







LCMB7001 MARKETING MANAGEMENT (BRITISH AMERICAN TOBACCO)

ASSESSMENT-2

Executive summary
The recommendations for improving the marketing strategy of British American Tobacco (BAT) have been proposed by conducting an analysis of external and internal driving factors of marketing. The external factors driving marketing are competitive, political, social, and legal factors. On the other hand, internal innovation and sustainability initiatives are drivers of marketing. In BAT's case, it is observed that legislative force in the tobacco industry poses an immense barrier to marketing the products of the company. To avoid the legislative barriers, it has been recommended that BAT use content marketing and direct marketing to improve brand awareness.
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[bookmark: _ys622kn1zfjp][bookmark: _Toc112403104]Introduction
The external and internal environment of a business enterprise has a significant influence on the marketing strategy of a firm. The marketing strategy of the British American Tobacco (BAT) company is highly effective in generating consumer interest in reduced-risk products. The company has been facing some turmoil of late due to political pressures generated from the British government's announcement that Britain must become a smoke-free nation by the end of the year 2030 (Smokefreeaction.org.uk, 2022). In this report, the external and internal environment of BAT will be analysed with the use of essential frameworks such as PESTLE and SWOT to develop a marketing plan for the company. 
[bookmark: _fh65pyjugefp][bookmark: _Toc112403105]External environment analysis
[bookmark: _l62bykexn3z][bookmark: _Toc112403106]PESTLE
The PESTLE analysis derives the name from six external environmental factors that describe the macro environment of an industry. The six factors in PESTLE are political, economic, social, technological, legal, and environmental (Mihailova, 2020). 
	Political

	· The UK government has called for making the UK smoke-free by the year 2030 (Smokefreeaction.org.uk, 2022)
· The UK government has set an ambitious target of achieving a net zero economy by the year 2050, putting clean growth at the centre of their modern industrial strategy (Gov.uk, 2022)

	Economical

	· The inflation rate in the UK is now at an all-time high (Oecd.org, 2022)
· The growth of GDP in the UK has ensured the completion of a swift recovery from the COVID-19 pandemic (Oecd.org, 2022)
· The cost for start-ups in the UK is much lower than in many countries in Europe (Yunday, 2022)

	Social

	· Concern about the environment is pushing British consumers towards sustainable purchasing habits.
· Consumers in the UK are, in general, considered to be loyal shoppers (Cm-brand.co.uk, 2022)
· Consumers in the UK prefer to research products online, but brick-and-mortar stores are crucial to the buying journey (Cm-brand.co.uk, 2022). 

	Technological

	· The surge in investment in the tech industry in the UK has helped the nation's tech industry to reach a value of US$ 1 trillion (Uktech.news, 2022)
· The UK tech sector has expanded by an estimated 42% between the years 2018 and 2022 (Uktech.news, 2022)

	Environmental

	· The UK's economy has grown by 72%, while the environmental emissions have reduced by 42% compared to the levels observed in 1990 (Gov.uk,2022)
· The number of green collar jobs in the UK is rising, and it is expected that 2 million green collar jobs will be added by the year 2030 (Gov.uk,2022)

	Legal

	· Television Act 1964 bans television advertising of tobacco products (Politics.co.uk, 2022)
· Tobacco Advertising and Promotion Act 2002 bans any direct or indirect promotion or advertising of tobacco products (Politics.co.uk, 2022)
· Health Act 2009 bans tobacco vending machines (Politics.co.uk, 2022)
· Tobacco and Related Products Regulations 2016 puts limitations on the market of e-cigarettes and vapour products (Politics.co.uk, 2022)


Table 1: PESTLE analysis
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The five forces model proposed by Porter identified five forces that are useful for describing the industrial environment of a company. The model considers buyers, suppliers, new entrants, substitutes, and competitors as the key elements of the micro external environment prevailing within the industry (Izzani and Hermawan, 2021). 
	Bargaining power of buyers

	· Buyers tend to have low bargaining power.
· Tobacco product manufacturers usually shift the burden of paying the minimum excise duties and taxes onto the consumers (Milovanovic and Solaja, 2020)

	Bargaining power of suppliers

	· Suppliers have a high bargaining power since not many farmers are willing to cultivate tobacco.

