
MSD KEY AREA PAPER

BUILDING BUSINESS ADVANTAGE

1. Introduction

In 1993MSD setouttochangeitsdirection,workingpracticesandcommercialfocus.
Major achicv==rs were&aimedin1994.

AllOpCos artfollowmgicommon rr SmteU, based= businessclefin@rkuu=cnu.
Companies haveadoptedMRP]L processestohelpdrivedown cos- andincrease
flexibaity.Two canpaniesachievedClass"B* 25 companieshavt,orare,.
ksmIUng Chameleon andBPCS isnow dchvtringbenefastocompaniesfi)Uowmgthe
earlierproblemsin199111992.Reductioninworkingcapitalandinventorylevelsart
now beingreportedaroundtheworicl

A fiutl=sevencompanieshaveundertakentm-day BusinessSystemsWorkshops,
&cffimtedby MSD. Ilzu workshopsinvolvetheOpCo topr---nrerviewingtheircritical
busuxmsissues,whatisrequiredtowin and how theycanexploitrrtooompe=vc
adva=Mc. 71=c workshopsareW=fiA-mg localneedstoincreaseMSD's supportto
TradeNfa&zuag andconsun= mfonr=on, in2mmon toconfir=ngtheapproachto
MRPII andcowinuous=provm=t.

IntheUK n*or rntwu haveb=;nst-liedsuccmduuv.ExamplesareTEST
(SouthwnptonFactoryExpansion),MARKSMAN (TrA& Mark Management&
Control),FORESIGliT (Inqnarketsalesandinventorylevelsfor=sting)inTaiwan,
ACUN[E,N (Keyaccountp12nninandcontrol)inDuty Free,EDI linkstoSouthampton
suppliersandshippers,andinan&cticnoftheWorld-widenawork withSCrrOR and
LOTUS NOTES -

Finally,foucm* a fallday'sdiscussionon rr mattersbytheBATCO Boardon
November 2nd 1994,we havem-.dr@ theMSD MissionSw==t, updatedthe
criticalsuccess&=rs andimpicrr=tcda programme forunprovmgMSD's serviceand
deliverytoitscustom=. Actionsresultingfromthisworkwillbeincorporated=0 the
Be--tPracticesand&=buted toOpCo MSDS.

2- MSD MissionStatement

Tbc re-draftedmissionisto:

Exploitourknowlc* ofBATCo's businessand InformationTechnologytoachieve
globalbusinessirnprovcu=uandsustainedc=pcdtive advantagedumgh worldclam
stiffandeffeldvemanagen=t ofmutnal IT resources.

3. Policiesand Procedures

MSD's roleisto:

workwiththebusiom tounderstandneedsand buildsolutions
= asagentsofchangeandstimulatenew dLi@
adviseon rT issues Ln

C:)
Where possible.internalMSD activmesor processes%%iUbe out-sourcedtoincrease rli
flexibilityand/orso-@ice,providedthatitiseconomictodo so. LrI
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Ilc policiesandprocedurestosupporttinsmic artthatnew pmjea developments
shouldbe owned and drivenby thebusiness(secti-4).thesuppordzigtechnologiesmust
conformtotherr BestPractices(sect= 5) andtherr SecurityPolicy(secti-9)

be adopted-

The specificcurrentBATCO Managmneat ServicmiTTpoliciescan be fmnd intheduu-
vollim,-rr BestPracticesnianualandtherr ScauitvPolicymanual bothof whichwere
=h:tncedduring1994 andhave alreadybeencirr@ toaU OperatingCompanies.In
addition,a new "How to...*serieshasbe= i=@ withthefirstofthesebooklets
(-How toUse theCmzificldGrid-)havingbe= senttoallqmz6ons.

4. BusinessImprovement Process

In1= year'sKey Ana Paperwe w=D&wed a ftamework,calledtheDemand and Supply
CbAin,forpositioningthedcvekvmcntspi-nn-iatBATCO andtheOpCos. Tnishas
be= updatedand appendedas Appendix 1. AllOpCo MSD developmentsshouldfitinto
thisfi=cwork. Itisunlikelyd= an OpCo canma=p a rangeofprojectsfbrall
processes,andthercfbreeachtopteamwillbe cqxxtedto dcfi= thepriorityareasfor
d= situationand in@ priorityprojectstosupporttheseareas.AU otherpro)=u
shouldbepostponedtogiveclearfto ccdeliveryofhighunpactprojects.InCranfirifi
Gridtm thisme= foaLmW ontheTw=mndt Strategicquadram reducingthe

Staple/Comwork totheabsolutemk=um. MSDs -tbo-irldevelopstandardssothat
Stapk/Com work fora &=on = bemanagedbythefunctionwabout km ofdata
integrityandintegration.

