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Welcome tothefirst
BattalionBulletin!
bN,ULr-ichHerce.-

Over the pasttwo months you %& allhave been made aware oiP.-oitc:Battalion
through our roadshow and video o-tsentarionprogramme. In some of

cvou wiflhave been intervieweddL!c@@ by a ser@orBarraiionTcai7.%Ie-nber
accomdanied bv a representativeitom our exremal consultants,Bai--@:Co. We
have a@lsocond'ucreda separatese-@!sof interviewsto exar=e ir. our

marke=g acnvifics.ThisBu-Ue-rir.isov wav or an interimcominL=zzl.;oito bring
VOL:Up to date,providesorne ondic Projectso farard an

ou-iintof where we go @rom here.

As you know, Projec@Barabon isc@,.idedintothreestages.7ne Dt-'---'uor.Phase,
completed lastApr@, duringwhich we definedthe scope and ofthe

Projectand, inbroad tc.=, determinedhow to carrvitout;Lh:Di2mos-@cPhase,
in %@,,@uchwe were to make an assm-nen- of where r@e stre@--ths A,ea'Knesses
of our organisabon he,examine thtactmijesof otherworld-be2ti-iEz:omt)aniesin
variousspecificareasand begiirmzariveivco mar) out tnecccisi

.
or.-r-

prc>cesses;and the BlueprintPhasr, in wh@ch we design The c.@@-igesw,-@c@w@l
rake us closerto our goal ofr,-,ai=.-,Theleadin theworld -,obaccor.-,arker
x,lz@Linthe nm 10 year-s.

TricDiagnostic Phase isnow nearl-:zcompletion and ThisBulle=,isi.-irtn@edto
he,':)explainwhat ithas involved.Over 50 'broad picmrc'inre.-%-it-A-s',-,avebeen
completed,not includinga seres o--m-deprh discussionsbetween ntmbe-s of
marketing depa=cnts aH around :@.-Group. In addi6on,we ha%----ct:ved
r.N-aluablefeedback from he ooc:-.:ingcompany presentations.

T.nisfact-findingexercisewdi @ve isan accuratepictureof The which
are inherentinou: currentstruc-anand which have to be ada':cssec':.-rorm'c 'nnal
answers toTheseproblems,howcv= we must await the outcome o;
Bluct)rintingPhase,which willbe I.Tzmng shortlyand wf@ch %i*.!L,,-r-x@shed
beforethe end oftheyear.

Over the coming moneqs, a considenbieamount of work w@l be goligon as The C:)
variousBattalionTeams sifttheda= -rom the DiagnosticPhaseaid zonsiderwhat
and where we need -@ochange.T*ne-t-nav not be so much visibleac-.v-,-Nas during
theDiagnosticPhase,bu- pleasedo -ior@e concerned thatBartaiio:-,'-as-lost
mo-ncnrum. Noz@.ingcould be rom theTruth.

As vou willsee,Thiseditionofthe 5,,:IierintakesThe form of a seriesc:cicst@ons co
a-i@answers which explainthese @ssL:esand outlinethe concerns A,hjz-have --4
surfacedmost regularlyoverthepastwetks.Iftherearequestions-,ha,@:leaves -4
unanswered, picasefeeltreeto ma-@:use of our dedicatedBar@allor-.zx 'hotline':
44-17 1-630-2,-47.
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"lan%-thanks roallo@you who have con---i-uredto Barrat,lonso far.'@N:e
7t!-urnformore: fuitherstaffwillbecome in@-oivtdover 6c next c\%

nprobabl% nor to thesame extentasduringthe Diag osticPhase.T:@!
.,air.obien@@c herewillbe to sound our differentwa,,,sof malaging r@os,-a--t-s
c-'the businessidentifiedas being ofconct:7,,or inwhich,folloa-ingcarer,-
a:-.al.\-sisof bestpractictarou,-idthe wcr@@.itisfeltwe are not asefficiet.:o-

t."recnveas"*cmightbe.ProjectBamlion '.,iashighanbitionsanditssuccess-,;
:onc]L,siondependson our totalcor=i=,@-r.:to2 shared\-isior..As allo; L:z

the B.,kTGroup of companies A-oui6cxve,-,the levelofcor-imicin-.n:.so
:a:-.*.-iasbeen

n-.rnos-,dii@'-.cairstages are ve- to come. @u- I L-ioA- maE, with \,our

conesiveorganisazo--operation.theabihn-to createa fulin rior,,A@hicn A,ii@r-%

us to rcaiiserrievision,iswithin ou. g:asr.

