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Terminology 

• Reduced Risk Products 

• Electronic nicotine 
delivery systems and 
electronic non-nicotine 
delivery systems 
(ENDS/ENNDS) 

• “e-cigarettes” 

PMI 2016 



Overview 

• examining strategic issues arising from industry engagement in harm 
reduction (& particularly investments in e-cigarettes) 

• review of key acquisitions and initiatives 

• undermining tobacco control policy & practice? 

- common ground with public health? 

- exploiting subsequent divisions 

- promoting industry rehabilitation & engagement in policymaking 

• Appraising strategic significance for tobacco control 





http://www.goldmansachs.com/s/2013annualreport/assets/downloads/GMS015_07_CreativeDestruction.pdf 

http://www.goldmansachs.com/s/2013annualreport/assets/downloads/GMS015_07_CreativeDestruction.pdf


Is this the tobacco industry’s 
“Kodak moment”? 

“The staid tobacco industry is beginning to wonder if it is 
reaching … its version of the point at which the world’s 
leading maker of camera film realised that consumers had 
gone digital, and it was too late to chase them. To avoid 
that fate the tobacco firms are beginning to appropriate 
(e-cigarettes)…  

Whichever way consumers and regulators jump, the 
tobacco giants intend, unlike Kodak, to have a product to 
peddle” 

28th September 

2013 



Clive Bates: “The tobacco industry's belated move into 
e-cigarettes is not so much a response to public health 
policy but arises from fear that they will be left standing 
as their market is eroded and then destroyed by e-
cigarettes. This move should be welcomed, not 
spurned” http://www.bmj.com/content/347/bmj.f5780?page=1&tab=responses 

 

Gerry Stimson identifies the “need to create a situation 
in which there are incentives for tobacco companies to 
gradually become nicotine companies…that their long-
term profits are going to be in other products than 
cigarettes.” (cited: PMI 2015).  

 

A welcome move towards exit? 





http://www.tobaccotactics.org/index.php/E-cigarettes 

Late 60s: 

Nicorette & 

snus 

 

 
Elam 2015 



Industry investments: increasingly diverse 

• Focused on 1st generation cig-a-likes:  

- targeting those that closely mimic core products 
& least likely to aid cessation? Torjesen 2015 

• Becoming more complex: Vivid Vapours e-liquid 
brand acquired by PMI, Blu expanding via e-
liquid portfolio (Euromonitor 2015a).  

• Heat-not-burn technology: Marlboro iQOS 
Heatsticks (Geller 2014). 

• End of snus: July 2015 PMI dissolved its JV with 
Swedish Match 

Vivid vapours & IQOS, both PMI 



Remarkable growth of e-cigarette market 

• fastest-growing product in British supermarkets in 2014, with sales across 
large grocers up by 49.5% (Smithers 2014) 

• category worth only £25m in 2011; overall sales of £459m in 2014 

• changing consumer preferences; cig-a-likes displaced by tank systems and 
e-liquids, value growth of 110% & 145% in 2014 (Euromonitor 2015d).  

• UK now world’s 2nd largest market for vaping products (Davidson 2015) 

• global sales of $US6.5 billion now dramatically outstrip declining 
international market for NRT (US$2.4 billion) 

• equivalent to the world’s twentieth largest cigarette market (Euromonitor 2015b). 



Fluid context 

• Difficult to interpret 

• Major strategic uncertainty across multiple spheres: 

- changing regulatory context 

- fragmentation 

- absence of dominant brands 

- ongoing innovation 

- shifting consumer preferences. 

• Global market for vaping products to reach US$50bn by 2030 

    (though still expected to be a fraction of overall tobacco market) 
(Euromonitor 2015).  

 



“a dynamic international 

business specialising in tobacco 

and non-tobacco brands” 

“Our name has changed but our 

focus remains exactly the same: 

maximising opportunities for our 

brands and generating sustainable 

returns for our shareholders.” 



Long terms ambitions complementing 
public health goals? 

