising from the
Mariboro Case.

3. The Marlboro'hdvertising in Maxico

BREAK

4. Group Discussion

Delegates will be assigned into groups
_Ito.discuss the Marlboro Case.

5. Groups Presentation -

' END OF DAY '
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VIII.

IX.

13.03.83,

'mish.

ﬂINTERNﬁEIQNBL"BRBNDS

7.

‘Overview of BAT Marketing Pclicies'

and" Strategles.

. 1982 sales Results'in'the Area

. Competition’ Strategies

Delegate from eaéh Country.

B R EAK

'BATUKE Int Brands Strategles & Plans

“for . JPS.

BATUKE nelegate' o : .o

'BWIT new Organization and Orientation

U.S. Int. Brands Strategles & Plans

BWIT Delegates

B.R EAMK

BWIT Presentation Continued,

BREAK

Conclusions/Racommendations

Covering the whole day's proceedings.

CLOSIﬁG THE CONFERENCE AND CRITIQUE

IND OF THE CONFERENCE
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INTRODUCTION'.

OBJECTIVES

. MARKETING MANAGERS'CONFERENCE_

GUADALAJARA - MEXICO
MARCH 14-15-16, 1983
MINUTES

h % Garc1a opened ‘the conference with a Welcome to all Delegates,

in behalf of CIGARRERA LA MODERNA, S.A. de C.V., host company and

" started —~ the works o? the MMC 83, reminding that the’ main purpose

of. these meetlngs is to have the opportunity of interchanging expe-
riences among all part1c1pat1ng countries of -the most relevant themes
in the current marketing, trying to detect the opportunities that

‘those themes represent and. establishing strategic actions that should

be taken by the Group and by each one of. the companies.

The main objectives of the Conference were:

1. ' Review of the current situation of the marketing’ of Low Deliveries
products, in relation to the League Tables publication and the
“technical development of these products.

2. PReview the last events on marketing in a restrictive environment,

. knowing of the last experiences the countries have had, and -

discussing the suggestions made in BATUKE's document: ' Aide
'Memolre ', :

"3, To. determine the area needs in courses for the development and

. training of the marketing persornel and kn0w1ng the courses planned
. by Millbank.

4. To get to conclu51ons on the strateglc plannlng roll in marketlng,

.as part of the planning process of the company .

E 5._- TO'dlECUSS-Mlke Heath's document on. "Pricing/value for Money Brands".

getting to conclusions and recommendations on this theme.

6. ' Review the obtained'progxéss ih relation to ‘the development of the

Sales' Force, in the same terms dealt with in the prior conference.

. 7.-. Bpply the experience and the use of strategic thinking in the

Marlboro Cage in Mexico,'?ecognizing that what is happening today
in Mexico can happen in any other country. Marlboro, as the Market
Expansion Document states it, is the originator or responsible of
the competitive weakness of the BAT Group.
: ’ ' FHevivunn
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TIX.

';Know tha BAT Marketing Policies and strategles, the sales results
“in the area during the last year, as well as the main strategies

that the competition has followed in the area.

Review plans and strategieé of the Vifginia International brands
. Erom BATUKE and the U.S. Blend International Brands from BWIT.

MARKETING LOW DELIVERY PRODUCTS

1.

 Tmpact of Iﬁaéue Tableé;g

B presehtation of sbmé of the conclusions to be included in a re-

port concerning League Tables was glven, gtarting with a brief
hlstory of their development :

In summary, the main po;nts raised during the presentation were as

'follows*

Summary of the Case Studies from Operating Companias

‘a} Pre-Positioning

It is of prime importance ﬁo be placed as lowest or next to
lowast brand in the league table if there has been no publlca
tlon to date. _ :

The examples both in the case studies and elsewhere are numerous:
8ilk Cut in the UK, R6 and Krone in Germany, Kent and Hallmark
in Australia, Kent and Boule d'or (fortuitcously) in Belgium,
Capri (Extra Low and Extra Smocth) in New Zealand.

It may also be.important to be placed at the lowest end of-thg'
projected tar bands, groups or consumer recognisable seqments.

b) Distribution and Support

Pre-positioning will only be of longer term benefit if the brand
is both available and vigsible when the league table is publlshed.

~In New_Zealand we.see_the penalty paid for lack of sufficient.

- product to meet demand, poor distribuition and the absence of
advertising and merchandise support: the Capri brands rapidly
increased sales on publication of a league table which put them
in 1st. and 2nd. place, but very soon declined for lack of
suppoxt and distrxibution.

¢) U.S.P.

" Brands Wiﬁh a strong USP tend to sustain share longer. The USP
is very often of a technological nature as seen in the U.S.A.
with Vantange (cross-flow filter)} and Doral (baffle filter);

5| SO
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Australia with Hallmark (dual filter) or Switzerland with
Select (Magnesium silicate/carbon SELEX 4 filter) and recently

"Barclay in the U.S.A. (grooved filter). The USP can also, of

course, be less tangible as with Kent.

Accoptable Smoking Characteristics’

Except in the short term, products which have ndticeably poor
smoking characteristics rarely achieve success. Hence, Ransom
{original product) in Austratia and Embassy Extra Mild in U.K.,

‘despite appearing as lowest brand, did not benefit ih the longer

tern. The acceptability need not be restricted to satisfaction
since the "wrong" taste {e.g. Gaulcise Filter, a dark air cured

. in the German Blended Market) may alsoc cause rejection.

‘Media Coverage of League Table Publication

The effect of the publication éppéars to be -directly proportional

to the level of media coverage. given, This is clearly demons-

" trated 1n the Australlan Case where the league table was given

much more exposure in Vietoria State than in the rest of the

. Country. The resulting sales of the same lowest tar brands

 were much higher in Victoria than the other states and persis

£)

9)

ted longer.

Subsequent Publications

The second time around, the impact is rarely as great as the
first, and oﬁten a non—event unless ik attracts sufficient
publicity. :

However, 1f there is a change in format which has consumer
appeal, or another well respected and authorative third-party
publishes the subsequent league table, the impact may be as
significant as the first publication. An example of such a
publication having both these advantages is the table published
by Dr. Gori in Newsweek and other media. The table was repro-
duced in terms of safe numbers of clgaretles that could be
smoked per day (i.e. instant appeal with no data interpretation
for the consumer) and the authority was the U.5. Cancer Insti-
‘tute, a well respected third party. BAnother example of the
first type is the combination leayue table (Lar, nicotine, CO,
and NO) where. a single fiunber represents an otherwise confusing

mass of data e.g. Herzfeld in Switzerland..

Low Tar Brand Families

 Many of the most successful low tar brande use the league table

position of their ultra low tax versions to support the mild

-1mage of the famlly-

B ......
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'Thls strategy is used in many markets and is characterised by

€ilk Cut in the U.K. where the bulk of sales come from the 9
Tng PMWNF King Size Brand, which has good taste and flavour
attributes and is just acceptable to the health concious full
flavour smoker.

However, the eye-catching top of the league table shows no lass
than four versions of SilkCut King Size tagged with ultra low

and extra mild (both with and without substitute) in 3rd., 4th.,
5th. and 6th. position, all accocunting for very low sales compared .
with the 9 mg Silk Cut King Size parént..

™

Perceived Mild - Vulnerable or Mot?

When deliveries are revealed din a 'first time' league table,
it is often suggested that a perceived mild brand will suffer

" if its deliveries do not match its previous stage.

This effect obviously varies from market to market and is de-
pendent on the interest and publicity given to the table.

Tncreased Usage with Low Tar Cigarettes

There has always been é'popular theeory that lower deliveries to
higher cohsumption.

However, this appears to be unpredictable and is sub]ect to many
indefinite variables, not least of which is the inability e
accurately measure consumption patterns before and after a change
from full flaver to low delivery cigarettes., Only gross indica
ticna can be used such as total sales and incidence data but Lhe’
latter is also often inaccurate.

In practice, it is belisved that smokers becoie accustomed to a
diet of vigarettes per day in terms of both the habitual ritual
and satisfaction. fhus, after a period of acclimatisation, a
combination of compensation and relaxation to their original

“routine probably produces a consumption very similar to that

before the change from full flavour to lower tar.

Coverage of Brands

very often, the first table only includes the larger volume,
better known brands. The 'pick-up' for analysis is normally
6-2 months before publication. .In these circumstances, brands
can be listed highest or lowest by default or new launch low

tar offers may be omitted either because of mis~timing or low

volume . and hence low recOintlon to the group organlslng the
table publication.

L5 S
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Negative Effects -

The impact of 1eague'tableé and subsequent growth of the low
tar segment is often slowed down or declines during periods of
reépeated high price rises or sever cconomic depression.