	Threat of new entrants

	· Barriers to entry and growth in the market are significant, mainly due to the presence of legislation banning direct and indirect advertising (Politics.co.uk, 2022)
· New entrant that is low 

	Threat of substitutes

	· Illegal products in the market threaten tobacco product manufacturers to some extent (Milovanovic and Solaja, 2020)
· Lower cost can be a factor that draws customers to illegal products (Milovanovic and Solaja, 2020)
· In general, the threat of the substitute is only moderate

	Competitive rivalry

	· There is a presence of strong competitors in the market in the UK
· Key competitors: Phillip Morris, Imperial brands (Statista.com, 2022)


Table 2: Porter’s five forces analysis

[bookmark: _sg6s74hdbblj][bookmark: _Toc112403108]Internal environment analysis
[bookmark: _hz60pjisyg1q][bookmark: _1tphryy7m1sp][bookmark: _Toc112403109]SWOT
The SWOT is often used for strategic management, but it offers an insight into the internal environment also. The strengths and weaknesses are factors that are influenced by the internal environment, while opportunities and threats are determined by external factors discussed earlier (Izzani and Hermawan, 2021).
	Strengths 
	Weaknesses

	· Innovation in developing new products
· Social sustainability initiatives and compliance with human rights in the supply chain (Bat.com, 2022)
· Lean supply chain management
· Human resource management 
· Largest tobacco company based on net revenue 
	· Behind sustainability target
· Low sales percentage of reduced-risk products
· Business intelligence (Bat.com, 2022)
· A slow rate of growth 


	Opportunities
	Threats

	· Expansion of the reduced-risk products range to new markets
· Reduce environmental emissions from the supply chain (Bat.com, 2022)
	· New legislation banning advertising and promotion on different channels (Politics.co.uk, 2022)
· Competitors' innovation activity 
· Suppliers gaining power


Table 4: SWOT analysis
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	Segmentation
	Geographic
	· Asia
· North America
· South America
· Africa
· Europe
· Australia (Bat.com, 2022)

	
	Demographic
	· Age
· Based on the minimum age for cigarette or tobacco product consumption in the country (Bat.com, 2022)
· No upper limit on age
· Gender
· Male
· Female

	
	Behavioural
	· Addicted to sensorial pleasures (Bat.com, 2022)
· Loyal to the brand
· Enjoy special occasions (Bat.com, 2022)
· Light smokers
· Heavy smokers
· Beating frustration or anxiety

	
	Psychographic
	· Middle-income buyers
· High-income buyers

	Targeting 
	· The customers who are addicts; but can be of any age and gender or from any part of the world are the target consumers. 

	Positioning 
	· BAT owns several brands under the combustibles as well as the new categories. In terms of revenue, BAT is the second largest tobacco company in the world after Imperial brands (Seekingalpha.com, 2022). [Referred to appendix 1]