Products that are scientifically proven to significantly reduce the risks of 
smoking are a fundamental complement to the regulatory efforts to 
reduce smoking prevalence. Based on the [WHO’s] own projections, there 
will be more than one billion smokers by the year 2025. Today, for the first 
time in history, we have products that have the potential to significantly 
and rapidly improve their health trajectories. Our stated ambition is to 
convince all current adult smokers that intend to continue smoking to 
switch to RRPs as soon as possible, but we cannot achieve this mammoth 
task on our own. 

- André Calantzopoulos, CEO, CAGNY Conference, 17 Feb 2016 



Undermining tobacco control: 
challenge to policy & practice 

• distinctive model of health governance 

• centres on recognition of a fundamental conflict of 

interest 

• no scope for collaboration, voluntary regulation or 

corporate social responsibility (CSR) programmes 

•  WHO FCTC, Art. 5.3: “in setting and implementing 

their public health policies ….. Parties shall act to 

protect these policies from commercial and other 

vested interests of the tobacco industry” 

 



Tobacco control: Policy context uniquely shaped by 
recognition of conflicting interests 

• Partnership precluded 

• Interactions minimised & 
‘regulated’ 

• Voluntary regulation recognised as 
inadequate & inappropriate 

• Industry positions instinctively 
questioned 

• Research funding relationships 
rejected 

• Disinvestment campaigns 
 

 

• Open political support 
problematic 

• Conflict of interest procedures 
comparatively well-developed 

• Political will to regulate  

• Distinctive approaches to 
regulation legitimised, not seen 
as ‘anti-business’ 

• Easier for health objectives to 
prevail over other goals ? 

• Industry: political isolation & 
marginalisation from policy elites 



Divide & rule? 

• Opportunities to advance longstanding 

ambition 

• Aim to identifying common ground with 

parts of public health 

• to generate division 

• Philip Morris’ ‘Project Sunrise’ mid-90s: 

- to “enhance our credibility”  

- linking with “moderate” tobacco control 

organisations 

- youth access legislation 
McDaniel et al 2006 

 

Project Sunrise 
http://www.tobaccotactics.org/index.php/Project_Sunrise 



Dual opportunity of harm reduction 

• Industry interest increased following 2001 IoM 
report ‘Clearing the Smoke’ 

• Identified a dual opportunity: 

1. (re-)establish dialogue with and access to 
policymakers, scientists & public health groups 

2. secure reputational benefits via emerging CSR 
agenda. 

Peeters S, Gilmore AB (2013).  



Imperial Tobacco: Liberating the NHS? 



Harm reduction: Blurring the divide between 
tobacco & pharmaceutical industries 



Overcoming isolation: health professionals 



Overcoming isolation: pharmacy, TV screens 



Re-building links: Appointment 

• BAT appointed Dr Richard Tubb to their Board 
in January 2013 

- ex-Physician to President of the United,  ex-
director White House Medical Unit 

- “a prominent and well respected expert in the 
field of tobacco harm reduction” whose 
appointment “further demonstrates our 
commitment to putting science at the heart of 
our business” 

BAT News Release, 29/01/13 

 
 

 



Re-building links: Endorsement 

• 2013 sustainability focus report on harm 
reduction 

• depicts BAT as potential partner in a public 
health revolution 

• Endorsed by Dr Delon Human, global health 
consultant & ex-head International Food and 
Beverage Alliance 

• claims BAT has  expertise and public 
commitment to harm reduction to suggest 
“BAT could become part of the solution to 
addressing the epidemic of tobacco-related 
disease.” 



Common ground with public health? 
Cherry picking quotes 



E-cigarette debate as an ideological contest? 

• Philip Morris’s Project Sunrise: 

• recognised unity as a key 
strength of tobacco control 

• promoting division critical to 
combating its success 

• aimed to exploit latent tensions 
between “moderates” and 
“prohibitionists” 

• strong contemporary echoes in e-
cigarette debate 

• depiction of competing wings: 

- “pragmatists” favour harm 
reduction approaches 

- opposed by “idealists” (Gornall 2015) 

or “zealots” (Hayek 2014)  

 



Case studies in chaos: 
(i) “Duelling letters” Gartner & Malone 2014 



National debates displacing global health priorities? 