A number of reasons can cause this decline and range from a
consumer demand for value for money {(maximum satisfaction for

his money) te lack of materials or machinery te continue manu

facture of the low far brands, which are usually or more ela-
borate teahnical_specifi;ation than nexmal full flavour brands.

Post League Tables

Government in thOEQ countrles who have had lcague tables for
longer periods and where their impact has declined, tend to
concentrate on the anti-social aspects of smcoking as an alter

‘native. “The themes used incliude sidestream and its alleged

harmful effect on pa551ve smckers, nuisance aspects in public
places, stale smell and discoloured furnishings in the home,

the unattractive smell of smokers breath and clothes and the

fire hazard aSSOClatEd with smoking.

Conclusions from the Conference

a} 

B}

c)

ay

Perceived Mild Brands: Can They be Affected with a Table
Publication? ' ' '

Depends on how hte brand mildness is perceived in relative
terms to the other brands, with which they will be represen-
ted on the table publication.

Does a Lower Delivery Brand imply Higher Rate of Consumptlion

to the Consumer coming Down from a Higher Delivery Brand?

No. Maybe in terms of individuals you can have some examples
of this but in global terms there is no correlation between
consumption and reduction in deliveries.

The Dynamics of the § & 1 Subject in the Area, and the Impact .
the Action or Reaction of a Company on a Markel May Have on
One or More Other Markets in the Reglon Requires a Very Quick
and Constant up dating of Developments for all Companies.

The speed reéquired can only be achieved through direc cormuni-~
cation between associated companies in Latin America.
Cﬁn:LeagUe Tables be used as.a.Marketing Weapon, ag Means of
Attacking Competition, and not only as a Reaction Measure to
‘Competition Initiatives?

There is no one single answer to this guestion. As a principle

#eooo.an
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yes, but subject to local conditions. However, it was the

general consensus that which ever is the case on any given
narket, éll-COmpanies must have an established plan and be
ready to take action on an objective target date, and then
depending on the market conditions of that given moment, keep
the option open to postpone the action to new identified tar
get dates in the future. In the interim period hetween action
target dates, a CODtanDuE process of updating of plans must
take place.

In the case of Market where Clrcumstances Point to the need

“of Taking Action with League Tables, does this Action Pose

The Risk of Preempting GovernmenL Actions in Anticipating media

_Restr:.(:tj_c)ns‘>

Yes, this is a pessible price that will have to be paid. There
fore the decision of taking this action should take this into
account then., Before the actuwal action is taken, the Company
must be sure that the final balance is not going to give a ne-
gative end result,

.3} Product Development

Carbon Monoxide

A presentation descfibing methods of redﬁcing carbon monoxide
deliveries indicated that there is no simple answer, but a com
bination of design feaLures are used.

ThE_deSign requirement is to minimise €O but maintain tar de-
liveries. ‘The best measure of this effect is the ratio of CO:
tar deliveries.

i.e. Decrease CO ' Maintain Tar
Filter Venbkilation o Lower filter pressure drop
Moderate ‘paper permeability Higher blend nicotine

Lower density (expanded tobacco) Lower Stem levels
Lower Puff number

Hormal ratios of CO:tar are around 1 but can be reduced to 0.3
if all the above measures are taken. In practice, the most im
rortant features are filter ventilation and low filter pressure
drop. With designs giving low CO:tar ratios below 0.6 however,
the cigarettes tend to lack draw resistance and may therefore
be unacceptable.

C5F Filters

The design of this filter allows the use of very low filter
pressure drop without the lack of draw resistance experienced
with certaln low CO conventionally designed products.

- TS
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A consumer product. test is currently in progress and is "inten
ded to establish if there is a preference for this filter com
pared to conventionally designed low CO:tar ratio cigarettes.

Externally Moulded Filter Tips

A spin-off from the spin moulding technigue used for CSF filters

is a technique which allows decorative moulding to a depth of
about lmm. The moulding can be used as a brand identifier and
a recently developed cork paper which is thermo-mouldable has
been used for this purpose, Samples were distributed showing

brand names, motives, rings, cross hatching, ete.. It is in-

tended to develop the technique such that motives or patterns
can be coloured gold within the mouldlng

Commqug: There was a moderate level of interest in the tech
- " nique. - The BE&WIT representatives requested samples
‘of a crest pattern with gold in the moulding, for
_ further evaluation..

-Rationalisation : I

The following Objeotivesfstrategies, which were reproduced from

. B.A.T. (U.K. & E.) plan, were presented as a guide.

* TFacts &'Assumptions
-Production Flexibility and profitability are inEluenced by
the nunber of different specifications in manufacture.

* Objectives Strategies
1. ﬂToiminimise_the nurber of versions of any brand

commensurate with market needs and importance.

2, To Minimiee the number of components used to
" construct the product range.

3, To ensure that new developments do not result in. the
.addition of new stock items unless really necessary.

The PDT should act as a focal point for ensuring
that these cbjectives are progressed.

. Comments: It was agreed that it was necessary to rationalise

ag far as possible, but caution was expressed that
the process did not eventually compromlse the prod
uct range.

Filter Ventilation

“The importance of the futurelrequirement for filter ventilation
S on fullflavour brands in the 12-15 mg PMWNF range was discussed.

The advantages were presented as.

i1 P
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1. ‘The only route to gas phase reduction.
2. Mainténance of smoke halance, taste and impact,
3. Flexibility for rapid chenge.

1t was Streésed-that in the moxe sophisticated markets, our
competitors already use wventilation at these delivery levels.

It was agreed that.the best technigue ig to use the Hauni Max

SL on-machine laser, which perforates the filter of the finished

clgarette. - The_only alternative for 'invisible' filter wventi=-
1atlallg the use of zong perforated tippings, which requires
' skip_gap gumming ' and porous ‘plugwrap.

MARKETING IN A RESTRICTIVE ENVIRONMERT

- Omar Diaz presented "Venezuela's Experience", the post-media ban ad- '

vertising situatioh'in that market.

It was agreed that the follow;ng summary of leSSDns is useful to the
rest of Delegates. : :

1c.

1l.

Restrictions should always be regarded as a pos Slblllty.
Avoid accelerating/de}ay imposition of restrictions.
Develép aiternative media before ban.

Gear.agencies/media for rest;icted advertising eﬁvironment.

bevelop early brand identifiers.

Be consistent in brand communications.

Develop early coxporate image.

Explore non~traditional treatments foxr static media.

. Gear up Sa1es' Force for changing role (guantity/guality)

‘Adapt merchandising/promotional teams to new reguirements.

Close relationship with media/government.

Adwertising expenditure in Venezuela has remained at the same level as
pre~ban, although cost per thousand has gene up as television disappeared.

Commeht was made that advertising agencies should be directed now to

- regard secondary media in ltS own rlght, specially whlle broadcast is

avallable.

17 S
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Print and outdoor media were regarded as prlorltarlouv ang should be

 +tied up-before a ban.

Again it was veminded that advertising campaigns must be transferable

. to “static" wmedia such as print and outdoor. In relation to the "Aide

Memcire' document, it was insisted on the lmportance that the recommen-—
dations stated in it have. Some additional comments were made by the

group.

That in trademark diversifigation several attempts have been made and

‘it was agreed that small companles flnd it dlfflcult because of limited

IBSOUICES

Along with sponsoxships, these aqtivities'were-reﬁardéd.as impartént
for the future of our business. It was recommended that the key brands

- should be registered in applicable ox feasible product classifications.

BWIT offered ad. agency counsel in thls area to delegates.

STAFF TRAINING AND DEVELOBMENT

1. Courses Oxganized by Millbank.

The following' Marketlng courses, organlzed by Mlllbank will take
_place during 1984: :

Early 1984: Marketing Management Course.
© Barly 1984:  Field Sales Management Workshop.
Mid - 1984: . Market Research Course.

2. Regiohal Market Research Course

Tt was agreed that this will be held in Mexico City during January
1984. This course will be in Spanish and will be coordinated by
Mexico'with help from Millbank., This course is intended for exe-
cutives who know the basis of research.

3.  Sales Force Organization

Brasil confirmed that they are prepared to receive executives from
this area who would benefit from studying first hand the current '

salea force structure of Souza Cruz. It was agreed that it would

be preferable if this visit was made by a group of executives and

not on an individual bases.

Thus R.W.B.B. will coordinate, in conjuncticn with Souza Cruz,
this visit. BAg a first step he will ascertain the actual number
of partieipants. '

4., ' 5ub Functional Managers Meeting

After reviewing the results of the last three meetings held -
| Beeenn.
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_ Advertising, EResearch & Sales - it was agreed that the following
meetings will be held in 1984:

Sales Managers - Guatemala City - First Quarter 1934,
Advertising Managers - Mexico - Mid 1984,

‘Brasil expressed interest in being kept informed on these meetings.

