
Strategic Report Governance Report Financial Statements Other InformationBAT Annual Report and Form 20-F 2021 BAT Annual Report and Form 20-F 2021

3534

Strategic Management

Highlights
 – Vuse achieves Global 
value leadership.
 – Vuse value share up 800 bps vs 
2020 to reach 33.5% share in our 
Top 5 markets. 
 – Consumer acquisition up 1.8m 
reaching 8.4m, with growth in 
all Top 5 markets.
 – Vapour volume up 56% with 
revenue 59% higher at constant 
rates of exchange. 
 – Vuse first global vapour brand 
independently verified by Vertis 
as carbon neutral^ in May 2021.

The Scientific Evidence*

There is growing consensus among many in the 
public health community and academia about 
the role of vapour products as a reduced-risk*† 
alternative to smoking. This is supported by a 
wealth of global reviews, studies and reports. 

In the UK, for example, Public Health 
England** issued a series of expert reviews 
of the latest evidence, concluding: “based 
on current knowledge, vaping is at least 95% 
less harmful than smoking”. According to 
the UK’s Office for National Statistics, vaping 
now stands at 6.3% of the population, and 
smoking levels have dropped to 14.1%, from 
23% in 2012, which means the UK has one of 
the lowest smoking incidences in Europe.

In 2021, we published a comprehensive review 
of the scientific evidence for vaping products, 
their potential health effects, and their role in 
tobacco harm reduction. This is a summary of 
more than 300 peer-reviewed scientific papers 
and other evidence published by around 50 
institutions over the past decade.

According to adult population modelling 
studies cited in the review, a significant 
reduction in premature deaths could be 
achieved if current smokers switched 
exclusively to vaping rather than 
continuing to smoke cigarettes.

30
Number of markets where the Group’s 
vapour products are sold

Our Vapour  
Products* 

Vapour products are battery-powered 
devices that heat liquid formulations – 
e-liquids – to create a vapour which is inhaled. 
Most e-liquids contain water, propylene 
glycol and glycerol, flavourings and nicotine, 
although some e-liquids don’t contain any 
nicotine. The products contain no tobacco 
and no combustion takes place.

 the current best estimate is 
that e-cigarettes are around 95% 
less harmful than smoking. 

Public Health England** 2015
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None2

None1 
Mutagenicity (Whole Aerosol)

9%
Cytotoxicity

0%
Oxidative Stress

yH2AX (DNA Damage)

Cigarette = 100%

Toxicology tests  
Cigarette vs ePen 2

Notes:
1. No observed mutagenicity under these test conditions. 

2. No observed genotoxicity under these test conditions.

* Based on the weight of evidence and assuming a complete 
switch from cigarette smoking. These products are not risk 
free and are addictive.

† Our products as sold in the U.S., including Vuse, Velo, 
Grizzly, Kodiak, and Camel Snus, are subject to FDA 
regulation and no reduced-risk claims will be made 
as to these products without agency clearance.

^ As verified by Vertis based on product Life Cycle 
Assessment data provided by an independent third party, 
taking into account the Group’s purchase of carbon credits 
through reforestation projects.

** Public Health England was replaced in Oct 2021 by UK 
Health Security Agency and Office for Health Improvement 
and Disparities

Vapour Top 5 markets 
U.S., UK, France, Germany and Canada.
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Vuse Certified as Carbon Neutral
Vuse is one example of how we are 
driving our ESG purpose. We are very 
proud that Vuse has been independently 
certified by Vertis as the first global carbon 
neutral^ vapour brand. We have removed all 
unnecessary single use plastics from our 
Vuse packaging and implemented Device 
Take Back schemes in all our vapour markets 
– examples of our many projects aimed at 
making Vuse one of the most sustainable and 
trusted vaping brand worldwide with a clear 
consumer-led purpose. 

Regulation and PMTA
The future of tobacco harm reduction has 
always depended on robust science, and 
ensuring that this is accessible to audiences 
outside the scientific community is critical. 
This need is growing stronger than ever 
– with a number of cases of acute lung 
diseases (referred to as EVALI) reported 
among vapers in the U.S. in 2019, consumers 
want to be clear on the risk profile of these 
products. In addition, consumer perceptions 
of nicotine are evolving with many consumers 
over-estimating the risks associated with 
nicotine generally. 

This also demonstrates the importance of 
having, and enforcing, a robust and effective 
regulatory framework that ensures high 
product standards and prevents access 
and appeal to youth – things we have long 
advocated. Robust science has to be at 
the centre of any regulatory development 
and engagement. 

