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1991 STRATRGIC CRITERIA

Introduction

The perforsance in 1991 will be messured i{n terms of the degree of success
schieved in agreeing and hpleunttu struqlc- duiuud to seet the croup'n

ovcrl;; ijiEix?i io 'utL'xy shateholdecs tnrou‘n lbwc-uvquc financial

perforsance, based on re~establishing leadership ian the Tobacco market
vorldvide sad on building up & leadership posftion ia selected segsents of the

Pinancial Services sarket.

The criteris have been .‘.z-.-: iste thoss where the isitiative lies with GBG
and those vhers the res mn:y in GHQ 1s to ensure that agreed strategies

ars isplesented vithin thc Operations.

Wherever possible, the criteris bhave been expressed in a fors vhere

performance can he sessured, preferably qnmggig_n_gigg!' or, vhare this {2 not

FeriotEInce 238 SeSTUTeS, PRIl Ly

possible, agaiost defined quunun objectives for 'milestone’ achievesents
(e.g+ the coopletion of & defined plam, report or study).

There vill also be an zin to {ncrease the oumber of criteria vhere performance
can be peasured, or st least assessed, objectively (e.g. by adopting objective
sessuresent criteris and associsted targets for achievement {n such areas as
sooking quality, {avestment perforsance, public perception, staff turnover,

etec)o
le Overall Objectives and Strategy (GHQ)
1.1 TLeadership and Crowth Potential

4 key objective for 3.A.T Industries 1is to bawve a high and
iocreasing proportion of the Group's busisesses in leadership
positions in growth markets or markat segmeats.

Lach of the Group's operations will be assessed against the two
criterfa of lesdership and growth potential.

2. Detailed Strategies (CBQ)

The folloving previously agreed strategies and objectives will be
{oplesented directly by GEQ or vill be co—ordinsted through the Tobacco
or Pisancial Services Strategy Reviev Tesms.

2.1 Tobaces
(a) 1Increase voluses and markst shares:~

- Worldvide (3udget Volume +4X)
- Internatiooal Brands (Budget Volumef +13.31)

Rote : The quality of the market share snd ths ability te
msiatain share in the sore profitable markets will also de

taken ianto account. :

(b) Isprove smargins, taking into account quality in the 20 wost
signfficsut warkets.

(¢) Inmplement plans for investing in Husgary, Polsnd, Mexico snd
at least cne other nev sarkat.
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(e)
(f)

(s)

(»
W
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Agree optious orgsnisation for the China market.,

Agree plans to optisise product sowrcicg.

Agree a co-ordinsted Group plen for upgrading and expanding
saoufacturfag capacity.

Ioprove interchange of Marketing/Technical expertiss
(including Marketing Seminar Novesber 1991).

Incresse inter-cowpany transfers of personnel.

Agree plass to upgrade and {mprove Groupwide trslaing and
sansgevent development.

Agree plans to improve recruitmest.

2.2 Fiaancisl Services

Achieve inproved performance rslative to relevant industry peasures

~r
' ' for:~
(a)
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(e}
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C (e)
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2.3 Other
(a)

R sk Managenment

Underwritiog

2xpenss latios

Solvency Margins (Life and General)
Assets under Managevent

Investoent Performance

Agree plans to further develop the Group's discridutioa
chaooel capability for both Life sad General insurance

products {n the UX.

Identify the elments of s loog ters strategy for Continental
Zurope and pursue specifiec currest opportunities.

Isprove inter-company co—operation in Informatioa
Technology.

Agree measures to minisise the impact of the large
fluctuations is the reported results of the UX Ceneral

Insurance dusisess.

Agree and implesent an improved Croupwide training and
ssoagensnt developsent prograsss for ths Financisl Service

subsidiaries.

. Davelop the rangs of opportuaities for further collaboration

detwveen BAT's Finaocial Service subsidisries.

Activities -

Reduca the proportiom of sssets is activities outside
Tobacco sod Finsacial Services.

,-oo
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Sopportin;

3a

3.2

3.3

:.‘

Activities

Pudlie Pezception

(a)

) Note: To be

) assessed

) qualitatively
) by the EAAC.

Inprove the Group's standing {3 its
sajor constituencies.

Raviromseatal Policy

(a)

»

) Note: Board
) Reviev due in
) October.

Zasure cowpliance wvith agreed
enviromsental policy.

Update tha policy im line with dest
internationsl practice.

Technology (including I.T.)

(s)

) Note: Board
) Xeviev due in
) October.

Reviev performance relative to
coppetitors sad agree specific
plans to upgrade this.

