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ABSTRACT

supply chabn concepl s admost nes in the developing countes lihe Bangladesh, In
Banghadesh, Betish Ameican Tobaceo {13A P13y works with implementing supply ¢hain
manazement al slage-3 ol supply elunn matarily mocdel, The departments nwlude in

BA T supply Chuie managenment ae nierial managenient, demaned msnagement,
production management. spiies manaeenent, fnished gouds disfribution manasgement,

transporlation management. leal planning and spurtfexparl MRN8 e e,

Inthis prajeet BA T supply elusin sy stem was studjed alonge with then demand and
[orecasling processes. rocuiement process af leatl wrapping nusterials and indiredt
goods and services. The whole project was carricd out witl the ocuubance of BA LR
supply ehain manager. procurement manager of direet materials. pEOCUrement nanaeer of
mdirect materials, demand manager and logistics und planning manager.

Adwer studying BATB supply clizn. it was [ound thal RA I3 procured leal for [ew brands
and about 0% of wrapping materials locally, BATE supply chain depariment is slrangly
invalved inosuch locabization process of raw materials and successfully implemented the
kunbiun inventury conuul system e further moving wavacd 17,

Procurement pracesses of BATE indineet goods and services also discussed wilh
meseatng o portfulio of indiect goods and serviees in Appendiv - 13,

Forecaseing ol few brands of BATB products me shown and chseussed, und o sample of
BATE service level agreement with thewr wiapping material supplier presented in

Apprendin = A as well

X
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Linished govds o costomer s, indirect goods & serviges to all Tunctivns winle

aptimiamg custome satislacton,

I tods s rapidiy chianging business enviroament, ever grealer demands are being

placed on busness

+ Lo provide prodicts ad services quicker
s wilh greater added valoe

o (o the correcl location

+ with contrelled myventory position

€ stommers want mere qualily, desipn, mnovation, choice. consenience and service

and they want tespend less maney, ellort time and risk, The supply chain ol o

compans consists of ditteren depatments. rangimg fram procurement of naterials

101 cuslomie servicy

“Supply Chain™ ool o new conee i i madern era bul. s ot widely

structured mthe developing countries T the present context of Bangladesh. few

mudtmateenad and vationad companies sre inadng “Supply Chain™ syalent. British

American Tobaceo. Banuhadesh is one of them, The main purpose ol Ue projedt is o

reviewine the “Sopply Chain™ system peacticed in British Amernican Tobacew.

Bangladesh, [inchimg wut the present prablem and futne dircetion for the bessons lor

othery o benedi

1.3 Objective

Lhe study ol supply chain syswem i BATE s basically anned a3

[

ad

L]

Conceptual understanding alend 1o end inlegrated supply chain

Sindy uf demand planning prowcesses

Study of supply cham process systenes wd practices in Biitish Sanerican
Tobacet, Bungladesh Tocwsing specialls on soureing as beluw:
Procirement processes of dhirect materials

Procurement prowisses of inditeel malerials

Study af logistics syetems and activilics in logislics operatinm
Development ol o schenie ol ppocurement af idirect materials and s
integration e the main supph chisn sy slem

Study of dillicultics In implementing the suppls chain wanagement in BATH

[



1.4 Seopne

Supply Chain Management means translorming a company™s "supply chain™ into an
uptimally efficient, customer-satisiving process. where the elfectivity of the whole
supply ehadn s mwore iportant than the elleetrvaty ol vach mdividual department so
froo 1he dee lTmition., i s ol ioos thal sapply chain and masagemaent bosee & vast arei
al study, The system vartes Brome compemy o connpany Fere the repartis limited 1o
the study ol -Supply Chaim’ system aof British American Tobaceo, Bangladesh. The
teport iy [ ther limited o the study ol Procurament” fungtiom af BATE 1L doues ol
explam evalvation procedure of any other local or fngign supphers 10 other product
cateporics, No other evalnation procedure is lollowed wprepare this reporl. [ also
dises nat give comparison of o number of supplicrs in the simila industry, Huwever,
this may be a useful guide for the vrgamezauons highly dependent on supply ol direet
andd mdireet maleriads, They can get valuable suggestions w ;'Jru:lpurl: UESLIOT A ITe

and conduet evaluation of ey supphiers Trom i

1.5 Outline of Mcthodologies

Fhic study will be canried on,

a) with the attachiment of 13AT13 experts and gaimnyg introductory knowledee about
planning, scheduling. procurement and disiribution processes

by wisiting the facwory, study of product profile and mosalacteemg process with
gualily contisl

¢} anubyzing the mevious sales data and evaluating the Iature demand by
furecasting methoul

dy analvang the categony of indiect malerals and preparing a perttolio ol indireet

material

[



Chapter-2 OQuerview: British American Tehacco

2.1 British America Tobaceo Group: An Overview

The British American Lobaceo Qroup v one of the workls leading moltwational
manuliciuiers of some ol the best cimreltes whose broands are sold in TR markels
ol the sworld I s s company swoho s o feader inone ol dhe aost controve siat

kst ies and iy s oeeals,

BAT produces high guality obacco producty to meet the diverse preieronees ol
milbions of consumers. and swock 1 all arcas of business — - lom seed W smoke”, "L he
companies are committed to praviding conswmers with pleasure through excellent
products. and o demonstrating that fhey are meenng s soals o ways thal are

consistent with reasonable sogiclal capectabions ol o reasonable wbacco group m the

=l
217 century,

T he o consists of Tour ihaceo subsidiorices as follows,

= INitish American Tubacod Company Linuked. sohich produees cigareties
in 00 countries having 85 factorics with an overall market share of
14 6% 1 has mket coserage in Evrope, Australa Lalin America, Asia
and Almea
Browen & Willinmson Tobacco Comoration. the thivd loruest woboceo
company in the 1
= Ertsh Amencon Tebaces Company (Germany
= Soued Cure S thie kel leader in Brazil and o world leader m

torbaces leal espurt

Bish Amercan Tobaceo Chrounp is the seeond largest stoek markel listed group by
the glodal share. Having keadership over S0 coontries. the company suld around 777

Ikl clzareites represenbing de clobal markael shaae of F G

BATT came g operation wsath vng obypedtive, woseeh manket leaderhip in all

countrics where a market exists, Tracing back o the heritage when Tmperial



Tubieen Company of UK oned with Ametican Tobacco Company of LS, in 1912
the evolution o Brisish American “Lobaces Company come 10 o0 wuceess, Lhe
diflerentivted portohe of brands meludes well-established internotioaal brand- such
s Lucky Strike. Keat Dunhill and Pall Mall. Benson and Hedges. John Player Gold

Leaf, Stale Express 533, Star. etc -

Briish American Tobacco acknowledges the controversial nature of their business,
The aim of the Group is o have an open and constructive dalogue with their
internal and exiernal stakeholders 1w demonstrate the ettectivenegss of being o
respansible company by selling quality products. They aim w strive For better
performuance socially and commercially by selling pleasure 10 those who have
already started smoking and prohibit thuse who have not, through different antl

sinokig media communication
2.2 Business Focus

Clgarctle poses rish to health and raise inportant questions about how to define
responsible product stewardship However, BDAT believes that they can successtully
balance  the cconomic with sociad and  cnvironmental  dimensions ol thew
performance through actng and demonslrating responsible activities W create a
socially responsible company inage among their consumers. In a society where
expectations from multinational companies have become increasingly high, BAT
recognizes that they must achicve the trust of the sociely whure they operate.
Through embedding the principals of Corporate Social Responsitiliey (CSR), by
hiving apen talks with key stahehalders and end uscrs, . BAT decides 1o take TSR

as a Stratesic [mperabive Tor their operation o the industry

2.3 BAT Repions

The Group has a robust position in all regwns, Thew broad based portiolio ol
mternational, regwonal and local brod provides them the platform [or achicving
clobal Teadership of 1he whacco imlustry, As @ husiess thal has grown from the
miernational  rools, Britsh  Amencin Tobaces s not a tapleal “westeny

preanization A key feature of e proup s s devalved strocture. with cach local



company having wide freedom of action and responsibility forits market operation

through standard marketing praclices.

1xicnt of eperanon of British Amercan Tobacea Company is given Delow:

«  America-Pacific

Phe United States is the lagest macket in the America-Pacific region shuere thew US
subsidiary Brown & Williamson. s the (hird Yargest cigarette manufacturer and

miarketar
v Asia-acific

British Ametican Tobawco operates with large amount of production coming frowm
markel ul Ching, Indo-China. South - Fast Asia, and Australasia,

Latin Amuerica

The | atin America resions comprise Mexico, Latin America and the Caribbean.
with a group sale in these marhets, BAT has an over all market share of 50%. DAl

iv the largest whbacco canpany in the el

= FEuarops

The Curopean region covers mure than 34 markets with leading brand Luchy Strike.
Pall Mall, and Rothmans. The Tobacco industry has been develupimy rapidly in
Fustern Lurope and has signilicant witerest in several markets ineluding Russia,

encompassing the fourth largest market for BA'L

s ALNTPSCA
The AMESCA reglon comprises aver 80 markets in Africa. Middle East South Asia
(hincha, Burma and Bangladesht awd Central Asia. Group cigarette sale in 2000 were
some 238 billion,

&



2.4 BATB History

BATD started its jouiney as [mperial Tobacce Company Limited in the undivided
India in 1910, Having its head ofTice o Caleutta. 1in the year 1926 a branch office

was made in the Sales Depot of Moulowvi Dazar,

Crgarettes were made in Carreras Lul., Caleutta, Iimperial and Carreras merged inte a
single company in 1943 Adter the partition of [ndia, Pakistan | obacco Conppany wis
established in 1948 wilh head olTiee 0 Barachi. The (then Bast Pakisian Odfice was
sitwated in Alico Building, Motgheel In 1954 PTC established bts tirst cigaretle
factory in Chitlagong, Bangiadesh, although high-grade cigarettes still came from

West Pakislan. In 1965, the Dhaka lactoiy of PI'C went in full production.

Adier independence. Bangladesh Tobacco Company (Pyu) Limited was formed in
1972 under the Companics Acl 19130 with the assets and Dabiliwes o PTC. In
FOTINRTC (Pyvr) was converled Tate o public lionted company. Theitishe Anerian
Fobacco played o pivotal role in B1C's cieanon in 1972 and since then has been
mvolved in B1Cs development every step of the way. BTC has proved to be the
perfeet representative of BAT by manufacturing and marketing guality brands,
which met BAT standards. Tn March 1998, 'IC changed its name and identity 1o
British Amenican Tobaceo (BAH Bangladesh Company Limited to articulate the

siecesstul relalionship with Broush American Tobaceo,

L5 The Business

Operating in the countiy since pre-independence, the company headyumtcrs and
cigarctie Taclory are based m Dhaka. with a green leaf threshing plant in Kushtia
The company currently employs more than 200 managers and has a work torce of
b 000 workers and 4,000 registercd Farmers in its Kushtia threshing plant

producing the world finest abacen and exporting to other countries and other

{obaceo companies locally,

Fritish American Tobacce Dangladesh (BATBY is bsted in the Thaka Stock
Exchange (128 with an suthorized share capital of Tk, 600.000.000 comprised of

6 A00.000 orchiary shares ol Pl 10 coch. With a market share ol 48%. 65.91% of

|



the company's shares are held by Raleigh Investment Coo bad, UKD 26 99% by
Cnvestment Corporation of Buanglodeshs 2.86% by Shadharn Bunma Corporation.
(. 84% by Bangladesh Silpa Kin Sangstha: 0.65%0 by the Govermment of Bangladesh:

{.32% by Sena kalyan Sangstha and 2 23% by olhors.

2.6 The Brands

Among BATH brands some are cenlrally menaged, some are regionally managed
and others are locally managcd, Ny management purpose, the brands hase been
caleeoriand inlo two segments Shategic Brands and Tactiecal Brands Due e
resouTes wonstrainls amd the possialny 10 support all the brands simullancous)y.
the company provides all s support @ the strategic brand portfolo that has long-
1ernt business patentiality.

Star is one of the fastes! growing hands in Bangladesh cisareute markel Launched
w964, the brand has evolved remockably over the vears With i nich hertage
and consistent guality, the bramd has satislicd millions of smokers and became one
ol the beading national brands w1 Th, 1 price scgment. The brand s cejuvenated this
et with oonew & modern pock dad nuagery communication.

John Plaver Gold Leal (JPGL) was introduced o Banglindesh o T982 wd roum
1993, The succesws story began with the chanpe of ofd pack w current red & while
pack in 1995, IPCGL reached 300 million sticks per maonth within 3 years (o 2000
aller the change,

Benson & Hedges was launched in Bangladesh in 1997, Benson & Hedzes has
coume i long way with ecnormous miowth (nearly 90% over 2001 and now slands s
one of the largest B&H markets in the world. In s continwous drive (o uphold
premiom-ness and superior image. Benson & Hedges has gone bevond the cycele
potiv ities Woengage dieetky wath e consumers through eaclusive events und direct

one-lo-one communication lowls,
2.7 Vision, ¥lission und Strategy

British American Tobecoo™s Viswonaternationally 1s:
o be e waorlel s mmebaer woe wrternedioaed fuliceco e oned o prerfars
withnr the top-fier of wlobal compaities 30 terms of andaivadie pafi

gi‘uu'ﬂ':



BATE ™ vision is:
Frlo exiend feadershgy throoeh World Class Performance™,
BATE is already a leader in the Bangludesh cigaiclte market. n the luwre the
compadny wish w extend the present leadership through world ¢lass perlirmance,
Ihe company believes thal e managemaent already possesses world class product
and people, Righl now they need o conceatrate va improving their process
capability. | his company proved iselt 1o be a world class company by achieving the
prestigious MRPI recognition. Now (he whole process is going to accelerate more
aitd alwogether it will reach dhe level of world elass perfurmanee and giadually 0wl
extend its leadership in all aspects ina very compettive environment
Compansy 's missions ane:
Grosying our share ol the lotal wbaceo market
Lhe hidi segment has captured the major share of the otal whaceo market. BATR
plans & upnade the smokers in the country and wishues 1o transler thelr smoking
nabit from bidi to cigarctie. This s alse coherent with the first objective of the
nussion as more people will start simoking BAT brands instead of hidi, more the
revenue will inereasc,
Pronnmating key wentihcd scements
Ihe wtal brand pertfolic of the company s divided into 3 majm sepments- high,
medim and low. BATBE 15 ahcads dominating the high and medivm seoment in the
market. But it s dacing tremendous competition in the low seement, BA B wishes
e dominale all the hey identilied segments and they are planiing accordingly The
company doesn’t have any brand competing i the very low scomenl,
To meet this vision and mission, the company’s strateey is bascd an sia tactical
Tl ves:

= Focused brand portlolios commenicated through stote-of=the =t adull

SMEKEr engagement proagranis,
* Industry leading predoc porifohio, desiencd 1o addross consumer needs ang
societil expectations. L
s Oplmwn product availabudity through world-class customer services.,
s [eading positions in prionity markets,

»  Recognition as a 1esponsible company in an industry seen as contraversial.



» A winning crvironmend mspiving passion o the business, talented people

and persomal fulfillment,

2.4 Relation with the parcat company

The following Toure shosws the ow from the parent company 10 BATH
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2.9 BATEB Organizatiowal Structore

Managing Director

Depuly Managing

irector
L k J L J L r r
Head of Heauil of Hesd of ead of Head of Huadl of Head of
Marketing Operation Finanee Lead Human CORA IT

Hespuree

IMie2.2: EXECUTIVE COMMITTLEE

214 Emplovees and Trade Union

The cmplosees of BATD are dynamic, seli-motivated and energetic to perfonm any
assigned job. becavse they are selected on the basts ol eacellen oeademic
buckeround and eapericnce. The workers are labelled as follows:

" Permanent,

v Temporary (Seasonald,

s Padli.

