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ABSTRACT 

Purpose: The purpose of this scholarly paper, “Strategic Evaluation of British American 

Tobacco: Navigating Innovation, Ethics, and Market Dynamics,” is to critically assess how 

British American Tobacco (BAT) integrates strategic innovation, ethical responsibility, and 

adaptive market dynamics to sustain competitiveness in a highly regulated global tobacco 

industry. The study aims to explore how BAT balances profitability with public accountability, 

technological transformation, and stakeholder trust. Ultimately, it seeks to derive actionable 

insights on how multinational corporations in controversial or restricted industries can achieve 

sustainable growth while maintaining ethical compliance and social legitimacy. 

Methodology: This study adopts a descriptive and analytical research design to evaluate 

British American Tobacco’s global strategic positioning, innovation-driven initiatives, and 

ethical governance practices. The research relies primarily on secondary and qualitative data 

collected from BAT’s annual reports, sustainability reports, industry white papers, scholarly 

journals, financial databases, and regulatory disclosures. Analytical frameworks such as 

SWOC analysis, ABCD model, financial performance analysis, and ethical strategy evaluation 

were applied to interpret BAT’s operational efficiency, innovation adaptability, and ethical 

leadership in evolving market conditions. The required information for the analysis is collected 

for identified keywords using the Google search engine, Google Scholar search engine, and 

AI-driven GPTs.  

Analysis & Suggestions: The analysis reveals that British American Tobacco’s strategic 

success is anchored in its robust global distribution network, strong brand equity, and 

commitment to product innovation through new categories such as reduced-risk products and 

digital transformation. However, challenges persist in the form of regulatory pressures, ethical 

controversies, and declining cigarette consumption in mature markets. It is suggested that BAT 

strengthen its sustainability and ESG (Environmental, Social, and Governance) practices, 

accelerate research and innovation in alternative nicotine delivery systems, and enhance 

transparency in stakeholder engagement. Focusing on ethical marketing, health-conscious 

diversification, and digital modernization can further improve BAT’s global reputation, 

profitability, and long-term resilience. 

Originality/Value: This study presents a comprehensive strategic evaluation of British 

American Tobacco by integrating SWOC, ABCD, financial, and ethical analyses within a 

unified framework. It contributes original value by linking strategic innovation, corporate 

ethics, and market adaptability to tangible business outcomes. The findings offer meaningful 

insights for academicians, policymakers, and corporate leaders seeking to understand how 

companies operating in ethically sensitive sectors can sustain competitiveness while aligning 

with global sustainability and regulatory expectations. 

Type of Paper: Exploratory Case Study. 
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1. INTRODUCTION : 

Company analysis, as a research case study, has gained prominence in academic and applied business 

research due to its ability to explore the intricate dynamics of organizational behaviour, strategy, and 

performance in real-world contexts. Unlike statistical generalization methods, company case studies 

employ an exploratory research design that facilitates an in-depth understanding of phenomena within 

a specific organizational setting (Yin (2009). [1]). This method is especially suitable when the 

boundaries between the phenomenon and context are not clearly defined, allowing researchers to 

examine not just what happens in organizations, but how and why it happens (Eisenhardt & Graebner 

(2007). [2]). Through a detailed examination of individual companies, researchers can derive insights 

into strategic decisions, innovation processes, corporate governance, and market behaviour, thereby 

enhancing both theoretical and practical knowledge. 

The importance of company analysis lies in its potential to bridge the gap between abstract theories and 

empirical realities. Grounding analysis in rich, contextual data allows researchers to explore new 

constructs, develop conceptual frameworks, and refine existing theories (Siggelkow (2007). [3]). 

Company case studies are often used in strategy, organizational behaviour, marketing, and human 

resource management to investigate phenomena like digital transformation, competitive advantage, 

crisis response, or sustainability initiatives (Ridder (2017). [4]). The exploratory approach supports a 

flexible research design that can accommodate emerging themes and evolving questions, making it ideal 

for studying dynamic business environments where variables are interdependent and constantly shifting 

(Gioia et al., (2013). [5]). 

The impact of company analysis extends beyond the academic domain, offering practical value for 

managers, policymakers, and consultants. Detailed insights generated from case studies help in 

identifying best practices, decision-making patterns, and industry-specific challenges (Stake (1995). 

[6]). Moreover, they can inform policy development, strategic realignment, and innovation pathways, 

especially in contexts where experimental or large-scale quantitative research is not feasible (Welch et 

al. (2011). [7]). The narrative richness of case studies also fosters experiential learning in business 

education by providing students and practitioners with real-life scenarios for critical analysis and 

problem-solving (Thomas (2011). [8]). 

The structure of a scholarly company analysis typically includes a clear introduction to the research 

context and objectives, a review of relevant literature, a description of the methodological framework, 

presentation of findings, and interpretation of results within the chosen theoretical lens (Dyer & Wilkins 

(1991). [9]). Data collection methods may involve semi-structured interviews, document analysis, 

observations, or triangulation from multiple sources to ensure reliability and depth (Patton (2002). [10]). 

Analytical frameworks such as grounded theory, pattern matching, or thematic coding are frequently 

employed to extract meaningful patterns and build theoretical contributions (Corbin & Strauss (2008). 

[11]). This structured yet flexible format enhances the credibility, transparency, and scholarly value of 

the research. 

In conclusion, company analysis as an exploratory research case study plays a vital role in advancing 

both theory and practice in business studies. Its strength lies in its contextual richness, methodological 

adaptability, and theoretical depth. When designed and executed rigorously, company case studies can 

yield powerful insights into organizational complexities that are otherwise difficult to capture. As the 

business world becomes increasingly dynamic and uncertain, the role of case-based exploratory 

research will only grow in importance, offering scholars and practitioners a robust tool for 

understanding and shaping the future of enterprise. 

2. ABOUT AMERICAN TOBACCO P.L.C : 

2.1 Background on British American Tobacco Limited:  

British American Tobacco P.L.C. (BAT), founded in 1902 as a joint venture between the UK's Imperial 

Tobacco Company and the American Tobacco Company, has grown into one of the world's leading 

multinational companies in the tobacco and nicotine products sector. Headquartered in London, BAT 

operates in over 180 countries and manages a wide portfolio of global cigarette brands, including 
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Dunhill, Lucky Strike, Rothmans, and Pall Mall (Gilmore et al.  (2015). [12]). Over the decades, BAT 

has navigated global regulatory, social, and health-related challenges by evolving its business strategies, 

embracing market diversification, and investing in next-generation products such as e-cigarettes and 

tobacco-heating devices (McDaniel & Malone (2007). [13]). As of recent years, the company has shifted 

its corporate strategy toward “A Better Tomorrow,” which emphasizes reduced-risk products (RRPs) 

and sustainable business practices (Britton (2017). [14]). 

Despite its historical reliance on combustible tobacco products, BAT has made significant efforts to 

reposition itself in response to global public health scrutiny and shifting consumer preferences. This has 

included substantial investments in research and development (R&D), particularly in its "New 

Category" segment, which includes vapor products, oral nicotine, and tobacco heating products (THPs) 

(Bialous & Glantz (2018). [15]). BAT’s science-based strategy underlines a commitment to harm 

reduction, often framed through comparative risk assessments between traditional cigarettes and 

emerging nicotine delivery systems (Smith et al. (2020). [16]). However, public health scholars have 

expressed skepticism over BAT’s motives and the actual harm reduction potential of these alternatives, 

raising ethical concerns over marketing and youth-targeted strategies (Kim et al. (2019). [17]). 

BAT's global operations are deeply intertwined with complex regulatory landscapes and evolving 

market dynamics. The company has been both a subject and influencer of tobacco control policies, often 

engaging in litigation and lobbying to resist stringent regulations, especially in low- and middle-income 

countries (Holden & Lee (2009). [18]). BAT's strategies in emerging markets, such as pricing 

manipulation, advertising tactics, and corporate social responsibility (CSR) initiatives, have attracted 

widespread academic attention for their implications on global health equity (Mamudu et al. (2015). 

[19]). These practices underscore the strategic tension between corporate profitability and public health 

accountability, an ongoing ethical dilemma faced by tobacco firms globally (Hiilamo et al. (2012). [20]). 

In terms of innovation, BAT has increasingly aligned its business model with digitalization and artificial 

intelligence to enhance consumer engagement and operational efficiency (Liu et al., (2022). [21]). The 

use of big data analytics, targeted marketing, and predictive algorithms has allowed BAT to refine its 

market segmentation and accelerate product development cycles, particularly in the RRP segment 

(Thrasher et al. (2020). [22]). Such initiatives reflect the company’s broader transformation strategy 

that seeks to reposition BAT not only as a nicotine company but as a science- and technology-driven 

consumer goods firm. Nevertheless, this strategic shift has brought renewed scrutiny from regulators 

and scholars alike, especially in light of rising youth consumption patterns of vaping products 

(Greenhalgh et al. (2020). [23]). 

In conclusion, British American Tobacco P.L.C. represents a complex and evolving case of strategic 

transformation in the face of regulatory pressure, technological innovation, and ethical questioning. Its 

global influence, historical legacy, and current repositioning efforts make it a significant subject of 

academic inquiry within the fields of business ethics, strategic management, and global health. As BAT 

continues to transition into new product domains and sustainability frameworks, its journey highlights 

the broader debates surrounding corporate responsibility, market adaptation, and the contested role of 

innovation in the tobacco industry (Drope et al. (2016). [24]). This background lays the foundation for 

a strategic evaluation of BAT’s navigation through innovation, ethics, and market dynamics. 

 

2.2 Rationale for Selecting BAT as a Case Study in Innovation: 
British American Tobacco (BAT) serves as a compelling case study in innovation due to its unique 

position at the intersection of a legacy industry and emerging technological transformation. 

Traditionally known for manufacturing and marketing combustible tobacco products, BAT has recently 

embarked on a strategic pivot toward harm-reduction innovation and alternative nicotine delivery 

systems, including e-cigarettes, heated tobacco products, and nicotine pouches (Britton (2017). [25]). 

The company's "A Better Tomorrow™" strategy illustrates its commitment to innovation by investing 

in science, product design, and consumer-centric technologies (Smith et al. (2020). [26]). Such 

transformation within a highly regulated and ethically scrutinized sector provides a rich context to 

analyze innovation-driven diversification, particularly when business survival is contingent upon 

adapting to health, ethical, and environmental demands (Hiilamo et al. (2022). [27]). 

Another rationale for choosing BAT lies in its significant research and development (R&D) investments 

and digital transformation efforts. BAT has consistently increased its innovation expenditure, allocating 

over £350 million annually towards next-generation product development, artificial intelligence, and 
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consumer insight platforms (Liu et al. (2022). [28]). This commitment to R&D demonstrates how legacy 

firms can adopt open innovation models and integrate cross-disciplinary knowledge into product design 

and operational efficiency (Chesbrough & Bogers (2014). [29]). Furthermore, BAT’s global footprint 

across 180+ markets allow for comparative insights into how innovation is implemented in diverse 

regulatory and cultural environments, adding depth to the study of international innovation strategy 

(Gilmore et al. (2015). [30]). 

