MSD KEY AREA PAPER

BUTLDING BUSINESS ADVANTAGE

Introduction

In 1993 MSD set out to change its direction, working practices and commercial focus.
Major achievements were gained in 1994,

All OpCos are following a common IT Strategy, based on business defined requirements.
Companies have adopted MRPII processes 10 help drive down costs and increase
flexibility. Two companies achieved Class "B" status, 25 companies have, or are,
wstalling Chameleon and BPCS is now delivering benefits to companies following the
earlier problems in 1991/1992. Reduction in working capital and inventory levels are
now being reported around the world.

A further seven companies have undertaken three-day Business Svstems Worksiops,
facilitated by MSD. These workshops involve the OpCo top team reviewing their critical
business issues. what is required to win and how they can exploit IT to competitive
advantage. These workshops are identifyving local needs to increase MSD's support to
Trade Markeung and consumer informaton. in addition to confirming the approach to
MRPH and continucus improvement.

In the UK major systems have been installed successfullv. Examples are TEST
(Southampton Factory Expansion), MARKSMAN (Trade Mark Management &
Coourol). FORESIGHT (In-market sales and inventory levels forecasting) in Taiwan,
ACUMEN (Key account planning and control) in Duty Free, EDI links to Southampton
suppliers and shippers, and introduction of the World-wide network with SCITOR and
LOTUS NOTES.

Finally, following a full day's discussion on IT marters bv the BATCo Board on
November 2nd 1994, we have re-drafted the MSD Mission Statement, updated the
critical success factors and tmplemented a programme for improving MSD's service and
delivery to its customers. Actons resulting from this work will be incorporated into the
Best Pracuces and distuributed to OpCo MSDs.

MSD Mission Statement

The re-drarted mussion s to:
Exploit our knowledge of BATCo's business and Informartion Technology to achieve

global business improvements and sustained competitive advantage through world class
staff and effecuve management of external IT resources.

Policies and Procedures

MSD's role is 1o:

e work with the business to understand needs and build solutions
¢ act as agents of change and stimulate new thinking
e adwvise oo IT issues

Where possible. internal MSD activities or processes wiil be out-sourced to increase
flexibiliry and/or service, provided that it is economic to do so.
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The policies and procedures to support this role are that new project developments
should be owned and driven by the business (secnon 4), the supporting technologies must
conform to the IT Best Practces (section 5) and the IT Security Policy (section 8) mmust
be adopted.

The specific current BATCo Management Services/ 1T policies can be found in the three-
volume [T Best Practices manual and the [T Secunty Policy manual, both of which were
enhanced during (994 and have alreadv been circulated to all Operaring Companies. In
addition, a new "How to0..." senies has been introducad, with the first of these booklets
("How to Use the Cranfield Grnid") having been sent to ail operations.

Business Improvement Process

In last vear's Key Area Paper we introduced a framework, called the Demand and Supply
Chain, for positioning the developments planned at BATCo and the OpCos. This has
been updated and appended as Appendix 1. All OpCo MSD developments should fit into
this framework. It is unlikely that an OpCo can manage a range of projects for afl
processes, and therefore each top team will be expactad to define the priority areas for
therr situation and titiate prnonty projects to support these areas. All other projects
should be postponed to give clear focus on delivery of high impact projects. In Cranfield
Grid terms this means focusing on the Turnaround Strategic quadrants, reducing the
Staple/Core work to the absolute mimimum. MSDs should develop standards so that
Staple/Core work for a fiunction can be managed by the functon without loss of data
integnty and integrauen.

Technology Infrastructures

BATCo will continue to develop technology standards. which ensure specific svstems
development, lower local support costs and systems integration as required. The
technology 1s currently based oo a mux of client/server and AS/400 to gain the full
productiviry benefits from new technologies whilst preserving the mvestment in existing
systems. Last vear we identfied a need for an element of dictate from the centre for the
technology infrastructure. These standards were circulated in the IT Best Practices

Paper.