= Casul
Trade Union exisls m o the Dhoky mctory and in Green Leaf theeshing plant ot

Boushia, The management ol the company are less hicrarchical and thrives on

11



challenging tasks They me guwed by the prneiples of the organisation. Everyvone in
the company shows o owinning oiblwde and horeeontal form of the managemeint
eneolraees cveryong m e company woshare ideas and show leadershp gualiones,
| he management shares views and wdeas o as o achieve the resulls according o the

aching principles '
2.11 Physical Enfrastructure

The itrastructure of the compiny bas 2 broader field where the company plays its
impontlant role. BATDE has & Regional Prade Marketing CiTices (RTMOs) 12
KRegional Sales Depots, | Factory. | Green Leal Theeshing Plant, 7 Leal Depots and
i Head office consisting of Corporate Head office and Production Head otfice. The
Company’s Head otfice and Cigawetie faclory are located in Dhaka, A Green Leat
Threshinge (GLT) Plant has been seLup in Kushta and i stared operation from Apiil
(L3

The company’s products are manulactured in the factory gt Mohakhali, Thaka, The
Mlanmt Manazer who reports o the Praduction Director at the Head Office heads
Zhaka tactory, The company™ procures Lebacceo Jeal maintaining the mternational
standard and i1 imports processed obaces leal Tor s atecrmatonal brauds, It
procures ereen tobacco from Lhe remesicred farmers of the leaf arca mainly for its
lkacal brands, o perlorm s sales and Jistribotion smoothly, the company wperates
10 sales depots in different locations of the country and it has 63 authorized

distributors,

2.12 Tobaceo Callivation in Kuoshiin

Tabacco cultivation in Kushuw Leal area was first introduced in 1967 with an arca
al” I acres, 1was expected to expond we 650 seres by 1971 Fluc-cured and ans-cured
lobacco were cultivated n Kushtin and the Leal Departiment achieved selt-
sulficiensy in cigarelle obacea by 19750 Pobaceo cultivation through registered
srovwers and progureient of the roductl, wbaceo is done through lour leal depots |n
kusivtia. Those depots are Meherpur, Jhenidali, Chechun and adlardarga Leal Depot.

Kushbia Leaf Factory stands o 451 scres of fand and 1 located wl about three



kilomcters away lrom main town, A team of management including the Plant
I'ngineer. Processing Mamager. Shifl Manager, Quahty Control Manager, leal
Account and the Leat Operation Manager is managing the GLT plant. The Plant

Manager i the wam feader of GLT management team.

2.13 Societal Marketing

Environment, Lealth and Safen

All the activitics in the manulacturing wait and Green Leal Lhreshing Plant cnsure
that work is conducted in a manmacr 0 mimnawee erviconmental pollution. Kushtia a
(il.1" has won British American Tobaceo's EH&S {Environment, Heallls and Salety)
Mlerit award for the vear 1995 and 199 or achicving consccutive two sears o
aperation with zere accident. The company also received the prestigious FH&S
Silver Award for 1999 and 2000 without any lost t'lmtc accident n any part of the

company. which was the scoomd sear i a row.

A furestation

(ritish Amcrwan Tubaceo Bangladesh initiated this well recognized program 1o
Create mass awareness of the need for Alfforestation with the lree zapling disboibution
program o 1980, Today. aller more than two decades, 1t has contribowed mere than
2 million saplings 1 the country s AlTorestation intiative. The survival rate of this
saplings slands at %0%. Most of these plants are located in Kushtia. Ranepur,
Manikgomj and Chittagong regions includimg the hill tracis The {recs have mostly
beer plnated along 1oadsides, conal bunks and farmers” landheldings. In 20603, 3.3
prdlon saplinos in the ratio o 8585 Tor exolic versus nalive species were rased
countrywide lor distribution, Vhe Alleiestation program exuends s realms in the
city Trom 1993 when the company stated distributing <aphings in Dhaka, As a mark
of nativnal recogmbon. e company 1eccived the Prime dimster's 3 prize m 1993

and 1" prize buth in 1999 and 2007 {or fiee plantation.
Yegetahle Export
This project of BATB is primanily aimed at helpmyg the country 1o earn foneign

exchange through export ol qualits processed vegetable from Bangladesh thereby

L3



plasing & dominate role of development partner ol the country “This will also create
new opportunitics for BATE s contracl farmers whe will be growing vegelables
based on third party orders The company in joint collaboration with ATDP 18
assigning farmers in growing guality veeetables and facihtating the macketing of
thein products abroad thiough a UK hased food processing company. Till now 323
tons of vegetahles have been ordered by Fwrasia Food Processimy (BD) — o 100%

exporl oriented food processing LIK Bangladesh joint venture company

214 Commitment te Developing the Fulure

British American Tobacce has over the decades consistently invested in the
Bangladesh market through BATB. Thus BATB has always been in the business ol
manufacturing and markeung brands thai meet standards found anywhere in the

warkd.

I'ne company believes in attracting 1he best talent available by offering o
challenging  working  environment  with  international  carcer  development
upporiunitics. Individuals heie are entrusted  with significant responsthility and
autencmy,  and nvestmenl mo people threugh resular traming and  carcer
development has helped to establish a culwre, which cncourages people to think
creatively. generate new ideas and approach problems irom a number of different
perspectives, o the quest of hecoming o World Class Company by achicving the
visions, strategic imperatives and the values, the company has launched a change
management progeant called = Warie I G Fordd i 199, The abjective is W
bring about a cultural change by cmbedding the WON Values and removal of
barricrs, Tw this effect the company has oreanized du ferent workshops, employee
care and development activities threughout the year with direct participation of s

neople



Clrapter- 3 The Main Functional Areas of BATB

X1 Corporate and Regulatory Aflairs (CORA)Y
3.1.1 CORA: Overview

The Corporate and Regulatony Alfairs Department {CORA)Y of the company s
dudicated towads achieving the company s strategic imperalive, which s o be oo

.I"vl'.‘.'s'f’l‘)”.\'.l'll'l}l'll'_’ r’_'l:’J‘.I'H_IfJHH}' T T H’TEI'IH\'.H"I.' SUCHT L L e H L-'{-'i'_\f{“'l,

Globahzation and muercased serutiny of businesses by consumers and the gencral
public mean that companies are foday judeed not only by the quality of products that
they produce but also the maaner i which they cany out their business activities, 1t
is thercfore, an imperative that corporate bodies are responsible not just in their
businesses but alsu m the social domain that they operale In British American
Fobacen’s philasophy his been 1o be conscious curporale citizens swherever they

operile, respectful of local culiyres,

The company recognizes that it manufactures a product, which carries significant
risks. In this light, the company believes that only informed adults should use its
products and that under-agze persons should not smoke. It also belicves that the
company must acl, behave and cary ot s busmess activities in a manner aceepted
by society at furge us responsible. This includes dissemingtion of the company s

pusitions on issues.

The Corporate & Regulatory AlTairs function 15 charged with driving reputation
management i the heart ol the business and ensuring the company’s invelvement as

a leading developicnt parlaer of the country.

L ]



3.1.2 The CORA Yision

T hocame the st respeied FMOU Componng aiang key sickehafclers”
Reputation  managcment velves identifving and  priocding the company s
stakehelders and preparing wil implementng plans @ engage and communicate

with these stakeholders.

3.3 Structore of CORA

The Corporate and Repulatory AfTairs Department programs are lead by the Head of
Corporate Affairs who s assisted by the Compuany Seerctary and the CORA
Muanagers The company s Legal and searelarial functon also reports in Lo the Head
ol CORA T he Company Sceretars boolks afler the legal sides of the company such as
trademark Protection, Indemeement ol Company Rights, 13stribulor Agrecent. and

Urust Fund o, He albso looks after the share market activines of BAT shares.

3.1.4 Activitics of COHLA

I'he Corporate and Repgulatory Alfuirs Departiment of the company 1w dedicated for
mainlaining a good image ol the company o the sociely by kueping customers,
medin, sovernment, supplices cle. contended. ‘The company behieves that as a
corporate citizen, it hus o conscious duky wwards the sovieties well being. The
company promoles and sponsors wiarious community development programs 10

increase 1S inage in the sociely

The department maintains good and continuous lizison with the media, government
and other moups in orler 10 protect its husiness image rom any unswanted situation

i the contexl of prevalent anti smeking campaign. nalionaily and mternationaily



3.2 Hunun Resources (HIR)

325 Human Resource

Head of Human Resource s the head of the depariment,. The Humaen Resource
Development Manager, Production TR Manager, and Resawcing and Remuneration

Manager work under him.

3.2.2 Activities of HRR Department

The HR process s earnied out Qirough lowr *Gudding Privciplfes”.

1. Cpen mindedness

2. Strength fiom diversily
3. Enierprising spirit
4. Freedom through responsibilily

BATE believes m the strength of human resource and uses the modern congept of
resource utilization. Bvery 1ab description is caretully desizned and modified under
dvnamic cnvironment, The company believes in the concept of best fit amnd trains

and develops company personinel as the key “human capital” of the company,

The Human Resource Deparinent thos concentraies all iis activities {ur the
develapment of human resource for the benefit of the company. The departinest also
believes in maintaining harmonious relationship between the management and
winkers all the times. The department ensures that managserial development

contributes Lo organizational development.

The depariments” variows activities cover setting crteria for the sclection procedures
he [nterview technigues, training standards e According 10 the BAT polics
widdeling, e departiment maintaing the personne] irough Tormualabion policies on
wages, Tringe benefits. annual leave, tmining calendar, provident fund, perlonance
appraisal etc. Remuneration & managed centeally and there 15 never any negediadmin

but sertferiend. It also settles witl the wrade union for Long Term Agreement (LTA)



hetween management and workers and the “collective burgconing agents’. ‘The

cengept behmd the industrial relations s alwavs win-wesn situation.

Strength from
Diversity

N

pen Mind-
N

—— —_

_—

< t Guiding Prineiples

Freedom through
Responsibility

- —_
—

- —

Enterprise
Spirit

Fig 3.1 Activities of Human Resounee

As the compelitive world 15 changing with the speed of light, Training and
Developiicot becomes an integrated part 10 stay on the op. Thus BATB puts meat
importance to training and develepment of managers and employees. The company
has Technical Training Center ab the Dhaka Head Office, which organizes different
training programs lor its management people around the year. As a subsidiary of

BAT BATB sends its managers for lrzuning to BA 1 group of companies

3.3 Information Technology (1)

Information Technolugy depariment was mainly acting as a supporiing service of
all the other functions of BAT As the emergence of super information highway and
other technological advancement made the business world more competitive. BA'
also made necessary adjustiounts wwards the changes and in comtinuation with that
process 1T was made a separate depariment in February 200 Lhe head of 1T is also

a member of the exceutive eommitee and he s supperted by the Tunction suppoet 17

INELTTEL2C ™.



331 1T Struciure nf BATR

Three Local Arca Networlks (AN have been set up in the Head OFTee w channel

necessary inleimation ameng the Mo Oice, main Factory and Koshia leal

fuctary. Three LANs are connecied via o Wide Arca Network {(WAN). BAT has a

private E-mall network throush which managzement persennel can deal with cach

uther even wath the Toreian supphicrs. This is called as Lotus Nodes, aid acts as an

effective and “one and only™ way of mwemad communication.

3.3.2 Key Objectives of I'D

Establishing and mawiaming miommatioen and infrastreciure architecture 1o
suppor! Knowledgeable business users who incarporates 1T Into ther degision
making and of doing business, supported Iy speciabist team who manages and
sccks continuous improvement. cutsourcing whers possible.

Hesilient communication iabastructures that are fexible and are able o take
new wehnical mnovation o ke the cost down,

To adopt global application convergence strategy that meets the lecal business
reguirements, and develop loeal applications where approprile. culsoureing
data processing where possible

To support e changag orgamzational structure and regairements, 1T continues
10 make availabke innovative services and training,

develop applcalion and momaole the use of the eroup working ools as lirst
choice of communications and to become center ol excellenee for group
win kg,

Todevelop and retan 1T professionals,

3.3.3 ERP Svstem

ERE stanils for Eueerprise Resource Planning. 1L is an information system or

process integrating all manufacturing and related application for an enterprise. ERP

SYSENt POrmIts orgamzalions o manage resoulces across the cnterpnise amd

compleicly interrate masulactun inge syslem.

L4



The purpose of BRI twechnoloos s o support the business processes that support the
company s strategic opportunitics For the well-prepared, nes supply chain
management  sysiems bhased on FRP have hecome  significant competinve
dilferentistors, Implementing EIRP can become a mind-altering expericnce for those

nvolved,

The ERE systent thal was used in BAT inorecent Ume was C8/3 Lhe 803 is used
1o collect everything inte a single inlegrated workspace on the sereen. such as issue
receives, purchase arder recerves, darly stock suimuary, cycle counting report, inler
warehouse transfer and daily report ol leal” go-down obtained From CS/3 which are
submded W leal plannig aftice evervday, But it has been outiced thal the use ol
CS/3 s not used elficiendy and elfectively within the operation. So, BATB has

upgraded s BRE system from C85:3 o 5AP
334 New Sysfem in BATE (SAD)

BATD has taken regional initiatives to move outo SAP 0 phases as pert of the plan
BA B, lust recently implemented SAP successtully. SAP basically stands Lor
systemt Appheauon and Promam Development and  today™s world iz 2lobally

renowned ERP solunon wd one o the most sought aller ones with a world wide

Lser hase

13y developing the Pest wechinology, services, and development resources, SAF hay o
busimess platforn that unlecks valuable infinmation resources, improves St

e ciliciencies. and buibds strong custoaner relatienships,
A4 Brand Marheling

Marketing operation o BATE 1w carnel under two heads, Brand Marketing and
Lrade Marketing & Iistribution (TM&D) that is the rename of the former Sales
Department. The Regional Manager manages ‘T'rade Marketing & Disteibution. The

Group Brand Manager manages Lrond marketing, Markeling research assists brand

markcting,



3.4.1 Strecture of Brand Markeling Department

The brand marketing departiment concentrates on satisfying consumers’ needs from
within the brand portfolio Once consumers” needs are understiood and evaluated,
brands can be made available, accessible and desirable through strong. consistent
communication. The brand marketing clements covers the adopting of products,
logisties and biand marketing policics that best meet the needs of particular rrade
chanacls and strategic costomers The brand managers and brand eseculives arc
responsible for the allocated brand(s)  They are responsible for all tyvpe ol brand

management aelivities.

Market intelligence includes 1 market research teams The team keeps constant eve
on ihe market situation. Through continuous rescarch. market research teams
generate useful market infmation for the brand managers. [nterlace is requited
Between brand marketing and rescarch which s carricd out by any project that is

divided into three phiases:

= Preparation prior W the soudy
*  Collection and analysis ol data

= Presentaton and utibization of infermation
3.4.2 Core Strutegies of Drand Marketing

Aruressive:
I Expand the premium sezimenl growth
O Internationalism. destination status & imase dilTerentiator; Youthtul
2. Expand mid scgment
O Key differentiators: imternational standard with atfordability & distinetive
mage: masculinits/ adventure
A Domuale volume basy

O Puild the eritieal moss



[nnovative:
1. [nvestigate & build new scements
o Lights

O Mew brands & Line extensions.

[

. Product Enhancament
0 Packaging. Spec. change & higher satisfaction.

CCreative communication

Led

o Ebocused: HoReCa (] lowels. Restaurants and Calés), Rural Penetration.

4 Consumer Tnsizhl

O World-class dorowdediee buse, consumer rescarc & market trackiog

3.5 Trade Marketing & Distribulion

Achivities o TM&I> and Production department arc highly corielated. The
marketing departiient forecasts the sates volume of the diflerent brand cigareties tor
the caming busmess year and bascd on Lhis. pepare a marketing plan fnown as the
Sales Operational Plan (S0, Boased on the SOP, e brand wsc sales largel for
cach menth, Production Depiwiiment sets 11y production schedule. The inventories of

cigarettes are also evaluated at this stage 10 1ind out the actual vutput ko be praduced,

Ihe Tirtish American Tobaceo Bangladesh has a well-defincd mission tor the
marketing and distribution of products. 1t is 1o reach the targel consumer i the most
efficient manner by hecoming the benchmark supplier 0 the pade within (he
strateeic channels in every markel where the company operates. A well-organized
rade marketing team is workimg contingously o make this mission successlul:
lurthermore the whole cowntry has been divided into six regions to perform the
marketing activities cliiciently.

The TMED is wrgeting 1o become the benchmark supplier m the trade in terms of
diversified brands, their volume and alse promiotional activities TMED s
maintaining their evisling stategic channels like Contemence, grocerr. HuReCa ol

arvd also exploring new opportunities.