We are fully committed to working in a 
regulated market, where adult consumers 
can be confident that marketed tobacco 
products are appropriate for the protection 
of the public health and underpinned by 
science. This approach is underscored by 
the U.S. Food and Drug Administration’s 
Premarket Tobacco Product Application 
(PMTA) process.

PMTAs are based on a summary of all 
research findings to demonstrate that the 
marketing of a product meets the FDA’s 
criteria as “appropriate for the protection 
of the public health”. 

In October 2021, Vuse Solo received the 
first of its kind FDA marketing authorisation 
for vapour products in Original flavour. 
This confirmed that the marketing of 
Vuse Solo products is appropriate for 
the protection of the public health, the 
culmination of years of scientific study 
and research. The Vuse Alto PMTA, 
which was submitted nearly a year after 
Vuse Solo, shares the same foundational 
science. We are confident in the quality of 
our applications. 

We support efforts by the FDA to both 
address the increasing availability of 
flavoured synthetic nicotine products and 
enhance enforcement actions against 
flavoured disposable vapour products. 
The FDA is under increased scrutiny from 
Congress to act against these types of 
products, including clarifying the regulatory 
framework within which such products 
should be regulated and enforced, which 
we believe is likely to lead to substantive 
action by the FDA. 

Performance Summary
Vapour continued its strong momentum 
driven by Vuse. Total volume of consumables 
was up 56% to 535 million units, having 
grown 52% (to 344 million units) in 2020. 
Combined with consumable pricing across 
all T5 markets, this drove revenue up 52% 
to £927 million, or 59% at constant rates of 
exchange, with 2020 up 52% to £611 million (or 
an increase of 53% at 2019 rates of exchange). 

In 2021, Vuse achieved global vapour value 
share leadership (in July 2021) with a full year 
value share of 33.5% (up 780 bps vs 2020). 
Vuse is now at or approaching value share 
leadership in all T5 markets. We consolidated 
our volume share leadership of devices in 
all T5 markets, driven by industry leading 
consumer acquisition up 1.8 million to 
8.4 million consumers.

In the U.S., we are approaching vapour 
value leadership, driven by Vuse Alto, with 
total vapour value share for the year up 760 
bps to 32.5%, maintaining the momentum 
of 2020 which was up from 16.6% in 2019. 
Vuse consumables volume grew 67% in 2021, 
having grown 70% (to 174 million units) in 
2020, outperforming the total vapour industry 
in both years (up 21% in 2021 and down 13% 
in 2020). In 2020, the industry in the U.S. 
was impacted by the EVALI crisis in 2019 and 
implementation of flavour regulations in early 
2020. We retained leadership (by volume) of 
closed system devices, with growth of 500 
bps to 57.4% compared to 2020. 

We performed well in 2021 and 2020 in the 
other top vapour markets, and extended 
our leadership positions, with all T5 Vype 
migrations to Vuse completed during the 
year. Specifically:

 – in the UK, total vapour value share of the 
category was 31%, compared to 36% in 
2020. Vuse performed well, with value 
share up 210 bps to 16.9% driven by both 
ePen 3 and ePod;

 – in France, vapour value share reached 45.7% 
in 2021, an increase of 14.2 ppts (versus 2020), 
driven by ePen 3 and ePod; 

 – in Canada, having gained value share 
leadership in 2020, we continued to grow, 
with total vapour value share up 34.3 ppts to 
80.4% in 2021, driven by ePod; and 

 – in Germany, our value share of total vapour 
was 59.9%, up 10.1 ppts (2020: 49.9%), 
driven by ePen 3 and ePod. 

In January 2021, we pilot-launched our first 
CBD vaping product (Vuse CBD Zone) as a 
city test in Manchester, England, providing 
valuable insights into the product and 
consumer behaviour. 

We continued the expansion of e-commerce 
@(up 37% on 2020)@, with Vuse ranked No.1 
overall for branded consumer search and web 
traffic across all our T5 markets. Despite the 
impact of regulatory changes in the U.S., 
the number of consumers utilising our 
subscription programme globally increased 
to around 25,000, up 43% compared to 2020.

Proportion of vapour revenue  
by region in 2021  
(£m)

2021 
£m 

2020 
£m 

U.S. 561 383

AmSSA 141 65

ENA 207 148

APME 18 15

Total 927 611
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2020 value share in Germany has been rebased by AC Nielsen 
from 50.1% to 49.9%. 

 ̂ As verified by Vertis based on product Life Cycle Assessment 
data provided by an independent third party, taking into 
account the Group’s purchase of carbon credits through 
reforestation projects.

@  Denotes phrase, paragraph or similar that does not form 
part of BAT’s Annual Report on Form 20-F as filed with 
the SEC.