¥anagesent Developmeat

(a)

®»

To have the Boards and Management of
each Operating Group of high calibre,
recogulised as such vithin their fndustry
and, vhers appropriste, by the wider
{ndustrial and fipancial cossunity; snd
of a wix of ages to ensurs s depth of
panagement succession options

Perforsancs vill need to be assessed
subjectively by the Chairsan and
poo-executive directors, but indicators
would be:-

(1) that B.A.T Industries aad the Operating
Groupe have clear views of the forwrd
organisations appropriate teo thair busisess
objectives, and of the sanagerial
requiresents ia those organisations.

(1%) that tbe depth and quality of doth current
sanagesent and successors cas be
demonstrated.

(114) that high sbility people are being
attracted to all vacancies.

(iv) that exceptional people are identified,
aod that their developeent is planned
and sonitored at Operating Croup board
level, and oversesn by 3.A.T Industries.

3 Nota : Project due
for completion i
1991. ,

Agree improved arrangesents for
training and developmwent
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Detailed Strategies (Operations)

In addition

to ensuring that the Opersticns play & full part in

supporting the overail strategies described in Section 2 above, GG
vill also be responsible for emsuring that the following specific
strategies or key actioos are isplesected within the Operations.

4.1 BYXCo.

(a)
)
(e)

4.2 BAYCY

®)
(e)
(4)
4.3 Browm
(a)

o)
(e)

(d)
4.4 Sousa

(s)

()

(e)
(4)

(e)
(€]

€))
()
(1)
(»
(x)
Q1)
{»)

Agree plans for incressing UK incoss.

Agree plans for expsnd{ag Southampton.

Reviev telative levels of sarksting spend on Banson &
Bedges/SESSS/PGL/JPS. Either confirs spend or agres
vodifications,

Agres plans for reduced costs, Isproved productivity and
focreased exports of leaf.

Sispiify the pisaning systems.

Conplete the BATCo. and BATUKE relocations and
re-organisations.

Agree plans for expanding production facilities, for
reducing product costs and for sourcing froe overseas
plants vhere this is sore economic.

Agree by wid-1991, defintitive plans foc Bead Office/R&D
relocation,

Reviev options for Diversa subsequent to cospletion of
clinfcal trials. Agree oev strategy.

Agree re-allocation of SAFE Puads.

& ¥illiasson

Reviev the effectiveness of Kool promoticns. Either
coanfirs plsns or sgree modifications.

Reduce trade loading by 1 billion.

Isplesent chacges to incresse the effectivesess of the
International Division.

Agree plans for reducing Cosmon Costs.

Crus

Reviev radical options for improvisg the profitability of
dosestic cigacette sales. Agree sodified plgus.

Prepsre plans to sest the challeanges of the new Counsuser
Protection and doti-Trust legislation.

Isprove swoking quslity (reduce irritatiom).

Isprove cigarstte exports vwithia agreed profitability
paraneters.

Inplesent plans for upgrading and expanding production.
Agree and isplesent plans for putting Tabasa on a sounder
basis and for integrating the Leaf operatiosns.

Ivplevent recossendacions to improve lsaf productivity.
Agree/isplesent plans for tationalising Pirahy.

Inplesent the divestment of Pruit Juice.

Complete the divestsent of Bioplanta.

lsplesent divestsent of the Polo sharebolding.

Agree pon-cash method for funding new Aracrus investsent.
Couplete sansgesent sod Board re-orgsnisation.

Il.l
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4.5 Allied Dundar
(Provisional, avaitiog agreed 1991 Allied Dunbar objectives)

(a) Appoint nev Chief Executive Officer.

(b) Achieve fosproved rates of retention for Kestrels and
adove.

(¢) Inoplenent planned sev product imitiatives.

(d) Ioplesest agreed 1.T. ioprovesents.

(e) Agree plans for any sdditfonsl funding required to support
developwest.

(£) Agree plans for nev seasures to reduce expenss levels.

{g) Asree longer ters placs for extendiag distribution.

4.6 Ragle Star

(a) Concentrats fully oun laproving UK Ceneral performance.
(b) Agree plans to isprove profitability through

products/discribution.
f\ {¢) 1Isplesent plans to reduce expense levels.
' (d) Ioplenent plans for rationalising International General
C operations.
(e) Rebuild solvency ratios io General and Life Punds. :

(f) 1Isprove underwriting skills st all relevant levels.
(g) Establish effective cospany-vide risk sanagemsent.

4.7 Tarmars

(a) Isplesent planned phases of 3PS iaprovements.
(d) Agree plans to {oprove the presius/surplus ratio.

(c) Agree plans to consolidate Life operations’ managesent.
{(d) Agree plans for expansicn by acquisition.

4.8 Imasco

Withic the plan for Isasco, ensurs that thete sre:~

(s8) Revised objectives (o line with BAT's own.

(d) Agreed plans for Isasco's strategic/financial developsent.
(¢) Agreed plans for CT Pinascial.

(d) rirs plans to divest Rardee's.

(e) Tire plans to dispose of resaining Censtar activities.

M

RS/DIA
12th Mareh 1991
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