3.0 Operations
The Tlead of Production looks afier the production and whes necessary sieps 1o
»Mooth uut the production process, The entite production process is performed at the

Dhaka Factay. The moto of production department is Lo ensure the high quality and



oroductivity steadily, The production department has been very successful in
meeting the challenges and the company now produces o wide range ol Diwr

clgarettes o meet the market demands.

30600 Eaisting Production Facilities

Capacity Crapui: The countrs ™ biggest cioareite manufacturing plant s ownaed by

BATB with a capacity of 30 milhen (roundad) sticks of cizarcties per day in 3 shifls

Actuad Orifpue: Prosently the Tactory is producing 60 million sticks per day requored

70.000 kg of tohacco leat.

Riow Meterial Used: The follewing tble summadzes the raw materials used for
producing cigarettes. Lhe procuiement souices are shown i the same ahle

Tahle 3 1: Raw materials and their sources

e
ot '?? T e e

Bulk ‘Folracen Locally  produced  in feal

arcas

Blendiag Tobaeen | lmpaored

Cigarette Paper lporied

Filter Matcrial Lported

Packing Material | Local

16,2 Prolaction Process

fhe Primary Manafoactoring Departinent (PMIN

The primary  manvfacturing  depariment  (PMD) s responzible [ further
conditionmy the domestic and impoet 1obacco to make it ready for production "The
tobacea passes through a setof integrated and regulated machinery whose purpose is

Lo Bkend the different ‘packing grades' in specified propurtions, convert the bales mto

)



produced- 11 mm aad 2¢ nua. For filter rad manalacturing. 100% ol the materials

are imported and therclore, wastage is closely monitored.

I'he finished ciparctre stock is brought in (Gom the helding room at the SMIY and
kept ai the shipping sodown prior 10 delivery Trucks belonging o (he outside
confractors arrive daily o deliver the stock to the various Regional Trade Oflices
{RTOY around the country. The marketing department issucs a daily =Inpping
program specifying the stock thae needs 1o be allocated, This information 15 input in
siflware 10 generale a tuck allucaiwn scheme. VAT documents are senl along with

the trucks.
3.8 LEAF Department

I 1971 fat the e of the liberation). only 600 aeres of land were used tor the
production ol cipaettie quality o wbacen. Major porlion of the towl local
requiremient o glaarcties were imporded from West Pakistan, mmedaely alter the
independence, owing to (the shortage of [eign eschange. import had to be reduced.
There was an urgent need for incrcasing local produetion ot tobaceo. The sustaining
eltirts of the company and the response of the farmers were so effective that the
country became self sufficient in cigmeue tobacco by 1975, In recognition Lo that
outstanding performance, the company was awarded the President’s Medal n 1976,

In 1996, the company purchased about 3304 tons of tobacco leal from its 14,000

regislered Faomers,

The Leal department 15 involyed o cultivating and purchasomyg Mue-cured tobaceo.
Fach vear Lhe company registers thousands of farmers along with thetr land, to grow
and cultivale wbaceo crop, The company provides sced, Tertitizer and other loans w
the fammers throughouwt e erop senson @ ensure quality growth, Al the end ol the
sedsn FAT buys fixed guantites ol wobaves Trom the Grmers, paying rules bused
an the grade of the crop. Tobacew growing and buying aclivitics are conducled
throughous the coontry. The tew maan arcas are Kushlia Leal Lrivision and

Chittagong Development Area

[
It



yoduced- L mom and 200 o e 1ier roel manofactacing. 100%0 ol the malermls
I

are importcd and therefore, wastape is closely momtored,

Ihe fnished cigarete stock is brought in from the holding room at the SMLY and
hept at the shipping godown primn 1o debivery, Trocks belonging o the ouiside
comtractors arrive daily w deliver the stock to the various Regional Trade Offices
(RTEY around the country, The maketing deparbment issues & daly shippug
proerwm specilying the stock thit seeds e be allocated. "This informalion is input in
soltware 1o penacrale o truch allocation scheme, YAT documents are sent atong with

thz trucks.
3.8 LEAF Department

i 1971 {af the time of the hberaton), only 600 acres of land woere used foc the
moduction of ¢garctte quality ol tobacce. Major portion of the wial local
requirement of cigarcties wire iporied lrom West Pakistan. Immediately alter the
independence, owing to the shilage of foreizn eachange, import had 10 be reduced,
[here was an wrzent need for increasing local production of wlweeo. The sustaigmy
clorts of the company and the 1esponse ol the larmiers were so eftective that the
country became sell’ sulticient in ciparcte tobacco by 1975, In recognition to that
outstanding performance, the company was awarded the President’s Medal in 1976,

In 1996, the company purchased aboul 3300 tons of 1obacco leal from its 14.000

registered farmers, i

The |eal department s invelved mcultivating and purchasing 1lue-cured tubacco.
lach year the company 1egisters thousands of farmers along with their land. 10 grow
and cullivale tobacco crop The company provides seed, Tectilizer, and other loans 1o
e Tarmers hroughout e coap season 10 cosure qualiy prswtle At the end ol the
seatsail BA L boys tived guanuines of tboceo from the farmers. poyving raes based
on the grade of the crop. Tobacca growmg and buving activities are comducied
thecushoud the countiy The twe madn arcas are Kusln!ia; Leal Division and

Chiltagrong Development Arca.



3.8.1 Green Leaf Threshing PLanc (GLTE)Y

The tobacca crop 15 processed at the Green Leal Threshug {(GLTY plant in Kushoa,
The purpnse of the GLT is 10 convert the tohacen intn a form sutable for cigaretis
production “The tobacco is broueht W a uniform moistue level and temperature,
Initial blending of the different grades of whacco wmkes place at the GLIT. ‘Lhe

pracessed tobacen 1s sized and pached betore delivery to Dhaka factory.

The Leal deparunent makes an estunate of 1he quantity of tobacco that BAT will
need o puarchase on the basis of e mput Prom Sales & Operation Planning (S0P
commities, Bascd on these esiimates e number of faomers and the simount of Liad,

which will have to be egistered. are {ixed.

The buying process beginy in mid-Febroary and continues till the end of May. The
farmers bring in their cured tobaceo in the form of bales to the buying courts in the
depots. ‘The tohacee is graded aceonding o set criteria and purchased at these sites,
Al relevant infonmation 13 narked on the bales and stored at the depots Gl shipment

wr the GLT.

Buying courts are Tocated at the depots, The Tarmers bring their wbaces w these
sites 11 the Torm of bales on o specilic day and time. At the buying courts the bales
are graded, priced and weighed. Ader the whaceo s bought and waded iy is stored in
the depot godowns: each bale dentificd with its grade, weight, and price. These

Bades are stored in the depots and mesed 1o the GL T when needed for processing,
3.8.2 The GLTP' main objectives

*  Scparate Lamina from Stem
o [etain physical and chemicad properties of the leaf
" Removal of forcizn materials

+  Conversion of bale to packed Jdry product capable o fong storage.



Chapter 4 CONCEPT QF SUPPLY CHAIN

4.1 Introduction

In the simplest possible term, a supply chan cneompasscs all processes,

procedures and actions involved nplanning. somcing, producing and delivering
finished products, Certainly there ace variations on this broad tieme., but in general
the supply chain comneets all the actiy itics Trom selection of raw materials {such us
leat”and fine paper) o delivery of limished product into wholesale or retail.
However, moving the product througlh ity various staumes of development is only half
the stony, because at the same time. as the moduet moves fors ard aloeng the supply
chain. bere is somethng equally unportant mos ing in the opposite direction, i ¢ the
tformatien. The quality of this information is s i.mpn-l'tan[ as the guality ol
fimshed product. in terms ot both how well manufacturers serve the needs of their

customuers and how well they perforsn against then compeittors,

4.2 CORE SUPPLY CHAIN PR{HCESSES
Pigure 4.1 shows the core processes of supply chain starting fiom the

suppliers” supplicr and ending at customer’s customer.

(;.'hu_.
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Fig, 4.1 Cone supply chain processes



3.9 Finunee Department

The Finance Departmuent comprises of six arcas, They arc:

Treasury: Corporate (L/C openiig, Tund management, banking relationship cie.)

Cure Finance and Managemeit Aceounts: Corporate
Marketing Finance: Supporting

Excise Management: Supporting

Panation® Corporate

Audit: Scparate

Insurance: Corpaale

The main ebjectives of this department are to ensure custodianship of all company

ussets, monitor the financing aclivitics and gencrate uselul information pertinent 1o

the company activities to achieve linuncial wrowth ol the CONtpany,

Functions of Finance Department

O Finance company asscts, persunnel and aperational facilities of the cigarclte
factory. leaf lactory and head offiee

o Prepare and vendy consclulated financial statement of afl units of the
CoONIpuny

a  Monitar and conrol all Tinancial activilies

o Monitor sales collecticns

O  Priocess Management intonnation.

O Structure capital poley

b Carry outaudit by mternal and external auditors



There we Nve core steps involved uoany supply cham pocess, these are:

- Blun

- Minrce

- Make

- Delivery and
- lacarn

Fioure 4 2 shows the core activiones of ihe doferent sieps ol supply chain,
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Fig. 4.2 Aactivities o supply cham

The supply chain conpects all the actisities of planning, purchasing, making,
dehvermg and marketing of goods al the customer end, Intoemation of eustome s
demand is very much vital to perform the above activities smoothly, Since there are
flow of goods trom supply to demand and at the same time infornmtié-u from

cusiemer’s wr supplien via manufasturer The convept of supply chain is imporiant 1o

manufacturer who is jesponsible to transiarm the gouds into the satisfied sorvice

AL WY CUSIOINLT FEGUTTCT L,

.



4.3 SUPPLY CHAIN MANAGEMINT

Apparently ot seems supply cliom s nonmad routine activity of any busioess. Tl m
1eality the management of the chain could be guite comples depending on the nature
and size of the busmess. Followiny lgwees (Fig. 4.3.1,43.2. 433 43,4 and 4.3.5)

shows how complexity 15 added a5 thw busimess s12c griows,

Simple Supply Chain
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Fie  4.3.1, Simple sopply chain

Addfng Complexineg: Step-1
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I Addhition ol a sales point in betveen manulactarer and custamer



Addding Complexin: Step-2
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Fio. 4.3.3: Supply cham complesiey slep-2

I, dowe sales pomt are added me between ianufacturer and cuslomer
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Adding Couprlexivy: Step-3
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Fig., 4.3.4: Supply chain complevity step-3
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Addition ol distribution conter in belween manufacturer and sales center

30 Addition of warehouses in between manufactueer and distibution center

Adlding Connipleadrp: Step-4
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Frg, o305 Supply cham comploxiny step-4

. More sales point are added in between manufaciner and customcr

20 Adeteon of distnibution center m betw cen manulacturer and sales conter
1 Additiop of warehouses in batsween mantactrer and disteibution center
4. Addition of warchouses in bebwveen supphers and manufaciurer

L he factens that influence the caomplesny o nasnagcmnent ol suppls chain are
ilustrated in Figure 4.3.6,

From e Ngure 1t appears that many of these factors are related and. at times, they
have to be synehronized Tor smoeth and eMicient supply chain, This aspect can be
realized looking at Figure 4.3 7 and Figwe 4 3 8 I the forimer figure varabiting and
wngerizanky result m o untehalle promnse wocoslomer. while in the latter case the

clstomcr gets a specific answer,
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It 4.3.6: Complexity influencing (actors
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IFig, 4.3.7: linpact of variable unprediclable processes in supply chain
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Fig 4 3 8: Impaci of reliable predictable processes o supply chain
The activities ol supply cham are promardly locuscd 1o meet the demand smoothly and
cificiently. The key o the processy is Lhe information flow can find the demand sienal
lhrougeh difterent stages as shown in Figure 4,29,
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Fio. 4.5.4%: Demand visibility in supply chin
A e frgure shows the signal must be communicaed in time. Lach recipient has to
receive the signat, press st amd geneate i oun st w the apstreamn recipient 1he

whole process is performed with number of ohjectives as shown m the Heure,



Apart from planning and exceution the supply chain activity, overcoming the barrier

Lo supply chan is anather area of concern Tn any manager. Figwe 4.3.10 shows the

barriers and the consequences that eventually allect the supply cham advercly.
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Fig. 43,100 mpuct of various Barriers in suppls chain management

T evercome the barriers and to culiance e clficient supply chain it is required 1o

< mwderstond sappty chain process il it mportance by evervbedy m the

O SO e

- hweakdien funetionial boreters

- frmgpave comniitioadlon Betmeen the meahiees of Hie orsentizanion

- huthd st by working logedier

Asmentioned carlier, synchronizavon is very impewtant for a smooth supply eham.

Figure 4.3.11 shows the interfaces ol synchiomivation, The Key parameters 10

synehromize at any interface are guantily and uming

alt
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In case of raw materials purchasing and supplving o manuiacturing floor,

proper planting must be developed hased on raw matenals buving frequency

and quantity, This plan should tnyelye:

o Shipping quantily

o Supphier lead e

s« Sehedule change lead noe

+ Scheduling cycle and horizon

Proper planning shoukd be inade in case ol producing and distributing the

woods based onorow makerals replenishment fregquency and quantity, This plan

sl mvo]ve:



s Shippig quantity

«  Replemishment lallilioent Tead time
*  Manutfactuning lead time

o Scheduling cycle & harceon

s [latch size

At the tme of distributing goods 10 the customer end following point should

b considered durme planming based v order frequency and quantit:

*  Shipping guantity

s Order cyele time



Chiapter-5 BATE Supply Chain

A1 Backaronad of BATR Sepply Chain

BATED i» the provider of vonsumer goods such as cigarctle and maintains a stronyg
supply chawin department which s encompassed Tom “Secd o Smoke™.

Iolfowing figure shows the key components of BA TR supply cham.

Leat o Leal Processing and
> 3
Storagc

¥

Production PO Sworage | Customers
L

. ¥

Wrapping .

Materials Clomsumer

Fiz. 3.1 Key Companents of BATE 5C i manuluctaring cigare e

Tobaceo leal s cultvated in the leal growmye arcas by BATE 1ceisiered Brmers
Afier harvesring, leafs are dried and stored gccording 1o guality and grade. BATEDR
huving company purchased tobacco Tfrom farmers as green leall This green leals s
processed in green leaf threshing plant and siored as prized tobacco, Prized tohacco s
g provessed green leal that retwms specilicd mosture and made. The prized |eaf stored
in warchouses and transferred o Dhaka laciory lor manulacturing ultimate product,
cigarette stick Cigaretie sheks are pached and swred in Binished goods warehouse
Phe Tinshed goods are supplicd from lactory warchouse o distribulors through eso
chammels, Ome s dircet delivery (62%0 and etber is through regional warchouses
{358%}. The distributors then sell the product 1w the retailers and finally consumigr
consumes cigarctle through retailers. This compleies the chain of “Trom Sced (o

Smo ke which is the ultimate “Supply Chain™ of BATDE.



52 Detailed Schemadlic of BATH Supply Clhiain
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Fig 3 2: Demiled Schomatic of BATB 5O

The abowve sketeh deseribes BA TB supply cham that starts in general from leaf

growing and raw malerials suppliers and cnds up to1etailers, I fact, BATB supply .

chaim connecls all the activities, processes and procedures involved in culuvating

seeds and other 1elevant materials supply W cuslomer satistaction,

Bactory bas a conunon warchouse ol wrapping

ovelseas suppliens are prescnt 1o supply wiapping

matenal ond lesf both local and

materials and leall Also mreen leal

are cultivated locally, supply cham msolves in green leal warchousing, space capacity

altsl snstallalion plunning.



Thure are lwe parts o BAT supply chain, une is primary supply chain which covers
leal” preparation and supplies ¢ manufacturing and warehousing, And another one is
secondary which covers trade marketing and distribution,
BATB Supply Chain Purpose Staiement
Te ensure unimterrupted supply of:

o Plan & materials wo manubieturing facikiey

s linished goods 1o Cuslamers

o indircet goods & Services Loall [unctioes

through integrated supply chain management of” logistics and souicing at optimum

cosl while ensuring custome saristhction.

