
TOBACCO DIVISION SCARD OF MANAGEME@JT

Thursday 13th May 1976

Present: Mr. P. Sheehy (Chairman)
Mr. C.G. Bowra
Mr. B.P. Garraway
Mr. N.W. Goddard
Dr. S.J. Green
Mr. R.St.C. Walmisley

P.L. Wright

In attendance: Mr. B.G. Pearson (Secretary)
Mr. H.A. Morini (D. 124 - 5 & D. 127 - D.,131)

Absent: Mr. C.H. Stewart Lockhart
Mr. I.B.D. Bluett

Also attended: Mr. G.L. Dennis (@1.116 - 9 & D.126)
Mr. D.S. Dunbar (D.116 - 9 & D.123)
Mr. A.M.S. Elliot (D.122-123)
Mr. R.F. Gilderdal-e (D.122- 123)
Mr. G. Lambert (D.123)
Mr. M.R. Noakes (0.123)
M:-. P.J.H. Rackham (D.122- 3)

Mr. T.J. Tice (D.1-23)

MA@IAGEMENT/EMPLOYr--T RELATIONS

Manacement Man::--,.@-=-r,Plannina

Four func'@'-cnal Directors c,-;'@li-nedplans for
Millbank owned staff over the next 1-0year-=
including extr=- :7:enof qeneral mz-naqement calibre.

Mr. Bowra r4-@:@orl@-ednumbers reducing frcm 59 in
1976 to 20 in 196-r. This entai",-t-z12 ant,'-c'-catedearly
retirements and 4 redundancies. There is rc need
to rely on overseas nationals b*-@@-i+--is i-n'@endedto
have 2 - 3 in t-l-'---'--bankon a swc:: bas,.s. C-e rec::-uit-
ment is possible --J@a Germany @-@-n be @-@und.

Mr. Garrawa-.- reported that req,-,iremen----@car, be
met, with 11 ear--,,/retirements red!-,r,--4=-ncies.
Younaer men wi+--h:@otential have iden@--'--@-*-'edand
they will be de%-e!--ped. Oversez--= n=-zlonal-= c@@me
to Millbank on =-swop basis. Tl..-:or three recru4@t-
ments are plann-=@-in order to 4--:@:roduce
back-ground kncL.:-'@=-@-ge.

Mr. Walmis"@e*! reported 45 ;:-*-',-!'--=-nkct.;redno,..i,
reducing to 25. th some early but
no redundancies. F2--vemen have '--een iden"@'--@'-ed@@or
the future. The ace distributizn is unsa'-,-'--=-@acl@ory
btit '-2men have '--=enrecruited -*-.-.'@"e les'--si-x years.

L-i

CD
C:)

CD
0%

BATCO document for Province of Brit!ShColumbia 28 October 1999

BATCO 00094727



2

It ic-es"'--mated 'that 10 - 12 recruits will be
needed over the 10 years to meet requirements after
1985. Because ji@nior jobs overseas are disappearing
faster than top jobs, some development jobs with
overseas companies must be created and there may
be ciestions of costs. There is no need to rely
on c,ierseas nationals but there may be some
swopoing, including with ELT and B&W.

Mr. Sheehy reported in Marketing 47 Millbank
owned sta-l-@freduci-ng to 28 over the 10 years. Four
have been identifi-ed as GM potential. The department
will- be short of people by 1985 and overseas
nat:--@nalswill be required for some MillbA-nk jobs;
these are mainly required from the larger and more
imp@-rtan@, com.panies, from which countries i-" is
mos"- dif-@,*-cultto recruit for international staff.

It i..,=-snoted that these plans were base--;on a
mixed retirement age but Mr. Dunbar repor@@e@- that
when a man joins the UK pension fund his re"-;-rement
age becomes 61. This should not affect the plans

bij",-*.ir.Dunbar will consider the

There was another discussion on integrating
R&D management mcre into the Group with a vi---@-ito
trar-zfers to other functions or general management.
It -.,-:@,uldbe easier if men were recruited into R&D
as '-ii-tiz-1tr-a-@n-@ngwith dii@ferent degree d-*@:-zciplines.
Dr. '-@reenwill g'-ve this further consider=-',4--on.