7:i;sisrhc firs-of a seriesof Bul)e-ms Nx-h:--'-willbe issued during the res-.

ti-rne-,abic.

Wbat ;s-beBat:alionmisslo,z-;@
Qui.esimo]N"todesignanorganisaeionwhichwillalloa-us to operate as a

conesive tot)acco company. The Proje@-'s atir.is to achieve -he greatest possi@-l!

d---zrezof delegation with absolutely clear a=ountabiiin-.

Wba.@isthescopeof Bat:aiion;@

P,-oiec-Bar,-aLon isintended to deliver an organisational strucrure which a@,ows

itobjec6ves intrc.anagement to make the decisions necessirv co achieve the

c:L:ickestand most efficientway.

Bar@alion is nor sirnplv about establishing a Tobacco Board. Ln facr,thiscoL@,-@@t

said to be a relativel%.'rrunoraspec, of the tx=,cise.I-isalso about ensuring -''a-
kev decisions and activitiesthat vield us competitive ad%-antage, or tha- C:)

:@cpotentialto do so,areunder-@akeneffec:.-vei-tacrosstheGroup.

(-n

W'hatdoesbeingtheworld@num'oeronecigarettecornpani-rre@:r;;@
In @he firstinstance,being number one -means sellingmore cigaretteson a giooa.@

;@asisthan our competitors. As more focused brand, trade marketing and co

anufacruring srrategiesdevelop, we wi@ enter a virtuous circleof rising @,a]L:t

s@-,areas well as rising volumes. co
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@-rourgrowthcornesattheex:)enseo@'
p@,ii;p.@forr:soroiirothercompetitors.

Tnewoid obacz:o-rarke:isbigenoughforbothoLLrselvesand Philiz)Morris to
grow and tIL7ve.Both grOUDS tOgCTnCr -l=enrlv account forjust25 p@ercent of
totalworld c@zaic-,-sales.ths leavesthree-quartersofther,-,arke-,ornearIN
4,000 bilon -@-;zare@res,inthehands of ex-gove-nment monopolies and other
smadc-- oft@-iianonai.compar@es. A-swe become bertero7@@sed and more
focuse@.A'IE@a cor=t:menr to exceuence in eve.-@-aspe--:o--our ope.-an

I
ons,we

expec: to .%-inshare @rom allour compen'tors.

m
'

Tsthe P-c,,,Ec:3n schedule-:@

Yes. 7ne Dia@-nosti:Phase was due to finishatthe end of-'iuiN..In fac-,we are a
liE-rJeahead c:our :);an.,iedtimetable.Howeve.-,giventhe:omdicxibes of our
preseni Group structure,@he end-November L-@tscneduiedfor
EnaLsL,i@.t@.zBiL;to-int@,igPiast redresent:sa rougn rarE:e--

Ti.,r,-@4,a:he al-m of the Diagnos.-ic Phase-'

T'he Diaznos,@z:Phase setout to cornpilea pictureof where we are now, how we
pe,rc,-!N-courselvesa--idwhat, it.organ.,"sarionalterms.,stands'oenveerius and
OU-1 0 -") c.

[a Fort, ,@:s i,-bieved;:

Our ac-,ivir-nwe.- divided into six areas and each one a5siz-.cd a leader or
'Driver'.a--'-Dr-%,erappoi-.ireda Drive Tearr,,-cneraU%-composed ofsenior
manaizemen- :_om ail:he Operating Groups. The Teams wert ent7usredwith r,,ie
task o,,*arai'N.sLnE:a scezificasr)eaof out organisat@or.and- w:rhinthat@unction,
corr@r.p-.0somt,con,-iusionsasto where our srrengthsan@ weaknesses lay. Tne
sixD.-.%-e-it,-rswere -\4arkering,Produc-,ion(including1--a;.\,IanufacTuringand
Researchan,'-Develooment), Legal,Finance and Informa@.c-.iTe.-hnolop-,
Corporate k@iainand H=an Resources.