5.3 Functions of BATE Suppiy Chain
The present supply chain function in A 113 links the conversion processes from “seed
10 Smoke”™ 1t works as o support function 1o integraie leal growing, lead buywg, GLT

processing, clgwrcie manulicluring and customer demasd meeting processes,
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T Flanning
lmport/lixport
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Supply
. m.-'l g o DProrduction
Chain
Flan
Fransporiation
Spares NMaterial Plan
Mldnageienl

Fig. 5.3: Function of BATT Sepply Chn,
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Supply Chain provides transportation. warchousing, distibution. import / Export,
logistic. spares, supply and planning services the core lunction thal depend on their
service e maaulacluring leal and marketmg, The lunctions of 1he Supply Chain are

sunmsrzed buelow,

Leaf Planning: |

This function ensures supply o Lobaceo i the manufaciurmg process, ‘This is a
Basically plannmyg process involved”™ what o order, when o oeder, how much
imporled o local of leafl [ is driven by the SOP mocess This process also drives

GLT ond MPS.

Production Planning:

This 15 wlso o planning pocess which drives almost all other activities ol supply
Chain, Outeomes of this process are both lane and short term production plan of
linished goods (cizaiette).

Material Planoing:

Thes process is driven by master production scheduling (MPS). This process ensures
praper supply of Wrappine Material o the manuiacturing process, maintaining hason
with e supphes and matcrial requitement planning,

Finished Ceood distribution:

This s o process of meeting customer (distribution) demand by supplyiag inwshed
goud on time in full (OTIF) w Lhe segional rade marketing deput and also by divect
delivery 10 distribution. The care johs includes order fullillment, mamtaining depot
dlack level, loading tucks for dailv delvery awl documentation.

Yuarchouse management:

BATE has iz owned, leased and rented warchouses, These warchouses are required w
stoee wrapping malerial. tobacco. lnehed goods, prized wobaceo and green feal, Core
Jobs ol warchouse management ae capacity planamy. leasing, renting. hvgiene.

san g, sod milestalion control,

[mpoert /Export planming:

A1



This involves management of al Imports and

lmpartation o

exportalion of thaceo is withy the scope ol this process,

Transportation:

ehport activities of the company.

Whaceo,  wrappig  material, sfrres parts and - machiners,  and

This process involves Management of all transportation service off the conpany o

move wrapping material. {inished goads. prived Wwhaceo and green leaf,

spare [nventory Managcment

This process ensuris rroper supply ol spares parls Lo the manu

These spare parts are required (o cigarctie

machine and also for the service cquipment. Core

maintinning stoch, and meet urgent demand.

Sob Organizational Structere of BATI supply Chain
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There me few terms related wilh the BATE supply chan managemenl, these are
ilustrated i brier:

Concept of EMF

EME is claborated as eMective marheting locus which covers caompany wide business
planning processes such as

= Annual Company Plan

= Sales & Cperational Plan

- Cyele Plan (planning and activ ities of marhkcting depariment)

- Demand Manapement

Concept of BATB Sales & Operation (300) Processes

L
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Fig. 5.3 BATB SOI" processe

The above Nigure shows the sequences ol sales ind aperation rocess which requires
the input fram:

*  Dreduct development

*  Demund plamning

* Cycle planning

*  Supply planning

*  lnventory planning and



«  Integration with financials to allocate nocessary expenditure

Finally sales and operation plan is compared with annual plan

Concept of Cyele Planning

Cycle plannuy is at the foretront of pasitively allecting consumuers buying behavior
through the way BATR plan, implement and review company activilies {effective
man et foows-CMFE). Cyele planning is about ensuriny that all marketing activitics-
above and below lhe lone- are synchionized and focused to achieve maximum lnpact
wovonsumers Inothe oyele planning niarket scenano s updated, reviewed conmpany
performance, updated praduct information, planned details activily in the next cvele,
forecasted for 18 months, analy ze what if scenario ele. based on botton up forecast

and markcting intelligenee information,

5.5 BATB Position in the Supply Chain Maturity Grid
Table 5.1: Supply Chain Performance Versus Maturity Model
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The lable 5.1 shows the BAT supply chain performance in supply chaimn maturity
model “This is the scenario of 2000 and al thal BATT position was in stage-1 of the
supply chain maturity model but in 2005 BATB standing on stage-3 (external
integiationt of the supply chain matunty mode I

Oricl concepts ol different stages of supply chain maturity mode] aie described below:
Stage- 1z Fonctional Focus

ICis the 1" devel of supply chain matwry modet which baswcally focuses the
performance of the individual lunctional departments under the supply chain.
Difterent functwonal departments undar the supply cham are linked with cach other
and there are the visibilities of activitics and information amony all the functional
departments under the supply chain AL this stage in 2001 forecast aceuracy of RATR
is 86.4%, FG inventory i~ § 8 days. wrapping material invenlony 26 davs. Supplicrs
are nut mvolved divectly with the company at the ¥ siage of supply chain matwty
geid that is suppliers aie not accountable o maintam the wgel inventors fevel of the

colpany

Slage-2: Internal Inlegration

I amphics that the activities of supply cham are the combination of all functional
departient activities under the supply ehdin wnd their suppliers. At Lhis slage.
supplecrs are developed mosuch ws way that they are accountable o maintain taraet
invientory levet of the company. The perforaance of suppliers ure evaluated and
developed as per the company 1equiteincnts In this case. suppliers arc bound to
prucure their yaw materials for manutacturnng according to customer cuwlance and
they cannol devele themselves o supply ancther material to other company fhat is
they act g5 the soul supplier of the company. The performance of supply cham

tolally dependent on the agpiegate performance of company ulong with their supplice.

Slage-3: External Integration
This is the combined sctivities between all depariments under the supply chain and

their material suppliers and customer of the campany 11 also g s that suppliers arc

-



anointegral part of the company. Al there is o clear transparency and visibility of
information about processes and systems of all Juncoonul departments under Lthe
supply chain woeth the supplices and cusirmaers, I dus case, supplicrs are accouniahle
1o manage targel myveniory level ol the company but thes ace not the seul supplier of a
certain company. they can provide another product 1o other company. 5o there 15 a
clear visibility ol infermation aboat the wepe of product. manafacturiig systems and
ather custoniers ol the supphier Wwoavoid conlTiet of interest resardinge the product. As
for caample, a supplice supples raw aerialys 1o BOO and BATE ol a time Phos
supplhier should know the product charpcteristics, manulaciuring  syslemes  and
nveniorny management systens of teth the compames. And at g bme BOC and BATR

should kiow cach other and all the processes and systems of the supplier through a hi-

leeh commmummiealion sy s,

Stage-4: Cross Enterprisc Culluboralion '

[his i the highest level ol supply chain management which is started from sappliers
supplice and ends at customer’s customers”, This is the topmost level of supply chain
mansgement where the activities of all processes and systems are shared among
supplier’s  supplices, supplier,  mdeeidual  company,  cuslomer  and  cuslomer’s
customer  Phe performance of supply chain is dependent an all the above cumpanics.
Laample of (s slage 15

Suppuse a custaomer puichasing 3-iteims bom Wall Maie and whenewer Wall b
sellig those iems and give ainpul in it dale management system. s imtormation 15
translerred imimediately through efectronic media Lo the supplier of Wall Mart Procter
Camble (o, and at the same tinwe material sopphicr of the Procter Cramble nformed
throuph clectronie system, This s the Cross caterprise collaboration that indicaies the

matured lesel of supply chain mandgemend,

5.6 Opporctuaily of BATE Supdy Chain
Following flagure shows how BATE supply chiun ereates opporumity of sharchuolder

valle



Shwaeheider
Yalo
e

A

Fig 56 Opportunity of TATE SC

[ ikl
Lipenting "
- T

[fralil

Cash

Ciencratinn

5.7 Leverages of BATD Supply Chain

CIrms
Cperating
surgin

CIlhese
RN PO

i

I
L

Lilicene Lleein eness
vk Capisal Deploy nent

—

el Turmoer

ot af Ol s
Sl

el Supgant
L TN TS

melling {onts

Admiobsteatiunm
o

Lt sl
Tl

Followmy are the feverages of 3A 1B supply chain:
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Working
Lapial

| 1w
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Target 3% reduction i wiappuig maierials costs trough improved wrapping

malerials planning and procurement efliciency

Tareet 1% reduction in lugistics costy thiough warehouse rationahzation

Farzet U days reduction in Iinished eoody inventory through regional planning f

nuumgcmunl

Farget 240 davs reduction m siapping materials inventory through regional

planning £ management




5.8 bules & COperations: Cross Funelional Entegration

Cross-functional infegration of BA'LL sales and operations process i pesenied

schematcalby in the following Nigure,
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Fig 5.7, Crows functiomal integration of 33ATH SOP Process

5.0

Phere are four high leverage projects o BATE supply chain, they ar

BATLE Supply Chuain Htigh Leveraee Initigiives

Ao Project Foterpnsg
B. Project Challenge
. Projeci Eacellence

D. Progeet Thunder

44
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A. Project Enterprise

This project was designed 1o get the best out of the BRP sysiem run in BATB

The majer deliverables arc

{17 Basl wtilization of FRE

(2} Knowledge and Expertise on PR

(3} Data integrity

B. Project Challenge

The main objective of Lhis project is 1o achicve etiicient working capiral

management by leveraging optimam inventory levels and cificicnt FRI? systent,

C. Project Excellence

The goal ol this team is o provide QTIF delivery ol quality goods & scrvices

toall customers at optimum cost by hecoming bunchmark for two key arcas

af Supply Chain by the end of 204 and two olher weas by the end of 2005,

The waccilence team will fist develop the service level agreement with major
customers of supply cham, mujor suppliers. manufacturing department. finished poods
distributors and treasury department. Tlic type of contract in SLA improves the level
uf service and 1educes ambizcuity,

[ Project Thunder

The ultimaie goal of this project is 1o incieuse veloetty 0 the Supply Cham by
wentification and elnnination non-valuc-adding actvitics in the wtal Supply Chau.
Fhe supply chain arcas will include purchase ader processing and indirect gowls
purchase. Thunde erm has identidicd 3-arvus. they are feasibihty o climinate and

minimire signature from purchase order. intloducing catalogue and finatly tax stamp

ACYUISITION process,

510 Future Plans of BATE Suppls Cham
51001 Release ol Working Capital
S veniery reduction

s logitics

= all sea freight on FOB basis

J



= inerease dircel distribulion
W inventory reduclion

= Leal inventary reduction

5.10.2 hber Regional Jnitiatives

o Projecy ISTS {discussed in chapter-7)
*  Project SEM (discossed o chapler-7)
«  Product Integrity and Traceability

«  Supply Chain Mapping

v Reduce Nnished goods & WM wrile olT

3103 Ocher BATD Initiatives

o 170 and warchouse relocation

s Improve production confarmee

o lmpose 0311

o Prize leaf warchouse relocatuon

s Wave concept in WM and ['G inventory

= Supply Chain Restructine
ST Seope of BATE Supply Chain

Seopes of BATE suppsly cluan are lusleated as below:
- Dirive S & OPF Process
- Master Production scheduling
- Capaciey Planning !
- Working Capital managemeni
- Logistics Suppaoit i o Freweht, Lroanspartation & Warchouse's
- Customs Clewance Tor all lmpoil & Lxport Goods

- ished Goods Dhstribution Direet 1o Distiibuter & Regional Depots

- Indircet Goods & services procuremet



Procesy & Tools BA T used in implementing supply chain management are:
v MMRP-1]
o (S0 WM -2000
s Sules & Operations {5 & Ops) process in Line With LMFII
+  SAP
= Annual Dash Beand Scone (AIDIRS)
»  Business Frabler Survey Toals (BESTY module -

o Microsoll Lxeel based planning
512 BATE Supply Chain Challenges

I, Improve Customer Service

2, Vendor Development

3.0 Migration o and wtilization of new FRP system
4, Handhing ol BG & maweials

50 Working Capital Managemaenl

t  Supply Cham Management Cost

7o Smvngs tnoush W Initanves

Luplomentatwn of Indwecl Procurement

oo

Supply Chain knuowhedgze & skill

1. Momprose Custosoer Service
Pevelop better understanding ol hey customes”s through @entifying hey customers.,
developing understanding un cxpectation of custmers by joint discussion, deflining
BACs thiouph SLA with key customers 1 achicve common poals. and monitoring

and evaluation of performance standards jomnily asd Tallow up & resular revics

2. ¥Yendor Developmeni
Following wre the vendor development aetivities:

- hmplentent B3 ESIT modoic wath megon Local W supplicrs

h



-juint monitoring and evaluation of perlormance standards as sel in 51LA

- Fvaluate present level of performance § cost guality & velocily i, delivery
perlformueeh, analyse gap besweeen expectition & perlormanee. develop agreed
achion plan with 1arget dates

= lollow up & regular review

- Collsborative plaming with suppher & supplier’s supplier 1o optimize local

Supphers working caputal and oporution cusi,

3. Migration to New ERD (from C5-3 to SAP)} & using for all Planning
Purposcs-SAL

Aclivities are:

Ihaft expectations from cach kev users & process owners is being developed

- Harmomze eapectation with the scope o SAP

- Eoch ey user’s along with the process owner 2 desizn own regquirenient £ sizn
alT fnplementation and traininge plan in coordination with SAP Team

- Define Milesiones with tirget dales

- Close monitoring & cvaluation ol cach milestone proeress

- Achiove targer date ol SAP

4. Hamdhiog of Finished Goods & Leaf

Activities dormyg Tandbng of FG el Teals ‘uI-:_':

- DLnaure FIFO from FO warchouse.

- Instaliaton of Flow rack systeim in FO warehouse to ensure FIFO

- Ciradually introduce [l pallel leading in FO careying trucks

= Inbrodues perlieet order fullilment as K121

- Popose & Implement plan Twe Palletization, rackmg & Aow rack 0 Dhaka
Faclry Leaf warehouse

- lmplement loading & unloadiag ol lead bales

- Stacking & De-stacking in Dhaka Factory leal warchouse

Implement unloading & loading of teaf bales by ¢lamp trucks



- Proposes & nnplement Pallkehization plan in Savar Boad Warchouse

= Introduce Palletization o all leased Pricqed leat warehoose

5. Working Capital Managenent
There two ways of working capital managemeat such as
=Wisibility of Demand [oreeast on a ralling T8 months horizon
-Reduce Wi & Leal Slock to Suppoit BG Stock at a level of [0-12 Days
Boltowing are the initiatives of working copitad manasement.
Yy Imperted WM & Leaf Stock Management
- Furweard visibitity o both local & overseas supplicrs on o rolling basis
- Agreed SLA with ol supplivrs
- Agree & contepous!y monnon delivery sehedule onoa rolling hagis
- Performance maonitoning ol hath BATH & supplicrs apainst set K2
- Establish Repular tweo way < feed back sysiem
-Collaborative planning with Local WM supplicrs & supplier’s supplier
2) Domestic Leaf Stock dManagement
- Visihility of unused leaf Stocks 10 LOP. Pre § & OP and & & OF
- Close moniining of leal buying. processing for both cxport & domestic leat
1equirement
- Doeet disposal of short weom from GILLT
- Sell out all excess cumulative soeim stocks

- Selling of alf excess by product

6. Reduee Supply Chain Mapagement Cosd @ Supply chain management cost
cin be reduced through
- Reducing WM & Leaf Acquisition Cost
- Heananging Dhala Factory & all prosed leal warehouses opcrational modality 1o

reduce badht engagement, O hrs, Handling & careving cost

Tax Stamp Delivery ance o month astead of 8 tmes in a month

Lsplore to elinmnate internal cargo laadme (10 LY shipment



Reducing Order Management Cosi by

Completion of Flow rackug system in FG warehouse
Implementing Tull pallet loading
Reducing OT hrs in FG warchouses

Revisit distribufion route plan w opuimize SO cost

Reducing Iaventory carrying cost by

- Reducing wotal working capital 1o reduce apportonity cost

7. Cost Saving from WHM Initintives

Bl pam reduclion of 114l '

Gravure printing of SRF (2™ souce of Gravure print & miniising risk)

Local plug wrap slittine 2™ supplic (product guality & sustainability)

waslage reduction, specification chonge & working capital borrowing Jacility

throwigh out the process

Cost Saving Potential trom WM Initiatives (aliernale source, Localization, Global

Harmonization / Spec change)

Mice negotiation with local suppliers

Board change in SRI"HL to improve pachuging quality
Allernate sourcing & implementing STENTA fhu tor HL brand.
Locally shifted / alternate sowce

& mieron foil in S1LF brand

Brase rard gam reduction

[Local tipping paper tor all 1BGproduct qualily & sustainalylity}

Clear wrap for SE-555

& lndiveet Procurement — i new challenge in Sapply Chain



Ohjective
o prepare and seope a program Toe Boush American Tobacea Buangladesh w deliver
a potential approach w the Procurement of Indiicet Goods & Services ensurig

maximuy sustainable benelit from all wews of business activily.