BAT’s case also contributes significantly to understanding ethical innovation, which is critical when 

analyzing firms in controversial industries. The tobacco sector is often criticized for health harms, 

aggressive marketing tactics, and targeting vulnerable populations (McDaniel & Malone (2007). [31]). 

BAT’s move into reduced-risk products (RRPs) raises questions about whether such innovation 

genuinely reflects ethical transformation or is merely a strategic repositioning to retain market share 

under regulatory pressure (Bialous & Glantz (2018). [32]). Studying BAT allows scholars to examine 

the interplay between innovation rhetoric and tangible health outcomes, making it a vital case for 

exploring innovation ethics in the 21st century (Rahwan et al. (2019). [33]). 

Lastly, BAT’s approach to sustainability and corporate social responsibility (CSR) adds another layer 

to its innovation narrative. In recent years, the company has aligned its innovation agenda with global 

sustainability goals, including carbon neutrality, water efficiency, and circular economy initiatives 

(Zhou et al. (2022). [34]). This evolution from product-based to purpose-driven innovation signifies a 

broader strategic shift in the corporate governance of multinational tobacco companies. By integrating 

ESG (environmental, social, governance) metrics into its innovation framework, BAT becomes a model 

for how firms in stigmatized industries can attempt to reposition themselves through responsible 

innovation (Drope et al. (2016). [35]). Hence, BAT is not only an exemplar of technological 

advancement but also of the broader socio-economic implications of corporate innovation. 

 

2.3 Scope and Relevance of Exploratory Research in Evaluating BAT Firms: 

Exploratory research plays a crucial role in evaluating firms such as British American Tobacco (BAT), 

which operate in complex, regulated, and ethically sensitive environments. As BAT transitions from 

traditional cigarettes to reduced-risk products (RRPs) such as e-cigarettes, nicotine pouches, and heated 

tobacco, exploratory research helps uncover the depth and complexity of these strategic and 

technological transformations (Bialous & Glantz (2018). [36]). Unlike structured quantitative models, 

exploratory designs allow researchers to flexibly examine how BAT adapts to dynamic regulatory 

changes, stakeholder pressures, and ethical challenges (Mathie et al. (2005). [37]). These studies also 

explore internal dynamics like innovation processes, corporate narratives, and legitimacy management, 

revealing how BAT redefines its business model and public image in response to global expectations 

(Dell et al. (2022). [38]). Furthermore, exploratory studies facilitate contextual understanding of BAT’s 

socio-political environment, including its lobbying practices, government relationships, and policy 

influence mechanisms (Watts et al. (2023). [39]). 

Academically, exploratory research contributes to theory-building by identifying emerging themes such 

as ethical repositioning, harm-reduction narratives, and stakeholder-driven innovation (Triossi (2022). 

[40]). It provides valuable insights into how legacy tobacco firms balance shareholder objectives with 

social accountability and long-term legitimacy (Andrade et al. (2018). [41]). The approach also helps 

examine how corporate social responsibility (CSR) disclosures are strategically used to shape public 

perception and reinforce reputation management in controversial industries (McDaniel & Malone 

(2016). [42]). Finally, by emphasizing flexibility, contextual depth, and iterative learning, exploratory 

research enhances understanding of how BAT navigates technological innovation, regulation, and moral 

scrutiny in a transforming global market (McCausland (2021). [43]). 

3. REVIEW OF LITERATURE : 

3.1 Previous Research on AI Business Models, Innovation Ecosystems, and Case Study 

Methodology: 

The emergence of artificial intelligence (AI) as a transformative force in strategic business models has 

drawn significant scholarly attention. Research indicates that AI-enabled business models evolve 

through iterative cycles of data utilization, feedback integration, and continuous learning, which in turn 

reshape how firms create and capture value (Iansiti & Lakhani (2020). [44]). In particular, the 

conceptual framework of “data-network-intelligence loops” illustrates how AI systems leverage data as 
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a dynamic asset to enhance decision-making and personalization (Bughin et al. (2018). [45]). This shift 

from traditional linear models to adaptive, data-centric strategies has been observed across industries, 

with firms actively restructuring their operations to embed AI across value chains (Bharadwaj et al. 

(2013). [46]; Rai et al. (2019). [47]). 

In parallel, innovation ecosystems have undergone significant transformations under the influence of 

AI technologies. Scholars emphasize that AI reshapes innovation networks by enabling more open, 

distributed, and collaborative forms of knowledge sharing (Nambisan et al. (2017). [48]). These 

ecosystems typically involve a variety of stakeholders—including startups, large corporations, 

academic institutions, and government agencies—interacting in co-creative environments. AI platforms 

serve as orchestration mechanisms, allowing ecosystem leaders to set data standards, facilitate 

interoperability, and drive network effects (Yoo et al. (2012). [49]; Adner (2017). [50]). Research by 

Lee and Berente (2020) [51] further shows that ecosystem success often depends on the integrative 

capabilities of firms in aligning technological, social, and governance factors. 

Further empirical studies have examined how organizations integrate AI into their business strategies 

through case-based research. Case study methodologies have proven essential in unpacking the 

nuanced, context-specific processes that define AI adoption and strategic implementation. Eisenhardt 

(1989) [52] and Yin (2018) [53] advocate for case study approaches as robust tools for theory-building 

in emerging technological domains. These methods enable researchers to explore causal mechanisms 

and organizational adaptations that may not be apparent through quantitative methods alone. For 

example, studies on AI implementation in healthcare and finance reveal that successful integration 

requires not only technological infrastructure but also organizational learning and leadership alignment 

(Wamba-Taguimdje et al. (2020). [54]). 

Recent research has also focused on the ethical challenges that accompany AI integration into business 

models. As AI systems increasingly influence consumer choices and operational processes, concerns 

regarding data privacy, algorithmic bias, and transparency have escalated (Martin (2019). [55]; 

Mittelstadt et al. (2016) [56]). Ethical AI frameworks and governance mechanisms are therefore being 

developed to guide responsible innovation, particularly in sectors where public trust and regulatory 

compliance are crucial. Scholars argue that aligning ethical norms with innovation strategies is essential 

for long-term sustainability and legitimacy (Floridi et al. (2018). [57]; Dignum (2018). [58]). 

Finally, AI-driven strategic innovation is increasingly examined in the context of societal impact and 

long-term value creation. Studies reveal that firms leveraging AI not only improve operational 

efficiency but also generate new forms of market intelligence and consumer engagement (Chui et al. 

(2018). [59]). However, the success of such strategies is contingent upon organizational agility, data 

governance, and cross-functional collaboration (Shrestha et al. (2019). [60]). The case of British 

American Tobacco, which operates at the intersection of highly regulated markets and evolving 

consumer behaviours, offers a compelling lens through which to examine how AI-based innovations 

can be balanced with ethical responsibilities and dynamic market conditions. 

 

3.2 Scholarly References on AI Ethics, Corporate Governance in Tech, and Performance 

Benchmarking: 

Ethical challenges in AI have attracted considerable academic scrutiny, especially as organizations 

integrate machine learning and predictive analytics into strategic decision-making. Floridi and Cowls 

(2019) [61] emphasize that responsible AI development must be guided by principles such as fairness, 

accountability, and transparency. These principles are increasingly relevant for industries like tobacco, 

where ethical scrutiny is high. Mittelstadt et al. (2016) [62] further argue that algorithmic systems can 

propagate bias and reduce explainability, necessitating rigorous governance mechanisms. As AI 

becomes central to innovation in data-driven sectors, the ethical implications of automation, 

surveillance, and consumer manipulation must be assessed critically. 

Corporate governance frameworks in technology-intensive sectors have evolved to account for these 

emerging challenges. According to Gasser and Almeida (2017) [63], governance in tech must move 

beyond compliance and embrace ethical foresight, especially when dealing with controversial products 

or markets. Companies like British American Tobacco (BAT), operating in ethically contentious 

industries, face dual pressures—to innovate and to govern responsibly. A study by Zuboff (2019) on 

“surveillance capitalism” highlights the risks associated with data monopolies and opaque decision-

making, both of which require stronger governance norms. Similarly, West and Allen (2020) [64] 
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recommend governance models that embed ethical reflection within innovation pipelines, particularly 

in AI development. 

Performance benchmarking in the context of AI ethics and corporate governance provides a measurable 

foundation for assessing accountability and transparency. Athey (2018) [65] suggests that firms 

employing AI should develop benchmark frameworks that align model outputs with societal outcomes. 

This aligns with the view of Jobin, Ienca, and Vayena (2019) [66] who propose global benchmarks for 

ethical AI grounded in both legal norms and stakeholder values. In industries like tobacco, such 

benchmarking could support sustainability reporting and regulatory compliance, particularly around 

ESG (Environmental, Social, Governance) metrics. Moreover, Jarrahi (2018) [67] emphasizes human-

AI collaboration benchmarks, noting that performance is maximized when machines augment rather 

than replace human decision-making. 

Scholars have also explored the intersection of ethical AI and strategic reputation management. Martin, 

Shilton, and Smith (2019) [68] argue that reputational risks from AI failures or ethical lapses can 

damage stakeholder trust, making ethical foresight a strategic asset. In sectors like tobacco, which 

already face reputational challenges, ethical governance of AI systems could enhance credibility. 

Brynjolfsson and McAfee (2017) [69] support this by showing that companies integrating AI 

responsibly often outperform peers on both innovation and ethical metrics. Hence, the duality of ethics 

and performance benchmarking becomes a cornerstone in maintaining competitive advantage while 

aligning with societal expectations. 

Finally, frameworks for integrating corporate governance, ethics, and AI benchmarking are being tested 

in multidisciplinary contexts. Research by Binns et al. (2018) [70] on algorithmic accountability 

underscores the need for transparent audit mechanisms, which can be adapted by companies like BAT 

in their AI strategies. Pasquale (2015) [71] also advocates for regulatory visibility and algorithmic audits 

as vital tools for managing ethical risks. These frameworks inform a strategic evaluation of BAT by 

suggesting pathways for responsible innovation that do not compromise ethical or regulatory standards. 

 

3.3 Current Status:  

Table 1 presents a summary of the current status of published scholarly research on British American 

Tobacco (BAT), highlighting key thematic areas along with representative peer-reviewed journal 

articles. 

 

Table 1: Summary of the Current Status of Published Scholarly Research on British American Tobacco 

(BAT) 

S. No. Key Issues Current Status Reference 

1 Political Influence 

and Regulatory 

Strategies 

BAT has engaged in sustained lobbying 

and coalition-building to influence 

national and international policy, often 

delaying or weakening tobacco control 

measures through procedural and 

legislative interventions. 

Smith, K. E., Fooks, 

G., Collin, J., 

Weishaar, H., Mandal, 

S., & Gilmore, A. B. 

(2010). [72] 

2 CSR and Reputation 

Management 

BAT uses corporate social responsibility 

campaigns—including youth prevention 

programs, environmental partnerships, 

and ESG reporting—to improve 

corporate image and gain access to 

policymakers, despite contradictions 

with core business practices. 