Stratezica@%-.zhL DiaznosricPhase also srar-,edthe processo; function
by Euncriora-ncprocessby process,what we have toget-izhiinode- to rcaiise
thevisionor.IDecor-L

.
mg the world's number one tobacco comoani.

We also an exaniriarionof how otherworld-classcompanes operacein
certainspec,-icareas.

In acdirior,.Ba@-,alio,-iTeam \4cm't)crsconducred over 50 'broadpicrure'
inze-@-ie%vs@-,rhke- rnaragersaround the Group. There A-asa remarkable degree
of corsistenc,..-int@c @-iewsexpressedby the intmie%vets.Tricoutput of these
mc,.:iriFs "as

.

.n,,cintoa 'facrbase*,which providesa 's,-.a-oshor*of thecurrent
state0.'ou. o.-,zan@sac-,on,how we seeourselves,what we artdoin- 7igh,and
wh2- A-cartdoi-ig@%-rong.

Fina.@1%,we '-,---zanto'map' a lumber of ke% strategicde--;sionsin:he Group -
decisions -ake-ieffec-,ivrl@-and with therightslic)t)orringinformation.
wou@,d put .iso,-.csztpahead. co
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Hozt,and towborn t4,.:sPr@D!e--:B,;:-:.ilior.corn.-nunicate-@;;

P-tstitanonsweremadetoOpe.-a:inz'J:ou-:@CLLIcaorsandseniormaragers,asweEis
,ii2.nvB.,kTCooperating compann- gLn.--a--managers, at Barta@or-,'roadshows'.These
wtrc heldir.Hamburg, Gene%-z.StaLits.R;o de Janeiro,Singapore and Louisville.

Addibonallv,aE general inanazerswe.-.-sent a video with which to make a
presentamon co senior members or -.n= szar@.Feedback and cor=enrs from these
.-netti,-igswere monitored. So faLa ,cs-iorisehas been receivedfrom ove. 40
OperatingCompar@es.

'Arean-@,Dr.-'VeTea?rs cars;--'erea'7-noreI
.
rnportant *ban o!bers"

Cl,-arlvmarketing, includingaL'the associatedprocesses,such as produc:
6evelopme.,arand logisticLin@-azes.isai areawhich we rnus:getrightinorder-o
real,stou-,goal.Along xi&. mariu,ac7a.-ing,leafoperationsand R&-,D.which
rogc:he:-we arererraing'Opera6ons'duringthe BlueprinzingPhase.itisan

which isfundamental to our ousinesssuccess.We must have an aD-,)ropriate

orzar.,.sau
.
on in place in these ke%. a7=5, How we organise our acrivines'Ln these

oris'A,iDdictatewhat ha.-Dens-;sewh.-re.Itis,the.-efore,our concilisioisin
ke%-areaswhich wiE be mos-,L-iFiuc-i"-alin Blueprinting.Tne otherareas

@%-@Llbe smac=ed in the bes-,-;L:t)portsthese core activicics.

F>orhthe'Overarions'and '.Iviarketirz'E)--@vereams inciuderenrnenrari@-esirom
eac'-Oi)eratingGroup.

For -example,the-\IarkeringDriveTtan ischairedbv PaulAdams, wor'Kirg%-izi
F!aN-icd!!--@.idrade(Souza Cr=j. Ctort Dor=laff (@AT Germany@, Jim='
Re:nbiszewsk@@BATCO) and John Winebr,-.,aner(B&-W).

T.,ic0,,@,--rationsDriver isEarlKohn,,iors--,.@Es initialrearnconsistedo-l'\-ortnan
@BATCo), with Sruai7A-i@-cr,ir.sii--:@or-,.Randv Hamson (B&W), John
(B&:W), Erwin Kausc.@iB.-@TCc. TilfordRichl(B&,W), LuizSaboia

Souzi C-uzi,Ian Snowden (BATCO, ard We.-nerZapf @B.\TGe--man%-).

