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1991 STRATJmC cKnsRxA 

Introducrfoo 

The pctfonancc In 1991 will be maseured in terms of the degree of success 
achiwed in agreeing tad iapleaeuting etratcglrs dtsfacd to wet the Croup’s 
overall objective to satisfy shareholders through above-average fioancial 
performance, based on re-establishing lcadcrehlp in the Tobacco market 
worldwide and on buildiag up s lsadtrship position in selected segments of the 
Financial Servicer market. 

The criteria have been divided into those where the initiative lies vith CHQ 
and those vhere the responsibility in CRQ is to ensure that agreed strategies 
are fsplamcnted tithin the Operations. 

Uhsrever possible, the criteria have been expressad ia a fats vhcre 
pcrfomancc can be waeured, preferably qusatitstively or, where this is not 
poreiblc, against defined qualitative objsctivee for ‘milestone’ l chiweaents 
(e.g. the cclPpletfoa of a defined plan, report or study). 

r- lhere will also be an aim to increase the nmbor of criteria ubere performance 
css be seaeured, or at least assessed, objectively (e.g. by sdopclng objective 
mcarureaent criteria and associated targets for l chievment In such areas as 
ssokiag quality, investmenr perfomaace, public perception, staff tursover, 
etc.). 

1. Overall Objectives and Strategy (CEQ) 

The Board ie dus to carry out a rwiev iu July tad to either confirm or 
agree modifications to the Objectives and Strategies for B.A.T 
Industries, hen there vi11 be a requirement:- 

f- 

1.1 To egree updated short, mediu sad long-term 
objectivee for B.A.T Industries tad for the Group. 

1.2 To agree plans for:- 
) Note : The 

(4 Developing is Tobacco ) isplemantation 
(b) Daveloplog in pituncial ScrPices ) of l trategiee 

1:; 
The Croup’s other activities ) already weed 
Optiaising the contribution from Imasco ) is coverad in 

(4 The other keociates and Investments ) paragraphs 2, 3 
) asd 0 below. 

2. Samortlm Actiritiee (a) 

2.1 hblfc Perception 

(a) IPprovs the Croup’s eaadimg in fte 
major coaetitueucies, as measured by UORI 
tracking, quslitative assessment by Spu 
and subjective l seeesment by WC. 

2.2 Euvlrowenul policy 

(4 Review compliance ufth sgrsed 
cnvironwntel policy. 

2.3 Techllology (1ucludfrLg LT.) 

(a) Ilavisu parformance relative to 
eapetftors sod l grse spaciflc 
plans to upgrsde this. 

) Note: Ward 
) Review due in 
) October. 

) Note: Board 
) Redw due la 
) October. 
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2.6 Ikmement Development 

(8) To have the Boards aad Nanagaent of : Notes : Performance 
each Operstfng Croup of high ulibrs, vi11 need to be 
recognised as such vithin their industry assessed subjectively 
and, where appropriate, by the vfder by the Chai~aa tad 
fndustrial and financial coemunity; and non-execut foe 
of a mix of ages to eaeure a depth of directors, but 
management eucceesion options indicators would 

be:- 

(b) Agree improved arraagemeats for 
ttsining and devel+ot 

(1) that BAT 
Industries and 
the Operating 
Groups have 
clear views of 
the forusrd 
orgmisatioas 
appropri8ta to 
their business 
objectives, and 
of the 
maaagerial 
requirementa in 
those 
organisatione. 

(i I) that the depth 
snd quality of 
both curreut 
management and 
successors un 
be dsmonstrated. 

(iii) that high 
ability people 
are being 
attractad to 
all vacaacles. 

(iv) that 
ucsptioaal 
people ue 
identified, rod 
that their 
devslopsnt is 
pleaned and 
monitored at 
Opor8tiag Group 
board level, 
and o~useen by 
1.A.T Lndumfel. 

: Note : Project due 
for co8pletion in 
1991. 
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3. Dat8iled Str8tegiec (GEQ) 

The following previously 8grced ctrategiac md objectives will be 
Lmpleeearcd directly by GilQ or vi11 be co-ordlaatcd through the 
Tob8cco or Fincacicl Services Strctcgy l&view Terns. 

3.1 Tohcco 

(8) 

0) 

Increcce volmcr 8ad wrket oh8rec:- 
Uorldvide (Budget volme + 1.02) 
International Br8udc (Budgcc volume + 13.3%). 

loprove mwginr:- 
Budget Inding Profit/Cross Turnover 10.7 to 11.1. 