“Sensible regulation” revisited 

http://www.bat.com/harmreduction 



(ii) “95% less harmful” & conflict of interest 

• Based on study to develop a multicriteria decision analysis model 

• Some participants had accepted funding from e-cigarette manufacturers 

• Sponsors of study included: 

(i) EuroSwiss Health: chief executive Delon Human; funded by BAT for book on harm 

reduction 

(ii) Lega Itliana Anti Fumo: chief scientific adviser received funding from e-cigarette 

manufacturer and from PMI 

 
McKee and Capewell 2015 



Irrelevance of Interests? 

4. McKee and Capewell allude to serious methodological flaws in many 
studies of electronic cigarettes, and conflicts of interest among a 
proportion of authors involved in generating this evidence. However the 
reality is that all evidence has imperfections, and the job of the scientist is 
to make the best interpretation of what is available. This is what PHE has 
tried to do. It is true that many people researching electronic cigarettes 
have been funded by electronic cigarette companies to study their 
products, but this does not necessarily represent a conflict of interest: 
doing contract work for companies doesn’t invariably turn decent people 
into liars. 

- John Britton, director, UK Centre for Tobacco and Alcohol Studies 

http://www.bmj.com/content/351/bmj.h4863/rr-0   

 

 

http://www.bmj.com/content/351/bmj.h4863/rr-0
http://www.bmj.com/content/351/bmj.h4863/rr-0
http://www.bmj.com/content/351/bmj.h4863/rr-0
http://www.bmj.com/content/351/bmj.h4863/rr-0


 

Linked to the tobacco or alcohol industry - our research is 

conducted without industry funding or influence. 

 

A lobbying group, but we do have close links with advocacy 

organisations and will assist them where appropriate 



Wheaton K, BAT: Leading in Next Generation Products, Investor Day, 

September 2015 



Historical precedent: Nicorette 

Int J Drug Policy (2015) 26; 536-542 



Creative destruction (or appropriation)? 

Int J Drug Policy (2015) 26; 536-542 



PMI: “ambition” vs intention 

Our business fundamentals are in excellent shape. Cigarette 
industry volume trends have been improving. We have a broad and 
balanced geographic footprint. We have good market share growth 
momentum in almost all key markets, driven by our superior brand 
portfolio, led by the only truly global tobacco brand, Marlboro.  



RRPs & BAT strategy: Continuity & growth 

www.bat.com/review2013  

Nicandro Durante, Chief 

Executive, 

British American Tobacco 

http://www.bat.com/review2013


BAT “Winning in Tobacco”: 
An integrated strategy 



- BAT 

- Pharmacia, Pfizer, 

Johnson & Johnson 

- BAT 

- Pfizer, Novartis, 

Johnson & Johnson 

- Prudential 

- BAT 

- Astra (Zeneca), 

Swedish Match, 

BAT 

- Pharmacia 

Japan, BAT 

http://web.archive.org/web/20130429070310

/http://www.nicoventures.co.uk/our-team 

Backgrounds: 

Leadership Team 
29th April 2013 



Nicoventures 1 

Managing Director,  

joined BAT Group in 1996 

Finance Director 

joined BAT Group in 2001 

Head of Research and 

Development 

previous role BAT’s Group 

Head of Scientific Product 

Stewardship.  

Marketing Director 

senior executive and 

marketing roles in BAT 

http://www.nicoventures.co.uk/our-team 

17th March 2015 



Conclusion: implications for tobacco control 

• E-cigarettes as vehicle for industry’s exit from tobacco? 
Optimism seems misplaced (and dangerous) 

• Central to maintaining core business: maintaining ‘license to 
operate’ and holds out real promise of rehabilitation 

• Potential contribution of e-cigarettes to public health strategy 
has to be considered in context of wider political economy of 
tobacco 

• Highlights ongoing importance of effective implementation of 
Article 5.3.   
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