Impact of Project BATTALION

As BAT moves towards managing a giobal tobacco business. defined through Project
BATTALION, it is imperative that all functions acd processes can operate responsively
and flexibly around the world. This wil] only be actueved through full exploitation of IT,
consistently implemented in all BAT tobacco group locations.

Detailed common standards will be agreed for all ccmponents of the infrastructure from
nerworks through development toolsets to applicanon packages. the standards will

identifv where common packages are essential and where interfaces between sv&ems are
needed. These standards will be mandatory for all locations to adopt. We will ensure as
full consultation as possible i setting these standards for the emerzing Tobacco Group.
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All projects and proposed [T investment should now be reviewed critically. Where
possible, projects should be postponed until the agreed standards are published. Cleardy
a project shouid not be postponed if it puts the business at risk. If in any doubt about the
impact of standards on a project, then contact J.A. Bottome or the relevant OpCo MSD
Adwisor.

World Class Staff

We can only deliver world class IT through world class people. We will review the
MSD competences in the UK's Skills Grid to ensure that OpCo needs are refleczed. The
resuiting Grid will be used as the basts for identifving skills gaps and development needs.

OpCos will need to develop and recruit high performance starf to support the changing
MSD roie.

Opportunities for sharing MSD resources across OpCos shculd be sought. beth to
reduce overall regional costs and to provide development opportunines for lugh
performance staff.

MSD's revised role requires commercially-focused individuals taking a crincal cross-
fuccuonal view of the business. Thus it is an id=al position to provide fast-track
development to kev staff. A formal review procass should be wminated within each OpCo
to transfer or second high performing staff into and out of MSD.

IT Security

The IT Secunty policy was distributed to all OpCos in 1994. BATCo's detaiied
supporting security procedures will be circulated to all OpCos by April 1995 foruse asa
blueprint to develop local procedures. It should be noted thar the BATCo Board takes IT
security and protection against viruses and unauthonsed access very seriously, and this
should be reflected in the local procedures.

l,,

J A Bottome

13

March 1995

v~
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CONSUMER DEMAND AND SUPPLY CHAIN;

L, DEVELOPMENTS AND SUPPOR'T

APPENDIX

MAJOR BUSINESS
PROCESS

DETATLED BUSINESS PROCESSES

BATCO DEVELOPMENTS

ARFAS FOR OPCO
DEVELOPMENT

Business Planning

Bussineys Planning s integrated planning systems
lncorporating company and operitinal planniog. Integrated
plans shosld provide direct performance nicasircment of the
operational plan versus the company plan

Continue development and suppont for Company
Planning/MOPE models (EPIC/FCS)

Select 1eplacemient for FCS financial planning
system lor expost nenkets

Cousider, 1 conjunction with RBU's and
OpCo's, improvement in information exchange
with reduced clesical ¢Nort.

hmprove reporting of fiancial and management
information.

Develop local support models
Consider nmproved process to reduce
eflont and paperflows intemally and
externally 10 BATCo.

Promotion and

Selling

Brand Management s proactively managing and investing
in a portfoliv of brands to build long tern brand equity.

Comtine dc\'clupmc'nl of in-muarket sales
analysis and reporting |

Information exchange with BSB Dorland and
other agencies.

(LOTUS NOTES) te support Brand priorities.
Devetop general "what 1" models to evaluate
options and changes to Brand Equity.

Local sysicins developinent aimed al an
hutegrated marketing system.

Sysiems for updating shared database for
Regional/international brands

Consumes _Marketing is identifying and mecting the needs of
consumers in targeted segments through pontolio of brands in
a profilable manner

Review business needs.
Scek group synergy for systems development.
Develop framcwork fn consimner ditabase.