S. TechnoloryInfrastmetures

BATCO willcontinuetodeveloptechnologys=dards,whichcnmm specificsystem
dcvtlopm=r,lowerlocalsupportco= andsvu= integrationasrequired.The

technologyiscurrentlybasedon a niixofcii=tturverand AS/400 togainthefull
prodi=vitybc=fitsfromnew tech k*= whgn preservingtheun==ent inexisting
s@-st=. L= yearwe identifieda wed foran d-r-- ofdictatefromthecewm forthe
=hwlogy mftastru=re.ThesestandardsweremrmiatedintheIT BestPrA6=
Paper.

6. Impact ofPromectBATTALION

As BAT moves towardsmanaging aglobaltobaccobusmess,definedthroughProj=
BA77ALION, itisimperativethatallfimctionsandprocessescanoW= respcnsivtlv
and flexiblyaroundtheworld.Thiswillonlybe achievedthroughfullexploitationoffT,
consis=dy implementedinallBAT tobaccogrouplocations.

Detailedcomnwn standardswillbe agreedfbrallcomponentsofthemfiastru=rr fim
networksthroughdevelopmenttoolsm toapplic=onpadmm thestandardswill
id=tLf%,where common packagesarees=tialandwheremterfam betwem s@@ are
needed 71= standardswillbemandator%-foraD I=mm toadopt.We willcnmm as
fullconsultationas possibleinsettingthesestandardsfbrthe=erging Tobacco Group.

Ln

Ln
--4
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AU projectsand proposedIT kNwanenL shouldnow be reviewedcnucauv. Where
pmible, projectsshouldbe postponeduntiltheagreedstandardsam published Ocarly

a pmjectcho-i-inmbe posqxx2cdifitputsthebusinessatrisl Ifinany doubtaboutthe
impactofstandardsona proj@ d= coat= JA. Bo=me ortherdev= OpCo MSD
Advisor.

7. W2rid Clm StiLff

We can onlydeliverworldelm rr throughworldclasspeople.We willreviewthe

MSD =npa=ccs intheUrs SlaUsGnd tocum d= OpCo mcds arercflc=&.The
resultingGridwillbe usedas thebasisforxknafymg skillsgapsand &-veloprn-itneeds.

OpCos willneedtodevelopand recruithighperfdrrrww stafftosupportthee-;tinjun

MSD mic.

Oppornun= forsharingMSD resourcesacrossOpCos shouldbe sought,bothto
reduceoverallreglonalcostsandtoprovwe &-m4ram opportmitiesfbrhigh
performan= stafe

MSD's revisedrolerequirescommerciauy-focusedia&vwuals=king a critcalcross-
functionalviewofthebusiom. T=s itisanuicalpositiontoprovide&nqmr-k
developm=tw keysmff A fomialreviewp shouldbe initiatedwithineachOpCo
toamnfer orsecondhighperformingstaffintoand outofMSD.

S. IT Securhv

The IT Sommm policywas distributedtoallOpCos in 1994. BATCo's detailed
supportingsecurityprocedureswillbe dradated toallOpCos by April1995 fbruseas a
blueprinttodeveloplocalprooodura. Itshouldbe notedthm theRATCO Board mkes IT
securityandprotectionagainstvirusesand unaudwnsed accessverysenoush-,andthis

shouldbercflcctedinthelocalpmca&=.

J Bottome
15 March 1995

Ln
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MAJOR BUSINESS DETAILED 1111SINFSS PROCESSES BATCO DEVELOPME
0 PROCESS
f+
-h . Business Planning 13usincss Plannin is inicicrated planning sysiciiis Conlinucdevelopnkeiiiand support
0 incorporalingcompanyand operationalplanning.Integrated Planning/MOPE models(EPICJFCS

plansshouldprovidedirectperformarxemeastircmcniofitic SelectreplacementforFCS financial
operationalplanversusificcompany plais. sys(cmforexportmarkets.