Seope

fidlireel gonds & services nchude everviling eaecpr
- Wrapping Malcrial

- leaf

- Permancnt labor

- Cash subsidies

- Taxes/depreciation

9. Supply Chain Knowledge & Shill

¢ On & olf the job rainmyg during SAP implementation phase

= Implement SCOR model:
Phe ubjective of this project is 1o support BA | [1:mg|adeai1 i its SCOR adoption
and 1o assist BAT Bangladesh to unprove its supply chain process. induce and
implement best practives and benuhmark s perlonmanee. The focus is 10

mapanalyze the complete supply chain o’ DAT Bangfadesh usiig the SCOR

model,

+  Supply Chain education level {four davs session te be conducied on s by

ad wenty
- Supply Management
- Perlormance Manasement
Following projects are required to impase suppty chain knowledos and skills:

- WA Implemaentativm

M
A



- HCOR implementation

- rojeat 1515%

- Flow rack system lor 10

- Palletization. Racking and Flow rack system in Leat Woarchowses,
- New distribution routes

= lmplement wll pallet loading in FO careving tracks

~  [dentify and eliminate non-value added jobs

5,13 Conclusion

RATE interested to develop a flexible and responsive supply chain that could
accommadate market volatilies and complexity, BATB' s dynamic and high
perlonmance eam of supply chain depariment is continuously lookimg toward 1o
impiove their whole process by incorporating new ideas and technologics into s
operation 1o provide greater cost efficiencies and nereased revenue oppurtunitics.

The lour lugh leverage projects that the supply chiin departmment hos undertaken will
delinitely improve the wal supply chain processes and deliver the highest amount of
henctit (o whale organization once those projects are implemented. The challenging
team whe are working towards to achieve efficient working capital management by
aptimismg inventory level and ctlicient ERP system has been o identify some wavs

to o s witl surely contribate BATE 1o accomphish orsanizational poals

I}



Chapter-6 Demand Planning and Forecasting

6.1 Tntrednction

The Teenst of demand fxms the basis for all stategic and planomyg decisions i a
supply cham, Throughout the supply chian, all push processes are perfonmed in
anticipation ol customer demand wheieas oli pull processes are performed in respoanse
W custoser demand, Whoen all stages o supply chain produce a collabo ative
fisrecast it lends to be much more accurate The resulting forecast accuracy enables
supply chams (@ he bath more responsive and cfhoent in servine the customer s,

The st of same decisions thal utilize forecast and can be enhanced throush
coltaburative Torccasting among suppls Cluen partiners as beliw

e Prioducton, Scheduling, inventory contrel, avgreeate plannme. puichasing

o Uorketioe: Sales-foree allocation. promolions., new poduct inteaduction. seasonal
impact
#  Finarce: Plant/ equipmcni. invesiment, budectary plagning

o Pervoandeds Workforee plannimg. huing. lavoelts

It 1= essential that these decisions nat e scoreeated by lunctional arca or even by
coterpiise, as ey mlluenee cach ol ond best ade oy, For caample, Coca-
Cola considers the demand forceast over the conmmg quarter and decides on the Liming
al s i prontcdions, The proooton mferiasdon 35 then esed e updale Gae demand
forecast. The updated forecast is casential Tor the botilers, whe are often independem
of Coci-Colis o plan their prodaction, as il may regquire additional investment aned
hiring decisions A bottder operating without the updated torecast basced on the
proamotion is unlikely to have sutficient supply available for Coca-Cola, This cxample
Hlustrates the mportance of collaboranion- both withu the functions of a company as

will as amuong companics i g supply vl

Mature products with stable demaod are usually casiest to Torccast, Stable products at

o super market, such as mbl o paper toweels 11 Uns deseription. Forccasting and
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Premand management is an integral parl ol BATIR supply cham, Demand manager in
BATD i responsible w forecast dulferent brand. measure the accuracy and acts as
prime input of master production seheduding,

Normally sates data are collected from country wide sules managers, then yearly sabes
volume is Jorecasted for various brands and placed for preparing annual sales and

vperalion plan.
6.3.2 lmportance of Forceasting in BATE

Presently BATB producing and marketing 8-types ol brands. they are Benson &
Medges, B&H (L), State xpress (55331 Gold Leaf (IPGLY, Rothmans( Ty Rothmans
(5M). Seissur, Capstan. Starfilter. So there e vancties of production plans and

naster production schedules for the difieient tvpe of brands.

Ihe main objeetives of 34T B forecasung are

- ko meh ol o particular product W manuficlne

- how much will be the linished goads slock myventory
- how much will be the 1w materialz stock insentory
- how muoch w ocder

- what will be the stategy of procurenient functions

- what will be the stratezy of disuibution deparunent

- what will be the plan ol weappiog materjals and feaf production

The ultimaie goal of lorecasting is optimuwm management of working capital which
further leads 1o optimize the profic margin ol the company.
Accuracy of forecasting leads to the acuuacy of rave magerials and linished 2o0ouls

stock inventorics ihat are the wols o measure the supply cham eilicicney

6.3.3 Factors Alfecting the Forecasting m BATE

There are various {actons allecting in {orceasting such as



Sules Trend: Previous [8-months sales trend is taken o consideration during
forecasting.

Historical data: past sales data is important that gives a direetion in making g
sabes forecast.

Specdl veeasions: demand Tuctnates due o vanions cccasions such as Cid, Fuja,
Ramadait, Flood, Rainy Scoson ele

Cycle activities: These are rand promotonal aclivities. product development and

new product intrendaction, mereise of price o,

The above lactors are mecessarily considered duning foreeasting of dillerent type of

brandds.

h.3.4 Cyele Plarning  Cyele planning i al the forefront of positively alTecting
consumers buying behaviar through the say BATD plan, implement and 1eview
company acuvitics {ctfective marketl locus-LMIY. Crele planning is abuut Crsuring
that all markeling activities- above amd helow we svnchronized wiwd Tocused 10

achicys maximum impact to Gomsumers

6.3.5 BATE Demand Planning Processes

Demand planning process comprised of three planming process viz. monthly cvele
gp I | £l ¥ €h

planning. pre sales and operations plamuny and sales and operations planng. Misure

6.0 shows these three planning processes along with links @ inpul. output ansd

relevant players involved in the process.

(wd



Overall Provess Links of Demanid Planning
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6.3.5.1 Monthly Cyele Planning
I the monthly eyvele planning there are o let ol <5soes tiat aee takee inl
consideration, these are updated ceonomicd pelitical sitiaton (Chisrterly,
performance bends of share—nvn & competition. competition activiles (past/ cuncnol
Auttre]. evaluaton of previous evele plan. updated information Bom product
development team. next three maonths cyele plan, lrm up Brrecasts, what i scenarios,
optimistic F1ealistic/ pessimistic scenarios, sumnuary o key assumptiuns cle,
Thi vlgechives ol montldy vyele planning ane:-
- 1o plan detailed brand! trade activities and conseguent wolime forccasts For |8 —
ol {3 month Nrm & 135 manths oudine)
- Momitor progress of cycle activities planned {or the next three months and review
hakancye 13- months cutline activities
- Develop corrective business activites (o suppoil [orecasts and develop “what it~
scCenarios tor contingency.
Following information is required in each moenth eyvele planning:
- Bales and operationg 1ssues of the previous month
- Outline ol 18- month forecast coming out ol the forccasting process (driven by
demaond Manager)
- Cavede evaluation of previous and on- cuing aclivilies
= Cwele plan ton the oext 18- month
- wlarkel seenara and  competitive cavitonmient (From Marketing Totelligence
dlanagzer )
- Assumplions on ccononned pohtical siwation wpdate {Quarterly (rom 1reasury
Manager)
The eutcome of the monthly cycle planommg s below:
i Activily recommuoendation{s) Tur 4 months or Tarther, 1t is alecady assomedt 1ha
ihe nest ree manths activives are fiomed wd planncd b implementation
2 Agreement un [orecasts [or nexl 18 month Bom and 15 months outline Ihe wam

vl espected o develop™ whal o scenarios™ for the pre-Sop teanm. he

I'|2
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6.

asstmptivng behind te foecasts wall abso be summarized and shiared with the
reglonal managers [or consideration inreviewing their batloms Jorceasts.
demand planning and sunsiteeny analy sis for new produets or preoduay
duvelopment aojeets,

Final detaiks on the nest three evole actinitivs. These details will be wsed to draft
and finalize the evele mstructions for the neat three eveles They will also be
used to finn up sales preseoters lor the Th 8 10 team,

Updated cycle plan. he team should veflect changes in the eycle plan to ensure’
that there is clear alipnment and svochronization of activitics and Forecasls
Spevial activiey reconmnendation Lo 5001 spproval in order 1o bridee zaps (4
any ) aainsl company plan tasets ur o explore new opportwutics alonyg with

rescuree mplhications

0.3.5.2 PRE- Sules and Operations Planning

Sales operational planning is the way of measuring perlformance against the strategic

plany thut have been developed (primarily in the company plan and subscquently

reviewed in the guartenly prolit review- QPR Pre-50P evaluates all chanoes to sales

and productions plans and optioos availible for the next 18 months, The team then

prepares the sales & operations plan for approval i the SOP meeting,.

Purpose of the pre-sop:

1

1,3

Performanee update and revies -sales, produchion. inventory and financial and gap
analysis against company plian hjectives.
Provide a revised and updated soles forecast wlneh Lonms the buasis for o oew sales

operalions plan.

Hieview the sensitivity analysis (what i1 scenariosy recommended by the evele

[Flanning wam,

Followmy mputs are needed e conduel pe-sop planning:



- Updated cycle plan and 1evised 18 months volume forceasts along with financials
{wear-cnd projecton)

- Cuarrent inventary iovels-FG, Wi & Leaf

= Current produchion and capadcity nlans

- Sales, production. invenlory and financial performanee updates- last month & year

to date

- Llpdate on gpoing projects (New prodoct £ Produst development. machinery.
mialeriids ee)

- Whal if scenaios

Following issues are taken inlo considerations in pre sop planning:

L. Perlormance revicw- sales. production. invemory & financials and sap dnalysis

Vi company plan objectives

20 Rewview mew sales Torceasts aleng with whag s

3o Review new production plan

4. Review WM & Leal plans

30 Ruview progress & operabonald resource implications of ongoine projects [New

product, Produet development, Machinery. W1 T eal ete}
6. identifying alternanive options tor different issucs along with cost benefit analysis
7. Compile new S0P plan along with recommendations for SOP ¢am™s approval
The vutcome of the pre-sop is:
I New reconmoended 500 plan 1o inelude
20 S[ales Plin
3o Foushed goods inventorny plan
4. Production / materials plan (with 3 months firmed)
S0 sensivaly analysis of plans :
G inancial analysis-Clash 7 profit
T Narivnee against Company Plan and recommendations @ idee caps
4. Updates on onagoing projects

9. Tssues, oplions & resouree miplications

|



6.3.5.3 Sales and Operations Planning (S01Y)

Sales operational planning provides the measure of performance azainst strategic
planning on a regular manthky basis. 1 signs oft the business [orecast which then
frms o contract” bebween marketing, prodoction and  finance, o review  the
company perlormance against the company plan It generates the “one set ol
numbers” thal can highlight the deviations against the (:ul'lginf:ﬂ budget and so provides
the opportunily w ke correetive actions, This ane set ol numbers is also wsed 1o
prepane the master schedule for production that showcs what prodoects o manefactured
at what time, by whatl volume aver the nest 18 month cyveles,

Followmy inputs we necded w conduct sop planning:

s New 50P plan [rom pre-50P

& Sensitivity Analysis of plans

Following rssues are taken oo consicderalicons w sop planning:

2. Pertermance highlights — last month & vear o date

A Koy assumptions aod market aialyss

4. Salus foreeasts

3o Finoncial & operational wnphcauwons wud weeonnuendaions bom Cyele Plaaning ¢
Pre-5001

0. New project propasals (Praduct machimer s mawenal ele))

7. Review ol sensitisitics '

The outeome of the S0P is:

s Approval ol new projects and allocaton ol eesouracs

e el Cyvele planning Team

= Actions i individual departments 1o correct pertormance 15su0s

Fisure & 2 shows the relation hetween thiee vers of plagning 1 BATB
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6.4 DETAILED PROCESS MADPS of Foreeasting in BATR

The main input e the planning sweps vize Cyele PMlanning, Pre-5001 and S0P i the

forecast of the demand. Figme 6.3 schematically shows the processes throuph which

the forecasl is pepared. It appears from the lpme that the forecast is prepared wilh

stk from the tield as well as operational manseers at the wop. I considers stralepic as

well as environmental factor.,
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Fig. 6.3: BATH [brecasting process maps

Figure 6.3 shows the deailed forecasting process in BA 1T




Forccust data Bom down the channe] is collecled and finalised by demand manager,

The botlom line forecast made by distributors 3-months forccast, arca managers- 1§

months jorecast, regional managers 18-munths forecast, Demand manager makes first

time forecast by the 8™ of the month and 1inaleze the demand foecedst by analy zing

the brand manugurs furecast of the 1espective brand, Fmally the ultimate product

demand 15 placed w masler production schieduler and brand financial manager, Based

an their ohservations and suggestions the Tferecast v placed in the cyche planning

neeting. Onee cyele plan is appioved i aoes for Pre-S01 and eventually SOP.