Review business needs.
Develap local consumer database

Market Research (incl compatitor, mroduct, conswmnet
rescarch) is measuring the 1equiscinents of the ke,
Including competitive activity and providing the results to the
owners al'onr brand propositions in a quantifiable way.

Support fos PORS, BATPROBE clc.

Review need ot integsated nacketing ditabase
and case of access (o informition.

Lnsure all intcenal and thied party software is
consistent and integrated.

Prototype requisements ol a Marketing
Inforutation solwion for central and local needs

hinplement, suppont PQRS, BATPROBE
Cle,

Ensure locat devclopmients conforen to
conunon standards to enable future

informiation exchange if justificd.

Produet Developanent is developing the physical propertics
of the product to appeal 1o a defined sct of customer needs and
within defined constraints and neasures of comnmercial

success,

Consider improvements in process and systems

sapport 1o cosure innovations can be brought (o
warkel faster,

Bucourage innovation.

Develop local models and support.

Liuplenient project management suppont
Syslems.

-
.

.

~d
o
QN
Ne)
Jd
-}
<)




0doLvd

79091100

6661 [1dy £Z eIquIN[OD YSnIIg JO 3UIAOId 10} JUBWNIOP 0D 1VE

'MAJOR BUSINESS
PROCESS

DETAILED BUSINESS PROCESSES

BATCO DEVELOPMENTS

AREAS FOR OPCO
DEVELOPMENT

Trade Mtk Mgmt s the maximisation of trade rehated tights
and 1he enlorccment o those tights 1 oder to protect om
ablily o sanabrctare, s b ot and soll o baolds in BATCG
nutkets

Clamnel Mpmt s the process o teach Buget consiicrs
thruongh the e, 1o bedp the tade increase citegory ivmd
braud sales to consumcers iond (o impeove disect bt

profitishility by practising matuality with tciding pintners

Customer Services

Farccasting should be made as close o the consumer as
pussible and modclied through the distribution netwark,
incorposating Jead times and minimun stock levels in order
10 predict demand on the tactory. This process is known as

Distribution Resource Planning.

Develop amd mplement Phase 11 systens lor
REMARK/MARKSMAN (Ttade Mk
Management and Contiol) by May 1999

Idently further justificd business changes and
systems improvements for icaainder of the year.

debver Owantuin (Frade Marhering Tnfoiation
Systens) - Actively suppot cach Regian with 1he
suplemcnbition of miciun solution i agrecient

with T™M & 1)

Wotk with Group Tradenwmk Departnient
(CTD) 1o establish cflcctive ways of
updkatingg and accessing dista held wittun
Maketing and specifying fuluse
opporunitics.

.‘\_bm.;nlu MONLION Fequitemieatts with
M & D lmpleiment interim solwtions ay
ageced witly cach RS and TN & 1)

Develop conmon methodology for effective
Sales and Operational Planning processes 1o
balance demand hom a group of markels and
supply (rom oue or more production units by end
1995,

Enhance in-market sales and inventory levels
forecasting models for RUBUS' export markeis by
end 1995 (FORESIGHT)

Develop decision support systems thi
generale forecasts. Use systems to
understand where and how statistical
forecasting lechniques can be used. Use

these techuiques to set up and implement
DRP.

hnplement FORESIGHT as appropriate,
linplement Sales and Operations
Planning.

Order Processing is collecting uclual customer demnand and
recording. Customer orders should be netied off forecasts.
Customer orders plus forecasts will be used to drive the
Manufacture and malerials plans.

I3l bs the process of invaicing customers, colleding cash

and anaging credit

Support single Sales & Marketing sysiem to
support several markels, initially Belgium and
Holland.

Review potential for EDI to improve
dramatically inter-company trading.

Implement process improvements identificd by
Booz-Allen study.

Ag]u. common stndands/Atincction ful”n;.l-\»i.\‘:_ving
MRPIE Class "A* and mowior toll-oul progrsmme
tor BPCS and CHAMIELEON

Reduce the amount of clerical effort by
cffective use of BPCS and CHAMELEON
togethier with EDI with major customers.