0 Consider.inconjunctionwithRBIrs
OpCel, inlpFOVCMCHI in infOFIIIRIIOn

withoeducedclericalcffoti.
0 Improvercponingoffinancialand
(D iiifoniiation.
0

Promotionand L3rji-ndMan,-igcmc(ispfoaclivclynianagingatidlisveslingContinuedevelopmentofin-mrkci
Selling ina portfolioofbrandstobuildlongtermbrandequity. analysisandreporting.

IiironnationexchangewithBSB Do
otheragencies-

U) (LOTUS NOTES) tosupportBrand
7 Developgeneral*whatif"modelsto
0 optionsand changes toBrand Equity

0

E" Constimcr Markciing isidentifyingand meeting theneeds of Review business needs.
consumers intargetedsegnien(sthroughponfolioo(brands iii Seek group Synergy forsystems deve3 aprofitable inanner. Develop ftantewotkforconsumer da

cr

Mii;kclFtcyarci(iticl.cottipclilor.prodtk;t.consumer Support forPQRS. BATPROBE cic.
research)ismeasuring therequirementsof themaiket. Review need for Integratednkagkctin
includingcompetitiveactivityaiidprovidingtheresultsto 41te and easeof accessto information.

>
owners of outbrand propositionsin a quantifiableway. Ensure allinternaland thirdpartys(

consistentand integrated.

Prototypere4uircmcnlsofa Morkell

Inroma(ion solutionforcentraland

Product Dcvclopmcnl isdevelopingthephysicalproperties Consider improvenkentsin processa
of (I%tproduct toappeal toa definedsetofcusionierneeds and support toensure innovationscan

withindcrinedconsirainisand memuits ofcommercial market faster.
success. I Encourage innovaiion.
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0 PROCESS

TladeMark Mrmi isthemaximisationoftraderclledigl@is Develop and implementPhase 11syste

(D
andtheenforcementofthoserightsin Ordertoprotectour RFMARKIMARKSMAN (TradeMark

abilitytoitiantifictufc,niaiketand SellOurbfaiidsinIIATC(I Management and Control)by May 199

markets. Identifyfiirlherjustifiedbusinesschan
systemsiiiipfoveivicitisforremaindero

0
Channel MPM1 istheprocess10reachtargetconsumers CompletebusinessanalysiswithBAT
throtiglithetrade,tohelpthetradeincreasecategoryand deliver4)ttanium(rradeMarketingIn

0 brand salestocotisuiticisand toimprovedirectbrand System).AclivelysupporteachRegio

profitabilityby practisingmutualitywithtradingpartners. implementationofinterimsolutionin
withTM A D.

C) CusionierServices Fofccasiinshouldbemadeasclosetotheconsumeras Developcommon methodologyforeffc

(D possibleand nw&llcd throughthedistributionnetwork, Salesand OperationalPlanningproce4

0 incorporatingleadtimesandminimumstocklevelsinorder balancedemand froma groupofmark

topredictdemand on thefactory.This processisknown as supplyftomone ormore productionu

DistributionR;sotircePlannip 1995.

Fnhance In-MaFkci salesand invento@
forecastingmodelsforRHI)s'exportn
end 1995(FOIIESI(;IFI).

0
0

OrdcrPromssinyiscollectingactualcustomerdemand and SupportsingleSales& Marketingsys
recording.Customerordersshouldbe nct(edoffforecasts. supportseveralmarkets,initiallyBclg

cr
Customerordersplusforecastswillbeusedtodrivethe "olland.
Manufactureand materialsplans.

Review potentialforEDI to improve

dramaticallyinier-companytrading.
coa

>
Implementprocessimprovementside
Dooz-Alicnstudy.

pillil!gistlkprocessoriisvoicigigclisluliicrs,collcclill8cast$ Agreecommon slandeFds/directioi)fo

and eitaiijigiiigcfcdil. MRI'llClass'A'andnkoitiaotiol"tit
forBPCS and CIIAMEI.EON.
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0 PROCESS

Sourcing and Sopjr,@ isdecidingthemost economicand efficientsource Review businessneeds,issuesand constr
formanufacturedproductivhcnmultiplesuppliersorfactoriesany)forregionaland globalsourcingstra

(D
I)istril)ulioes

exist. andoperationalplanning.Developtcgio
Salesand OperationsPlanningprocedure

0 I)istri@ulionisallofthelogisticalelementsassociatedwith Implementcommon manufacturingand
deliveringfinishedPFOdlIC(10 CIISIONWFI. Thisincludes distributionsystemfornwre thanonep
Warehouse Capacityplanning,Freightanalysisand route facility.initiallyBelgiumand theUK.