The compositionof theserearnsrnan-c,@2rizeduring the Biueprinv,-igPhase.

to @ii7ne the D4agnosti.-Phise. have nzarkerin,-nianagers been
smgiea out for more o?ze-,o-o@2e,nter,.,zetosth,innzancers in other.7reas;;C,

Even beforeProjectBartaiiori,i:was 2r)oarerrcha-,a much more co-ordinated
aocroach to the management ofou. '.-randportfoliowas essentialto compete :n

tobacco markets.Ou:-markc--ngacnviriesalsohave ven'signiiicant
L.=[lc3-.@onsforother aspectso:our opera:@onsand, assuch,w'ar-antedDar6cuia.-
a7,,-n.ion.T:ieour:)urfrom theDiap--.os6cPhase hasconfirmed thispe,-cepnor,,.

h'ozl-it-IIIthe Bl;ieprin:,n,@T-'@',.7sezc,,iiillyit-ork-;@

on analysingtheoutput -"rorr. 'broad picture'inter-viewsisnear,.ng
c@,-npicuori.Using thisinfo.-ma,,on.each Drive Team A,,*Ilconsiderwha- soc.-;fic
C.-.an2esneed to rake place it.-.nelra::a we are to delilc:-a fulln-inttgraced

Cc
Cc
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7'beinputto theBlucprinrinePhasewillalsoincludeworldwide 'bestprac-,Ic-'
comparativesand decisionmappLnE processes.A,,evc-N-sr2geof he edesiznone
kev concept wdl gj@dccheTeams ard thatistoachievethe greatestpossib@e
degreeof delegationwithiLsolure@%-clearaccountabilirvThe desip must ensure
thatmanagers atalllevelsa:eab;*.--.omake theiropnm urn contributioncothe
business,withinan LLnd.-rsroods--artmcframework.

How willthe Tea?ns' ac,-,L,-t.,esbe co-ordinated dur,ng
the Blueprinrln,-Phase@

NeilWidiirigTon,theLegalDrive:.has alsobeer,appointedProjec-Manager
working directlyAir-htheDireao.-of theProjec:,KeithDurii.N-e!@has been given
thetaskofensuringthatthereisa ancl%-inputfrom thoseTeams dcaiingwithche
Group'soher,ffinc-.ions@cc)=O.-a-c-kEa-Ln,Fir=cc, Legal,Human Resources
and rT!to thedchberatiorso@-rhtke,.,-\,iarkeringand Opc.-a-,ionsTeams. T",iis
neansan irrimed@arcresponse@sgua-ranrctdas and when a cont bu o . om

!E:-
ri rirfr

theseareasof processmanagtm.-n-.;si,,",ded.

The otherfunctionalreams,mtzrwhi@e.azemoving ahead wiffiderailed
BiueprL-itingprograr=esof ow-nand thiswillensurethevareit,a posin

.
on

todelive.-common clemerrsacrossi@:!Grou:)cotheOperariom and N4arkerLig
Dr-vc.-swhen calledupon to do so.

Ttieroleof theP,-ojc,-Manager is firsrl%
"
becauseno singleaspectofour

operationscan be viewed inisolador.an@- secondly@'t@ecause,the work of a
par-LicularTeam inevi@,abl@-mlis:*,@,cin.'ti-,cncedalmost dailvb%ldevelopments
e@sewhere intheP,-olec-.

How are the 'best prac--.Ice'com

*

t)arativesbeing com.ol'ied-
'X,-iththe help ofBain 8c Co. our rna.-La,@omenrconsultants,we aim to complete
our examinanon of othersuc--css.-uicomoanits as soon as possible@This
'benchmark@-ig'process%@E a-UoA-us-,o'compareour =ri srmcrurewith thatof
othersuccessfulFMCG inrtrnar:oralcompanies.The purposeof benchmarkingis
not to rep@r-ar-,thesrrumre of:.@ese-omc)an@es.Farfrom it.Lnstead.by looking

re.we @villensur 'narno potencialivathow otherinremacionalcoricaniesopera
suitablesoiu6on or problem iso@-eriooked.