In general, it was agreed that:-

1. The flow out offunctions into general

mana..-ement mus@- be better planned s,-,
de,-a-@tments have sufficient warnina.

2. Opportuniti=-s for swops must be encouraged,
esp=-zially @@or men bett-jeen 30 and 40,
and every e--@@@ortwill be made to obta-@n

the commitmeit of the No.-ls concerned.

3. The nossibi-'-;-tyof transfers from
R&D -o other functions will be borne
in mind.

Cons;@derat;,:@n was then given to Mr. Dennis's
paper of 27th No-..-ember1975.

It t-jasagreed that, to achieve more 7nul'--;-national
st=-@@@@ing,it is important to identify early
overseas nationals with potential. This -*-.-c=-
res:@Tnsi-:-,ilityof the Territorial & Funct'-cn=-!
Director r-,oncernedand should be reviewed periodically
wil.."the indivi-i-lual.

(Mr. Dunbar)
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117 ',-eneralManaaement

The following lists were considered and broucht
to date:-

i. General management succession plans -
Mr. Wright will give further consi-dera-
tion to succession plans for the
Brazil Tobacco and Diversification
Di%,i-sions.

General management candidates list -
the next list should include ident-@fied
local nationals.

Potential coordinators list.

(Mr. Wright
Mr. Dunbar)

'.@-illb-3n'K-EmoloveeInvclvement

Rei-@erence:note 21.4.76.

Tt -..,,asagreed in principle that there -s a
need for an examination of the ways in .-ihi-c',,i
=--noloveescan become more involved in t@-ecl-rc--:m-
-stances surrounding their jobs and envi---on,-ien'@
.n P-lillb-ank,including relationships wi-@hinand

departments, but not the actual runni-nz o@@
'-he company. Before the proposed project group
-s set up, Messrs. Bowra, Garraway and Green arc
::i-ssBrook should prepare a paper sett4@ng out
=!--earerdefinitions and report to TEC by

(Mr. Bowra
Mr. Garraway
Dr. Green
Mr. Dunbar
Miss Brook)

:.119 7erscnnel Deoartment

Re-@erence note 3.5.76.

A,ocroval was given to the note set@@ing ou@-
'--@th@he proposed purpose and role and the organ4-sa@@ion

lobacco Division Personnel Depar-Lmen@-.

(Mr. Dunbar)

:.12C Z7R Dis@.-ribution

Re-@ference: note 28.4.76 and TEC minu@le T.,.*@@
4.5.76.

It t-jasagreed that Mr'
"

Sheehy revie@@i,%.;it-tie
concerned, the forced c-@

Z7Rs in ,-rade 16 and above; also, that
be adopted in the future.

(Mr. D@.inbar)
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D. 121 s@IF 5

Mr. Sheeh-',,will discuss with individual
Directors the programme for the three hours to be
de,.-::@----dto tne Tobacco Division at 5:'.IP5in I-,Iovember.

D.122 QUA=.TERLY PERFORMAIICE REVIEW

Notes: 1. Market share figures, unless
otherwise stated, are for the latest
quarter average available and the

correspondi-ng quarter average las" year.

2. PAT = Profit After Ta:< in E
terms before replacement adjustment.

Aneri-ca

U.S.A. - B&'v.1Tobacco Volume is holding but market
shA---eis dropping. Kool is still growing but other
br@-.-dsare falling. Management charges have been
ma,-@=-in marketing @---.r-3rtment. Product development
is @-=-ingre,iie%..,edand existing and ne%,iblends are
bei-.ngexamined. Trading Profit is up 6.1%in S
(lC-.3,10in I-)due to a price increase. PAT for the
ye=---is expe@-@-=-dto be about the s;-zmeas last year
in

Vita is closing its New York plant and may
re,-4,-,=eits loss thl@s year. The poss4.-bilityoil
sell'@ng parts of the business is be'-Ingexamined.