STRATEGIC PLANNING IN MARKETING

. In this part of the confcrence, an external speaker presented the hack
" ground and present technigues of the Strategu:Plannlng, as part of an

up—datlng process for all delegates. .

" The above, taklng in acqount that the strategic Planning is a very use-
"ful tool for the Marketing Area and, as a fact, the strategic thinking

is a quality that distinguishes the Marketing people.

It was concluded that in these days, in which most of the countries

face serious economic problems and that their cigarette markets are
very affected, the Marketing people play one of the most important
rolls in the Company, and that the use of qtrateglc planning technigques
help them optimize the use of its rescurces and efforts.

That is why the marketing importance in the company's planning processes

is greater each time even arviving, semetimes, both rolls to become just
one. ' '

PRICING/VALUE FOR MONEY BRANDS

Delegates received a copy of the document "Aspects of Cigarette Pricing”
last October. A shortened version will appear in the Market Expansiocn
Strateqgy Document which will be issued in May and this was circulated
to delegates by Ian llacking.

. BAT CQ._mquetlng Department recognisas that pricing strateqy is a
“market specific consideration requiring individual market formulation
‘rather than a global approach: There is, however, an incrcasingly urgent

need for Operating Companies to consider this pricing strategy in  the
context of declining total market volumes and the emergence of lower .
price competition, Delegates agreed but asked whether Millbank was
prepared to accept a lower return, probably for the foreseeable future.
Mr. Stewart imdicated that this was the case and that Mr. Crichiton had

- encouraged the ¢.M.'s of Central America to aim for increased Market share
~at their meeting in January..

Mr. Hacking presented- the background, agsumptions, pollcy and overall
strategies. The pollcy is:

i. . Counter competition activity and meet changing consumer needs for
value—for-money offers whep it can be shown that failure to provide

i SRR
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such cffers would prabably be detrimental to the company's market
position and: profltablllty in the lengerx Lerm.

2.  all companies should have value-for-money offers fully prepared
in order to counter competltlon moves immediately.

3. Operating companies shauld resist (whenever possible on an indus
try basis) the contract manufacture of own label or generic ci-
garettes.

Souza Cruz has recently concluded a ten. year strategic distribution

study. They do not see multiple and key -account concentration and

buying power being a significant factor ln thlS period.  All delegates
agreed,

'Delegates -agreed that Phlllp Morris is most’ unllkely to launch very

cheap cigarettes if they are dominant already at the low price end of

.the marekt. BAT's overall share is some 75% in Latin America and we do

not wish to lower our margins unless market demand significantly slides

in the future or in response to competitive activity. There was discussion
as to whether preemption could be necessary in the light of =olid inform
ation gained about a competitive plan. Delegates were not convinced that

this was a wise move granted reaction could take place wery guickly.

'Delegates'agreed that if thexe is a reasonable change to hold pricing

policies.for mutual benefit through an Industry Agreement, this should
sti1l be sought despite P.M.'s move in Venezuela,

REVIEW OF SALES FORCE DEVELOPMENT

B review was made of the progress achieved and of the most significant
areas for all companies, in the development of their sales operation.

As each company spoke, it was clear that all involved have been working
toward the further training of their sales personnel in order to enhance
the productivity and improve professional standards. It was expressed
that one of the best ways of training is to have market visits in other
countries, as Venezuela and Costa Rica did,. by sending their people to

‘Brasil and Mexico to experience at first hand their system and how they

function in the sales operations.

Poliowing is a brief ocutline of the major areas in which each country

is working toward the improvement of their Szles Force.

‘1. The representative of Brasil informed that they have done a study -

A 10 Year Look at Distribution - and have concluded that they will
‘continue to concentrate in servicing on the Traditicnal Retail Trade.
Moreover, Brasil has made available their training material and are
willing to receive personnel from other countries.

2. Honduras is invelved in a pilot study to see if working om &

commission basis is feasible. Furthermore, they are Lnten$1fying

#Herranns
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the time spent on training and are using material from Venzuela.

Costa Rica has included their Promotional and Merchandising divi-
sion under Sales and have moved to a commission basis for the gales-
men, receiving approximately 70% of salary and 30% commissicon; the

results of this change have been that the salesmen spend more time

oh the field, and their motivation and commitment is stronger.
Also, the agreement with the competition to work on a Credit to
Cash basis is being eliminated, since the competition is stopping
this procedure due to their décrease in marekt share. Costa Rica
has decided. to give ermphasis to the Traditional Retail Trade.

Argentlna based on the outcome, from a study made recently on their

Pistribution System has decided to contlnue with Third party. ﬂIn

the training area, they have developed a program for personnel at

Call 1evels to improve professaonal skills.

‘Wicaragua, as in other countries, is also intensifying its training

activities. However, they are faced with a limiting factor, due
to the Foreign Exchange problem they are facing, which inhibits them

- from gending their personnel to benefit from course and market

visits abroad.

' The Canary Islands, after having spent the fime structuring their

sales organization, which includes a commission base system for

- salesmen, are currently concentratlng thelr efforts at improving

productivity.

Chile has structured their sales operations through the formaticon

of Independent Distribution companies (3 companies have already

been formed); and are systematically eliminating distribution through
Third Party.  Through this change, they have obtained financial
advantages and an improved preoductivity. To increase even further
productivity, they are experimenting with the use of portable com-
puters for their salesmen; they have agreed to pass on to other
countries any relevant information as to the progress and benefits
of this project. '

salvador is studying the possibility of merging their Promotions and

" Merchandising division under Sales. fTehy too are working at training

their personnel. : : . s

Panéma is working at improving their methods and system through
training in order to optimirge sales and productivity. :

Mexico's first cbjective is to increase productivity. They have
acquired a Training Manager who will focus his attention on the

development .of their staff in key areas; furthermore, a scheme for

sales  force motivation is being formed to stimulate personnel
through films and conferences. :

Guatemala continues with its training program and is str1v1ng to
decrease their turnover.

##-c»-co-
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13. Vehezuela's major - emphasls has been and will contlnue toc be on
training. In addition, they are structuring their sales organi-
zation with a view to cope with ¢hanges in the Retail Trade {as
increase importance in Multiple and Key. accounts occurs).

- Conclusions:

The importance of training and improvement of professional standards
is shared by all and should continue to be an area of high priority.
although communication has improved over the last year, the point was
made that Marketing Directors should give this area special. attention,

.and insure that strongex bonds and communication among Sales Managers

exist in order to promote the cross tartllzzatlon of experiences and

©  ideas.

MARLBORO IN MEXTCO

The delegates received the Marlboro Case before the meeting, which was
prepared by Mexico®s team, which was complemented during the conference
with a presentation of its advertising campaign by the Maqueda Gibert
advertising Agency and by a videotape provided by BWLT,

After this, the delegates were splitted in three work groups to discuss

" the case and get to conc1u51ons and recommendations, which are listed

as fDllows-

A m e e s -

1. Factors which more contributed to the development of Mariboro in
Mexico.

‘a) Prior brand awareness.

b} Consistency of approach.

¢} Economic Climate.

d) Youth.

2} Raleigh/international Potential.
£} Product Quality.

2. Marlboro in the next 10 years, if its prebent situation keeps
stable.

a) Market Leader: . Marlboro Family.

3. short term strategies to stop Marlbore.

" a) International Category Concentration,

* Revamp Kent and Viceroy.
* possibilities of new styles.
* Product.
* g0V,
##o.aen,
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o Medium/long term stratagies.

a) Multi Prcd. Attack;

ot Lﬁcky Strike Filter - Youth/Value.
* JPS. . _ '
* Low Delivery International.
* Kool, _ -
Strategies in front of price liberation.
a}.'CemyetitiDn. .

*'A second line international bxaﬁd.
- .* Chesterfield/L&M.

b) " La Moderna.

_' * Hold Pall Mall in reserve for value for money offer.
* Hold Raleigh price, ' :

Factors which more contributed to the development of Marlkoro in

Mexico.

a) opuality Product/package. _

b) Consistent advertising/strong image.

¢} 8pill over international/U.5. advertising.

d) Heavy investment.

e) ‘Lack of strong image competitor -~ young appeal.

Marlboro in the next 10 years, if its present situation keeps
stable.

‘a)- Absolute dominance of international segment: 90%+.
‘b) " sOM: 18 to 25%. '

- ghort Term strategies to stop Marlboro.

a) Build on strengths: Raleigh, Vicerovy and Kent.
b)  Introduce 10's packs of main brands.
¢} Research young smckers.

Medium/long term strategies.

a) Bracket Marlboro with distinct brand offerings.

Premium price: Pall Mall/JoPs§. o
Lhower price international: Newport/0ld Gold.
Youth appeal: ZXool.