Implement plcns for PIstern Europe/Other New Wrkets. 
Agree pl8nc to optimim the sourcing of exports. 
Agree the opthm orgmic8tion for the Chiac market. 
Agree the U&D progrmre. 
Improve smoking quillty. 
Agree pl8nc to dwalop the Group’s Lc8f latereetc. 
tiprOVe fnterCh8ngc Of kbrkCting/TeChdC8l expertise. 
Incrccce fatercmp8ay tr8ncfcrc of perconoel. 

3.2 Pin88ci.8l Serriee8 

(8) 

(a) 

(cl 

(d) 

(e) 

(0 

(8) 

Achiwe above industry-wcrcge performance for:- 
Portfolio Growth 
Solvency H8rginc 
Underwriting Perfonn8ncc 
Expense R8tioe 
Invecmtot Performnce 

Agree plant to further develop the Group’s distributiou 
ch8nae1 C8p8bility for both Life rod General insur8nce 
productc in the UK. 
Pia.clice the ctr8tegy for Continent81 Europe 8nd pursue 
cpcciflc current opportunltiec. 
Improve inter-company co-operation in Infoxm8tfon 
Technology. 
Agree measures to minimice the imp8ct of the Urge 
fluctuatioaa la the reported results of the DK Cenerel 
xacur8aca bu8inr8r. 
Agree rod implaent 8n tiproved Croupwide trainin cad 
management development propwee for the Financial Service 
rub81di8T188. 
Develop the r8nge of opportuoitiec for further 
collcboraclon betveea BAT’r Flnurcl81 Service 
cubcidi8riec. 

3.3 other Aetiritin 

(a) Uoduce the proportion of asset8 in cctlvltiec outside 
Tob8cco 8Cld t%lUlCid btPfC@r. 

/ . . . 
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4. Dct8lled Strctcgiec (Oper8tionc) 

In cddition to ensuring th8t the Optrcrionc p18jr 8 full p8rt in 
supporting the over811 ctrcreglec described in Section 3 8bovt, GNQ 
will 81~0 be recpon8ible for ancuring th8c the fol~otiug specific 
strrteglec or key 8crioac arc fmplcmenced within the Operations. 

1.1 BAT&. 

(a) Agree plmc for incrc8clag 01[ income. 
(b) met p18W for utp8Udillg Southmpton. 
(c) Review rcl8tivc lavelc of mrketlng spend on Benson 6 

Bcdges/SE555/PGlJJPS. Either confirm spend or egrcc 
oodlflc8tions. 

(d) Agree plrnc for reduced cases, iaprovtd productivity 8nd 
incrt8sed exports of Lerf. 

I;: 
Sisplify the planning spareme. 
bopltte the BATb. 8ad BATUKE reloc8tiooc 8nd 
re-org8nisctiono. 

4.2 MTCF 

(8) &rec pl8nc for ap8nding production f8cilitlcc, for 
reducing product costs cad for sourcing fra ovtrctcc 
plurtc vherc this is more economic. 

(b) cospietc Iierd Office/BLD reloc8tlon. 
(cl Review oprionc for Divers8 cub8equene to caplerlon of 

clinicil tri8.h. Agree neu str8tegy. 
(d) Agree re-8lloc8tioa of SAFE Funds. 

b.3 Brow L Uilllu8ea 

(8) &view the l fftccivene88 of I(001 prouorionc. Either 
confirm plane or 8gree oodific8tionc. 

0) Bcducc tT8dc 108ding by 1 billion. 
(cl Imphmtot Ch8QgeC to lwre88e the l ffectivenece of the 

fntermtioorl Division. 
f (d) Agree ~188s for reducing Comoo Costs. 

4.4 sow8 crux 

(8) 

(b) 

::; 

(4 
(f) 

(ltl 
W 
(1) 
(9 
(W 
(1) 
(0) 

Reviev r8dic8l optionc for improving the profitrbllity of 
dorctic cigmccte cJe8. &ret mcdified pl8nc. 
R8perc ~1811s to wet the ch8tlenges of the new Con8toer 
Rottctioa 8Sd &lti-TrU$t l8giSl8tlOU. 
tprwe aoki8g quclity (reduce irrit8tlon). 
EcProve cigrrctte exports within agreed profit8bflitf 
p8rreterr. 
Iaplrrnt planr for upending and apaadlq productLoo. 
Agree 8183 lmplcmeat ~188s for putting T8hrr on a muider 
berir and for intrgrrting the Leaf oper8tlow. 
lmplmnat recomendetionc to ioprove Le8f productivity. 
Agrtc/implemmc pl888 for r8tion8llclng Pir8hy. 
Implwenr the divestment of Fruft Juice. 
Complete the dlvecment of Blopl8nt8. 
Imphment divesmeat of the Polo ch8reholding. 
Agree non-e8rh method for funding neu Ar8tcrUZ inVtCtpeUt* 
COSplCtt mn8ge88llt 8nd Bo8rd re-otg8nl88tioc. 