Kohl budaeted PAT for the year is up on
la-=*:year.

Gimbels sales =-re up and margins are improving.

Car=---4a Market share is down to abOLI--37% but new
br-mn@-shave been introduced. The bu--geted PAT for
the -./earis substantially up on last year.

Aus--.-alasia

Aus--ralia Market s6iare is steady bullPhilip Morris
wil'.-soon overtake. Althouch PAT fc-- the 12 months
to October lz7-;was over the previous year the

corr--any is we-=k.

Ne@..-Zealand 6,-ldge'ledPAT for the year is up but
there is stil.-la li-quidity problem and price incre=-ses
do n2l, cover reclacement costs.

(ZD
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Eurooe

Benelux In both Holland and Belgium, mar'%-etshare
is down. The budgeted PAT for the year is sub-
stantially up l@nHolland but a loss in Belgium is
partly due to heavy redundancy payments; the combined
result is slightly better than break even.

Cigars The budgeted PAT for the year sho%.isa loss
converted into a good profit which could be
doubled next @.,,earwith new machinery.

Switzerland Tie total market is continuing to fall
and domestic market share is down L@com 18.2.10to
17.2%. Budgeted PAT for the year is do@.!nin E
( and ,!orse in S.Frs.)

I.E.D. Volume is down 7.glm on last year and 14.51.
on budget; this is largely due to reduced transit
trade to West Africa but this is now improving again.
The latest revised budgeted PAT for the year is
substantially @.jpon that shown ir @--heboo'-let and
an last year.

Germanv Market share has improved. from 29.21 to
29.4@@. Budgeted PAT for the year is up on last
year, partly due to the price increase and partly

the exchange rate; the budgeted figure ijill be
achieved.

Finland Volume is 7.4". below bud",.etand market
share has dropped from 27.4% to 25.0% due to a price
war. PAT for the year will be hic:her than budoe@-ed,
due to a larger and earlier price increase than

anticipated.

Denmark Budaeted PAT for the year is subs tant-"-ally

up. Mr. Elliot will circulate a copy of the
pricing agreement reached with the government.

Division H.Q.

The main ;-mcrovemen@, is prof'@@--on leaf sales,
partlv in E terms, part,, offset reduc-3d rz)yall'ies
from the Phili.opines. in"lernational adver-tisinc
is below budget. Department expenses are down

through reduced inflation. It is hoped "hat there
will be an imcrovement on the bud@-eted loss for
the year.

c:@
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Latin America

Costa Rica M=-:-,Lntshare is un from 67.4% to

71.8% and bud::=-@----dPA.Tfor the year over double
last year alt

'
-
'
='Jgh the price increase was later

and smaller t@=-nor'.c4@nall7budqeted.

Guatemala Vclume is 27.lQmlover last year and market

share is up fr:.-i50.lloto 53.5,10. The cigarette
business is s--'-Ilun.crofitable but leaf exports

are expected increase the PAT for the year and
it is hoped t@ie excise structure will be

revised in 19--. @lo price increase in the period
under revie,.v.

Panama Volu7-=- is dc-..in3.401.@Dn last year and market

share is down @ro-i 5,@-.8/1.to 53.610. Budgeted PAT

for the year -*---zalso down. Marketing problems
have not yet *--=-enov=-rcome.

Salvador Al@--'-.oughvolume is down, budgeted PAT

for the year .4;.-=o,!er double last year due to a

price increas=-. The =-conomy -'@sweak owing to a
poor coffee crzo.

Argentina A--"-'.,)oughshort of manufacture, PAT
after replace7-=--itm'-=iitbreak even over the year.
Jockey Club made a good start at 38 million
in March. Th=- '-ates--price increase was 103%

overall, 143?' -2--rJockey Club. SAPRA has little
prospect of mz-'--.-.naa profit and tie policy is still

to sell the c:7,cany %..,hena buyer can be found.