Competitive full flavour: Lucky Sirike.

Low Tar offering: Barclay. '

- & = ¥ &
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“h) :hlternate packs of egisting brands:
'.Vicaroy 100's. |
.cJ Product moﬁifications.
* Kent: 1In line'with.imagé.

' viceroy Lights: Competitive with Marlboro Lights.:
* Lights versions: Raleigh.

Téd Parrack gave his group's conclusions and rccomcmendatlonu with the

- following speech:

The problem that a lot of companies have is foéusinq on brands rathér.

than smokers. . It. is very easy to talk about brands' positions and
brands' packing size and brand advertising, bul those are only relevant

~if they are meeting the needs of the specifically identified smoker

target body. 5o we think that the first question that next ge for that

matter, any market should ask itself, is what are the needs of their
smoker consumer. No, that is nol one consumer, that is many groups of

consumers. TFor example, in the United States, we did a study of swoker
needs and our smoke market broke-down into nine distinct smoker popula-
tions, each of which had its own attitudes and beliefs in 1ife styles,
and some excuse of age and sex that went with them; but they were secon
dary to the needs' steps. VWhat we found was that there was a strong
correlation between what attitudes people have and what brands they
chose to smcke. We all believe that. It iszn't fact true. Se the first
gquestion to ask it is need not to be a research project, it is what are
the needs of the various groups of smokers in your warket. Those are
not groups by age or by sex, but by attitudes, sccial habits and images.
And by images I juslk mean those ideas the consumers choge to associate

~ themselves with. A cigarette product is a badge people wear and it

expresses somethinq about that wearer to the people around them and it
says: here's't I am, here's't I want to he. Tony Sandefur calls that
"the me I want to be'. '

There is a lot of clues that tell you what images are effective in the
market, not just what cigarette brands so well, but brands in categories
that deal with similar needs. I would ask in any market that T came to
for the first time, what advertising sells clutching} what advertising
sells beer, what advertising sells cosmetics, what advertising sells:

cars, vhat records the people listen to, what movies do they see, what

television programs are the most popular. After an expert in the market,
which is really anybody who 1ives here and is in our business, answers

" those questions, you begin to get a picture of what motivates psople.

- The second question is that if you are going to get a profile of the

image needs of your swokers, divided-up as separately and descreet as

5 AR
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YOﬁ can, the next questich is of yoﬁr existing brands. Which hrands

- meet which needs and, since we are talking about established axisting

brands in the market place, they have districts, just like people have
districts, they've personalities. The issue then becomes what smokers
needs are met by the brands welve got now. That means a certain number
of positions in ynur market place are currently occupied by brands

that you already sell. The next question cbviously is what needs arc
not met by the brands I currently sell? I would next ask, are any of

- those needs possible to meet with my current brands, because those are

my properties, that's what I got in my bank, are slight, no major,
slight modifications in the‘presentation of my brands going to expand
the number of people they appeal to, because that says I can take an
existing brand, an existing property like Ralelgh or Viceroy or the .

- other. brands in the market place, and include more people in its

appeal . When I've looked at that issue, there would then be gaps in

. the market place where I don't have a brand. Those, in my judgement

and. cur judgément as a group, represent the new product pricrities of

' the company, whether they'd be local brands or international brands.

The final question is then, do brands that exist within the group,
whether they would be U.5., international brands, brands sold in other

_countries Lhey've been succegsful or British international brands, have

images that meet the needs of those smokers our current brands don't

‘reach., When you've exhausted that option, you've identified btrue new

product_needs, where a brand needs to be created. The feel a consumer
needs it is not wmet by your existing brands, by the international brarnds

offered by BAT or BWI or by other companies -of the group. Since none

of us is expert in the mexican markeL, but the people who work here is
really the pecple who live in the market and control it, that can best
answer . those questions. And that would bhe that list of questlons that
I would recomuend we consider as the way you examine the needs of any

‘market and to set-up priorities of established brands, their line exten

sions, the introduction of international brands and the development of
new. products. ' :

Marlboro would probably sit in three or four of those groups, as it does
in the United States. wWhat we've found to be the most useful strategy

is, rather than attempt to develop one brand that confronts Marlboro on
all three of thoge dimensions, is to look at a brand that could meet one

- of those three dimencions and focus on that, more narrow lead than

Marlbore does; let me give you an example: In the market where Marlboro
has already grown to a high share level, one of the needs that Marlhoro.
net when it began to grow was to be a brand that trend setters chose
ag a way to identify themselves as being different from the crowd.

* INTERNATIONAL BRANDS

1. Overview onBAT-Marketing'Policies and Strategies.
~~-a} Mr. Heath's Talk

Mr, Heath stressed to the delegates the needs for unity of
purpose amongst. the various elements of BAT's tobacco marketing

B,
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and for the needs of leadership and authority, backed by faith
and goodwill. 'He suggested that the Marketing Director had
four major challenges: first, a stratégic grasp of the market.
and company noeds combined with vision; secondly, to develop a
new skill of contingent planning, particularly with BAT's high
market share in Latin America and with competitive aggression:
thirdly, to achieve a hicher productivity from every dollar
‘gpent and lastly, to plan all his activities in a better, more
professional way. '

He suggésted that the environment meant that only the fittest

- would survive. -By fittest, he meant those Marketing teams
which know the consumer better than competition; which em-
ployed the meost skillfull imags management of Intermational
brands; which gained the hichest efficiency and product1VLty
in the manufacture of lower priced brands; and which engendered
innovation freom, and sklllfully managed, R&D expert1$e to
.produce producL concepls.

aftex the discussionS'on.international brands, Mr. Heath stated
that the operating companies' peirformance in the segment. was
unsatisfactory: Despite economic conditions suppressing de-

wmand for intermational brands in 1982, Philip Morris was much
"better placed in the segment to expleit the upsurge with Marlboro;
their placement of second-line price brands; BsH 100's; and
‘Galaxy/Merit. BAT's medium priced local brands could be vulner-
able and Mr. Heath stated that the days of multlple launches in

a, year had passed.

My Heath expressed concern at the tendency pf'many companies

to schedule too many new brand launches resulting in inadequate -
resources {advertising support, merchandising space, field-
force time} being given to ensure the success of the really
critical key brand launches. The most difficult decision facing
marketing directors is to determine which single option is their
top priority. e asked .all the L.A. Marketing Directors present
to re-consider his internaticnal brand priorities and to decide
which brands (one new, and cne existing where relevant) really
are higs top pricrities and to advise this priority to Miilbank
(writing to I.G. Hacking) together with a supporting rationale,
copying correspondence to E.T. Parrack (BWIT). and D.E. Beeccroft
(BATUKE) . '

Intexnational Brands Sales in Latin America.
Mr. Tan Hacking presented a sales analysis of Internaticnal Filter

Brands' performance in the regqion {see attached appendix No. 1}.
Total free world volume declined by 0.6% in 1982 compared with 1381,

" Philip Morris was the only big manufacturer to show overall volume
‘growth due to its U.S. domestic market growth of some 3%, Each

major manufacturer had volume decline ocutside the U.S. due primarily
to the steep market decline in Germany and in U.S. exports.

...,
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‘Total sales in Latin America in the period 1977/82 have outper=
- formed the overall free world rate of volume growth but 1981 were

poor years. International Filter Brands'. sales in Latin America

 ‘have steadily grown in the period but at a slightly lower rate

than in the free world in total. In 1982 BAT's volume was 7.2
billion compared with 4.8 billion in 1977. The purchase of Kent
and the growth of the Viceroy family in Chile, Mexico and panama
are the reasons. At 31% .of BAT's total U.S. International Filter
Brands' sales, Latin America is the single biggest region.

BAT's segment share. was only 20.6% in 1982 {1851% - 1977). The
segment rcprasented 35 billion in 1982. - In no subsegment of

f.length, strength of menthol is BAT's share over 50%. BAT held
only 17% of the Lpng/King Size subsegment and 14% of the full

flavour subsegment in 1982. BAT's overall, sales weighted,

'market.share in the region.is some 75%.

Marlbore is by far the leadlng brand holdlng 438 of total volume -
in 1982,  viceroy at 11% is number two despite not belnq marketed
in Axgentina and Brasil and having negligible sales in Colombia.

Xent sold the same volume in 1982 as in 1977 but its segment chare

lhas dlpped to 7%.

Becauge of the difficult trading conditions, Marketing.Department
in Millbank is forecasting an average annual growth rate of some
3.1% for U,S., Interpational Filter Brands in the pericd 1983-87

in the ‘free world. This compares with 3.6% average per annum in
1977-81 and a peor year in 1982 of minus 43%. At 3.1% the seg-

ment would still ocutperform the projected growth of local brands
by three times. :

Competition'st?ategies.