McDaniel, P. A., & 

Malone, R. E. (2012). 

[73] 

3 Harm-Reduction 

Discourse and 

Product Innovation 

BAT invests in alternative nicotine 

delivery products (e-cigarettes, heated 

tobacco) and frames them as harm-

reduction tools, though independent 

research questions the public health 

benefits of these claims. 

Peeters, S., & 

Gilmore, A. B. (2015). 

[74] 
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4 Illicit Trade and 

Market Expansion 

Evidence shows BAT’s involvement in 

cigarette smuggling as a tactic to enter 

and dominate new markets, particularly 

in Africa and the Middle East. 

Nakkash, R., & Lee, 

K. (2008). [75] 

5 Marketing to Youth BAT adapts its marketing strategies to 

appeal to younger demographics 

through point-of-sale advertising, 

flavored products, and online 

campaigns, raising public health 

concerns. 

Brown, J. L., Rosen, 

D., Carmona, M. G., 

Parra, N., Hurley, M., 

& Cohen, J. E. (2023). 

[76] 

6 Supply Chain and 

Labour Practices 

Studies highlight gaps between BAT’s 

sustainability claims and on-the-ground 

realities, with evidence of ongoing child 

labour and poor working conditions in 

supplier regions. 

Sircar, N. R., & 

Bialous, S. A. (2023). 

[77] 

7 Historical Market 

Control 

BAT has engaged in anti-competitive 

practices to secure monopoly positions 

in emerging markets, as evidenced in 

case studies like Uzbekistan. 

Gilmore, A. B., 

McKee, M., & Collin, 

J. (2007). [78] 

8 Policy Capture in 

Developing 

Economies 

Internal documents show BAT’s role in 

drafting pro-industry legislation and 

influencing public policy in low- and 

middle-income countries. 

Patel, P., Collin, J., & 

Gilmore, A. B. (2007). 

[79] 

9 WTO and Trade 

Policy Influence 

BAT strategically leveraged China’s 

accession to the WTO to expand market 

access, shaping trade negotiations to 

favor its products. 

Zhong, F., & Yano, E. 

(2007). [80] 

10 Origins of CSR in 

BAT 

Historical analysis shows BAT was an 

early adopter of CSR rhetoric, 

embedding it into long-term corporate 

strategy for legitimacy and market 

protection. 

Coombs, W. T. (2017). 

[81] 

4. OBJECTIVES OF THE PAPER : 

(1) To explore the business evolution and strategic direction of British American Tobacco (BAT). 

(2) To examine the BAT’s product portfolio, diversification strategies, and market positioning in the 

global tobacco and nicotine industry. 

(3) To analyze financial performance, revenue streams, and investment in emerging product 

categories such as reduced-risk products (RRPS). 

(4) To perform a SWOC (strengths, weaknesses, opportunities, challenges) and ABCD (advantages, 

benefits, constraints, disadvantages) analysis. 

(5) To assess BAT’s adherence to ethical, legal, and sustainability principles, including its approach 

to corporate social responsibility (CSR) and environmental, social, and governance (ESG) 

initiatives. 

(6) To compare the performance of BAT with key competitors in both traditional tobacco products 

and next-generation products (NGPS). 

(7) To provide strategic recommendations for enhancing customer trust, regulatory compliance, and 

long-term stakeholder value creation. 

5. METHODOLOGY :  

5.1 Exploratory case study method: 

Exploratory case studies are particularly well suited to research contexts where the theoretical landscape 

is underdeveloped or fragmented—such as in the strategic, ethical, and market evaluation of British 

American Tobacco (BAT). This approach emphasizes open-ended inquiry within authentic 
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organizational and industry settings, enabling the researcher to uncover latent drivers, decision-making 

processes, stakeholder dynamics, and emergent trends that may not be fully captured by established 

theories (Yin (2018) [82]; Ridder (2017) [83]. Its flexibility permits iterative adaptation of research 

questions, sampling strategies, and analytical frameworks in response to newly uncovered evidence—

an asset when examining BATs’ evolving shift from traditional tobacco products toward reduced-risk 

products (rrps) and next-generation products (ngps) under changing regulatory pressures.  As Baxter 

and Jack (2008) [84] note, exploratory case designs allow investigators to engage with complex, real-

world phenomena without prematurely constraining analysis to pre-existing constructs. In a related 

example, helo and hao (2021) [85] demonstrated how exploratory inquiry revealed emergent business 

models and supply chain transformations in the tobacco-alternative industry, highlighting the method’s 

capacity to capture dynamic market and policy interactions. 

The exploratory case study method also serves as an essential precursor to confirmatory research by 

providing grounded, evidence-based insights that refine conceptual frameworks and hypotheses for 

future testing (Monteiro et al., 2016) [86]. Through triangulation of qualitative techniques—including 

in-depth interviews, archival analysis, corporate sustainability reports, and regulatory filings—

researchers can construct richly contextualized narratives that capture both organizational intent and 

stakeholder perceptions (Sibbald et al., 2020) [87]. For BAT, this means generating a nuanced 

understanding of how innovation strategies, ethical commitments, and competitive positioning interact 

within a contested global marketplace. As Buncar et al. (2024) [88] emphasize, exploratory designs 

enable the thick description necessary to appreciate the socio-economic and cultural dimensions of 

corporate strategy, thus ensuring findings are transferable and relevant beyond the immediate case. This 

methodological positioning makes the approach especially suitable for assessing the navigation of 

innovation, ethics, and market dynamics by BATs in a rapidly transforming landscape of nicotine and 

wellness products. 

 

5.2 Qualitative and quantitative data sources: financial reports, technical whitepapers, media 

analysis, academic publications: 

In constructing a rigorous strategic evaluation of British American Tobacco (BAT), this study integrates 

both quantitative and qualitative data drawn from corporate disclosures and the broader public 

information environment. Audited annual financial reports, statutory filings, and investor presentations 

provide standardized, regulator-verified metrics—such as net revenues, operating profit, research and 

development expenditure, and geographic segment performance—that offer critical insight into BAT’s 

operational trajectory. Beyond their numeric value, these documents contain narrative elements—such 

as management discussion, sustainability commitments, and risk factor disclosures—that can be 

analyzed textually to detect shifts in strategic emphasis or emerging risk patterns (Loughran & 

McDonald (2011). [89]). Empirical research has shown that linguistic tone and thematic framing within 

corporate narratives are strongly correlated with subsequent market performance and investor 

sentiment, thus offering a dual-purpose lens for strategic inquiry (Qian & Sun (2021). [90]). Document 

analysis of these internal-facing sources strengthens the validity of findings by triangulating numeric 

performance indicators with managerial framing and stakeholder positioning (Bowen (2009). [91]. 

An “outside-in” analytical perspective is obtained through industry whitepapers, media sentiment 

analysis, and peer-reviewed academic research. In BAT’s context, whitepapers and industry technical 

briefs—often released by health research institutes, technology suppliers in vaping and heated tobacco, 

or trade associations—document product innovation pipelines, regulatory compliance frameworks, and 

harm-reduction strategies before formal financial disclosure (Honkanen et al. (2021). [92]). Meanwhile, 

news coverage and social-media sentiment provide a near-real-time barometer of public and stakeholder 

perceptions, which can influence regulatory attention and market adoption. Studies demonstrate that 

incorporating such sentiment analytics into strategic monitoring systems enables more agile responses 

to reputational and market risks (Grande-Ramírez et al. (2022). [93]). Finally, integrating this grey 

literature with peer-reviewed scholarship ensures that BAT’s strategic positioning is interpreted through 

the lens of established theoretical frameworks, allowing iterative refinement of hypotheses and 

grounding the analysis within contemporary debates on corporate ethics, innovation, and market 

adaptation. 
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5.3 Use of strategic business analysis frameworks: 

In this study, we integrate three complementary strategic analysis tools—SWOC, ABCD, and 

PESTLE—because literature demonstrates that a single framework rarely captures the 

multidimensional nature of multinational corporations operating in ethically sensitive and highly 

regulated industries such as tobacco. SWOC (Strengths–Weaknesses–Opportunities–Challenges) 

extends the conventional SWOT by specifically emphasizing implementation barriers instead of 

abstract threats; empirical applications in consumer goods multinationals reveal that SWOC provides 

more actionable insights for regulatory compliance and innovation adaptation (Barreto & Mayya 

(2022). [94]). ABCD (Advantages–Benefits–Constraints–Disadvantages) incorporates a stakeholder-

oriented perspective, enabling the distinction between internal competitive levers (“advantages”) and 

external value delivery outcomes (“benefits”)—a useful lens for unpacking BAT’s brand equity, harm-

reduction product development, and corporate social responsibility claims (Aithal (2017). [95]). Finally, 

macro-environmental scanning through PESTLE (Political, Economic, Social, Technological, Legal, 

Environmental) offers a structured means to examine how BAT navigates fluctuating excise tax 

regimes, shifting consumer preferences, sustainability pressures, and emerging nicotine-reduction 

legislation (Belsare (2025) [96]). Comparative reviews of strategic tools underscore that triangulating 

SWOC matrices with PESTLE assessments enhances explanatory power and reduces blind spots, 

especially in industries balancing profitability with public health obligations (Benzaghta et al. (2021). 

[97]). 

Methodologically, the analysis unfolds in three passes. Pass 1 codes BAT’s internal reports, 

sustainability disclosures, and investor presentations into a SWOC matrix, surfacing capability gaps 

(e.g., dependence on cigarette revenue in certain markets) and emerging challenges (e.g., illicit trade 

regulation, ESG investor activism). Pass 2 reformulates these SWOC findings into the ABCD 

framework to trace how each internal asset or limitation maps into concrete benefits or disadvantages 

for stakeholders—ranging from shareholders and supply-chain partners to regulators and public health 

agencies. Pass 3 situates the combined SWOC–ABCD outputs within a longitudinal PESTLE scan 

(2015–2025), quantifying the influence of political decisions (e.g., WHO Framework Convention on 

Tobacco Control enforcement), technological advancements (e.g., vapor product innovation), and 

environmental imperatives (e.g., sustainable agriculture policies) on BAT’s strategic direction. Cross-

tabulation of the three frameworks provides pattern-matching and convergent validity, a practice 

endorsed in recent change-management research applying PESTLE in complex regulatory 

environments (Bou Hatoum et al. (2023). [98]). The resulting integrative map serves as the evidentiary 

basis for theory-building on how BAT reconciles innovation, ethics, and market dynamics within a 

contested global industry. 

6. COMPANY PROFILE: DEEPMIND TECHNOLOGIES LIMITED : 

6.1 History and Founding: 

British American Tobacco (BAT) was founded in 1902 as a joint venture between the United Kingdom’s 

Imperial Tobacco Company and the United States’ American Tobacco Company. The partnership 

pooled export businesses and trademarks, allowing both firms to avoid domestic competition while 

expanding globally. Under the leadership of James “Buck” Duke, BAT adopted mechanised production, 

low pricing, and rapid market expansion, becoming one of the first truly multinational consumer-goods 

firms (Cox (1997). [99]). 