Venezuela '.*:'---imei-l-z28.3@c over last year and

market snare -'--=u-. i-:--Dm18.61'. to 21.4o/. It is now'o

very unlikely @-ha E-@gott will get their budgeted
price increase -,'ear. PAT for the year is

expected to b--em-k even.

Braz4.1 Lates@- m=-rket share i-s 82,10but inflation is

increasing to 41. per month and total market growth
has slowed to 1-1@ for three months. PAT for the

year is expec-:=-d "-- be down on budget but up on

last year.

Peg Pag '-:sse-t =--reexpec@-ed to be heavier
Lhan shown.

Suvalan included in future.

Chile In s,--*-@-e so this year, price
increases are :-nsu-@-@@-cientto ,nake any profit.

Imrort duties =-re be:@ng reduced and imports are
starting to c:7e into Chile.
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Mexico Market share is down from 69.5% @lo66.6%
but bu(igeted PAT for the year is over dou*--!---last
year.

Honduras Total market has increased by 31.over
last year. Market share is over 96%but Fhilic
Morris have recently introduced Baronet. A price
increase was received in December althouc@- budgeted
for October. PAT for the year is exrectL-,-4to be
well up on las@, year.

Nicaraaua Stead-,,,sales and market s-ar=- =-I--96@'o.
A price increase was received during the second
quarter. PAT for the year is expected to be well
aiieadof last year.

Afri---a

South Africa The volume increase o-F 161@cver budget
is largely due to pre-budget buying. Ther-=
optimism over blend changes. Budgeted PI.Tfor the
year is down due to a late smoking tobacco or'--ce
increase, increase in corporation tax and 1-@cal
devaluation. The budgeted PAT for t-e ye=--@is
below the actual PAT for the first s-'-:<m@-7@@-hsbecause
of an expected drop in volume fcllov.-ing I=-rge
cigarette retail price increase in A.criland
deferred advertising expenses.

tlillards' budgeted PAT for the year _=-:ows
a loss changed to a profit and continjina
results are ex-@Dected.

Central Africa Profits are up follc-....,in,:reduced
packag4.ng costs. Carlton volume is 1-7.01.Dver
budget and 16.1@. over last year.

.Nigeria Volume is 18.71-over last year and market
share is up from 82.610 to 84.4/'Q. The mar*'.--'@i-
still not fully supplied but produc";-on d-*---"--@i-culties
are gradually improving. Budgeted P.2,Tfor the year
is dct-inbecause a price increase has been @-=---@used
and because of an increase in corpor=-+--iortax.

,Maurit4.Us Budgeted PAT for the year i-su= because
it had previously been decided to hold pr1-ces
aga;-nst Rothmans but it had now been agree*--
increase prices. PAT after replacement 'loT*.* but
the pcs@-tion aqainst Rothmans wi-ilh=ve

.
ce

considered be-Fore a further price increa@-=-.

Caribbean

Jamai-ca Volu.-neand share are dc)@.jnand PAT
for t.*leyear an increased Icss. Tl-.=- cut-
price brand has not yet been a,-!:@--ovc-4-b@,-
and Mr. Gilder@4ale will keep TEC inf.@rme-4.
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Asia

Hong Kong There are signs that the total marke@-
may be growing again and market s.-iareis up frcm
46.810 to 48.51@.

Indonesia Volume is 27.2i'obelow budget and 20.714

below last year while market share is down from
32.61@ to 27.1%. It is hoped that government will
reduce excise cincessions to competition but thc-
'timing is uncertain. Further details are else,...,*,----e
i-n these minutes.

Malavsia Market share is up from 69% to 731@ and
budgeted PAT for the year is substantially over
last year.

Singaoore Volume is down 9.2% on budget and
on last year, while market share was down to 32@'2
in April. Budaeted PAT for the year is down on
budget but up on last year. Marketing strategy
i-suncter urgent review.

.Banqladesh Volume is up 10.5% on budget and
on last year but market share is dovin from 65.5@:
-ID 63.5%. A second dividend has been r=-r--eived.

Pakistan Budoeted PAT for the year i.st-tubstan@.'-=-lly
higher than last year but still heavily dependanz
on leaf exports.