6.5 Sales & Operations (S&OPS) IMPLEMENTATLION Process
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Frg. .4, Sales and eperations implementation process
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Flgure 6 4 shows the sales and operstional plat implementation process in BA'TE.
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The outeame from sales and operational plans deise the other Tunctivod depa imenis
under the supply chain such ay MPS) W planmimg. leaf planning. ngistic planning.

distribution process and abso marketme plaing, frenee planning

6.6 Comparison of Forecasting with Actual Sales of Few Brands

BATE demand monager e 1esponsible o forecast af all brands. analyre the lorecast
aceuracy al the end of month, make lorecast T the next three months for all brands
and finully make a conclusion agamst the deviation for each brand. The inpul fo
fenecast and factors that need 1o consider hefore forecasting mentioned earlier. Now
the data of [ew brands in 2004 forecosied by BATDR demand manager and actual sales

i 2004 s shown below with necessary iemarks,

0.0.1 Comparison of Demand with Actund Sales of Brand A in 200K

Demand Forecast & Accuracy

Table Brand A
6.1
Maonth Forecasted Artual Forecast Femarks
for 2004 Sales in | Acocuracy
[BATRE) 2004 In 2004(5%
Errar)
Jan 1 385 464 21 Higher
Feh 2 340 204 -16 percentage
lar 3 385 248 -265 af error
AR 4 ey 231 ~37 due to
Way 5 385 234 -39 =pecial
Jun & a1 227 -39 OCCASIRN
Jul 7 385 200 -48 may be
Auy a 3vs 217 -43 price change
Sep g 3vh 202 -47 promotianal
oot 11 329 171 -48 activihes, new
Mo 11 ars 211 -44 preduct introductian
| Cec 12 420 219 -43 et

[



Units Sales(

6.6.2  Comparison of Demand with Actual Sales of Brand B n 2004

500
450
400
350
300
250
200
150
100

50

Comparison of Forecast with Actual Sales
in 2004 (Br.A}

5
Month(X)

Demand Forecast & Accuracy

Tahle §.2 Brand B
Month Forecasted At Forecast Remarks
for 2004 Salesn  [Accuracy
(BATEY 2004 in
2004(%
Errot)
Jan 1 785 875 11 Higher
Feb 2 RS 721 3 percentage
har 3 787 945 20 of errgr
Apr 4 FEL 836 16 due to
May 5 BOY 938 14 special
Jun G 7a0 1659 34 agoasion
Jul ¥ 80y TEZ -5 may be
ALg g8 816 845 4 price changs
Sep G goy 542 4 promatianal
Tct | 10 722 44 3 attivities
Moy 11 asi BES 4 rafiny season
Dec 12 915 307 -3 eid holiday
palitical problem

T

—=—2004 Actual
e 2004

Forecasted



Comparison of Forecast with Actual Sales in
2004 (Br. B)
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6.0.3 Comparison of Dumand with Actual Sales of Brand € in 2604



Damand Farecast & Accuracy

Brand C
Table B 3
Manth Forecasted Actual Forecast Remarks
for 2004 Sales in Accuracy
{BATE) 2004 in 2004%
Error)
Jan 1 448 691 41 Dernand of
Feb 2 4948 abs 13 this brard
Mar 3 £a7 BE1 Y naturally
Apr 4 517 637 23 Inereasing
May g 526 BE7 27 wilhout any
Jun =] 236 795 A6 affect
Jul 7 545 G640 21 Sometimes
Aug & G54 07 25 this situation
Sep 9 G684 Ta37 31 IMAy accur
Oct 1] 573 E7G 13 and forecasting
Mow 11 551 TPE 33 15 difficult for
Dec 12 592 792 34 such type of unsual trend
|
Comparison of Forecast with Actuai ‘
Sales in 2004 (Br. C) |
900 _'“""‘“‘i_ |““""“ T “""'—’““”'] |
800 T T |
i ! I i
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Chapier-7 BATE Procurement

7.1 Introductzon
Frogurement simply means purchase process of s materials. In BATI procurement
means geding the right materils amd services lTor the operation in right time at
optimuwm - eost and  developing vendors 1o continuously  meet BATE  gquality
requitement. Two types of procurement are perdormed w BATB. They are:

s [hrect Procuremen

» Indirect Procurement
Lrrect procuremient 15 the purchazsing process o any matenad relawed o cigarclic. The
makerials include lcal and wrappine matcrials. Leat” comes Trom Kuashtia and
Clhittapong and also Troen diflerent countries, Accurding to custamer demands these
leoves are blended 1o produce lead ol o parucular Lype ol cigmette. Wiapping
materiaky are to wrap the Tealand By pachaming purpose, These also comc from 2 fow
lacal und foreign manulaciuring companies. Table 7.1 shows the list of wrapping

malerials and ther sourees,

Table 7.1 Wrapping matertals and souree

Dvpronved [Lonal
«  Cipgarellc paper « [IL13 Outer
s Plug wiap paper s fails
s Tipping paper s lnner frame
o Adhesne »  Tipping paper
+  ow/Triacetene «  Plug wrap paper
* lnks

Any  purchase required by company wher than cigarette i+ called  “indieect

procaremenl” I does e include Teal, saapping material and wages



7.2 Procurement Principle at BATEH

Procurement prineiple ;. “Realigned and focused with business ohjective of

maximising cost and quabity potenual from primary supply chain.”

Malerial procurement manager m BATE has 1o deal with the local vendor with
respeet ol material issue. deliversy. guality 1ssue and comtinuous improvement. The
manapers other responsibilitics are supplier development-cducation  program.
negoliation and long term contact. altermate sourcing, regional sourcing. co-
urdmale raw materiaks planning of sendors with material planning manager. local
material developmentl and supervise the activities of lagistics and planning as
wll

The procurcment stratery and policics of BATB are based on matenal
management 45 well os concral munagement tools and techniques. These are

1y Ranban System

23 EOQ Prngiple

3 Value Managed Relationship

43 Business Enabler Survey Tool (B1LS 1)

These are bricily discussed below:

1 Congept f Kanban System

Kanban system is an inventory system m which BATE manapement will decide
the maximum level of iwventory, TATD and the supplier will have an agreement
where bath the parties Nscd o specthic davis) of the week when the SLII[:IFI]I.CI‘
personnel eome and cheek the invenlory level and replenish the materials
uccording to the maximum level of inventory., The replenishment procedue will
be done on daily basis by maintaining a special cand called Kanban Card. After
replenishing all the materials, supplicn personone! will check and confinm the swhole
Frowess and updaung the cuwrreni mveniory siatus, The wial system works on the
basis ol fxllowing assumplions:

- there is no uncertainty in lead times of supply

- the decisions [or ene itemn is independent @ other itens

- there are no consbraiats on the ol size,
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2} Coneept of ¥MR

YK s based on the concepl of value analyvas/ value enomecring
“Walve ngincering™ was st inrodneed into the United  States Departnent ol
Delense, Mavy Facibitics Enmincering Comiand n 19463 and has been used o fine
twne mainly government and semi-government developments in that country cver
sincwe
Yalue management (VY s o scrvice that maximises the lunctivnal value Yy
anagmyg 118 development froin concept o compleion and commissioning through
the audit {exammationd ol all deciswnsg agamst a value system.
¥4 s an organized approach to provide the necessary luncuon al the fowest cost
Steanelht onussion ol and enhancoment s oot Vi,
YW s an oreanized approach to the dentification and climmation of unnveessary
cosl. W s sestemalic. multi-disciplinary efton directed towards analvzing the
lunctions of projeets 1or the purpose of achieving the best value ot the lowest overal]
il evele,
FUNCTIONAL ANALYS1S of VM
Lo function is oot noecessary then it may eluninated. 1 a function s essential then
other more ¢ost effective metheds may be found wo perform the same function
Basie funetions are essential and must be maintained buot it i often alternatives 1o the
manner in which yvield the greatest improvements in value, Secondary functions may
al times be climinaled altogelther or may be performed ina moie cost effective
FNTer,
The delinitions of cost and worth are importanl, Cost is the price paid or o be paid
Worth is the least cost [unctiona] cquivalest. WM Tocuses on arcas where costs are
considered  evcessive by using the concept of a cost worth relationship, The
oppreriuaities o unpreving valiee do not necessardy lie only in the arcas ol high cost
Parcto principle i used in VO W0 detennine the relatively small amount of clements

ar functons that comprise 80 per cent of e propect cost.

3y Coneep of EQQ
0 one s o make decimion about unmaging an nventors, il iy useful Lo

widerstand the behaviour of the inventery related cost lactors. This facter helps o

K



manager W delermine which item should or should not be carried in inventory,
whiat inventory levels should be conied Tor specific items and what orda quantity
arc amuopriate o the given items. Among (he factors that ofien cnter Lhis
deciion process 15 a concepl kaown as coonomic order quantity {EOQ).

FOQ comeepts comtinue Lo be o versatile and useful tool it s applicd propecly
EOQ suppests that the sppropoale quantily o order may be one that wiuls o
mindmize all the costs associted with the order such as carrying cost, acquisition
cost, material cost

The EOQ simply says thal the swn of all the mdircet costs associaled with
inventory will be mimmmized on oan annual basis 0 the material is ordered

consistently with the quantity.

4y Concept of BEST

BLS " is abbieviated as Business Lnabler Survey Tool. 1t iy the wols of measuring
the capalility of a supplier in terms of quality, service and cost,

B1-ST has [owr segments such asy

A Process and gualily conursl

B. Manulaciuring resuurces

C. vanubucturing Policy

(. Fipance

BLST is used in BATD fn cvaluation of present supplicr or development of
prospeclive supplicrs,

The items ol cunsideralion aml major arcas ol judgement with respect to each
seament uf BEST are hsted below,

A Process and quality contiol

lem of consideration Major areas of judgement

Mutually  agreed upon | Specification exist that are placed and

speeilicaiion agreed Dy Dot parey

Design information control Camplewe documentation, approved

specHication

Manulaciuring control Process capalnlties, control specified and

& performed. process control  facilitics.

sepacition vl non conforming producuon

P



Funad acceptance

Accepdallny  dotermined.  pachaging &
documentation. vehicle mspeetion. shipping
unils el at specification ol product

rackaging and documentation

Quality managemaent

Quality  philosophy.  mcasurable  quality

modals,  quakity objeclive, techmical

competencies, delined responsibility  and

authority, op managemai truck

performances, reporting relationship,

uiality manual. adequate training

Analylical methodalogy

Internal standard, analvtical facilite cquip,

esting  reginwe  identified.  defined  and
performed. method of documentation, and

apphication

Quality inlormation

Infurmatien maintained, retained sample
ang eate, field inlformation waed, continuous

inprosement, guality certification

Caltbration verdieation

Calibration practices  definged.  calibration

ducumuentation

Procurement cantrgl

supplicr management,  schection,  raw

malcrial specification. confinm adherence w
spectlnalien,

supplicr performance

tracking. subcontractor monitoring

hlaterial control

Risk contmmination.  storage  procedure,
unappraved materials i process contral,

sturige eilines traceabdity

I3 AManulucloring Resources

Tteny ol consideration

Major sweas ol judgement

Capucity and flexibility

Capahilily 1o provide  poods.  multiple

sources.  allers  schedule fin demand,

contingency plan

Facilities  and  equipment

Ihverse 1echnology. staffing

-]
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citpability

| abowir environment

Avoid work  stoppage. resobve  dispuies,

workforee integrated in decisions

Lyuipment  conditions  and

IMAINLCTIAILE PrOZram

frevenlive  matntenance,  document.  waol

weil. schedule maintenance. housckeepinge

Paterntls & or  resirictse

aprecment

(. Management Policy

lem ol consideration

alajor areas of judoement

Eeadaiship

Manapement leadeiship, TOM

Education and teainiag

Formal  uaining,  appropriate  aining,

lraining support. lraining recdrds

Mnnagcmcnt slruciuTe.

slabi ity & compelence

Orpamzations!  structure, paiping &

exporicnes,  managers  knowledge ol

tzchnology

Salety

Appropriale & cxtensive,  records,

compliance-natiomal & local

Customer service

Appropriate orzanizalion. on time delivery.
COMTLCT uamtily. prompl cnauiry 1esponse,
complete documentation,

tield

proklem

resolution. support,  clectronic

conmnueacation, lead time

bMarlecl nvolvemeant

Leader in international, desired commaodity
supphivd, vulnerable 1o external fonces, anti-

smaking prhey

Busincss cthics & corporatz | Domaensleate conumitment ' |
sogial 1esponsibility
Fechnical. R & D Approve  scope. cuslomer  directed,

capabilitics

chstomcr benelis

Comphance  with  Govt,

reeulalions

Fosponsibiliy & accountability. cunently

in compliance

7B



Environmental responsibihity | Responsibiliy & accoontability, currently
in compliance, pProaclive SUPROTL,

covirenmenal fnendly product

[3. inance

Item of consideration Major areas of judacment
Finvscial condition Financial siability
Cost contrnl CActive Lost cunlpol, selling  standard,

allocation of cost, accounting. operastions
stalf. cost ol guabiy, cost control benclit

inventory control

Coml inlormalion shacing Ability & willingness

Capital pomam l-uture capital expenditine & improvements

7.3 Procarement Process at BATE

Procurement manager in generally responsible about the qualicy of the matenals.
responsiveness af the supplier and 1ol procurement or acquisiion cost, The
procurement process is continucusly being improved and simpliied to improve
guality and responsivencss while simulaneos |y reduces the otal acquisiton cost,
Projecbions ol Tutoes requrements Tow e parcised s are shared with sapplicrs o
cosure adequale capacity o supporl busmess reyguirements, These Tutire projections
eadcond besond the suppliers” gquoted laad 1mes. The lbl]r.mingl wie Lhe major
vuidelines [ollowed for the procurement pocess,

I Long terim contract — 18 snanths o consclulale pantnership approach

[

- VMR principles —Partoer in Lacellence™ pogram

3. Local supplier iationalization — 3 major vendos

4. Drive WM = Go Cost™ imtiatives

5. Support global buving on key materials and base materials
. Leoeal sourcing des clopment

7. Cost eflectyve regional sowrcing lor Board and Printed mateewl

i



14,

2.

21

security of supply: BATB pives keen attention 1o the consistency and
avaitability of supply
Apmopriate guality of inaterialy The company gives wop procity w the

product qualiny and does not make any compromise,

- Lowest tetal acquisition eost: Tunimg ol supply is very crucial i reducing cust

novation: The Company encoursees innovation of wdéas.

Complexity reduction: Proper and consistent supply ol raw materials will

prevent complexity

. Suslainable business tor suppliers, BATE maintains o win-win relationships

will ils suppHicrs,

Ssupplier provides saih output reports (e n supplier schedule) from the Tormal

[lanning systien

cpuichase order releases have been aeduced or eliminated and replaced by

kanban signals for an increasing percentage of the purchased volume

Ssuppliers are beng certilicd o reduce source  wspections,  recovening

Mapaation and counl verification

Sdelvery guantities are being econonueally reduced, resulting in more frequent

deliveries of smaller quantities Nom supplicr

-transporiation cost from supplivrs are being decreased even thoush delivery

Freguency is bolong twreased

where appropriate materials go direetls from dock to point of use. rather tan
from dock 1o stoek Central stock holders are vicwed primarily an overflow
iocalions

& supplior rating system has been developed and implemented and is being
used to tripger improvements i supplicr perlormance

supplicrs practice sabee cogmeciing { .. design of process, product quality,
castimg wi1e) technigues and make recommendations 1o improve qualily. cost

and responsiveness tor both the current and new product

Sdirect commumcations have been established to improve responsivencss

Between the company operating departments and the supplics opoatinge

departiments

&0



T4 BATE Procurement Task Flow

baterial requwrcment Bom
material planning through SAP
Ry
I+
i
Yendom , !
erfrmance .
l . N Procurement 1 Yendor developiment &
HSLT,SL"E " relationship building
clivery, quality. e
( X ¥. quabty (BEST tools and VMR
Ty
b
Supplicr
. . . . MNoew product
Sourcing & Scheduling : prote
Negotiation inteoduciion

) lactory CQualny
Avree on delivery . [N S
y ) Walchouse

& quulity
reyuIrimeni |

Fig 7.1: BA B Procarement Task Flosw

Figure 7.1 shows the procurement provess and vendor management i1 BATB.
Materials reguirement are lound  from BRI ool SAP and in senoally MRP
recommended items are progured-and purchased. Procurement manager provides (e
material 1equirement to supplier and suppliers prepaie supply schedule and supply the
item Lo faclony warehnuse,

In addition. procurement manager also responsible o develop vendor and build
relationship through BEST & V&R taals, BATD procurcment manage: also
respunsible Lo measure vendor perfonmance intermns of on time delivery, product

quality ane progureiment cosl,

5 Procurement of Direei Material »
Mlateriaby involved i making cigaretle are lermed as direct materials, They arc:
I. leal'&

T Wrappang Moteriud

a1



7.5.1 Lcaf Procarcmens

Based on cigarette brand specification tobacco is graded which is called prized
tobacco and leal s procured i two wayy sueh as local and overscas un the basis of
tobaceo grade requitement, Leat is uscd 10 produce priced tobacco that is further used
e produce cigarctie slicks, Two kind of seuwcing involved in leal” procurement

processes sl as domestiv sourcing il overseay sourcing,.

7.5 1.1 Domestic/Local Procorcinent of Leal

IFigure 7.2 shows the local leal procurement anangement of BATB.

BATIR Tcad

a————| Quarter . (rele Plan o Leal leen [eren
SO Mun i — Planner Dhaka Faclory
{Tobacco
Warchouse 7-
i 10 davs stock)

Sdecement nnder dlaned an Cuele Pl

| Prised Tobaeen theeneh [eal’ "l‘m>

. Leaf
Priced dent
J—» Tobaceo o
Warchuouse ‘,ff'
(3 days GL1P ‘\i?
sloc k)
1 I Contract
Girowers
r Ll Dhepl
r VO CAnoual Plan) tplaning. logisti,

ol
LA n L

Cured
tohaceo
Wearehiouse

.

Cieen Foal tyearly) !