Each. one of the delegates presented the main strategies followgd'
by the competition, during last year, in his country.

In ordér.to give this information in a mnre'uniform and objective
form, it was asked to all delegates to fill a guestlonnaire.

In Appendix No. 2, all questionnaires given to all delegates are
attached. '

Batuke Internmational Brands.

D. Beecroft and Paul Viner, BATUKE's delegates, made a presentation
on plans and strategies for the John Players Special brand.

 fhis presentation included the trademark background as well as

sales history, where you can see that the brand got a volume of

. 11761.4, representing a growth of 107.% over 1981. The highest

contribution of its increase is in the U.XK. Domestic market.

I i PN
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Genefal BATUKE's strategy'for JPS is the following:

a) To reposition JPS to attack competitive international brands
in Latin Ame¢rica, Far East and Middle Fast.

b) To provide a longer term replacement for B&H SF in Virginia
Markets.

¢} To attack blended markets, primarilyiLatin america, with
American blends.

da) . To concentrate marketlng support behind Sdmm King size Box.

It is the deleqates oplnlon that the above strategy gives a good
opportunity for the area markets, since it is possible that JPS
is the international brand that ‘has the best possibilities to
confront Marlboro.

Additional to this strateqy, which allows developing JPS with an
Bmerican blend, D. Beecroft underlined that philosophy of BATUKE
in accepting certain flexibility in the product desagn, in order
to make adequate to the needs of each market.

The presentatlon included Brand Communicaticn 5trategy in -the
packaging design, adwvertising, sponsorshlp activity and promotlon/
merchdndlslnq aspects.

At short texm, the.activity in key area markets is the following:

*  DBRASIL and CHILE

84mm. box blended

June 1983

international Campaign
Pricing Alongside Marlborc

‘4 MEXICO

BOmm ‘box blended and 90mm. box {TT} blended
‘February 1984

.. International Campaign
Pricing alongside Marlboro (80) and B&H {90)

* COLOMBIA/PRARAGUAY
80mm, box blended
April 1984
‘International Campalqn o

Pricing Alongside Marlboro

The markets as Argentina, Venezuela and Center Amerlcan Countries

. are considered as cpportunlty markets.

Heoanoo.
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- The Lights version possibilities were seen as very positive by
" the group, considering that it widens the future perspectives of

the brand. The shown desidn pleaged everyone,

The BATUKE's delegates presented the packs for the Players and
Raffles brands launched by Philip Morris recently in the American
Market, with the clear intention to blogk the JPS strategy, since
their designs are very similar to those of JPS. It was agreed

that the delegates take an 1mmed1ate action in order to ensure that
the brand and des;gn rqglster is up-dated in all countries.

'BWIT new Organlzatlon and Orlentatlon

" T. Sandafur Presénted the new thinking and philosophy with which
" BWIT works currently. This includes its mission; opérative obje¢

tives, product strategies, market and brands, as-well as its new
organizatlon strategy. : :

In the hrand-strategy aspeét, he indicated that BWIT brands have
been divided in two groups; Strategic Brands and Tactic Brands. -

The strateyic brands are those established_and maintainéd by BWIT
in all countries wider a similar positioning, product design,
packing design, warketing strateqgies and copy platform,

BWIT is responsible to assure that these kbrands strategies are
well defined and faithfully ejecuted in all countries. The
Individual Associate Companies should be responsible for recommend-
ing executional modifications deemed negessary to optlmlze the
agreed strategy in their markets.

Currently, the following are considered strategic brands: Lucky
Strike, Kent (all family), Barclay and Kool.

Tactic Brands are those in which BWIT keéeps a more flexible
policy, in a way that the brands strategies can be adopted to the
specific needs of each market.

Presently'ﬁre classified as tactic brands: Viceroy, Pall Mall,
Raleigh, Beldir, MNewport, and the rest of the available
brands which had not been underlined as strategic.

Finally, T. Sandefur showed the new BWIT organization charts, making
special emphasis in the Qperative Cormittee functions, as well as

to T. Whitehair's function as Area V.P. for Latin America/Far East
and who will be the person with whom all Associate Companies with
commmicate in BWIT. Mr. Whitebair, depending on the discussed

_subject, will turn 1t to the appropriate person within BWIT orga-
nization.

The delegates opinion is that these changes are very favorable
and will gurely benef;t all the Group.

oo,
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U.8. International Brands Strategies & Plans.

T. Parrack presented, in'brief'form, the general pqiicies and
strategies for the main BWIT international brands:

A

Vicerox

Brand Positioning:

?iceroy will be positicned ag the best tasting, most satis-
fying U.S. International brand family for adult smokers who
percelve themselves ‘as socially adept, affluent and disce¥rning.

Strategy:

1.

_Dufing 1983, one worldwide communications p&ckage for the

Viceroy family will be developed-and implemented.

VICBROY 8 user image will he speCLflcally portrayed in
asplratlonal terms consistent with the wmaturity of the
franchise and its leadership position in many markets,
exploiting the brand's image of being a well-establlshed
popular U, S. 1nternationu1 brand. :

VICEROY's prime prospect'will be a male, 25+ years of age,
urgan, middle and upper middle class full-flaver smcker.

He will be more intellectual in his approach to life than
vhysical, soc1ally outgoing and his desire for swoking
satisfaction will take precedence over any personal concexn.
VICEROY Ligths will satisfy prime prospects' need for a
nilder cigarette.

Retail price parity by brand:style'will be maintained versus
the leading U.S. International brands, except in those mar-
kets where VICEROY is BWI's price brand. -

' VICEROY Parent and Lights will be targeted against competitive

.5. International full-flavor and ]zghts brands, primarily

'Marlboro and Marlboro nghts.

Product Strategy;

1.

2.

Provide an american blend product in both parent and light
.versions superior to competition.

Set strength of taste and TN levels as appropriate to local
market conditions, but maintaining a full-flavor, average. '
strength stance with T&N levels in line with competition,
especially Marlboro {and, for the milder version, Marlboro
nghts) :

Use standard 01garette length and clrcumference in llne with
pagk style and major competition,

5 PO
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Packaging Strategy:

Maintain current VICEROY designg worldwide in the near term
to minimize Franchisze erosion. '

Changes in label graphics to provide worldwide consistency
in package design wiil be made only after new family imagery
is produced and in place and such changes are demonstrated
to be superior to current.

Use cork tipping for VICEROY .parent and rich lights charcoal

~filter. Cork tipping will be tested for VICEROY lights and,
. if acceptable, will replace white tipping where applicable.

Advertising Strateqgy:

Develop and field creative to convince prime prospects that

. VICEROY is the best tasting;_most satifying U.&. International

by

" brand family for adult smokers who perceive thémselves as
_Bocially adept, affluent and discerning.

Lucky Strike
Brand Positioning:

Ludky Strike is the best'tasting, most satifying U.8. Inter-
national cigarette delivering the ultimate in smbking satis-
faction for physically and mentally dominant males.

Strategy:

1. Lucky Strike will be positioned in the maingtream of the
U.8. Internalional full-flavor seqment competing directly .
against Marlboro, Camel and Winston.

2. A central:imaqe campaign will be available for lead markets -
use in third quarter of 1983,

3. Retail pricing will be at parity with the leading U.S. In-
ternational leader in each market while achieving a defined
variable profit. margin per thousand by market.

Product Strategy:

1, Provide an American klend product superior to competition.

2. Bet strength.of taste and TEN levels as a?propriate te local
market conditions, but maintaining a full-flavor, average

strength stance with TSN levels in line with competition,
especially Marlboro.

W
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Packaging Strategy:

1. standardize large "Round 'O'" package for all styles which

communicates the brand's heritage, unigueness, masculinity
and individualif

2. Employ package copy approprlate to local legal and technlcal
requirements.

3, Adopt LSMPT clauging for all Lucky Strike Packaging.
Advertising Strategy:

Convince young adult male emokers that Lucky Strike iz the -
hest tasting, most satisfying American full-flavor cigarette
for physically and mentally dominant males. This position

"will be supported by Lucky Strike's product smoking guality
- and lmage prasentation.

Kent

Brand Positioning:

The Kent family will be positioned as the. definitive range of"
ild, satisfying cigarettes for concerned men and women who
perceive themselves ids intelligent, independent and successful.

This represents a family approach versus the separate brand
style positionings currcntly in place.

Strategy:

1. The XKent family of products will comprise BAT's priority
© entries in the emerging mlld/low ‘tar' U.8. Inkernational
seqments.

2, A néw brand positioning will be implemented in lead mar-
"kets in the 3rd. Quarter 1983 for regicnal expansion in
“the 4th. Quarter 1983. The current separate brand posi-

. tioning will be maintained wntil that time.