During the early twentieth century, BAT built extensive distribution networks across colonial markets 

by collaborating with local managing agencies and distributors. Its China strategy (1902–1941) 

demonstrated how centralized planning and local adaptation enabled wide market reach despite 

economic and political instability (Cox, 1997). This flexible business structure helped BAT establish a 

lasting global presence even before modern theories of transnational enterprise emerged. 

Archival studies later revealed that BAT often used unconventional tactics, including smuggling and 

contraband trade, to overcome trade barriers and expand market share, particularly in China, Lebanon, 

and parts of Africa (Lee & Collin (2006). [100]; Nakkash & Lee (2008) [101]; LeGresley et al. (2008). 

[102]). The company also influenced policymaking by lobbying and helping draft favorable regulations 

in Uzbekistan, Kenya, and the European Union (Gilmore, McKee, & Collin (2007). [103]; Patel, Collin, 

& Gilmore (2007). [104]; Smith et al. (2010). [105]). 
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In recent years, BAT has expanded into next-generation nicotine products while promoting corporate 

social responsibility and harm-reduction initiatives to enhance its public image. Yet, studies indicate 

that despite these reforms, the company continues to engage in practices aimed at shaping markets and 

influencing policy decisions. Overall, BAT’s journey illustrates a combination of industrial innovation, 

assertive marketing, and sustained political engagement that has solidified its position as a dominant 

global player. 

 

6.2 Vision and Mission: 

British American Tobacco’s public mission and vision statements reflect a deliberate managerial 

strategy to balance legacy commercial priorities with an emergent narrative of product transition and 

corporate responsibility. Official rhetoric emphasizes market leadership in nicotine delivery and a long-

term ambition to “deliver a reduced-risk future,” while simultaneously signalling continued support for 

shareholder returns and broad geographic market coverage. Scholars caution that such dual messaging 

is characteristic of incumbent firms in contested industries: mission language performs both strategic 

signalling to investors and reputational management toward regulators and the public. (Peeters & 

Gilmore (2015). [106]; Coombs (2017). [107]). 

Empirical analyses show that BAT’s mission and vision discourse is closely tied to concrete strategic 

choices—R&D allocations to next-generation products (NGPs), public partnerships, and sustainability 

reporting—but that rhetoric often outpaces demonstrable organisational change. Document-based 

studies and CSR critiques find recurring gaps between aspirational vision statements and observable 

practices (for example, continued high dependency on combustible product revenues, political 

lobbying, and contested supply-chain outcomes), implying that mission wording should be interpreted 

alongside financial, policy and archival evidence rather than taken at face value (McDaniel & Malone 

(2012). [108]; LeGresley et al. (2008). [109]). 

From a strategic management view, BAT’s vision aligns global operations, balances traditional and 

emerging product strategies, and strengthens its position with regulators and investors. Analysts must 

assess its credibility through evidence such as investment in reduced-risk products, independent 

evaluations, and political engagement to judge whether it reflects genuine strategic change or mere 

rhetoric. 

 

6.3 Key products and milestones (e.g., AlphaGo, AlphaFold, Gemini):  

British American Tobacco’s major strategic pivot toward non-combustible products was catalysed by 

the launch of glo™ tobacco heating devices. Beginning in the mid-2010s, glo was introduced in multiple 

markets as part of BAT’s “reduced-exposure” strategy, designed to offer a lower-toxicant alternative to 

conventional cigarettes. Comparative clinical and toxicological assessments have shown that glo 

significantly reduces exposure to harmful compounds—although the long-term health implications 

remain under investigation. (Goodall et al. (2022). [110]; Hardie et al. (2022). [111]). 

A watershed moment in BAT’s recent history was the 2017 acquisition of Reynolds American Inc. 

(RAI). This move instantly expanded BAT’s global footprint, particularly via the Vuse e-cigarette brand, 

and consolidated BAT’s product innovations across heated, vapor, and oral nicotine platforms. 

Independent market analyses highlight the acquisition as a turning point that enhanced BAT’s R&D 

capabilities and regulatory alignment across multiple product lines (Market-based assessments and 

sector summaries; no single peer-reviewed source yet consolidates the full impact). 

Further diversifying its non-combustible portfolio, BAT introduced Velo oral nicotine pouches (ONPs). 

These smoke-free products, which use pharmaceutical-grade nicotine in a pouch format, have drawn 

scrutiny from researchers and regulatory bodies alike. Chemical and toxicological studies often report 

lower levels of harmful compounds than cigarettes, but concerns remain regarding youth appeal and 

product standardization (Travis et al. (2025). [112]). 

Scholars have closely examined the scientific and public-health framing of BAT’s product 

innovations—particularly in relation to reduced-harm and harm-reduction claims. Cochrane and 

independent systematic reviews of heated tobacco products (HTPs) and ONPs emphasise mixed 

evidence about their role in supporting cessation or reducing smoking prevalence. Although early 

biomarker data is promising, longitudinal and population-based outcomes are still inconclusive. 

Additionally, critical reviews underscore that the promotional language and regulatory positioning of 

BAT’s products—like “reduced risk”—must be assessed rigorously, considering the history of industry 
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influence and the potential for unintended market uptake among non-smokers. (Tattan-Birch et al. 

(2022). [113]; Bialous & Glantz (2018). [114]). 

 

6.4 Organizational Structure and Global Corporate Governance: 
British American Tobacco (BAT) operates a multinational, decentralized structure, organizing its 

operations into geographic regions—such as Americas & Europe, Asia-Pacific, and Middle East & 

North Africa—each led by regional management responsible for local strategy, regulatory compliance, 

and performance (Smith & Smith (2019). [115]). The London headquarters functions as the central hub 

for capital allocation, global branding, and long-range strategic planning, ensuring integration across 

diverse markets and governance standards (Lee (2021). [116]). 

 

BAT’s corporate governance is built upon principles of accountability, transparency, and sustainable 

value creation, aligning with the UK Corporate Governance Code. Its Board of Directors—comprising 

executive and non-executive members—oversees strategic direction, with specialized committees such 

as Audit, Remuneration, and Sustainability that monitor financial integrity, executive performance, and 

environmental and social responsibilities (Johnson et al. (2020). [117]). This structure balances short-

term performance with broader ethical and governance considerations. 

 

In order to enhance stakeholder trust in a tightly regulated industry, BAT employs robust internal 

controls and stakeholder dialogue. Measures such as risk assessments, anti-corruption policies, and 

whistleblower systems are integrated into governance practices. Moreover, BAT’s structured 

engagement with investors, regulators, and public-health groups reflects a broader strategy of 

legitimacy-building—even as the company concurrently navigates reputational challenges inherent to 

its core business (Rodriguez & Kar (2022). [118]). 

 

BAT’s organizational and governance systems are also adapting to its expansion into Next-Generation 

Products (NGPs). Integrated governance now includes R&D leadership, regulatory affairs, and ethical 

oversight working collaboratively to deliver innovations—such as heated tobacco devices and nicotine 

pouches—that meet both commercial objectives and evolving standards of consumer safety and social 

responsibility (Kumar & Patel (2023). [119]). This synchronized structure is strategically tailored to 

support BAT’s transformation into a diversified, ethics-conscious consumer goods company. 

7. BUSINESS MODEL OF BAT AND INDUSTRY COMPETITORS :  

(1) Combustible Consumer Goods (Legacy Cash-Engine) — “Scale & Cash”: 

• Summary: BAT continues to sell traditional combustible products (cigarettes, fine-cut 

tobacco, roll-your-own) as a core cash generator while managing volume decline through 

pricing and cost discipline. 

• Revenue channel: Retail and wholesale sales of cigarettes and tobacco across global 

markets (modern trade, traditional retail, duty-free). Combustible products still supply the 

majority of near-term free cash flow used to fund transformation.  

• Value proposition: Predictable, high-margin cash flows and strong brand equity (e.g., Pall 

Mall, Lucky Strike) that underwrite investment in next-generation categories and 

shareholder returns (dividends/buybacks). 

(2) Research-to-Application NGP Model (Devices → Consumables) — “Smokeless Transition”: 

• Summary: Use R&D, product engineering, and clinical/regulatory evidence to design and 

commercialise a portfolio of Next-Generation Products (NGPs): vapour (Vuse), heated-tobacco 

(glo), and modern oral nicotine (Velo and similar). The model moves R&D outputs into 

consumer devices + recurring consumables.  

• Revenue channel: Device sales (one-off) plus recurring sales of consumables (pods, sticks, 

pouches); pricing tiers and subscription/loyalty programmes increase lifetime value. NGP 

revenues are reported separately and are growing fast.  

• Value proposition: Capture share of nicotine consumption as cigarette volumes fall; create 

recurring revenue, reduce regulatory/litigation risk through science-backed claims, and position 

the company for long-term relevancy in reduced-risk categories. 

(3) Regulatory-Science & Evidence Model — “Substantiation as Market Access” 
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• Summary: Invest in toxicology, clinical studies, and regulatory dossiers to obtain market 

approvals, favorable policy positioning, and consumer trust for NGPs. Science and regulatory 

wins unlock markets and influence product claims.  

• Revenue channel (indirect): Faster market roll-outs and higher adoption in regulated markets 

where substantiation or approvals create competitive advantage; avoids bans and eases retailer 

acceptance. 

• Value proposition: Regulatory credibility reduces barriers to sales, differentiates products vs. 

low-quality competitors, and supports premium pricing or differentiated claims. 

(4) Partnerships, Licensing & Route-to-Market Model 

• Summary: Use local partnerships, licensing agreements, joint ventures and distributor networks 

to accelerate NGP rollout, access local knowledge, and reduce capex/market risk. Partnerships 

also cover manufacturing, technology sourcing, and local marketing.  

• Revenue channel: Profits and royalty/licence income from JV arrangements; improved 

distribution reach and lower time-to-market for new product introductions. 

• Value proposition: Faster scaling with lower fixed cost and better navigation of country-level 

regulatory and commercial complexity. 

(5) Capital Allocation & Investor Returns Model 

• Summary: Balance reinvestment into NGP R&D and commercial rollout with steady 

shareholder returns (dividends, buybacks). The legacy combustible cash engine funds the 

transition while preserving investor support.  

• Revenue channel: Ongoing cash flow from combustibles; capital redeployed into high-growth 

NGP categories while maintaining payouts. 

• Value proposition: Maintain market confidence and share valuation during multi-year 

transformation. 

 

Table 2: Comparison with Key Competitors: 

Company Headquarters 2024 

Revenue 

(Approx.) 

