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Attached please find the above for your perusal. As this copy (dated 13 August 1992)
precedes the report dated 3 August 1992; and to pre-empt any confusion, please shred
the earlier copy accordingly.

Regards,
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@ 5aT.’ B.A.T. CHINA LIMITED

10 August 1992

Mr P. N. Adams
BATCo
Millbank, Staines
UXx.

Dear Paul,
Attached please find the above for your perusal.

AS you are aware, we are conducting this quantitative CMM three times a year. However, in
order to obtain an in-depth understanding of the consumer behaviour, mind set of smokers,
and to identify and better understand smokers' language and vocabulary in China, we plan to
conduct a smokers' usage and attitude qualitative study (1 understand it has never been done
before) at the end of Augus in three cities, namely Beijing, Shanghai and Guangzhou.

Based on the recent findings, a number of issues would need to be addressed :
I) SESSS

The key issue obviously is the brand’s image of SE555. Hopefully the new "Planet"
approach would help to uplift the image, and would further enhance with the new
campaign which is under development. '

The improvement on the brand's image of Marlboro did not surprise us considered the
amount of money PMI is putting behind the brand with a consistent campaign. Apart
from not having a suitable campaign for SE555, we are also concerned about not
providing enough communication support behind the brand.

Total
v Communication 1991 1992
B HKSmn HKSmn
SES55 28 75
Marlboro 140 Est. same as

1991 or higher
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SES55 sales volume is about 25-30% higher than Marlboro, but the level of support is
very much lower. The brand has been selling based on its strength of heritage, which
makes it very vulnerable. We could push as many cigarettes as possible, but to
maintain a consistent growth in the long term would require a more strategic approach.
We feel that we may be milking the cow, and not feeding it enough to maintain its
premium positioning. We plan to address this issue in the 1993 Company Plan.

I) Box Vs Soft Cup

Another interesting finding is soft cup Vs box style. There is no doubt a demand on
box in the market. However, we feel that at present it is a function of supply rather
than consumer demand. This is further supported by the recent field sales report in
Guangzhou that Kent soft cup is commanding a ;frice premium to box in the wholesale
and retail markets, If this continued, this phenomenon would eventually happen in
other major cities as the availability of soft cup reduces. -'With the increase in the

volume of box style, the price premium diminishes. This is one area we wonld have to
monitor closely.

1ID)  Lucky Strike

Due to its low price positioning, the brand is definitely suffering. We will explore the

feasibility of implementing the strategy, i.e. drastic price increase as discussed with
you, in 1993,

Other Matters :

1. XMCNTC (SRBT)
They have accepted our new pricing proposal effective January 1, 1993.
2. China Duty Free
They are still rejecting our new pricing proposal, but we plan to stick to it. The only

concern is PMI may give in to CNDF pressure and continue to supply Marlboro at old
price. However, we will continue to monitor the situation.

Best Regards,

Ooi Hoe Seong
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