0 planning. FurtherdevelopmentofDPP functionsw

< theexportbusiness.

S'
Manuracturing Manufactufinyistheconversionorrawmaterialsinto Implementrol"utforBPCS and

finishedproductorsub-asseniblies.Cut ragtobacco,filter Cl[AMELEON and monitorprogressto

0 rods,and GI.Tprocessedleafmay beconsideredassteb- Class'A'.
assemblies.

Support FCgiORalSystemsStrategyforCC
America.

f+
Ui' DevelopregionalstrategyforEurope.
=r Developand reportMRPII Class'A'pcr(4

0 measures,throughout1995asagreedby

0 OpCo and RBU.

E'
]mplanien(Integratedmanufacturingsyst

3 accordancewithoverallProjectTEST
(Southamp(onFactoryExpansion)deadii

ReviewSouthamptonactivitiestosimpli
processesandsulontate,wherejustified,
achieveNWII Clam A and reducecosts,
incorporateagreedactionsarisingfromI
Dooi.-Allenstudy.

Establish*bestofbrccd*GLT system
recommendations.

to
Implement In-nmrkelsalesand inventory
forecastingmodelsforRBUs'exportm"
through1995.
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0 PROCESS

(D Proctirement/Slipply Furcitasinitisthenegotiationofpricesandestablishmentof Reviewpurchasing,payingand supplying
contractswithsuppliers.The selectionand developmentof materialstocutactivityand coststhrough
lsigh-qualityand lowcostsuppliers.Buildingsuppliersas applicationofED[,contractualagreemen
bkisincssPaFInCFS. infotnialiottexchangewithkeysuppliers

0 Southampton.

lniiialecommon codingand defitillioitto
0 globalprocurement.

Buying istheprovisionofschedulestosuppliersdictatingthe Review potentialforusingEDI torc-cngi
C) quantitiesanddaicsofmaterialrequirements.Mikictials theprocurementprwtss.
(D RequirementsP12nningwillprovidethisinformationbasedon
0 themanufactureplan. Considerinformationexchangewithkey
h suppliersandbuildingbusinesspartncrsh
a) Developcommon codingforBATCO.

Slockin(WMS. RARS, Leaf)isInventorycontroland Reviewpossiblechangesinsupplyprooes

=r
planning.The management ofstocklevelsacross(he includingsuppliersowning allstocksand

0
company, deliveringnmtcrials(onuchinesasreque

0 Developcommon databaseforleafinvent
E' aroundliteWorld.

3
cr Invoicepa lmfflisthetransmissionoffundstosuppliersand Reviewareasforradicalreductionsincle

debtniatiagcnicrit. effort,smh asself-billing,throughEDI.

Internal Support Trcasu istheprocessofmonitoringand reducingthe Supportnew treasurysystem.

Function
company'sexposuretoforeignexchange,inlCFCSIrates,
customersand banks.

inrrostructure

Cash manaterncniistiteprocessofpredictingcashflows. Developmentofcashflowforecastingm
both forecastedand actual,monitoredagainsttheoperating Exploi(cxistingmodelsthroughouttheG
plan, Investigate&teasforgroupsynergyinsys

development.
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SuppgrtSystem includeallactivitiesthatareneededto Developand Implementflexible,=W
(D supportthebusinessProcessesideniirtedand tofulfilthe effectiveglobalnetworkprovidingsUn

statutoryobligationsofthefirm.ExamplesincludePaytoll, communicationsfacilitiessuchasLotu
Personnel,MSD, finance,accounting,officeandother lhroughou(1995,viaSCITOR,
administrativesupport-

Agree common datadeflaitionsthroug
(Niiercentrallyco-ordinaledordirectedactivity. BATCO toenablequick,simpleand so

0 informationexchangefrom and toan)m
< theworldand reduceunnecessarypapt

Agreekeydatailemsand dcf*inilionsb
1995,

(D

0 Identifyand implementstandardsetor
managers toaccessoperationalinforum
producetheirown performancereports

RecommeFid standardofficeproducts,
consultationwithOpCo MSD'S.

:r

0 Developproceduiresforsupportingcen

0 developedsystemsaroundtheWorld.

E*
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