Fie, 7.2 BATS Local Leal Procwement Processes

7o 1.2 Tobaeos Planging

Tobacew required tor the production el cigareties iy a2 blend of botl or ¢ither vaported
o local obaeeo fon Bangladesh, The blend is specified for all cigarette by the leal’
blender. The leal planner is responsible for controlling the supply ol obacen to PMID

based upon inlormation supplied from the SAP system, the MPS manager and the
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blender, The demand Tor leaf shall be established in the SCP and LOP meetings for
the forthceming period. up to 30 months, The blender s responstble for booking the
guantity and grade of imported tobaceo required L meet these requiremients and
negoliating the price. Booking 1o domestic lead sludl be made by the leat blender
based upon the results ol the 1O mecting The Leal Planner establishes the lead
times, econamic order quantity, salely stoch level and duration far all tepes and

stoulrees of mnporled tobaceo.

The SAP system confinms the type and quality ol 1obacco required for PMD fur the
foetheommy period and inlorms the 1 cal’ Plunner of types. quunlir.}fl and source of
obacco based upon the cigarette demand information input by the MP'S Manager. For
imporied tobaceo, the Leal Planner confirms the order with the supplier based upon

the SAP specilcaluon,
T.5.1.3 Leaf Planning

leal planning is the tunction that ensures the supply ol lehaceo o the manufucturing
process. This s basically o planning process involving “what to order. when o order,

how much of imported or domestic leal, 1t is driven by the Sales and operation

Planning (S&OP) process. Leal planning hies the folowing core functions to perlonm:

s Planning imparted leal iequircment
= Planning domeste leat requirgments

v Leal stock management

The prime purpose ofleal” planning is 10 ensure vninterrupted supply of Bills of
Materials {130M) speeiticd tobacco o Dhaka lactory as per baerials Requirement
Flanmng {MRP) recommendation and confirmation of leat wventory {duration and
salety siock policy) according o inventory policy and Environment Health and Satey

(L & H%) requirement to be maintained mthe leal godown and in Dhaka factory.

Leaf Planiing Mrocess
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Thue leal planning process has been developed by Enterprise Resource Planning {ERP)
soltware- SAP where the system geneiales recommendations lor the order gquantities |
oreler frequency and order sulwssion date B the both domestic and imparted leal’
Al the reguired data have been stored aad updaled regulacly i the BRIP sysiem o
provide accurate record. So the dula accwacy in system plays a vital role for

lorecasting correct MRP recommendation
7.5.1.4 Green Leal Monthly Plannings

Bascd upon the information provided by the LOE, SOP. Pre-SOP mecting and the
comparisong of the actual 1esults against planned results for the current month, the
Leal Planner, GL'T Plant Manager. Plasning and Logisties Managzer, Leal’ Blender,
Pivisional Leal” Manager and the Leal’ Fxport Manager shall meet at end of cach
month. The purpose of this monthly mecting 1< W establish g plan tor the Green Leal
requirements for GLYT and Production requirements from GLT for the Tollowing
moith, A plan shall be cstablished and cirendated 1o all interested parties by the Lead
Plannur. AL Lhe beginning of each seasun 10 may be necessary 10 have o numba of
prelimmary mectings o prepare the first months plan. The Leal planner shall contral
the timing and number ol these initial meetings,

Ical” Planner, GLT plant Manager, Planning and Logistics Manager, Area Leaf
Manager. and Leaf Export Manager shall meet a the end of each week. Thu purpose
ol this meeting is 1o refine the plan for Green Leal requirements for GLT aad the
pruduction requirements from GLT for die following week, This plan shall he
established and eirculated t all inlerested partics by the Leal Planner.

PBased upon the informalien provided by dhe monthly and weekly plans and any
contingencies (he Leal planner shail estabhsh an a daily busis the fixed plan for GLT
green feat” supplies and GLT production requirements 1or the fellowing three days,
This [ixed plan shall be established and circulated o all intereseed partics by the Leal
Planner.

It is planned that whenever possible the plans will be cireulated via the BATER
compder system. some thnes the | eal Fxports department recerves urgent reguests
ltom custaimers whicl adlvce the GLIT planning and Production process, Gl 1 eal
department and the Manning and Logistics deparunent will make every cliort W mect

such requirements. These reguesls shall be monitored by the Leal” Planner and
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repotied 1o the monthly mectings inoan aliempt o establish an effective way of

prepcing for and dealing with such troenl requests

7.5.L.5 Leatl Cultivation P'lan

The deal depariment s involved i cultivating and purchasing cured tobucco, Each the
company registers thousands ol larmers along with their land to erow and cultivate
tobaceo crop BATR movides seed. fovtilizer, and uther Joans w their farmers through
out the crop season. At the end of the seasun BATH purchases tobacco crop {green
lealy om the Taemers, payment rates based on the grade ol the feaf Green Ical
prowing and buying activities are conducted through the countiy in the two main
arcas such as Kushtia leat” division and Chittagong development aieas. Recently the
comtract farmimg activitics are oxtended by Manikgany and Rangpur. Afller purchasing

the green leal is wken o preen leat thieshing plant (GLTP.

Green Leal Threshing Plant (GLTEY The green leaf is converted into a suitable Form
af tobacco which is ealled pnized tobaceo in GLTE. The tobacco is broughtl 1o a
uniiorm meisture level and temperature. Blending of different erades ol tobaceo takes
place at the GLTE and the processed wobaceo is sized and packed before delivery
Ohaka lactory as prized wbacco., The Prized tobacea is processed s the secondary
manutacturing departiment (SMD) and converted inte Minished tobacce which is used
o produce cigareite sticks. Tas fuushed obaceo s called cut obaceo

The GI.TP main objectives are:

I, sepaeate lamimd (o slem

2. retain physical and chemical properties of the leaf

Le?

remeval of foreian materials

4. conversion of bale and packed ey produet capable of long time storaue

Phe leaf department makes an estimate of 1he guantity of bacco that BATIE wall
need Lo purchise over the vear hased on the ouviput of the annual SOP. Based un this

catintiles. the number of Girmers and the arcas of land need to be registered are Nxed.
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7.5.1.6 Future Challenges

Quality and yield improvement, adapting Best Practices/Appropriate cultivation

techiliques

3
4,

3.

3]

7.
g
i,

Substitution of imported tobacco by qualitative improvement of local grades

MNew product development - New tpes and vaseeties for muodilics Virgima USIR s
Further improvement GL' praductivity, gquality standard and cost efficicney

Cost eflective stock managemen

Feople and weam develupment

Leal Soctal-Driving corporale Image through atforestation fagro-projects

Production of Navour giade and supporl o moducer low delivery cigarette

L ncrease processing volume

Fi. Leal storage and infestation conbial

1.5.2  Procurement of Imported Leaf

BATDE import full Navowr, semi-favour asd 1ilter leal from the countries ol

Afganistan. Argenting, Brazil. Belgium. Canada. Soulth Africa. USA. UK and

Zimbabwe. The procurement process om [oreign source is shown in Figure 7 3
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753 Procuremend of Wrapping Malerials

Once upon a time BA TR purchasced wrapping materal from overscas supplicrs but
e 3t s g credit of BATE supply chain depariment that they have developed o local
supplier to get Wl available at production floor. It has greatly influenced n working
capilal management by reducing todal mocwement cost, BATT decides what will be
the raw materials tor manufacturing W at the local WM supplicr premises and that
local suppher is bound w purchase the mw materals from BAT overseas suppliers, 5o
the Tocal WM supplicr Is an integral part ot BA T supply chain department,

The Anllowing acuviries are mvolved it W local procurement processwes:

. materials regquirement i- delined aceording to VAT puide line

20 materialy specificationy are xed sceording o BA'L pelicy

3o 2Z-monthy rolling forecast i given (o WM supplicr

4. local WM supplier purchases the raw materals lor manufacturing Wa from BAT
SOURCC

5. WM supplier are bound 1o maintain 7-days stoch of thewr tinished product

6. local WM suppher s bowrd ta supply W on daily basis which s maintained by

kb myenlory syslem

BATE mawmntains a service level {actor in procuring any materials. s the desired
probability of not runring oul eof stock in any one ordering ¢vele. which beging at the
time an erder 1s placed and cnds when 1t arreves s the stoch. This can be also
regarded s the sigoilicance [evel of ol running oot of stock.

BATE management prefers to have o service level of 99% o maiatun a safety slock
of 22 daps, There is only 1% chonee of not Tulfifling the order from mocurement
team This serviee Tevel [Detor s also koown as sienificance level, The service level

plavs an important role in deciding the siee salety stock.

Procurenment of mported W follews the same processes and procedures like the
procuiement of imported feal’

BATE procures leal, Wil and clements that are needed o make cigarette from local
and overseas sovrces BATI maintainy long term relationship with the supplicrs
(localfoverscas). For the purpase of all ::':1I.r.:ulmmn.a~ the lead time s calealated 1o be

3560 davvs for imporled materialy and [-day lor local materials,

g8



(localfoverseas) For the purpose of all caleulutions, (he lead time is caloulated 1o be

33-01 dlays Tor imporied materials and t-das o local materials,

Lead Limes of imporled fems ingludes time eguired Gom raising preforma invoce,
apening of LC, presinspection. mspection. shipment arival, custom clemance and

eunds receiving
7.5.4 Procorement Activities at BATB

The main strategic and operational activities of BA T are.

Sourcing

Collecuon of direct and indircet rasy materials, there are two types of sourcing:

0 Sole dourcing, [n this tvpe of suurcing only one supplier is approved to
maoduce any particular ilem

U Single Sourcing: In thiv sourcing wmethad more than one stupplicr may
Be approved o moduce tose material. but only one supplier is used 10
produce the 1tem

Pricing and negoiiation: BATR negotiales price with its existing suppliers time

o tme. This 15 done Lo adpst doflar price {luctuation, price change of raw

materialy ete.

Supplier plamting and measurement: In this strateyic procurcnwenl activity the

Company cvaluates supplicrs uaing dilferent evaluation tools ¢ 5. GEST. [t helps

suppliers planning their business tor betterment of botl (he parties.

«  Vewdor development: BATHE considers vendors as valued business partners.
I desires win-win approach with them, It belieses in long term relationstnp H
lries to improve vendor perlormance through proper vigilance and also train
them. The stratepic purpose of vendor development is 1o develop close
1elationship with local supplicis o achicve st in time (11 Uke inveniary
LAt Rt

* Implementation of BEST program: BES| (Business Enablers Survey Tool)
measurcs the degree to which a supplier has busincss enablers in place and
provides a mechanism for identilving risk arcas which can be managed oul by

& conlinuous [provement process,
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I in the rebes and responsibodities and required behaviour of both BATI procuneiment
lunction wand s dircel material supplier. his outlmes how the partics agree to wank
weether and how o optimise the hehavier and processes i delivering réquired
materials to BATBE premiscs. This agreenent 15 reviewed time 1o time according to

the changing demand

The werviee level agrecment is also oimed a1 stable and reliable sepply chain The
agreement ses Uy responsibilicees loe bolh partics W achicve a solidly integrated

supply chain, A sample service level agreement is presented v Appendis AL |

The performance of the supplier under the agreement is measured agnst key

pertarmance ndicators (KP <) under some entical success factors,

Table 7.2 shows the KPD s thew target level and the responsible person in respective

oroanisalion.



Table 7.2: KPI Summary Table for Reporting

KF1 Name

Target Performance

Level

Recemmended Owner i

r or—— e
oL .

w

Adherence o
wervice Level
Agrcements
{Faceplion
Rupor}

The number of
eRCepLions per
monthi{ el maore than

nee

XXXX material planner
YYYY Lxecutive Dircelor

FForecast aceuracy

= UL,

AN Maleriaky Flanner

[fvCmtory
Coverape

Firished gonds 7
davs
Rave materials 43

days

YYYY Excoutive Dircelor

YYYY Warchouse Team

O 1E% (i stock-
oul policy)

(e

HNEX X Materials Planngr

YYYY Bupply Planner/Exccutive
irector

Cruality
Complains & QA
rejects

‘Target is Zero.
however 10 teach up
that accuracy levet, |
Quality Complain per
manth is toleiable and
repection will he the
total giantity azainst
that Complam. This
rejuection should be
equal or less then 1%
of the etal guantity
delivercd Tor that
particular month,

» YYYY QA department
w NORXX QA department

Lesand Buivee

Delivers s por

KANIAMN

Mew Product
Inircdduetion!
[Fiseanttimtion
of brands

KH XX hMaternals Manner

YYYY Executive Dhrecior

4 manths

XOOKX Materials Blanner, YYYY

Supply Planner/ Exccutive Director
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Agaimst XPI° 5 both partics measure the pevlonmance under the agreciment, Table 7.3

shows the BATE chart aed Table 7.4 shows the supplicr measurement chart

Table 7.3: Monthly Ferformance o i Measured by XXXX

[ I

largets Metiics Actual Pertorm | Overall

Mo, ance (%) | SLA
recorded Conformanc
forthe e (%)
Mouith

™o, O Mol dore thenone | (1] =

Ouality 100050

Complains

per Munth'

Delivery as | O OTIF =

1w the E D%

KANBAN’

Materials Mot more then 1% [ -1 =

Bejection ol the 1ol quantily [ VK%

through delivered Tor the

IMI month

Fislazd UL 59 Dy

Cloods slogk =

Stock” 190%

Raw 45 days H(-43

hatcrials davs stoek

Imventory” = [00%

soanth end To he subnutted by | Wik

Inveniory 2" working days of | azreed

Sloch the following tine =

Repori 1o month 1804

Ba Rt

I(]lmlii}’ - Lach complainy ahove the tnget will decrease the perlormance by 3%

“relivery - Lach tailure m delivery will Deciease the performance by 3%

"Materiats Rejection tough IM]-3 — cvery no in pereentage over the tarmet will
decrease the pertormance by 5%
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Ay - - .
Finished Goods Stock = dore then @ duas o less then 3 days stnck will decrease the

perltrmance by

2%

2%

A . -
"Raw Materials Inventary - More then 43 days stoek will decrease the performance by

I - - N
‘Month ead Inventory Stock Report o BA B — Fadure wall decrease the perivnmance

by 3%

‘Fuble 7.4: Monthly Perlormance to e Measored by ¥YYY

least three davs
carlicr

KTy Tarzcts Motics Actual Pertorm | Owerall
Mo, ance (¥ | SLA
recorded Conformanc
lor Lthe £ (%)
Wonth '

Daily By 1200 Trs Witlin

Malerials considering the 12.00 lirs

Request consumplion will = 100%

from start fom 6.00 i

BATH' Next day.

Parchusc Mutimum 7 working | Belore 7

days belore delivery dity » =

Order .| sehedule. § O

Prucessing”

Guods Within 24 hrs. frons Within 244

Receipt in the time of the Goods | Hours =

the BRI Dulivery. 1 Q0

:‘}}h[[.:l'lli

[ Ui ast B0 % accuracy level [ 90% anl

%mmu-m:y" is expacted m the abovye =

monthly horizen LA

Ceaduction | Forany change in the | Belore 3

Schedule schedule for any Pays and

Change” SKU, o be aboye =

communicated al E0%
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(MI-] & IMI-1 & IM]-2 Within 2
IMI-2 ldeport Lo he Pys = :
Report completed withu 2 L)
Delivery” days alter Sanple
Delisery

'Daily Matertals Request — Every hour deluy from the targeted tiine will deerease the
perlformance by 5%

J ' - - '
“Purchase Crder Processing = Every working day below 7 days will decrease the
performance by 5%

q,.- . . - - - .
Cronds Reeeiptin the ERP Syatem — Every 24 his beyond this target will Dieerease
the perlormance by 10%

*Forecast accuracy — Lvery no in poreenitape below the target will decrease the
perlonance by 5%

"Production S$chedule Change ~ Every working day below 3 davs will decrease the
perlformance by 30%

"IV & IMI-2 Report Delivery - Ever working day above 2 days will decrease the
performance by 5%
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7.6 Theoreticnl Aspeets of Indirect Procurement

7.6.1 Indirect Procucement

Indirect Procurement department of 3AT (1312 LTD is responsible for purchase all
types of products excepl, direct materials, leall permanent salaries and waees, trade
discount. raes and depreciation.

All indirect spend included:

s Stalionary

Temparary and contracl labour
s« Buank [ees

+«  Electricny

»  Marketing Agency tecs

»  Asset purchase

s Spend charged to intermal avders and projects

Te implement a systemn of purchasing mdiree! malerials, a dedicated team uscs a web
bused software named SRM (supply relationship masagement).In new enviropment
nalirest leam of procurement negotiate with supplier, select supplier, Naed the price
ele AL the first stage of introducing the system many users overlooked the
procurement team and purehased the indiecl materials ar their own.
To seleet a supplier particularly in direct procurement process three parties atc
involyed. T hese are.