3. The consclidated family positioning will include new
"~ advertising, line extension packeging refinements and

product refinements.

4. Local and International media advertising will continue
o support the brands.

5, Major competition is mild, lights U.S. international brands
and, in the future, ultra low 'tar' brands depending on the
segment development of each international market.

| L S
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Prdduct.strategy:

1. The Kent family of products will be positicned in Pen
definition and smoking character as the definitive range
of mild, satisfying cigareties and reflect the brand's
mild/low tar posltloning in local markets relative to
competition.

The product objectives for the Kent Iyne are to achieve
consistent smoking character across all styles at tar
levels appropriate to each style's competitive segment
and to achieve prcference versus competltlon anong
franchise and prlmo prospect smokers..-

Packaging Strategy:

Consistent with the development of a family positioning,

"Kent line extensions (lights and ultra lights) are being
- developed with the objective of marketing a Kent family of
"brand styles with extensions related to the parent in terms

of "family look” but connotative of progr3551vely lower
dellvery levels. -

Advertising Strategy:

Kent's creative stﬁategy is to develop-new copyzto convince
prime prospects that Kent is the mild, satisfying brand range
for intelligent, independent, successful aduits. This

" position will be supported by Kent's equity of beinyg the

world's leading mild U. S, international brand family.

"Barclay

Prand Positioning:

Barcléy will be positicned as the only cigarette that delivers
the summary pleasures of. smoking at ultra low 'tar’ levels.

Strategy:

1. Barclay will be launched in high potential markets

("Priority Markets") where the brand can achieve a
segment leading volume position.

2. Priority markets will be defined as those wherein manu-
facturing source must have capability to produce Barclay's -
essential smoking characteristics and use the Actron tech-
nology; have a 'lights/ultra segment representing five
percent or more of total volume; and where significant in-
vestment funds are available to introduce the brand and
-sustain it in the post introductory period.

##..;....
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3. All aspects of product, packaging and advertising will
conform, as closely as is legally possxble, to the
original U.S. ver81on.

4, Legal_protection'for the trademark, filter concept, and
advertising copy is now and will continue to be sought
in as many as markete as practical. ' -

5. Mayor competition is mild, lights, U.S. international
brands and, in the future, ultra low tar brands depen-
‘ding on the segment development of each international
market. B

Product Strategy:
1. Barclay will use the Actron filter worldwide.
2. With the excéption of the U.K, market, the first appli-.

cation of the Actron technology in any maxket will he
teh commerclal launch of Barclay

© 3, Blends will be developed taht, in combination with the

Actron technologv, deliver Barclay s hlgh taste character
istics worldwide.

4. 'Tar' deliveries will be managed against local consumer
needs_in a range of 1-3 mg. worldwide.

Packaging Strategy:.
1. Barclay will employ (1.8, domestic packaging graphics on

all styles, worldwide, without exceptlon, subject only
to 1oca1 legal requirements.

2. Cork tipping to be used worldwide.

Advertising Straﬁegy:

Barclay man imagery will be used, from launch, in all

'markets where permitted. _Creative'will'conviﬁce prime’
. prospects that only Barclay cffers the combination of

rational satisfaction from its ultra low 'tar' compunent,
sensory satisfaction through its high-taste component,
and ege satisfaction through its attractive/vivid imagery.

‘pall Mall-

Brand Positioning:

Pall mMall will be positioned as the choice of upscale.
smokers who demand a premium gquality, distinctive brand,

- offering the highest prestlge of all maxnstream v.s. In-

ternational full-flavor ‘cigarettes.

Fheoaeann
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Strategy: ' ' N

~ 1. Due to higher brand priorities, BWI will work with and

coordinate Operating Company activities for the develop
nent and management of the Pall Mall positioning.

- 2. Achieve a premium price Tox ail Pall Mall stvles

- xelative to competitive U.8. international brands
where market conditions allow.

3. Target Pall Mall against competitive U.S. internaticnal
full-flavor brands.

- Expendilure Strateqgy:

£

No major'IBS eﬁpenditures are budgeted for 1983 other than

BWI's role in cocrdinating Associate Company activities.
Advertising Strategy:

For the short term, BWI will work with and coordinate
Associate Company development and execution of a new
advertising campaign in support of the brand family
positioning. Long term, BWL will agsume. central

-respongibility for the development and management of

Pall Mall's image as the most prestigious. premlum
quality U.S. international brand.

Product Slrategy:

1. Provide an Anerican blend product superior to competition.

2. @et sterngth of taste and T&aN levels as appropriate to
local market conditions, but maintaining a full~flavor,
average strength stance with TEN levels in line with -
competition, especially Marlboro (and for Plains
superior to Camel Plains).

Packaging Strategy:

1. In the 1eng term,. utilize the new Group Standard design
for TPall Mall filters worlawide.

"2, Retain the current design for Plains.
. 3. Use cork tipping.

"Keol .

Brand Poszitioning:

The Kool Brand family will be positioned as.the brand

" {at any 'tar' lewvel) for voung adult-trend setters who

desire the refreshing taste sensation unigue to Kool'

o ......
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Strategy:

1. The Kool Family will be positioned primarily in image,
not product, terms. The brand's international develop
ment depends on association of Kool with the leading
edge of trends among hedonistic young adult smokers.
This will be accomplished through the brand's associa-
tion with music in traditional and non-traditional

. forms of communication to the prime prospect.

ir

S 2 The objective of the marketing strategy is to make

Kool the leading U.8. international menthol family

in all established menthol markets and to position
Kool to create and lead the menthol gsegment in markets
vhere it is not yet a major factor.

3. Line extensions of Kool Parent, specifically Kool
“lights and Kool ultra, will be introduced as required
‘by market conditions. Keoel milds w-11 be restricted
to U.S. Military and U.8. caution notice markets.

4. Kool's primé proépect will be male (npt to the
exclusion of Temales), 21-30 years old, urban, hedonistic,
socially active and aware of and wanting to participate

in new trands,

5. Retall princing will be at parlty with the Jleading
U.8. 1nterndtlonal.

Product Strategyi

¥ield products worldwide which match Keol's unigue U.S.
taste characteristics, C

Packaglng Strategy:.

Field package d651gns that are 1dentlca1 to U 5. Domestic
Kool. .

‘Contract manufacture and genexal expork Kool Super Lights

will undergo a pack and name change to become Kool Lights. ¢
Kool Super Lights will continue to be marketed in Japan

- because of the special circumstances of that market;
" until ‘such time as the Super Lights pack and the name can

be changed to Kool nghts.

Tw

Advertising Strategy:
Utilize the "Music" property to pbnvince prime prospects

that Kool is.the only brand for young adult trend-setters
who desire the refreshing taste sensation unigue to Kool.
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As part of his presentation, Ted Parrack gave a wide explanaltion
of BWIT Line Management description, attached as Appendix We. 3,
and in which the main gualification factors of the international
brands are presented in an objective way, in relation to its
Product Image, User Image and Focus of Sales.

B. Telling continued with the international brands presentation,
establishing the opportunity available to develop in an inter-
national level the menthol cigarettes category, and how the

- Kool brand offers a’ great potential to achieve it.

© Additionaly, the. Kool cémpaigﬁ rationale was pfeseﬁﬁed, after

which M.'Wurmserpmesentedthe adaptation made to this campaign

" for Panama's market. This campaign satlsfled the deleqates,

who judged it as excellent.

The deleqates will con51der, in their future brand strategles,

the pOSElbllltlES that Kool can offer in their markets.

- As part of the theme of Iﬁternational Brands, Ted Parrack

presented the Viceroy campaign, International Man, prepared
by. BWIT, Eventhough the campaign was conceptually considered

"as appropriate by the'interested delegates, the performances
" were rejected since the James Bond Style used in the past was

consldered as 1nappr0pr1ate since it was incredible and not
real. Moreover, it was an advertising reprise of 12 years
ago. - ’

It was agreed that BWIT preparés'new performances and that,
in a parallel way, Mexico and Panama who.are the main users
develop an alternate campaign with the Mexican Advertising
Agency O&M. T. Parrack will send to Mexico, as soon as
possible, the brief used by the Gray Advertising Agency, so
it can be taken as basis for the brief- given to G&M. All
this activity will be coordinated with B. Telling.

Pinally, B. Telling presented a promotional video-tape of
the Olympics wich will celebrate in U.S.A. in 1986, and
which is being negotiated. -The delegates rejected the
possibility of sponsoring it, considering that it has no
interest for their countries and the production has no
attractiveness.

CLOSING THE CONFERENCE AND CRITIQUE.

It was the delegates' opinion-that the conference met its
‘objectives, so it can be considered as a success.