Asabove
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AREAS FOR OPCO

___ PROCESS DEVELOPMENT

Sourcing und

Sourcing is deciding (we st cconomic wnd cfficient source
for masufactured Product when mukiipte supplicrs or fuctores
exisl

Review business needs, issues and constrainds (if
any) for regiona) and global sourcing strategics
and operations ! planning Develop regional
Sitles and Opesations Plinning procedures.

Review possibility of Tocal database
reliating to all local sourcing
arfangemcents,

Distribution

Distribution s ab of the logistical clements associated waly

delivering finishicy product to cusioiners. Thig inchudes
Warchouse Capacity Planning, Freigh analysis and 1o
planning

—
Manufaciu ring
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M;u)uﬁ;clunng 18 the conversion of raw malerials injo

finished product or sub-assciblies. Cut rag tobucew, filter
rods, and GL.T processed leaf may be considered a8 snb-
asscblics

T —— .

huplement conuman saanulacturing i
distribution sysieia for more than one production
fucility, ininally Belgivm and dhe UK.

Fanther tevelopment of DRy hanctions withig
the cxpoit business,

_—_—
tmplement roll-ou for BPCS and

CHAMELEON and mowtor pragress 10 MRP{]
Class ‘A",

Support regional systems strategy for Central
America,

Develop regionat stralegy for Europe.

Develop and 1epost MRPIH Class ‘A’ performance
measures, throughont 1995 4 agreed by cach
OpCo and RBU,

Implement integrated manufacturing systems in
accordance with overall Pioject TEST
(Southampton Factory Expansion) deadlines.

Review Southampion activities 1o simplify
processes and automate, where Justified, o
achieve MRPII Class A and reduce cosls, and
incorporate agreed actions atising from (he

Booz-Allen study,

Establish "best of byeed* GLT system
recommendations,

lplement in-market sules and inventory fevels
farccasting modets fos RELUs ¢xport minkets
theough 1995 __

T e e

Review performance measures and
Systems o support Class ‘A’ distiibution.

Comiplete iuiplemientation of BPCS and
CHAMELEON, implemcnting common
processes and support continuous
business improvement towieds MRPYL
Class 'A status.

Coniplete implementation of Regional
Pplanning system in Central America.

lmplement feporting systems for ncw
agreed performance nieasures, together
with locally defined performance
nicasures.

Implement forecasting niodels for exporl
and domestic markeys.
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[ MAJOR BUSINESS |

PROCESS

DETAILED BUSINESS PROCESSES

BATCO DEVELOPMENTS

AREAS FOR OPCO
DEVELOPMENT

Suppost Systems inchide all activities that are needed to
support the business processes identificd and 1o fulfil the

statuwtory obligitions of the firm. Exanples inchule Payioll,

Personnel, MSD, finance, accounting, office and other
adminisirative support.

Ohhier centrally co-ordinated or direcied activaty.

Develop and implement Aexible, scaleable, cost
cllective global network providing standard
conununications fucilitics such as Lows Notes,
thronghout 1995, via SCITOR.

Agree cotumon dita definitions throughout
BATCo to enable quick, simple and secure
information exchange from and to anywhere in
the world and reduce unnccessary paper flows.
Agree key data items and definitions by end
1995,

Identify and implement standard set of wals for
managers to access operational information and
produce their owa perfonnance reports

Recommend standand ollice products, alicr
consullation with OpCao MSD's.

Develop pracedures for supporting centrally
developed systems around the World

Adoption of NOTES Guidcbook and
Local Arca Network implesmcatation
standirds.

Preparation activities for integration with
world-wide nciwork.

Implement commmon codes.

Develop local systems in Yine with
BATCo approved end user product.

Migration 1o BATCo standards through
mandated adoption of I'T Best Practices.
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