India Total market and market sh=-re are both d:-
-..
-n

on last year but there are some s'--gns of impr.@,@.-=---.ent.
Budgeted PAT for n ext year is substant-*6ally h*L:'-,er
bljt is suspecl'. For further details, see else-..;'-=-re
in these minutes.

Summary

Indications for the second half ye=-r are
perhaps a little more optimistic than shown in
note of 7.5.76.

There are signs of decreasina infl=-t;-Qn an@-
4-ncreasing pro.@its. However the Chairman emch=--='-sed
that for long term growth a more posi-t4-l.,=-trend
in market share was more important than =-n i-mm-=@-l-ate
improvement in profits.

(Mr. @-ackhar.'
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D. 12 =roductivity

Mr. Lambert gave a presentation on progress
-=ofar in establishing definitions and me=--=uremen@@s

productivity, with some examples, and rhis was
@@ollowed by a discussion. It was agreed @hat this
-s a key area in the effectiveness of the business;
@'-iat it can lead to improvements by actin= on
-rends within a company and, with suitable caveats,
-et-..ieencompanies; that it could help man=gers
-,vprove efficiency in the use of people a-d
-,vestment; and that it could help TDB on i-nvest,-.,en'@
.4ecisions.

It was agreed that it warrants furtl,,erin-
...estigation and development of techniques and tha'
@or this purpose Mr. Lambert will pursue -'-nvesti-
=ations with the Europe and Latin America teams.

(Mr. lambert) (Mr. Rz-ckham)

2,' --',.airman'sReoor-t

Mr. Sheehy reviewed the principal ac--:@vi-l@i-es
-c'-ncethe last TDB meeting.

12c- 7'-nancial Director's Reoort

Mr. Garraway reviewed:-

The Group borrowing position.

Following the BAT/TST merger, the need
to sell TST holdings in Canada,
Australia, India, Malaya, South Afri-@-z-,
and Trinidad.

The proposed reorganisation at B&Ll
so that B&t-IIndustries will become
the holding company.

12.:-z ndonesia

@Ir. Verkerk reported.

Indonesia is reasonably stable
@-@:onomically. There is no immediate proszect ox
-ndonesian shareholding.

C@@ the ciaarette market, 60% is locz-*-Kre@--e<
7anufacture. 6f the white cigarette markm-@, 421.
-s bv Chinese manufacturers and BAT 270".. n-,..jlrgtc
.Bxc'@sediscrimination, aimed at maintaini-=
--."ewhite section is down and BAT is los-'@nzsh=-re.

is hoped that recent approaches to gov=-rnmenc
reverse the t--endbut this is uncert=-".,i.It is
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impossible to get agreement with other L@oreign
manufacturers on pricing or a joint approach to
government. Frequent changes in government policy
preclude accurate foretasting.

Irogress in the new leaf development areas is
good and this leaf is being used increasingly in
place of imported.

Profit results this year show a profit on an
historical basis but a loss on a replacement basis.
It is hoped to break even rext year on a replacement
basis.

,--asual1=-bour is being reduced but oroductivity
is lcl..ibecause the comoany is not allowe@-Ito
close one of the two -factories.

-resent members of expatriate manacement are
needej except that the marketing direct@r will be
available next year. Succession to the top is

assured if an expatriate No.1 is maintained until
1984 - 1985.

:.,127 U.S.A..

:4r. Garra@.iay reported on a visit to ELT. There
is a continuina improvement in management style
whici-@i-sbec@-mi:-,gmore participative. 7he finance
manac=-.mL-nthas not become as involved as one ,iould
hope but this t-jillimprove on Mr. Chaf@@@e's ret4.rement
in early 1977.

The s'lockoile will have surplus s+--,:@cksof
21.5 -@,nlbs a@--30th June 1976. Plans t@: reduce
this as quick!--.,as possible are const=-n--'.yunder
revic--..i.

ELT is reviewing the capacity of the
processing plants.

The sale of unwanted properties is difficult
because the buildings are old and the m=-rket
is de=ressed.