Global 

Market 

Share 

Innovation 

& Product 

Portfolio 

Ethical & 

Regulatory 

Challenges 

Sustainability 

& ESG Focus 

British 

American 

Tobacco 

(BAT) 

London, UK ~$36 

billion 

~18% Strong in 

traditional 

tobacco, 

heated 

tobacco 

(glo), 

vaping 

(Vuse), 

cannabis 

investments 

Faced 

regulatory 

fines, youth 

vaping 

concerns, 

ESG 

criticisms 

Net-zero by 

2050, plastic-

free filters by 

2025, 

investment in 

reduced-risk 

products 

Philip 

Morris 

International 

(PMI) 

New York, 

USA 

~$34 

billion  

~16% Leader in 

heated 

tobacco 

(IQOS), 

expanding 

nicotine-

free 

wellness 

products 

Ban-related 

challenges, 

criticism 

over dual 

strategy of 

tobacco & 

reduced-

risk 

Ambitious 

smoke-free 

vision, targets 

carbon 

neutrality by 

2040 

Japan 

Tobacco 

International 

(JTI) 

Geneva, 

Switzerland 

~$21 

billion 

~10% Focus on 

traditional 

cigarettes, 

vaping 

(Logic), 

heated 

Regulatory 

pushback in 

Asia & EU, 

public 

health 

criticism 

Moderate 

ESG efforts, 

focus on 

reducing CO₂ 

emissions by 

2030 
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tobacco 

(Ploom) 

Imperial 

Brands 

Bristol, UK ~$14 

billion 

~5% Emphasis 

on vaping 

(blu), 

heated 

tobacco, 

premium 

cigars 

Facing 

declining 

cigarette 

sales, 

regulatory 

pressures 

ESG plan 

targeting net-

zero by 2040, 

focus on 

recyclable 

packaging 

 

Insights and Strategic Differences: 

• BAT operates a hybrid model, combining its traditional combustible tobacco business—which 

provides steady cash flow—with substantial investments across multiple next-generation 

product categories such as vaping, heated tobacco, and oral nicotine. This strategy supports 

stable revenues but introduces complexity in managing diverse product lines. 

• Philip Morris International (PMI) focuses on concentrated product leadership, centering its 

efforts on heated tobacco (IQOS) and pursuing a rapid transition to a smoke-free future. PMI 

emphasizes scale and market dominance within a narrower portfolio, backed by strong R&D 

and intellectual property. 

• Imperial Brands adopts a pragmatic, partnership-led approach, emphasizing cost efficiency, 

shareholder returns, and selective expansion of next-generation products rather than wide-

ranging diversification. 

BAT’s dual approach—leveraging reliable combustible revenues while expanding multiple next-gen 

categories—provides strategic flexibility but also demands careful navigation of regulatory and 

operational challenges. Compared to PMI’s focused strategy and Imperial’s cautious expansion, BAT’s 

broader product base spreads risk but may slow market responsiveness. Striking a balance between 

scale, innovation, and regulatory compliance will be critical for BAT to effectively manage its 

transformation while maintaining ethical standards and financial health. 

8. FUNCTIONAL ANALYSES :  

8.1. SWOC Analysis: 

SWOC analysis is a strategic planning tool that extends the traditional SWOT framework by 

emphasizing not only an organization’s internal Strengths and Weaknesses but also explicitly 

identifying external Opportunities and Challenges. This approach provides a balanced view of both 

internal capabilities and external environmental factors, enabling more comprehensive and actionable 

strategy formulation. 

According to Şreeramana Aithal et al. (2014) [120], SWOC analysis effectively aligns institutional 

strengths and weaknesses with the demands and conditions of the external environment, facilitating 

more responsive and resilient organizational strategies. Gürel and Tat (2017) [121] further highlight 

that SWOC promotes conscious integration of emerging opportunities and threats into decision-making, 

thus enhancing strategic agility and foresight. 

In the context of British American Tobacco (BAT), Marjanova et al. (2023) [122] emphasize the value 

of combining SWOC analysis with financial planning. This integration grounds strategic initiatives in 

realistic resource assessments, improving the viability and execution of corporate strategies. However, 

the efficacy of SWOC depends on rigorous application. Gürel and Tat (2017) caution against superficial 

or biased outputs arising from inadequate methodological rigor. Similarly, Aba et al. (2019) [123] stress 

the importance of data-driven evaluation of external threats and opportunities, such as regulatory 

changes and technological disruptions, to maintain strategic flexibility. To maximize its effectiveness, 

SWOC analysis should be embedded within a dynamic, continuous evaluation framework. This 

approach ensures that as BAT’s internal capabilities and the external landscape evolve, strategic 

priorities are regularly revisited and adjusted to sustain competitive advantage and organizational 

resilience. 
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Strengths of British American Tobacco (BAT): 

 

Table 3: Strengths of BAT 

S. No. 

 
Key Strengths Description 

1 Global Market Presence BAT operates in over 180 countries, benefiting from 

extensive distribution networks and broad brand recognition 

worldwide. 

2 Diversified Product 

Portfolio 

Offers a wide range of products including traditional 

combustible tobacco, vaping products (Vuse), heated 

tobacco (glo), and oral nicotine products (Velo), reducing 

reliance on any one segment. 

3 Significant Investment in 

R&D 

Commits substantial resources to research and development 

focused on next-generation products (NGPs) and 

sustainability innovations. 

4 Robust financial 

performance 

Strong cash flows and profitability enable continuous 

investment in innovation and shareholder value creation 

through dividends and share buybacks. 

5 Regulatory Expertise Possesses extensive experience navigating complex 

regulatory landscapes across multiple jurisdictions, 

facilitating compliance and market access. 

6 Strong Brand Equity and 

Customer Loyalty 

Maintains well-known and trusted brands that foster 

consumer loyalty, providing a competitive edge in both 

legacy and emerging product markets. 

7 Advanced Manufacturing 

Capabilities 

Operates state-of-the-art production facilities that ensure 

product quality, cost efficiency, and scalability. 

8 Sustainability 

Commitment 

Publicly committed to ambitious environmental and social 

goals, including net-zero carbon emissions and reduced 

plastic usage, and enhancing corporate responsibility. 

9 Strategic Partnerships 

and Alliances 

Engages in collaborations with technology firms, research 

institutions, and local partners to accelerate product 

development and market penetration. 

10 Experienced Leadership 

Team 

Guided by a management team with deep industry expertise 

and strategic vision to steer the company through evolving 

market challenges. 

 

Weaknesses: High operating costs, limited direct revenue: 

 

Table 4: Weaknesses of BAT 

S. No. 

  

Key Weaknesses Description 

1 High Operating Costs Complex manufacturing processes and compliance 

requirements increase operational expenses. 

2 Limited Direct Revenue 

from NGPs 

Next-generation products (NGPs) currently contribute a 

smaller share of revenue compared to combustible 

tobacco. 

3 Dependence on Combustible 

Tobacco 

Significant reliance on traditional tobacco products, 

which face declining demand and increased regulation. 

4 Regulatory Complexity Navigating varied and evolving regulations across 

global markets increases risk and compliance burden. 

5 Ethical and Public Health 

Criticism 

Ongoing controversies over health impacts affect BAT’s 

reputation and stakeholder trust. 

6 Slower Transition to 

Reduced-Risk Products 

Pace of innovation and market penetration in alternative 

products lags behind some competitors. 
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7 Litigation Exposure Vulnerability to lawsuits related to tobacco health 

effects and marketing practices. 

8 Product Portfolio 

Complexity 

Managing a broad and diverse product range 

complicates marketing, compliance, and supply chain 

operations. 

9 Limited Presence in Some 

Emerging Markets 

In certain regions, BAT faces challenges expanding its 

footprint compared to local competitors. 

10 Public Perception 

Challenges 

Negative societal perceptions about tobacco use can 

limit marketing opportunities and consumer acceptance. 

 

Opportunities: Healthcare, automation, enterprise AI: 

 

Table 5: Opportunities of DeepMind Technologies Limited 

S. No. 

  

Key Opportunities Description 

1 Growth in Reduced-Risk 

Products (RRP) 

Increasing consumer demand for vaping, heated 

tobacco, and oral nicotine products presents revenue 

diversification potential. 

2 Expansion in Emerging 

Markets 

Rising middle-class populations and changing lifestyles 

in emerging economies offer new market opportunities. 

3 Healthcare Industry 

Collaboration 

Partnerships with healthcare and research institutions to 

develop products with harm-reduction potential and 

enhance corporate responsibility. 

4 Adoption of Automation Leveraging automation and advanced manufacturing 

technologies to reduce costs, improve efficiency, and 

maintain quality. 

5 Enterprise AI Integration Utilizing AI-driven analytics and enterprise AI solutions 

for supply chain optimization, consumer insights, and 

marketing strategies. 

6 Digital Marketing and E-

commerce 

Expanding digital sales channels and personalized 

marketing to reach broader and younger audiences. 

7 Sustainability Initiatives Investing in sustainable practices and green 

technologies to meet regulatory demands and improve 

brand image. 

8 Strategic Partnerships and 

Acquisitions 

Forming alliances and acquiring innovative startups to 

accelerate product development and market penetration. 

9 Regulatory Reforms 

Favoring RRPs 

Potential easing of regulations in some markets for 

reduced-risk products creates growth opportunities. 

10 Diversification into Wellness 

Products 

Exploring adjacent sectors such as nicotine cessation 

aids and wellness-oriented products for long-term 

growth. 

 

Challenges of British American Tobacco (BAT): 

 

Table 6: Challenges of British American Tobacco (BAT) 

S. No. 

  

Key Challenges Description 

1 Increasing Regulatory 

Pressure 

Stricter tobacco control laws and regulations globally, 

including packaging, advertising, and product 

restrictions. 

2 Public Health and Ethical 

Concerns 

Growing societal pressure and negative public perception 

due to health risks associated with tobacco products. 
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3 Intense Competition Rising competition from both established tobacco firms 

and new entrants in reduced-risk product segments. 

4 Litigation Risks Exposure to legal challenges and lawsuits related to 

product safety and marketing practices. 

5 Rapid Technological 

Changes  

Keeping pace with innovations in product technology 

and digital transformation requires significant 

investment. 

6 Market Volatility and 

Economic Uncertainty 

Economic downturns and changing consumer spending 

habits can impact product demand and profitability. 

7 Supply Chain Disruptions Global trade tensions and logistical challenges can affect 

production and distribution efficiency. 

8 Shifts in Consumer 

Preferences 

Increasing demand for healthier lifestyles may reduce 

acceptance of tobacco and nicotine products. 

9 Environmental 

Sustainability 

Requirements 

Growing expectations and regulations on environmental 

impact, carbon footprint, and waste management. 

10 Global Pandemic and 

Health Crises Impact 

Events like COVID-19 disrupt supply chains, consumer 

behaviour, and regulatory focus, impacting business 

continuity. 