/ . . . 
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b-5 Allled Dunbrr 
c Lake J ,+&L, ey”ux if41 h &s-) 

g: 
Xmplemeat planned new product initiatives. 
Implement agreed I.T. imprwemcots. 

(Cl * Agrea plans for any additional fundiug requited to support 

h * 
developDent. 
Agree plans for nw measures to reduce expense levels. 

Wcr) Agree longer tern plans for extending distribution&y- 

0.6 Eagle Smr 
w &-Lb 
(b) Agree plans 

Uk Cd &w-u 

m products/distribution. 
(U) Implement plum to reduce apeme levels. 
(dJ Implwaat phns for rationaliring Intcrnrtionrl C,,,,L 

operations. 

4.7 

(a) Agree plans to reduce the Exchanges’ expense ratios by 
fiva points. 

(b) Agree plaar to imprwa the premlum/surplur ratio. 
(4 Agree plaos to consol.idate Wfe operations’ mwrgwent. 
(d) Agree plans for ezpmsion by acquisition. 

k.8 IWWO 

Ufthin the plan for Imasco, ensure that there are:- 

(a) Rwflred objcctlvss In line wfth BAT’s own. 
(b) Agreed plana for IMKO’S rtratrgic/ffnsncial developout. 
(cl Agreed ~18~ for CT Financial. 
(d) Fla plum to divest Ratdee’s. 
(4 Filr pluts to dirpore of twafnfng Gewtar activities. . 

RS/DJh 
20th February 1991 
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Implement planned new product initiatives. 

\ . 

Implament agreed 1-t. improvaments. 
m-k-d . 

,I? 
(d) Agree plans for say additional funding required to support 

f. &.‘-a z developmant. 
Agree plans for asu msasures to raduct expense leoels. 

1 c,<’ Agree longer tera plans for extending distribution e 

&,Lc-+ 

(8 Agree plaask~ Improve profitability through _ 
~roducta/distribution. 

: 2 
Implment plans to rsdutt expanse levels. 
Implement plans for ratioaalislng International C-' . 
operationa. 

Cd) Rebuild solvency ratios. *CA\ -5 c Lb+ 'L\. 

(a) &ret blear to reduce the Exchanges l xpenm ’ 
.f iv5 points. 

(b) &me plans to improve the prcmi~/aurplua ratio. 
(c) Agree plana to conaolldate Life operatioaa' managment. 
(d) Agree plane for apanslon by acquiaitioo~ 

4.8 ISSKO 

Within the plan for Imauo, ensure that there ,are:- 

(5) keviaed objectives in lint with MT’s own. 
(b) Agreed plans for Iusto’s strategic/flnanclal dsvelopent. 
(cl Agreed plans for CT ?inat4cial. 
(d) Firr plane to divest firdee’s. 
(t) Firm plane to dispose of remaining Geartar l ctlvitles. 

RSfDJA 
. 20th lsbruary 1991 
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4.5 Allied DlJaber 
(Prwlsloaal, l vaitiag sgreed 1991 Allied Dunbar objectives) 

jt: 
Implament planned ntv product loltlativtss. 
Implement agreed I.T. lmproveaentr. 

(c) agree plana for any additional fundlqg required to support 
development. 

(d) Agree plans for aeu measures to reduce sxpaaat levsls. 
(t) hgrat looper term plans for extending distribution. 

4.6 Eagle Star 

i:: 
Coactatratc fully on Improving UK Gtrrtral perfomaace. 
&rte pleas to improve profitability through 
products/distribution. 

(cl Implament plans to reduce axpensa levels. 
Cd) Implament plans for rationalising Iattruatioaal Central 

oparatioas. 

ii; 
Rebuild solvency ratios la General and Lift Funds. 
Ioprovs uadervriting skills at all relevant levels. 

(g) Establish effective cmpany-uidt risk maaagament. 

0.7 FaImers 

(a) &rec pleas to reduce the Exchanges’ expense ratios by 
flvt points. 

(b) Agree plans to tiprove the premi~/surp1us ratio. 
(c) Agree plans to consolidatt Lift operations management. 
(d) Agree plane for expansion by acquisitioa. 

4.8 xuuo 

Within the plaa for IMBCO, ensure that tbara are:- 

(5) Btvistd objectives in lint vlth BAT's ova. 
(b) Agrttd plaw for Xmaaco’s strategic/f iaaacial dwtlopent. 
(4 Agreed pleas for CT Financial. 
(d) Fftm plaaa to divest Eardee’s. 
Cd Firm plane to dispose of remainlag CIwtar activities. 

WDJA 
Zlst February 1991 

--- 
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