From thiswe siouldbe abletoproducea comprehensivepicrireofhow our
tobaccooperationsshouldbe charged inordertocompete more c;ft=velvin
today'smarkets,whilemaintain-Ln(y:@.cLmr)orranrcomr)etiriveedee :hatwe derive
from thestre,,ig-hof our own uria,.iec--,],-ure.

Wba, isthe ti?nescalefor he Blueprinting Phase-;'

We intendcc)have a finalBluezi,-inrto c)r--sentto theCEC bv theend of
c::)
-t-

November so rha-,a.,i%-changes -@omake can be implemenr!,-4asearlyas
possiblein 1996.Thiswas theongiralrine:.abic.

How has theBartaliorpresenta@ionbeen rece,'z,,e2? co
Reactionco theProjec-@has becri%-erypositive.We have been consistently co

BAT Industriesdocument forProvinceofBritishColumbia3 November 1999

BAT INDUSTRIES 00096554



@m-.)r:ssedbN-the cor=.it-mentand enthusiasmo; tiieGro,--T's,ranagcrsand thereappears
to Dt 2.r,awarenessLirou&hout the Group, even inthose a:k.-iswhere our companies
e-i;ova suos-,anr:ialmarket share,that thisisan ideawhos.-@=,e has come.

C)n thebasiso" theearly out-put from the Dia,-nos,-IcPhase, u,,bat
IN :verefeltto be'the r=@or factors working in o-u7Tivour?

We have no- ve-,completed amlvs@ng the oumu-. @nde-a@. so farwe can sai-that rhC7:

isa widespre@d convictionthat'wehave the @rand pomo
,
uc.t

I
ne people,theexpertisean-:-

,nos@-irnpor:anrofaLl.thecollectivev,,dlto aLoA-us to be--omea much more effective
oreazisatio.@i.

ir these eari-%-7-esults,what was De-rce@t,e,@to be ou7- bigges, obstacle@@-

in @=:c:-a.1,people beheve that our objective demands a mcr: long-term,,more co-ordina:t--'
ent global strategythan we currendv have or -ior,:@mportanly, than ouranc corsis-,,

s---a=c :)errr@,ts.T"@icresultsof the DiaenosT@cP'--25,alsosuggest:hat we lack-
sEraz---@--cia-rin-.l@ds x-ilbe addressed.

a] Wha.- can I contribute to the Blueprr'nrng Ph:,-se;

Sort oi vou willbe approached for your views on a pamz-.@ar aspec- of the
Groun*s 0:)e,-auo-ls.

7.-rouq-hou-.:hisperiod it i5 cr-ucialthat our ongoin-,op=a--'c)rsdo not suffelWe must aL
ta.<t,csponsibi@n,forensuringthactheydo not.

LasL,y,cer-.ainTeam @Member-smight need you: support Airhtheirday-to@v
r--sponsibdit:ie.s.Please'-leipthem inany way you can.

to HotL- much do our other International compe:..-ors know abotit Batialior;

1:would be iaiveto assume that our competitorsare no-.aa-areofBar-,alion'sexistence.
However. Barzalionisa corrinerciallysensitiveinitianve.so picaseexercisediscretion.

10 'When willthe next Battalion comrntnication be@;@

I.,isour wish tocommunicate as oftenand as openly asc)ossiole.There willbe a Bartabon
cor--muruca-,ion,of one sort or another,eve.-N.month. InE-ie-,aeantime,pleaseicelfreecc
co,imc-uson thededicatedBat-ralionfax i4-4-171-630-1---'7@ifthereareany ques-,ionsyou
wa.;i:to aise.INe wdl continueto welcome you:-ideasanc zoritr-ibutions.

co
Pro7ectBattalion CC)

W;ndsor House, 50 VictoriaScrec:,London SWLH ONL

Tel: 01-@71222 7979 Fax:0171 630 174-
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