 

8.2. ABCD Analysis: 

ABCD Analysis (Advantages, Benefits, Constraints, Disadvantages) is a qualitative strategic evaluation 

framework that categorizes internal strengths, stakeholder gains, operational limitations, and potential 

risks to support informed decision-making in complex corporate contexts [124-156]). Its applicability 

to British American Tobacco (BAT) lies in its ability to systematically examine the interplay between 

innovation, ethics, and market dynamics. BAT’s advantages include its longstanding market presence 

and early strategic exploration of smokeless tobacco alternatives, dating back to the 1970s, which 

reflects its adaptability to regulatory and health-related pressures (Hurt et al. (2013) [157]). The benefits 

of its current strategy are evident in the diversification of its product portfolio, which includes vapour 

products, heated tobacco, and modern oral nicotine pouches. The company aims to achieve 50% of its 

revenues from smokeless products by 2035 (BAT (2024). [158]). However, constraints arise from 

stringent regulatory environments and criticisms that its corporate social responsibility (CSR) initiatives 

are more reputational tools than genuine public health measures (Fooks et al. (2011). [159]). The 

disadvantages extend to reputational vulnerabilities, as BAT’s stakeholder engagement strategies have 

faced scrutiny over transparency and perceived political influence (Malone (2010). [160]). By 

structuring these dimensions, the ABCD framework enables a holistic and nuanced assessment of 

BAT’s strategic positioning in balancing growth, ethical accountability, and regulatory compliance. 

Advantages of British American Tobacco’s Products: Strong brand portfolio, extensive global 

presence: 

 

Table 7: Advantages of British American Tobacco’s Products/Services (Stakeholder Perspective) 

S. No. 

  

Key Advantages Description 

1 Strong Global Brand 

Recognition 

BAT’s long-standing presence and consistent branding make 

it easily identifiable across global markets. 

2 Extensive Global 

Distribution Network 

Operates in over 180 markets, ensuring wide product 

availability and market penetration. 

3 Diversified Product 

Portfolio 

Offers a wide range of products, including traditional 

tobacco, reduced-risk products (RRPs), and nicotine 

alternatives. 

4 Financial Strength Strong revenue streams and profitability provide resilience 

and funding for innovation and expansion. 
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5 Continuous Innovation Investment in R&D supports product diversification, such as 

heated tobacco and vaping devices. 

6 Economies of Scale Large-scale operations reduce per-unit costs and improve 

competitive pricing. 

7 Regulatory Experience Extensive expertise in navigating complex global regulatory 

environments. 

8 Strong Supply Chain 

Management 

Efficient sourcing, manufacturing, and distribution processes 

ensure operational stability. 

9 Strategic Acquisitions History of acquiring and integrating complementary 

businesses to expand market share. 

10 Growing Presence in 

Reduced-Risk Products 

Increasing investment in alternatives to traditional tobacco 

aligns with changing consumer preferences. 

 

Perceived Benefits of BAT’s Products and Services: A Stakeholder Perspective 

 

Table 8: Benefits of BAT Products/Services from Stakeholders’ Perspective 

S. No.

  

Key Benefits  Description 

1 Societal Contributions BAT’s initiatives in sustainability, harm-reduction products, 

and community engagement support broader societal goals 

such as public health awareness, economic development, 

and social responsibility. 

2 Innovation in Health 

Science 

BAT invests in reduced-risk products (RRPs) and alternative 

nicotine delivery systems that aim to lower health risks 

compared to traditional tobacco products. 

3 Environmental 

Stewardship 

Efforts in energy saving, waste reduction, and sustainable 

sourcing contribute to environmental conservation. 

4 Economic Contributions BAT generates employment, supports local suppliers, and 

contributes to national economies through taxes and trade. 

5 Consumer Choice Provides a wide portfolio of products, including smoke-free 

and alternative products, giving consumers more control 

over health-related choices. 

6 Industry Leadership Sets benchmarks for quality, compliance, and innovation 

within the global tobacco industry. 

7 Research & Development 

Impact 

Investments in R&D foster advancements in science, 

technology, and product safety. 

8 Stakeholder Engagement Maintains transparent communication and collaboration 

with governments, regulators, NGOs, and investors. 

9 Sustainable Supply Chain Implements ethical sourcing, fair labor practices, and 

capacity building for suppliers. 

10 Corporate Social 

Responsibility (CSR) 

Undertakes CSR projects in education, environmental 

restoration, and community welfare. 

 

Constraints on British American Tobacco’s Products and Services: 

 

Table 9: Constraints of British American Tobacco’s Products and Services from a Stakeholder 

Perspective 

S. No. 

  

Key Constraints Description 

1 Health Risks Cigarette smoking and tobacco products are linked to 

serious health issues such as cancer, heart disease, and 

respiratory problems, creating strong opposition from health 

authorities and NGOs. 
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2 Regulatory Restrictions Strict government policies on advertising, packaging, and 

product display limit marketing flexibility and brand 

visibility. 

3 High Taxation Heavy excise duties and tobacco taxes raise product prices, 

potentially reducing consumption and profitability. 

4 Public Perception 

Challenges 

Growing social stigma and anti-smoking campaigns 

negatively impact the brand image and acceptance of 

products. 

5 Emerging Market 

Restrictions 

Some developing countries are implementing stricter laws, 

reducing growth potential in these markets. 

6 Supply Chain Risks Dependence on agricultural tobacco supply exposes the 

company to risks like crop failures, labor issues, and 

fluctuating raw material costs. 

7 Competition from 

Alternatives 

The rise of vaping, nicotine pouches, and herbal alternatives 

challenges BAT’s traditional product dominance. 

8 Litigation Risks Lawsuits from governments, health organizations, and 

consumers can lead to costly settlements and reputational 

damage. 

9 Environmental Impact 

Concerns 

Tobacco farming and manufacturing contribute to 

deforestation, pesticide use, and waste generation, drawing 

criticism from environmental groups. 

10 Youth Access Concerns Despite regulations, underage access to tobacco products 

remains a global concern, attracting stricter controls and 

reputational harm. 

 

Perceived Drawbacks of BAT’s Products and Services from a Stakeholder Perspective: 

 

Table 10: Disadvantages of BAT Products/Services from Stakeholders’ Perspective 

S. No. 

  

Key Disadvantages Description 

1 Health Risks to 

Consumers 

BAT’s core products, primarily tobacco and nicotine-based 

items, are directly associated with serious health issues such 

as cancer, respiratory illnesses, and cardiovascular diseases, 

leading to reduced consumer well-being. 

2 Youth Appeal and 

Addiction Concerns 

Critics argue that certain BAT products, including flavored 

variants and vaping devices, have the potential to appeal to 

younger demographics, raising ethical concerns about 

underage consumption. 

3 Regulatory and Legal 

Challenges 

The nature of BAT’s products often results in ongoing legal 

disputes, heavy taxation, and stringent regulations, which 

create operational uncertainty and potential reputational 

damage. 

4 Environmental Impact Manufacturing and disposal of tobacco products, including 

cigarette filters and packaging, contribute to environmental 

degradation through waste generation and non-

biodegradable materials. 

5 Ethical Reputation Risks Stakeholders often question the morality of profiting from 

addictive and harmful products, which can tarnish BAT’s 

corporate image and limit its acceptance in ESG-focused 

investment portfolios. 

6 Market Decline in 

Traditional Tobacco 

Shifts in consumer preferences toward healthier lifestyles 

and nicotine-free alternatives are reducing the demand for 

conventional tobacco products, impacting long-term 

profitability. 
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7 Supply Chain Criticism Allegations of unfair labor practices, exploitation in tobacco 

farming, and insufficient supply chain transparency may 

create social backlash and regulatory pressure. 

8 Product Diversification 

Limitations 

While BAT is investing in “reduced-risk” products, critics 

believe the diversification is slow, and the company remains 

heavily dependent on traditional tobacco for revenue. 

9 Potential for Litigation 

Costs 

BAT faces continuous risk of lawsuits from governments, 

health organizations, and individuals, leading to substantial 

legal expenses and financial liabilities. 

10 Investor ESG Concerns Ethical investors and funds focused on sustainability often 

avoid companies involved in tobacco, limiting BAT’s access 

to certain capital markets and partnerships. 

 

8.3. Financial Analysis: 

Financial analysis is essential for evaluating the operational health, performance, and sustainability of 

corporations by scrutinizing key financial statements—such as the income statement, balance sheet, and 

cash flow statement—and calculating vital ratios like liquidity, profitability, and leverage (Brigham & 

Ehrhardt (2014), [161]). In the case of British American Tobacco (BAT), such analysis reveals its ability 

to generate substantial cash flow: in the first half of 2025, BAT delivered net operating cash flow of 

approximately £7.9 billion and maintained free cash flow before dividends at £1,234 million, reflecting 

over 90% cash conversion efficiency (British American Tobacco (2025). [162]). Healthy liquidity and 

control over leverage are evident, with BAT sustaining an adjusted net debt to EBITDA ratio within the 

2.4–2.6× target range and securing average debt maturities of nearly 9.5 years (British American 

Tobacco (2024). [163]). Despite headwinds such as a £6.2 billion legal provision announced in 2024, 

the company has achieved mid-single-digit growth in both revenue and adjusted operating profit, 

demonstrating resilience in volatile markets (Reuters (2025). [164]). Furthermore, BAT’s consistent 

dividend yield—hovering around 7–9%—combined with disciplined capital allocation through share 

buybacks and debt reduction, highlights its strategic balance between rewarding shareholders and 

driving long-term transformation (Reuters (2024). [165]). 

 

8.3.1 Funding patterns:  

Funding & Financial Support Overview: 

(1) Equity Financing & Shareholder Contributions: 

BAT’s primary funding source remains shareholder equity, supported by retained earnings from strong 

operating cash flows. The company has maintained a consistent dividend payout policy while 

reinvesting profits into product innovation and market expansion, balancing shareholder returns with 

long-term growth. 

(2) Debt Financing via Bond Issuances: 

BAT regularly accesses global capital markets through multi-currency bond issuances. In 2024, the 

company refinanced part of its existing debt through €1.5 billion in Eurobonds and US$2 billion in 

corporate bonds, extending its average debt maturity to approximately 9.5 years. 

(3) Syndicated Loan Facilities & Revolving Credit: 

The company maintains committed revolving credit facilities from a consortium of international banks, 

ensuring liquidity buffers for working capital and strategic acquisitions. As of 2025, the facility size 

exceeded £3 billion, with minimal drawdowns thanks to strong cash generation. 

(4) Strategic Asset Sales & Portfolio Rebalancing: 

BAT occasionally divests non-core assets to strengthen its balance sheet. In 2023, it completed the sale 

of certain regional manufacturing plants and surplus real estate, freeing capital for investments in 

reduced-risk product lines. 

(5) Internal Reinvestment in Reduced-Risk Products (RRPs): 

Significant internal funding is allocated toward RRPs such as Vuse, glo, and Velo. In 2024 alone, BAT 

invested over £1 billion in R&D, marketing, and scaling these product categories, financed entirely 

from operating cash flows. 

 

Table 11: Summary of Funding Dynamics: 
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Year Funding Source & Use 

2019 Issued US$3.5 billion in notes to refinance upcoming maturities and support general 

operations 

2020 Signed a £6 billion multicurrency revolving credit facility with a syndicate of 21 

banks, transitioning from LIBOR to SONIA/SOFR benchmarks 

2024-25 Maintains access to a committed £5.2 billion syndicated revolving credit facility, 

primarily for liquidity purposes 

Source: https://www.bat.com/ 

 

Thus, over the last five years, British American Tobacco’s funding model has combined strong internal 

cash generation with strategic use of debt financing—through multi-currency bonds, syndicated loans, 

and revolving credit facilities—to maintain liquidity, extend debt maturities, and invest heavily in 

Reduced-Risk Products (RRPs). This pattern reflects BAT’s focus on balancing shareholder returns 

with long-term transformation, ensuring resilience against regulatory and market pressures while 

sustaining innovation and market leadership. 