The participation of 23 delegates, representing 14 countries,
permitted that the experiences contributions were greater.

##-.-o'-o
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. Mr. Heath's attendance was considered as very productive and

relevant, judging that it will be very convenient if he could
attend future conferences.

It was agreed to ask Venezuela if it could be the Host Country
for the MMC 84, which will be celebrated in March. At the
moment of writing these minutes, 0. Diaz confirmed officially
the acceptance of Mr., P.J. Rombaut so Bigott hosts the next
MMC 84, in March.

*

The delegates agreed that the next conference s structure

“should be:
First Day:  Millbank Input.
Second Day:  Area matters.
Third Day: Internaticnal Brand Strategies.

Findlly, comments were made in relation that Millbank is respon '
~ sible For coordinating these meetings, with the colaboratlon of

the Host Country.
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INTERNATIONAL FILTER BRANDS
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. APPENDIX NO. 1 -
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 EREE WORLD
1w

THE BIG THREE'S PERFORMANCE

- £ CHANGE

V.o 1el
FREE WORLD ~ (0-6)
BTGRP Q7))
PHILIP MORRIS -~ 0.7

R.J-R. 0.

TOTAL MARKET DECLINED FOR FIRST TINE

S SALES
- REST OF WORLD (2

T CHANGE

AL
US MARKET (0-3)
US SALES (5.3)
REST OF WORLD  (2.3)
IS SALES 3.0
REST OF WORLD (1.2)
Ry
0.3)
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Rrmocrend Wi cn - -

daimin v hicacred

R 5.3
FREEWORLD © UK. o IN3 447

FREE WORLD

INTERUATIONAL FILTER BRANDS

ST 213 100

LATIN AMERICA UK. 0.7 2.6
TOTAL 27.4- 100.0

~ U.S. BRANDS GREW BY 387 IN FREE WORLD  82/77

- BY 317°IN LATIN AMERICA 82/77

- (BILLIONS)
w3
222.8  58.2

160-3 418

3830 100.0

o ¥
. ’
L=l o

[Sw)
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LATIN, AMERICA

U.S. INTERNATIONAL FILTER BRANDS

 EREEWORLD - LATIN

TOTAL

BAT 76
P. MORRIS 8412
RedoRe 2.1
OTHERS 17.1

CTOTAL 161.0

AERICA

8
12.4
-1

b

L=R IR TN I _

—

26.7

(BILLIONS)

FREE WORLD - LATIN

T0TAL

23.2
1455
52.8
1.3

2228

 BAT BOUGHT LORILLARD INTERNATIONAL MID 1977
PN BOUGHT L & M INTERNATIONAL NID 107

AMERICA

o
W
00 MO

3.1
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LATIN AMERICA

U.S. INTERNATIONAL FILTER BRANDS
REGIONAL TMPORTANCE TO BIG THREE

CLART Lk MY
| COFTOAL (F TOTAL
CBAT. 7.3 BN
P. MORRIS 14.7 TR
Red.R. 7.4 5.7
*BAT’S 1982 SPREAD WAS:~ |
" EUROPE 25.7%
ASIA N
MID. EAST/AFRICA 16,57

N. AMERICA/CABIBBEAN — 6.7%
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LATIN

AERICA

U-S-_INTERNATIONAL FILTER SEGMENTS

MENTHOL 0.

| 7
ONON-ENTHOL 2.0

26.7

 EXTRA LENGTH DECLINE IN ARGENTINA -
© BAT HAS INCREASED SHARE. OVERALL

W
2 SHARE

BILLIONS)
BT
1% L SHME
0.7 17.1
LA 5.3
B 2046
27,2 1.2
7.9 2.6
1 W0
0.7 30
4 2.4
B 2046
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IN AMERICA

MAJGR PVIRKETS FOR V5. INTERNATIONAL BRANDS

o (BILLIONS)
o | | 1977 . 1982 - AVE. % CHANGE
MARKET . VOLUE VOLUME ~ PER_ANNUM
ARGENTINA 7.5 8.3 + 2.0

MEXICO 2.4 7.9 +26.9
COLOMBIA 7 5.2 - 4 2.0

. ECUADOR 3.0 2.7 (2.1)

- CHILE 0.4 2.4 Hj3.2

BRAZIL 1.3 1.1 - (3.4)

- BOLIVIA 05 0.7 +7.0

~ PERD 0.9 0.7 - (5.2)

- PANAMA - 0-4 0.7 + 8.2
PARAGLAY 0.9 0.7 (5.2)
OTHERS - 7 4.7 -

35.1 - 458

TOTAL %7
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|  LATIN AMERICA
~ MAJOR MARKETS FOR U.S. INTERNATIONAL BRANDS
o m

C OSWRE  BAT'S  ZSHRE  BAT'S
© OF MRKFT SEGMENT 7 OF MARKET  SEGHENT 7

- FREENTINA

. 2.3 14.0 25.4 7.1
- MEXICO 51 . 29.8 14.9 29:9
COLOMBIA - 16.0 %5 5 0 113
ECUADOR 752 - - 75.0 -
CHILE B4 a2 26 %0:1
BRAZIL. 1.1 62-4 0.8 12.3
BOLIVIA 5.2 - b4.{0 -
PERU 6.3 0.8, 18,5 |
PANANA .1 58.7 66:3 - 67+5
PARAGUAY 50.2 28.2 13.3 58.9-
OTHERS 10.0 3.5 8.7 11-6
TOTAL 9.0 18.1 16.9 2.6
464002558




PANAMA
VENEZUELA

~ EL SALVADCR
© COSTA RICA.
- GUATEMALA

- HONDURAS
NICARAGUA

B5%

- 313
93

77

71
13

1298

LATIN AVERICA
8.5 INTERNATIONAL FILTERS 1982

CVOLWE  ANMUAL AVE- % BAT T TREND OF
' CSHARE OF  BAT SHARE

. GROWTH 77-82

+ 8.2

~19.8
8.5

- 7.0
+ 3.1
~10.1

N/A

- 3.2

SEG. 82

4.2
- 285

. (MLLIONS)

67.5

r +

19.4

33.8

+ 5 4 1

535  (53.4 1n 1977)
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LATIN AFERICA

- THE MAJGR U-S. TNTERNATIONAL BRAKDS

977

CVOLWE . %OF VOLUME

* MARLBORO 8.9 - 33 15.2
VICEROY 17 6 3.7
CHESTERFIELD - - 3.0
Lgl 3.5 13 2.6

ENT 2.6 10 2.5
LARK 17 6 2.4
2.4 9 1.8

© PARLIAMENT 2.3 9 1.1
"~ QTHERS 3.6 14 2.8
AL %7 100 .1

~ MARLBORO HAS STRENGTHENED ITS POSITION =
~VICEROY IS NO. 2 AND IS NOT MARKETED IN ARGENTINA OR BRAZIL
'KENT HAS KEPT IS VOLUME DESPITE. PROBLEFS LN ARGENTINA AND COLOYBIA

(BILLIONS )
11982 {
20F  VOLUE
TOTAL ' TREND
b3 *
11 +

9 t

7 -

7 =

7 +

5 -

3 -

8 v
100
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INTERNAT IONARAL BRANDS

‘ -COMPETITION STRATEGIES

QUESTIONAIRES RECEIVED FROM THE DELEGATES

———

ADPENDIX NO. 2
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 INTERNATIONAL BRANDS

'Competltlon Strategies o COUNTRY  Argentina
19 8 2
% -SH . . . ‘% ~var;,
TOTAL INTERNATIONAL BRANDS ~ 26.0 -2
_OWN INTERNATIONAL BRANDS _ 138 R L.
COMPETITION INT. BRANDS 862 L
MAIN INTERNATIONAL BRANDS (3)
Chestorfield S . 9.0, .. . 97.0
L&M ' 5.3 , © - 20.5
-Mﬂrlboro ) 4.2 _ o= 43,3
TOTAL MARKET - (Million: 01garette5 _ 2,705.3 - . ~-. 8.8

monthly average)

NEW INTBRNaTIONAL BRANDS LAUNCHED IN 1982 (own_afcampetition)

BRAND STRATEGIES

— . ——— o ———

- ——

~ Chesterfield 10's

Line Fxtens1on of K.8. Launched April, 1082,

West.20‘s

ThlS brand is nct normally con51dered an 1ntcrnat10nal

West 10's

brand however since it 13 con51dered as such by

' Argentlne consumers we have included it. Tt was launched

'_1n chember, 1982 at the populgr pr1ce category (Tockey

. Club) although due to delays in prlce increases it Has

'_ in effect been poqltloned in the category below. The

German trucker campalgn has been_used.
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INTERNATIONAL BRANDS

Compéfition Stfategies . COUNTRY COSTA RICA
1 9°8 2
% SH | 3 Var.
TOTAL INTERNATIONAL BRANDS 295 33.32
OWN INTERNATIONAL BRANDS 1o 34.62
COMPETITION INT. BRANDS - 1,95 32.65
MAIN INTERNATIONAL BRANDS (3)
VICEROY (4) . 0.88 2909
L& M - S 0.36 - 12.94
MARLBORD - | | 1.59 - 5114

TOTAL MARKET (Million cigarettes. : - |
monthly average) o 181.10 . - 1.4)

_ NEW INTERNATIONAL BRANDS LAUNCHED IN 1382 (Own & Competition)

' BRAND  STRATEGIES

NOTE: The growth shown ih the table is due principally to

conkraban intc Panam3. This movement sparked up

during the 81/82 period as the Colén-devaluation

resulted in a 50% difference on consuter price

bhetwaen Panani -and Costa Rica.