@.128 Germ=nv

Garra%..,ayreported on a visit.

Although a stagnant cigarette market is fore-
cast over the next 10 years, by reductions in
labour and other methods there will be substantial
cash surpluses over the period.

,!.scheme 1-c-being prepared to expand 'the present
27% s@-ske in Hcrten in stages to 37%, 4d'. and
poss'-bly over 501@.

The number of Winekrugers will be expanded.

Tnterl;ersz-will a!-so research other r-)ossi-b'.-e
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D USA/Canada

Dr. Green re,m,orted:-

1 Arr-ingemc--tcs marje regarding Schweitzer
Patel-its.

2. Ef-@orts t,@ improve blends and other
or:Dduct =-.;alities in B&W a note
@a-= been*@::,rculated.

3. Gr,@up res=-=-rch conference a note
has been =-'-rculated.

d. Research =-.-.dproduct development in

C=-.n.ada. will be discussed

rr*-.,atel--.- Liot Springs if possible.

D. Latin America

-reported on a trip.

=-anama is pol-r-ically strong, left oriented.
:-here has been -come national isa@,ion but forei-an

'nvestment gen=-:-ally is encouraged. Market share

again z-.-,@dtop management clianoes wil'i be
rev*-- dur-*---.= t,ienext visit in Oct8ber.

0 s-= Ri-ca h=--= democratically elected, le-t

orie!ited, gov=-rn-.ient. Taxation is expected to

share is increasing and pro-Fits

=-re cco-4.

'iicaracua is =-Dlitically stable. The company is

-...,ellrun and cr-n-fi'@able.

Zhile is pol'---:-callystable and the 341% in,@lation

n '197r@ is for===st to fall to 190% in 1976.
Disciss:-ons ar=- continuing on Decree Law 600 which

requires BAT '@: invest the equivalent of the present

4-nves'@ment, sc-=- US$ 15 million.

:-Zrazil A prc-.@@sal to reorganise the cadital so
=-s to re@@.uce c--:--voting rights below 501. has been

opped as th=@.-eis no compelling reason or

,Ilrqentina Recc@r"@s on the poli'li-cal and economic

-c4@tuati-cn will- circulated. Company morale is

=ood, ti@

'

e manaz=-:.-.entteam is impressive, and "hey
are octi.-nistic ---3garding the future - tlieeconomy or

=:)un@--rv and t@i=- company. Price control has been

-ifted; price 4-ncreases may reduce consumption and

-@:)Ive ca::acit-,- z:-oblp-ms. Philip Morris are

to be *-iteres'@ed :Ln two Reemtsr-la companies

:-ie c'-' the licence for Kent: BAT ..iill

"-ry tz@ nagoti=--:e the Kent licence on be-alf ol' CNT.
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Paraquav Sr. seems to be sticking to his
price but cont=-ctsare continuing.

Ecuador Cons-'---=-ration.-jillbe given to a Philip
Morris proposm-'-tli@%twe take over the running of
a PM factory make Kool to compete with Salen.

D.131 India

Mr. Godd=-fd reported on a visit.

The poli--'-calsituat-*-onis stable and the
economic s:-tuz-71-onpromising.

A re,iisic-of the excise structure has
per.-nitted som=- .::@riceincreases and decreases.

Industry -=aleshave been static for some yez---s
and compet,*-tic::@is barely making profits. ITC
share is at 47.5,@.and VST at 26%. Sales
volume is expez@-ed to pic, up 'thisyear and ITC
share could be -ear 5010-

Produc@@-'-::@quality is unsatisfactory and
are being Establishments are bei-ng
reduce,j b,..- to 8,30" by March 1978.

The Foods Di-vision should break even this y=-=-r.

The Hote'-@-zDivision is expected to become
profitable.

The paper board project costs have escalate.@-
but ITC,s com,-,-'-tmentis being limited.

VST is dc-*-ngwell but leaf prices have
increased and may be dangerous to increase
Charminar reta'-! price. PAT is unlikely to exce=-@-
last year's f-.::-.;re.
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