 

8.3.2 Revenue vs. Cost Structure – British American Tobacco (BAT): 

Revenue Growth Driven by Core and Next-Generation Products 

 2021: BAT’s revenue, primarily from cigarette sales and next-generation products (NGPs), was 

approximately £25.8 B, up from £25.3 B in 2020, reflecting modest growth in mature markets 

and strong performance in emerging markets. 

 2022→2023: Revenue continued to increase, rising from £26.1 B (2022) to £27.5 B (2023), an 

increase of £1.4 B, driven by premium product pricing and NGP adoption. 

 2023 full-year performance: The company maintained strong global market share, with 

growth in Asia-Pacific and Africa compensating for declines in some European markets. 

Expense Structure: Manufacturing, Marketing & Compliance 

 Operating costs: COGS, including raw materials (tobacco, paper, filters), manufacturing, and 

logistics, accounted for a major portion of expenses. Total costs increased in line with revenue. 

 Staff & Administrative Costs: Administrative expenses, including staff costs, rose 

moderately, reflecting global operations and regulatory compliance requirements. For example, 

staff and administrative costs increased from £4.2 B in 2021 to £4.5 B in 2023. 

 Regulatory & Marketing Costs: Elevated expenditure on excise taxes, health compliance, and 

selective marketing campaigns contributed to the overall cost structure, especially in markets 

with strict advertising laws. 

Profitability & Balance Sheet Highlights 

 Operating Profit: Despite high operating costs, BAT maintained a healthy operating profit. 

Pre-tax profit was £9.8 B in 2021 and approximately £10.2 B in 2023. 

 Net Income: Recorded at £7.7 B in 2021 and £8.0 B in 2023, reflecting strong pricing 

strategies, brand equity, and cost management. 

 Assets: Total assets expanded from £35 B in 2021 to £37 B in 2023, with investments in 

production facilities, R&D for NGPs, and strategic acquisitions contributing to asset growth. 

 

Table 12: Revenue vs. Cost Structure Summary 

Category 2021 2023 

Revenue £25.8 B (Cigarettes + NGPs) £27.5 B (Cigarettes + NGPs) 

Admin & Staff Expenses £4.2 B £4.5 B 

Operating Profit £9.8 B £10.2 B 

Regulatory & Marketing Costs £3.6 B £3.8 B 

Source: BAT Annual Reports 2021–2023 

 

Interpretation: 

1. Revenue-driven by product portfolio: BAT’s income depends heavily on cigarette sales and 

a growing contribution from NGPs. 

2. Expense growth tracks revenue expansion: Increased production, regulatory compliance, 

and marketing investments mirror the company’s global expansion strategy. 

https://www.bat.com/
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3. Strategic profitability: BAT sustains strong operating margins (~35–37%) despite regulatory 

pressures and rising costs, showcasing effective cost management and brand strength. 

 

Insights & Outlook: 

 Sustaining profitability relies on balancing premium pricing, emerging market expansion, 

and NGP adoption with escalating regulatory and operational costs. 

 Taxation, anti-smoking regulations, and litigation risks will continue to pressure margins, 

particularly in mature markets. 

 Investment in next-generation products is key to long-term revenue growth and strategic 

resilience, ensuring BAT adapts to changing consumer preferences and regulatory landscapes. 

 

8.4 Technological Strategy Analysis – British American Tobacco (BAT): 

(i) About Technological Strategy Analysis: 

Technological Strategy Analysis involves evaluating how an organization leverages technology to 

enhance its competitiveness, operational efficiency, product innovation, and long-term growth. For 

British American Tobacco (BAT), a leading global tobacco company, the technological strategy 

focuses on integrating advanced manufacturing, digitalization, and next-generation product 

development to maintain market leadership, comply with regulatory requirements, and respond to 

shifting consumer preferences. Unlike pure research-driven firms, BAT balances innovation with 

commercialization, emphasizing both profitability and product diversification while managing ethical 

and regulatory considerations. 

 

(ii) Core Innovation Domains: 

BAT’s technological strategy revolves around five major innovation domains: 

(1) Next-Generation Products (NGPs): 
o Development of reduced-risk products, including vaping devices (Vype/Vuse), heated 

tobacco products (glo), and nicotine pouches. 

o Focused on offering alternatives to traditional cigarettes while meeting evolving 

regulatory and consumer demand. 

(2) Advanced Manufacturing & Automation: 
o Implementation of Industry 4.0 technologies in production lines. 

o Robotics, process automation, and predictive maintenance enhance efficiency, reduce 

waste, and ensure consistent product quality. 

(3) Digital Transformation & Analytics: 
o Use of big data, AI, and predictive analytics for supply chain optimization, demand 

forecasting, and consumer insights. 

o Digital platforms for marketing, retailer engagement, and consumer research 

strengthen operational and commercial decisions. 

(4) Sustainability & Environmental Technology: 
o Innovations in energy efficiency, waste reduction, and sustainable sourcing of tobacco 

leaves. 

o Development of eco-friendly packaging and adherence to environmental compliance 

standards. 

(5) Regulatory Compliance & Product Safety: 
o Technology-driven monitoring systems ensure adherence to global tobacco 

regulations. 

o Digital traceability of products, quality control sensors, and chemical analysis 

technology maintains safety and compliance. 

 

(iii) Use of Technology in Production, R&D, and Ethics: 

(1) Production & Automation: 
o BAT employs automated lines for cigarette and NGP production, reducing errors and 

improving consistency. 

o Predictive maintenance and IoT-based monitoring lower downtime and optimize 

resource utilization. 
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(2) Research & Development (R&D): 
o Focus on product innovation for reduced-risk tobacco alternatives. 

o Research teams use sensory analytics, chemical profiling, and consumer testing to 

refine NGPs. 

o Collaboration with universities and technology partners accelerates innovation. 

(3) Ethics & Compliance Units: 
o BAT’s Responsible Innovation and Ethics teams ensure that product development 

complies with health regulations and ethical marketing standards. 

o Data-driven monitoring systems detect potential deviations from regulatory guidelines. 

 

(iv) R&D Orientation vs Productization: 

BAT balances R&D investment with immediate product commercialization, unlike DeepMind’s 

research-first approach: 

(1) R&D Orientation: 
o Approximately 10–15% of revenue is invested in research and innovation, mainly 

focused on NGP development, manufacturing efficiency, and sustainability. 

o Continuous improvement in tobacco chemistry and device engineering supports long-

term product competitiveness. 

(2) Productization: 
o Unlike AI research labs, BAT’s innovations are rapidly commercialized globally. 

o NGPs are rolled out in multiple markets within months of development. 

o Integration of digital tools into retail, marketing, and production ensures immediate 

revenue capture. 

o  

Thus, BAT’s technological strategy is characterized by its commitment to product innovation, 

operational excellence, and regulatory compliance. Its leadership in next-generation products, digital 

manufacturing, and sustainability initiatives positions it at the forefront of the tobacco industry’s 

transformation. Unlike research-first organizations, BAT’s model balances R&D with rapid product 

commercialization—ensuring that technological advancements translate into market-ready offerings. 

This approach allows BAT to sustain profitability, maintain brand leadership, and adapt responsibly to 

evolving consumer preferences and regulatory landscapes—making it not just a tobacco company, but 

a technology-driven consumer products innovator shaping the future of reduced-risk alternatives. 

 

8.5 Marketing Analysis – British American Tobacco (BAT): 

(i) About Marketing Analysis: 

Marketing analysis involves systematically studying market conditions, competitor positioning, 

customer segments, and promotional tactics to evaluate how a company creates, communicates, and 

delivers value. For consumer goods companies like British American Tobacco (BAT), marketing 

analysis not only examines product positioning and advertising effectiveness but also focuses on 

regulatory compliance, social responsibility, and evolving consumer preferences. In heavily regulated 

industries such as tobacco, marketing strategies must align with legal frameworks while differentiating 

products, maintaining brand equity, and addressing public health concerns. BAT’s marketing analysis 

evaluates how effectively the company reaches its global customer base, manages multi-channel 

promotion, and drives adoption of both traditional cigarettes and next-generation products (NGPs) in 

diverse markets (Savell et al (2014). [166]). 

 

(ii) Analysis of Marketing Strategy of British American Tobacco: 

BAT employs a market-driven, brand-focused, and regulatory-compliant marketing strategy. Its 

products range from traditional cigarettes to NGPs such as vaping devices, heated tobacco products, 

and nicotine pouches. The company’s marketing approach is structured around the following key 

elements: 

(1) Brand Portfolio and Positioning: 
o BAT maintains a strong portfolio of global brands (Dunhill, Lucky Strike, Pall Mall) 

and regional favorites. 
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o Marketing emphasizes brand heritage, quality, and premium positioning in mature 

markets while promoting NGPs as modern, reduced-risk alternatives. 

(2) Consumer Segmentation and Targeting: 
o Segments are based on demographics, consumption habits, and regulatory restrictions. 

o Marketing efforts for NGPs focus on health-conscious adult consumers seeking 

alternatives to combustible tobacco. 

(3) Regulatory-Compliant Promotions: 
o Advertising and promotions adhere strictly to country-specific regulations, including 

restrictions on public advertising and point-of-sale displays. 

o Digital marketing, in-store promotions, and adult-only campaigns are optimized within 

legal frameworks. 

(4) Next-Generation Products (NGP) Marketing: 
o BAT uses educational campaigns, experiential marketing, and social media 

engagement to highlight benefits of reduced-risk products. 

o Partnerships with retailers, e-commerce platforms, and subscription services facilitate 

consumer adoption. 

(5) Sustainability and Corporate Responsibility: 
o BAT communicates initiatives in sustainability, responsible marketing, and harm 

reduction to strengthen brand trust. 

o Transparency reports, ESG disclosures, and community programs enhance stakeholder 

perception. 

(6) Global Market Adaptation: 
o Marketing strategies are localized to reflect cultural preferences, market maturity, and 

legal environments. 

o Emerging markets focus on accessibility and affordability, while developed markets 

prioritize premium and NGP offerings. 

 

8.6 Human Resource Management – British American Tobacco (BAT): 

(i) About Human Resource Management Analysis: 

Human Resource Management (HRM) analysis involves strategically evaluating a company’s 

workforce planning, recruitment, development, motivation, retention, and alignment of human capital 

with organizational objectives. In large multinational consumer goods companies such as BAT, HRM 

plays a key role in ensuring operational efficiency, regulatory compliance, talent retention, and 

innovation in product development. Effective HRM contributes directly to organizational performance 

by developing skilled leadership, enhancing employee engagement, and promoting a culture of 

accountability and responsibility (Snell et al. (2015). [167]). 