' Both Viceroy and Marlboro have benefited from the

situation.
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INTZRNATIONAL BRANDS

Competition Strategies

e ———— B ik ey —— — —

COUNTRY  EL SALVADOR

1 9 8§ 2
$ SH - 3 Var.
‘TOTAL INTERNATIONAL BRANDS 4.2 | _+50.0
‘OWN INTERNATIONAL BRANDS . 0.8~ __+14.0
COMPETITION INT. BRANDS 4 + 62.0
MAIN INTERNATIONAL BRANDS' (3)

Vlceroy K.8, " 0.5 - B
Mariboro KS/LSf 2.1 ' + 5.0
_LsM L . 1.1 +100.0
TOTAL MARKET (Million cigarettes : : : |

- monthly average) - 194.9 .+ 0.2

‘NEW INTERNATIONAL BRANDS LAUNCHED IN 1982 (Own 8 Competltlon)

‘BRAND . STRATEGIES

———— N

“peMT T Latwiched 1A Jaruary 1982 THis brand is priced below

Marlboro and Viceroy, being the cheapest international

brénd in. the market, projected as a mild{_international'

gigarette.
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IRTERRATICRAL BRANDS

Competition Strategies COURI BY Gggj;fALA L :
1.8 8 2
_bsH s Ver.
TOTAL IKTLRHATICHAL ERANDS YL ot
CWN INTLRRATIGRAL BRANDS 1,13 - 8,8
COMPETTTION INT. BRANDS 2.1 13,4
© MAIN INTERNATTONAL ERANDS (ﬁ)' o —
KARLRORO LS . 1 87 « 16,1
| Viceroy KS S =Y 8.2
Viceroy BS ~ 037 =159
TOTAL MARKET (4311ion cigarettes’ :
_ monthly dvcrhge} ' _ 1831_ Tt _l_?__ B
NEW INTERNATIONAL BRANDS LAUNCHED IN 1282 (Own & Competition)
BREND  STRATEGIES |
Viceroy - (1o FULFILL A S17E GAP IN THE INTERNATIONAL CATEGORY
SUPER ) pRE-EMPTING A PIY S LAUNCH AND AT '
LONGS I THE SAME TIME ARREST THE. RELATIVE SUCCESS OF - )
100°S  [COMPETITIVE RELAUNCHED DipLoraT 100s,
464062587




INTERNATIONAL BRANDS

" Competition Strategies

o Ll Yt R ok et e e Ak ia

TOTAL INTERNATIONAL BRANDS
OWN INTPRNATIONAL BRANDS

" COMPETITION INT. BRANDS

MAIN INTERNATIONAL BRANDS' (3)
VICEROY K. S. L
VICERGY LIGHTS -

TOTAL MARKET (Million 01gareites
monthly average)

NEW INTERNATIONAL BRANDS LAUNCHED

BRAND STRATEGLES

— am ——— . —————— — T —

HONDURAS

" CQUNTRY

109 8 2

o (1982/1981)
LI - 27.9

;;;”;21*; __liﬁbgeﬂ_
o 592- - 77.2
R ) . 9.7
23 30,1
178.6 - . 181.8

IN 1982 (Own & Competition)

fébauuzsgg




" Competition Strategies

INTERNATIONAL BRANDS

COUNTRY SPAIN (CANARY ISLAND MARKET)

1982

% SH o % Var.

TOTAL INTERNATTONAL BRANDS " 44.26 + 2.2

OAN INTERNATTONAL BRANDS - 6.03 . + 0.6

© COMPETITION INT. BRANDS 38.23 | 404
| MATN INTERWATTONAT, BRANDS. (3)

- WINSTON LSFT - H.L.. : - 18.8 + 0.3

- MARLBORO LSFT H.L. ' 3.8 : + 1.2

~ BENSON & HEDGES KSFT H.L. 2.6 o + 0.2

TOTAL MARKET (Milli i U :
_ ; { ion cigarettes 311.4 Log

- monthly average)

- NIJY INTERNATIONAL BRANDS LAUNCHED IN 1982 (Own & Conpetition)

sl — [CI—

E@Q' © o STRATHGIES
WINSTON S.C. Brand imports changed Lo local manufacture to
WINSTON H.L. - mai‘nta.i"l.'i 'lpri-(:e in v1ew -c')'f.’- Peseta devaluation
CAMEL S.C..- .. 07 Tl w n o
'MARTEORO H.T, " K " "
LA H.L. | "o " v "
lH.B. - 5.C. | . o | . " LI "
BENSON & HEDGES H.L. oo " "
l- JUBILEE : Néw 'brancli. .Prlce advaﬁtage-

464002-5-89
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.fiNﬁhRﬁATIONAL'BRANDs

: Compet1tlon Strategies : . "COQUNTRY - MEXICO

1% '8 2
% sH % Var.
TOTAL INTERNATIONAL BRANDS 155 +12.2°
" OWNINTERNATIONAL BRANDS - 50 . = 2.6
COMPETITION INT. BRANDS o103  __+.20.9
MAIN INTERNATIONAL BRANDS (3) I o
.MARLBORO LF - . I e + 32.3
MARLBORO KF - ' - K C 2.1 L + 8.2
“VICEROY KF - o . : 1.7 . 5.5
.TOTAL MARKET (Mllllon 01garettes S o
8 monthly average) . 4415 _ oL 0.2

NEW INTERNATIONAL BRANDS LAUNCHED TN 4882 (Own & Competition)

BRAND © STRATEGLES
RALEIGH LIGHTS  Make the Lights segment leader brand ﬁarticipate,'loékinq'to improve
EF/KF (CLM) the image of the Raleigh brand blocking, at the same time, fthe

competition's activity specially in Marlbore and Marlboro Lidghts.

MAPLETON KG -'{Test Markpt) Evaluate potentlallty of a_new segment offerlnq a

{CLM) . prlelC Laste.

. VICEROY LIGHTS LF Complement the Viceroy Line in the Lights seqment, trying to _
A{CIM) - ' malntaln the 1eader1ng level in said seqgEgg;;uxiigggnLgxagL_Ihﬂ__ﬂ

. * Thé Raleigh and Mapleton RF versions afp ﬁpt considered.as

I6T002590

International brands,..
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[ i - > . K = . Boaguld ™ = I5 3 [ o

INTERNATIONAL“BRANDS'

Competition Strategies .~ -~ COUNTRy _Venezuela
1982 1981 -
3 'SH % SH % Var.lin volume)
~ TOTAL INTERNATIONAL BRANDS | 1.7 1.6 g
© OWN INTERNATIONAL BRANDS . -0 0.9 . -23.5
COMPETITION INT. BRANDS = . . 1.0 0.6 +42.7
© MAIN INTERNATIONAL BRANDS (3) -
Viceroy ramily | . - 0.6 0.8 =250 __
Marlboro - ® ) _ : 0,6 0.6 134
‘Winston , | ' 0.4 . .
'TOTAL MARKET (Million ciganettes | o
monthly average) - _ 26.9 - 25.7 - k7

NEW INTERNATIONAL BRANDS LAUNCHED IN 1382 (Own E: Competltlon)

BRAND STRATEGIBS

o ——— e W -

Winston - Ob]eetlve : To attagk Belmont with a high guality, well

(Launch date known 1nLernat10nal brand, prlced below existing LHLEIndLlOHal
Jan 1982) ~  brands. : _
Strategy: jﬂxﬂug;; Dual charcoal filter (Venezuelan
- Taste,)Red 70mm SC pack. - -
' 9hbdxﬁzﬁlﬁing;'"8uave, rico sabor ' EEPEEEE;

_Rico campaign) - smooth and rlch_flaVOur.

Styllsh and modern.,
gzigg Belmont : 4,00
Winston 1 4,25
Internationgl Brands: 4,50
- DlStrlbuthn and media support : Full national -

coverage.

64002591
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