Table 4: STP analysis
The STP analysis shows that BAT's customers come from all parts of the world. The competitiveness of the company depends on the marketing strategy. Coming under the pressure of the external legislative, political and social environments, BAT might have to address the concerns regarding customers who are addicts or heavy smokers. As a responsible company in the tobacco industry, BAT must take the initiative to inform the buyers about the dangers of consuming traditional tobacco products and help them on their journey to switch to products from the new categories that are healthier and more sustainable (Bat.com, 2022). BAT's long-term goal is to convert the sales or revenue from traditional tobacco products to new categories of products (Bat.com, 2022). BAT aims to add 50 million consumes to the new categories by 2030 (Bat.com, 2022). The main products of BAT in the new categories at present are VELO, glo, and vuse.
[bookmark: _v4uyybe6r714][bookmark: _Toc112403111]Role of marketing in BAT
The marketing activities of BAT are directed to enable the company to share the key events that are taking place in the company. The website and social media pages provide a significant amount of information to consumers regarding technological technology development. The positive thing about the development of reduced-risk tobacco products is that it relies to a significant degree on the technology development or innovation activities of the company. The innovation activities of BAT are crucial to the company's marketing initiatives as customers are primarily interested in the products that they can expect from the company in the future (Bat.com, 2022). Moreover, by using social media and other digital marketing channels, BAT can significantly increase customer engagement and customer experience of the customers. The financial growth of BAT has been slow in recent years, and this might be the right time for the company to change their marketing strategy and shift towards customer engagement on social media (Statista.com, 2022). 
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Figure 1: Financial revenue of BAT from 2013 to 2021
(Source: Statista.com, 2022)
Content marketing is a strategy that can be used in a variety of situations because it does not directly involve product or product-related information to be shown to the viewers (He et al. 2021). Instead, content can be related to something. Customer loyalty is a challenging goal in the tobacco industry, but BAT needs to take initiatives to improve customer loyalty by delivering a better customer experience to remain competitive. The business intelligence of BAT is not highly developed, and to improve the business intelligence, the company needs to be able to analyse the customer behaviour data and allow the customer behaviour patterns to dictate the innovation activities of the organisation (Bat.com, 2022). The social media strategy has the potential to enable BAT to study the characteristics of customer behaviour in the market. Another reason why social media and digital marketing strategies are essential to BAT is for targeting customers through direct marketing. The customers sharing the contract details on social media or web pages allow BAT to send direct messages to their devices (Czaplicki et al. 2021). The restrictions on direct marketing are low, and thus BAT can send any type of message that is required for the purpose of marketing. This could be product-related information, price and stores where the product will be available (Czaplicki et al. 2021). Promotion strategies such as discounts and offers can also be given to customers as a coupon through direct mail.
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The marketing mix model used for marketing strategy analysis principally considers four elements, product, price, place, and promotion (Hartono et al. 2021).
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The products manufactured by the different brands of BAT have been categorised into combustibles and non-combustibles. The non-combustible brands are popular in the UK but are not able to compete with products from domestic companies in the US market (Bat.com, 2022). 
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The prices of BAT products are usually the same as the competitors in the market. 
[bookmark: _Toc112403115]Place
BAT mainly distributes their products through their extensive retailer contact. The selling of the reduced risk products is also done through dedicated Vype, Vuse or VELO retail stores (Bat.com, 2022). 
[bookmark: _Toc112403116]Promotion
The promotion strategies of BAT are weak because marketing tobacco products is banned in the UK.
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In this report, it was found that the internal and external environment of a business has a tremendous impact on the marketing strategy. The marketing strategy of BAT is driven by social, political, and environmental factors. The legislation in the UK bans direct or indirect advertisement or promotion of tobacco products. Marketing plays a crucial role in BAT for sharing information and communicating with the customer. A responsible and transparent marketing strategy is crucial for BAT's popularity and reputation in the market. The key to improving BAT's marketing is to use a content marketing strategy on social media to inspire consumers to hang their buying behaviour and use the direct marketing strategy to promote products.
[bookmark: _Toc112403118]Recommendations for proposed marketing strategy (Marketing mix)
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Developing new products is a crucial necessity for BAT as the competitiveness of the product in the market will be determined by the quality of the product. The marketing of the product can be done through social media. Here, the content marketing strategy, such as organising games and using celebrity endorsements, can help immensely to increase brand awareness and inspire customers to make the right choices in terms of their purchase and use of tobacco products (He et al. 2021). [Referred to appendix 1]
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The place strategy is essential for BAT because the British legislature bans the use of online channels for selling any kind of tobacco products. Thus, for purchasing, BAT must use the brick-and-mortar sales channel. However, BAT can promote certain places, retail locations or pubs where the products from BAT's reduced-risk brands are sold to buyers.
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The price of BAT products is competitive in the market, although they might be slightly more expensive than combustible tobacco products. The price is not the issue as buyers have low power, and the cost of innovation can be pushed to the buyer (Milovanovic and Solaja, 2020).
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The promotion of the products from reduced-risk brands of BAT can be conducted through direct marketing. Since the legislation bans the promotion of tobacco products on media platforms, the direct marketing strategy is the only way forwards for BAT to share relevant information with the customer that will allow them to make a purchase decision (Czaplicki et al. 2021). 
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