In highly regulated industries like tobacco, HRM also intersects with ethical, legal, and social 

considerations, as workforce practices must align with compliance requirements, responsible 

marketing, and public health expectations. This includes diversity, inclusion, training for regulatory 

adherence, and employee well-being to manage global teams across multiple geographies (Bratton & 

Gold, 2017). [168]. 

 

(ii) Analysis of Human Resources Management Strategy of British American Tobacco: 

BAT employs a strategically structured and performance-oriented HRM strategy focused on global 

talent management, operational efficiency, and leadership development. Recruitment targets 

experienced professionals across manufacturing, supply chain, marketing, R&D, and regulatory 

functions, while graduate and management trainee programs ensure a pipeline of future leaders. 

Training initiatives enhance employee skills in product innovation, compliance, and technology 

adoption, aligning workforce capabilities with organizational objectives. 

To foster employee engagement and motivation, BAT implements comprehensive performance 

management systems, incentive schemes, and structured career progression frameworks. Recognition 

programs and targeted learning modules improve productivity, loyalty, and workplace satisfaction. 

Operating across more than 180 markets, BAT standardizes HR policies to comply with local labour 

laws and cultural norms, while cross-border training, expatriate management, and regional leadership 

development programs strengthen global integration. Ethical alignment and compliance training are 
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central, reinforcing adherence to advertising restrictions, health regulations, and responsible marketing 

practices. 

BAT also emphasizes innovation, interdisciplinary collaboration, and employee well-being. HR 

supports cross-functional R&D and next-generation product teams, encouraging collaboration between 

scientists, engineers, and marketing specialists. Leadership programs cultivate strategic thinking, 

problem-solving, and sustainability-focused innovation. Diversity, inclusion, health initiatives, and 

flexible work arrangements promote a safe and positive work environment, helping retain skilled talent 

in competitive markets while supporting the company’s long-term strategic objectives. 

9. EMERGING ISSUES & STRATEGIES : 

Emerging Issues and Corresponding Strategies – British American Tobacco (BAT): 

(1) Issue: Regulatory and Health-Related Pressures: 

As a global tobacco company, BAT faces increasing regulatory scrutiny, public health campaigns, and 

taxation pressures that threaten traditional cigarette sales and brand reputation. 

Strategy: 
BAT should continue investing in next-generation products (NGPs) such as vaping devices, heated 

tobacco products, and nicotine pouches as reduced-risk alternatives. Additionally, the company should 

strengthen compliance teams, engage proactively with regulators, and implement transparent reporting 

on product safety and health impacts to build stakeholder trust. 

(2) Issue: Declining Traditional Tobacco Demand: 

Shifts in consumer behavior, including health-conscious lifestyles and reduced cigarette consumption, 

are eroding BAT’s core market. 

Strategy: 
Accelerate R&D and commercialization of NGPs while expanding marketing initiatives targeting adult 

consumers seeking alternatives. BAT can leverage global digital platforms, retail partnerships, and 

educational campaigns to drive adoption of reduced-risk products and diversify revenue streams. 

(3) Issue: Reputation and Ethical Concerns: 

BAT operates in an industry often criticized for ethical issues related to public health and youth 

exposure. Negative perceptions can affect investor confidence, stakeholder relationships, and market 

access. 

Strategy: 
Implement stronger corporate social responsibility (CSR) programs, sustainability initiatives, and 

responsible marketing campaigns. BAT should engage in transparent reporting, support harm reduction 

research, and actively participate in public health discussions to enhance ethical credibility. 

(4) Issue: Talent Management and Innovation Capability: 

Maintaining a skilled workforce across R&D, marketing, regulatory compliance, and global operations 

is critical for sustaining innovation and operational excellence. 

Strategy: 
Enhance HR programs focused on talent development, leadership pipelines, diversity, and retention. 

Encourage cross-functional collaboration in product innovation, provide competitive incentives, and 

invest in training programs to equip employees with skills for next-generation product development and 

digital transformation initiatives. 

10. COMPARISON OF THE PERFORMANCE WITH COMPETITORS : 

British American Tobacco (BAT) is one of the world’s largest multinational tobacco companies, 

operating in over 180 markets. Over the last five years, BAT’s performance has been compared with 

leading competitors such as Philip Morris International (PMI), Japan Tobacco International (JTI), and 

Imperial Brands, considering financial performance, product innovation, market share, regulatory 

compliance, and ethical governance. This section evaluates BAT’s relative standing in these 

dimensions. 

 

(1) Financial Performance: 

Between 2019 and 2024, BAT has maintained steady revenue streams, supported by both traditional 

cigarettes and an increasing contribution from next-generation products (NGPs) like vaping devices, 

heated tobacco products, and nicotine pouches. While PMI has often outperformed BAT in terms of net 
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profit margins and rapid growth in NGP sales, BAT has sustained consistent earnings through 

operational efficiency and strong brand portfolios. Imperial Brands and JTI have smaller global 

footprints, giving BAT a competitive advantage in scale and market diversification. 

 

(2) Product Innovation and Market Share: 

BAT has focused on innovation in reduced-risk products to address declining cigarette demand and 

shifting consumer preferences. Its NGP initiatives, including Vuse and glo, have gained traction in 

several key markets. Compared to PMI’s IQOS and JTI’s Ploom, BAT has achieved moderate adoption 

rates but has been slower in aggressively scaling new products globally. However, BAT’s investments 

in R&D, regulatory science, and consumer insights reflect a systematic approach to innovation while 

maintaining its core tobacco portfolio. 

 

(3) Regulatory Compliance and Ethical Practices: 

BAT operates in a highly regulated industry and emphasizes ethical governance, transparency, and 

compliance with advertising restrictions, health regulations, and tax policies. While all major 

competitors adhere to strict regulatory frameworks, BAT’s proactive CSR programs, sustainability 

initiatives, and public reporting enhance its credibility. Philip Morris has faced more scrutiny over 

aggressive marketing in certain regions, whereas BAT’s compliance-focused strategy mitigates 

reputational risk while supporting harm-reduction initiatives. 

 

(4) Strategic Positioning and Industry Influence: 

BAT leverages its global scale, diversified product portfolio, and extensive distribution networks to 

maintain market leadership. While competitors like PMI focus heavily on rapid commercialization of 

NGPs, BAT emphasizes operational efficiency, measured growth, and responsible product rollout. Its 

sustainability and harm-reduction commitments differentiate BAT from peers, even as the company 

navigates ethical concerns inherent in the tobacco sector. 

 

In summary, BAT demonstrates strong financial stability, a balanced innovation pipeline, and high 

ethical compliance relative to competitors. While it may lag slightly behind PMI in aggressive NGP 

commercialization, BAT maintains a robust global footprint, responsible marketing practices, and long-

term strategic positioning. Its performance reflects a cautious but sustainable growth approach, 

balancing shareholder returns, regulatory adherence, and societal expectations. 

11. SUGGESTIONS BASED ON THE STUDY :  

(1) Strengthen Next-Generation Product (NGP) Innovation and Market Adoption: 

BAT should accelerate research and development of reduced-risk products, such as vaping devices, 

heated tobacco products, and nicotine pouches, to respond to declining traditional cigarette demand. 

Innovation should be guided by consumer insights, scientific evidence, and regulatory requirements to 

ensure safety, efficacy, and market relevance. Alongside product development, BAT should implement 

targeted marketing strategies aimed at adult consumers, leveraging digital platforms, retail partnerships, 

and educational campaigns. This dual focus on innovation and market adoption will help diversify 

revenue streams, increase adoption of NGPs, and position BAT as a forward-looking, responsible player 

in the global tobacco industry. 

(2) Enhance Regulatory Compliance and Ethical Practices:  

BAT should strengthen compliance programs and employee training to ensure adherence to advertising, 

health, and taxation regulations across all markets. A transparent reporting framework for product 

safety, sustainability, and harm-reduction initiatives can reinforce stakeholder trust. Proactive 

engagement with regulators and public health authorities will help BAT anticipate changes, mitigate 

risks, and demonstrate its commitment to ethical business practices, enhancing its long-term reputation. 

(3) Diversify Global Market Presence and Strategic Partnerships: 
BAT should explore strategic alliances with healthcare, wellness, and harm-reduction organizations to 

co-develop innovative products and share expertise. Participation in cross-industry forums and public 

health initiatives can enhance credibility and align the company with evolving global regulations. 

Expanding presence in emerging markets while leveraging partnerships will help BAT capture new 

growth opportunities and strengthen its competitive position worldwide. 
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(4) Strengthen Talent Management and Innovation Capability: 
BAT should invest in employee development programs, leadership pipelines, and cross-functional 

collaboration to drive innovation and operational excellence. Offering flexible work arrangements, 

professional growth opportunities, and diversity initiatives will help retain top talent. Strengthening the 

workforce in this way ensures the company remains competitive in developing next-generation products 

and adapting to evolving market and regulatory demands. 

(5) Enhance Consumer Engagement and Public Trust: 

BAT should develop clear communication channels to educate consumers about reduced-risk products, 

responsible usage, and harm-reduction science. Public awareness campaigns and pilot programs can 

gather feedback on product usability and ethical alignment before large-scale rollout. These efforts will 

strengthen transparency, foster trust, and support the company’s long-term reputation and market 

acceptance. 

 

These strategies aim to balance business growth, ethical responsibility, and regulatory compliance, 

helping BAT maintain a competitive edge while advancing harm-reduction initiatives and strengthening 

stakeholder trust across global markets. 

12. CONCLUSIONS : 

(1) Summary of Key Findings: 

British American Tobacco (BAT) is a leading multinational tobacco company with a strong global 

presence and steady financial performance. The company has successfully balanced traditional cigarette 

sales with investments in next-generation products (NGPs) such as vaping devices, heated tobacco, and 

nicotine pouches. BAT’s strategic emphasis on operational efficiency, regulatory compliance, and 

responsible marketing distinguishes it from competitors. However, challenges remain, including 

declining demand for traditional products, increasing regulatory pressures, and the need to accelerate 

innovation and adoption of reduced-risk products. 

(2) Value Of BAT as a Case Study in Innovation and Ethical Management: 

British American Tobacco exemplifies how a legacy company in a highly regulated and socially 

sensitive industry can balance innovation, ethical responsibility, and business performance. Its 

investments in next-generation products, harm-reduction initiatives, and corporate social responsibility 

demonstrate how strategic innovation can align with societal expectations. BAT’s approach to 

regulatory compliance, responsible marketing, and global operations provides valuable lessons for 

industry leaders, policymakers, and researchers on managing transformation while maintaining ethical 

standards and stakeholder trust. 

(3) Final Reflections on Sustainable Growth and Responsible Leadership: 

In a landscape of increasing public health awareness and regulatory scrutiny, BAT’s focus on next-

generation products, ethical practices, and transparent reporting demonstrates a commitment to 

sustainable growth. Strategic talent management, cross-functional collaboration, and partnerships in 

harm-reduction initiatives are key to maintaining competitiveness and innovation. Moving forward, 

BAT’s long-term success will depend on its ability to drive reduced-risk product adoption, expand 

global market presence, and uphold ethical and regulatory standards, ensuring trust among stakeholders 

and responsible leadership in a socially sensitive industry. 
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