1 PFrocurement team of [ndireet Macerial

2 Fwmance team of particular department

3 The nser

When o user o] any department needs any product, hedshe mlonms the requircment 1o
the indirect procurement team. Procwrement wam then ofTers the enlisted suppliers for
guatalions, To evaluate the supplicrs. procurement weam select one supplier Tor supply
the products. Then procurement team call the respective {inance wam ol particular

department and wsers, All ol then nepetiate wilh suppliers lor price. afier sales
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service and other tmportant issucs. Fiually. three parties

sUp P,

Figure 7.4 shows the whale indircel procuiement process

of BATB approve the

Il

Weonkhing wilh
the supply
ke

Slep-| Atep-2 (p—
o . Stop- | Sren7 A eritive
Identityin | MNewls s DIOCESS
[ anily iy & , B
Lhes meed business | "-'nf”!’” Internal
COGLITLITIC draly i AT TL IR
Warking planming
wilh )
Slep-3 MLepi-f . .
Lhe . “F ol Step-4 Spy
LITENT, T ;llL'I‘L‘ supplier | supplic I
arhut ’ N v i : -
nugotintivn| :
; anl sl wralyais | selection - i Suppli
waly P agleement | daggemen
Prowurerent kriefing . :
= mmpleanent

Fig. 3 d Indirect procuremcnt process steps i BATE

I, kleniilying the Mecds

issatistaction with current anangements

Expiry of a contract

«  Change in the imdernal circamsiances:

- Ixpansion of business

= Closing part of facility

s change m market andqor supply base

o Neod Jor saving or budget pressues

s Meed for supplier rationalization

s Change in business processes

= Part of constant review ol high spond srcangements

o Siahcholders ash for help
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Talle 7.5, Risk appreciaiion and privritizanion

Eveni Likelihood Conscguencey Horizon i'roposed

Description Action

L2, Market analysis © This is an approach used o benchmark with other companies -
huying the product or service or with colleagues withi the region, understand the
ma ket structure trends and market mlluences Tor the goods or scrvices. Tully
appreciate the full range of options avadable, cvaluate the current and luture

suuring options available, match the requrrcments with the seppliers strengths

13, Portolio Analysis:
I'his is a tool vsed to understand the nature of the purchasing portfolw and plan the

aclions necessary to gencrate profit reduce risk, dhive out complexity, and secure

competitive advantages

y
Annual Spend

Limw High
High Strategic
Bottleneck Critical high value itens
Hotileneck items where the where it needs 10 apply
Supph Market cost is net preat but tied wa proper echnigques und
- . articular specilication of appropriate 1ools
LComplevily P¢ . i * : PpFep
supplier
Man-critical Leverage
“Mimimise the effort™ items Seament where the risks arc
where managing e spend bow Le. there are plenty ol
L using sophisticaied suppliers aicund all anxious
U1 approaches is net worlll the tor bid the work
time and effoit

Fig. 7.5 Portdolo of analysis of imdoeel materials
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2. Needs analbysis & business requircmicnes planneng

¢ hecds analysis allows procurement by hetter understand the requirements ol key
stakeholders

o Reviewed past purchases

» inlervicws with users specifies and significant others

o Consideration of the conect speciication

» Sueetlw product or service being used

& il lorms parl ul the suppher bricfing documentation and the eriteria analyscs that is
used 1o rate the supplices

¢ Thu challenge for procuwenment is 10 see 1 we can move Wwards more generic
specification increase the amount of competition wluch cxisls or remove
conmplexity from the procarcment arrangements

* AL s stage understund ihe rahe which are asseciated with tns particular
catezory of expenditure

Risk Appreciation & Priovitization

Appreciaticn

/ N

Quanhificatiaon

Classification . T

. Nufety Wisk Primity Number
by (RENY i o letor of

o {uslenmer lm [Pl

s  [ikelihood
- CUHbt{lLkCII{:ﬂH

darket Position

Threat to Manufacture

RPN Caleulation: Eximmple

I xchangeRate Movement
Suppler Collapse

¢ Likelihood =3 - |1|kL‘|I]‘IOGd =%
= Conscguences = [ . h“”lﬁﬁfqllmfm =2
s llorizon =3 . oL = 3

« RPN =48

= RPN=1t3)
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A parttolio of indireet goods and seryvices related to various department activities and
the activites of operation department are prepared an (he basis ol supply market

complexity versus annual spend prescnted m Appemdis B, Fand B, 2.

Portfolio Analysis implications

Bottleneck Strategiz

Business ehjective: Business objeclives:

»  Remove risk = Manage vulnerability

s Avoid disruption s Preferred sources
Purchase actions: Purchase actions:

s Relax specitications »  Relationship

+  Develon sllerpatises develoment |
Mon-crilical Leverage

Business objectives: Busimess obpectives,

»  Remove complexity +  Use competition

= [teduced resource = Dinive for savings
Purchusing aclions: Purelase actions,

s Simplify, standardise e Actively play the market
v Agercoate, deleeae s« 3¢ tnugh

g 7.6: Porttolio analysis implicalion

5. Supplicr Anajysis & briefing
» Lhsig the need analysis Lo eslablish the basic criteria supplicrs are targeted for

il quah Neation

» A Reyuest Tor intormation (RIFD is sent out 1o a poenbial group of supplicrs

ten enitial guahitication

e The headings on the matris and the delnnion of “Tomorroa s ™ are shared in
the RF[ o give the supplier a clear understanding of the decision ¢ritera

e CGienerally these are incumbent supphers and new platiers in the marker the
could drive competition and deliver o fresh perspective in marker pricing and

service levels ore considered
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A Supplicr Analvsiy Framework

initial needs
analysis
- . . . .
- Cuality Manufictir Triferrmittive Muanaeenme
Ferodeleels Elesibie maswlic g E-Trsle maation enalied. I Mermomstrable
oo Tolal Quahity nanliny I3an conding. willigness iy wark with
o Samnmliers hlzunagenmem Syt ooy Lpahle DIpuen e ihs cuslonues
Capalle Process g leck”
—»
. . I o Fich imited Cevapalbidiny el e caliwg
loday's - A - -
. - 108 b, drrtities R il I e s, Minaieh betvepn Ingent
“nnnjipy Acteptable gualing level hS [ el aeetk e 3y
—
1 ] Mo b plotfem®
. Consistent e b mect Infledhle Dinected chonnels Mo vustemee cullue
YL‘,EICrdﬂ}' & spectidlions Lans3stent dmlinre 1 e Tvae o o Mur desire lor change
SLI]}T}HUI'H Il o regquin erments
State uul pedictable
Clumee resisla
—»

Biw. 77 Supplisr analyses frameseark for indimrect materials in BATB
Each cell necds Lo contain inlormalion e

- Deliverables or cutpats

- I'rocesses used
Ouantiication or altnibule assessment s cifical Lo success.

Service level agreements and Key Performance Indicators (KP1s) should be driven by

the "Tomorrow’s Supplicr deliverables,
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The Need for Supplier Munagement

F 3
Fositive Spectators Players
Adtilusde
Walkiny NITTS
Dead
Megative
Pow Encriy Hizh

Fig. 7.8, Supplier Management Pronciples

The above figure shows the aced Tor supplicr metagement based on the category of
supplicr. BA LB &~ intention io achieve plaver catepory who are energetic with highly
positive wilitude. BATD also inwicsled o develop those suppliers havig high

pasitive attitude. '

O supplicr Seleclion

= This step involves malching the needs analysis information BATE with the
niormation provide by the (pre-¢ualihcd) suppliers

* The core activity in Lhis slep s the analysiz of the suppliers who are rated
against the businesy this step vfien involves key stakeholders

o Formal process of this Lvpe is very helpful when tving 10 compete against
personil prefercnces and subjective views but the key is to use abjective und
ut possible eriteria which can be incasured and vsed when comparing,

» ‘[his is even more powerful if key stakeholders have been involved in' Lhe

setting of the Tomorrow™s  erteria headings and  the  definition of

periormanas reguired

FoInternal Approval: Indirect precureinent eam acls as an agent lor the rest of the

business and required Lo deliver arrangements with suppliers that meet BATB needs
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. Final Negotiation, Agreement & [mplementation
- This may be an iterative process with step 7. as negotiations continue 1o
meet internal requirements
- Contractual 1equirements should be agreed prior o giving the supplier a
commitment

- Agreement 1o BATRE terms and condition may be sousht al supplier

briefing staee

- Keeping a credible alicrative wupplier as a bargaining lever may be

appropriale

Once a supplicr is selected the infonmatiom related o the indirect procuiement |5
stored and transmitted through one module of BATB & ERE software, SAP. The

name of the module is Supply Relationship Management (SRM}. Then the process

gy on as tollowing mannér:

The reguestor will nolily the creators [SRM operstors) in their department who will

deliver their request direcily into SIAM

A natification of requisition awaiting approval will be automatically forwarded to the
appropriate supervisor. Using a link back to SR, the requisition is approved by the
supervisor.

}

Chnee approved a purchase order is either automatically created or manually created by
procurament into a purchase oiderin SEM,

|

Ihe purchase order i3 (o be printed and hand delivered Lo the appropriate supplicr.
Fuxing and e-mail will be option for near future,

¥

The suppher will deliver the goods or provide the soods o BATTL.

b

I'he gonds are then entered directly mio SRM ar designated locahons.

Fig. 7.9: Procurement process of indirect materials in BATB
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7.6.2 Projects of lidireet Procurement

There are two peajects related with the indirect Piocurement procusses, these are

described in brief as below;

1y Project 1818
Dachkground of Project 1515

The new procurcment environment at BAT Australie commenced in January
2002.The procure-to-pay process for all the expenditures was decentralised with
stockholders raising and mangers approving. requisition with stakeholders raising and
managers approving reguisition en-line in SAP To centralise the process. AT needs
weh hased software named SRM Gupply relationship Management) which is a suit

pracureineni lools from SA P,

Project 1818 was formed in July 2002 Tollowing an Aspic GM conference in April
20012 whoere the leaming from Australio were shared

Mow, wo will discuss the part of 1515,

(a) eople
(13} Process

(&) System

Meople: Human resource is the most important factor for project ISES CThey has some
kit and experience for giving advantages o the company, VYhey have abihity o give
savings and advanlages to he company through negotiating with suppliers, evaluating

the suppliers and analysing price and quality.

Process: 1515 maoject 15 an integrated process, At first, if any departiment reyuires any
products. a nominated person of 1hal department informed the procurement 1eam
about their reqtirements. Then mocwmement team ey to find oul suilable suppliers
through the supplier’s product description like price, colour, previous performance,

technical suppaort, aller sales service ete,
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System: T'o complere (he procurement process in correct and professional approach
with minimom tune and minimum cost. procurement team follow an on-line based

soflware system named SRM ALl the process [fom requisition to product delivery 1s

coampleied throvugh SEM svstem,

2) Project of SR¥ (Supply Relationship Management)

Objectives: There are lots of reasons behind introducing Supply Relationship
Manpeement, these are given below
I Yendor Rabonalization
20 Centralization: There 15 an inwgration process JSo: il is easy to maintain o
[rOCess
3. Wrong Payment: There are lisied suppliers on the mocess of Supply
Relationship Management. So i is difficult to pay wrong suppliers.
4. Lmphasize on job Previously, il an department required any products,
departiment would give time for puichasing that products. Bui now department
Just inform the procurement teani for their reguired products. That's why Lhey
can give more times on their own job,
Proftessional Approach: Deliver a proftssional approach to procurcment of
Indirect.
6. Refocus: Refocus Procurement toward decision making and value adding
activitcs,
T Improve Ouality: Improve the quality ol serviges to the business.
& Lnhancing conirul. Enhancing control lor all the business spends and

converting this into mcaninglul data throogh management reporting,

Ihree types of catalogue are developed lor varicties of indirect items. these arc:
Green: Procurement has negotiated with the supplicrs and for the particular product
eatalogae has lixed the items available, through supplicrs and prices. Stationary 15 3
good example of Green Catalogue.

Amber: tsed where Procurement have selected a prefermed suppliers for a product
category but have not fixed the ilems available or pricing _Amber categories are used
where procurement have nod yel negotiated @ preen catalogue with the supplicrs or
where nature of the services oftered might be inappropriate o lum inlo oreen.

Rueal: Used where no preferred supplicr ananzement
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7.6.3 BATB Supplicr Selection Procedure lor [ndirect 1tem
7.6.3.1 Procedure of approved supplicr determinuation

To discuss the preterred supplier procedure, we should know the how important it is
to select preferred suppliers. 1t°s mamn vbjective is to purchase indirect materials o
maximize sustainable benefits from all area of business activities Bt also trics to save
money, minimize cost and helps the cmployees woran the company smoathly through
timely supply the indirect materials with competinive price. The policies of enlisted

suppliers are:

o BATE unlist suppliers in then SRR by observing their physical set up.
financial strength. commitment of top anagement, eagerness ete.
o Procurement teams also ry o lind out any other good suppliers whose

performance s goad but not enhsted LT found Lhey are encourased to bid Lor

enlistment
o The leam evaluate the Listed wnd non listed supplier throush previous track
record, performance of company. history, and select short-listed or approved

suppliers.

1.0.3.2 BA LB 'rocedure of preferred supplier determination

Alter selecting the approved supplier or short-listed supplices, procurement team then
find vul preferred suppliers. Accurding Lo the needs and specification procurement

team sometimes select one or mare supplicrs,

The procedure is as below:

o Procurement teams visit the approved supplicrs along with  concerned
slakeholders.

o Lwaluate ther performance, procurenent leam sclecl preferred  supplicrs
through after quality ol sales service, capabilitics tte,

l'abte 7.6 shows the cvaluation eriteria and markimy matrix.
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Table 7 6. Supplier evaluation eriteria and marking matris

51 IFvaluation Criteria Facellant Very Good Poar
NO Good
| Level of Physical
Lstablishment, machinerics.
cuipment. space. skill
2 Fimely  deliver track  recond,
judgment previous casce
i Adler sales services
4 Capacity of handle large volume
2 Expenence within Industry
f Any international certificate
7 Financial capabilicy of suppliers
! Range of product
0 Price compelitivencss
[0 Timely response
I Professionalism

LExcellent: Point 4
Very Good: Poinl 3
Good: Poim 2
Tanr Pongt
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Chapter-8 Difficultics of Supply Chain Management

K1 1¥ifficeliics of Supply Chain at RATR
In Bangladesh, implementation of supply chain management is notan easy way and
GATD fucing difficulties in pecforming the supply chain activities. The problems
can he presented in three ways such as:

A, BATB Internal difficultics

B. BATB Global ivsues

2. 1ixternal issues
AL BATI internal issues

I Fragmented leafl planning ‘This affects BATB supply chain systems adversely,
L.eals are developed as prized 1obaceo based on the erade of different brands and
stored in gifferent places around the country . Leaf blenders are strongly involved to
maintain tobacco grade according 1o brand specifications and stored on the basis of
tehaceo grade, Since the chemistry ol the tobacco and ultimate product
characteristics arc changed due to erop vear and 1obacco maturiry level, the
manufacturing ol a certain grade of tobacco is allceted adversely. Also leaf
charagieristes are varied Bom countey 1o country, and season to season. So,
sometimes leal of one grade i reguited 1o reptace with other erade to achieve
acecplable grade of robacco. [n this vase. lobaceo samples are analyzed and found
aut a compensation plan of leafs. This compensation plan of leafs affeets whole

supply ehain planng processes.

2 Lack of complete visibility of eyele plan & new product develapiment

aetivities

Introducing of new product, there i a high risk and uncertainty, since there is no
Instorical data of that particular product o lenecast market demand. Major
uncertainties arise with respect to foreeast accuracy. materials requirement planning,
production planning. working capital management, raw materials and finished good

inventory manageiment cle.
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i. Local Sourcine

[Local suppliers are using poor wehnology in therr manulacturing process and unable
to supply materials and appropriate seryices on time. It is also difficult w develop
lacal supplier due to wnavaitability of raw materials, advanced communication
systems. expert of technologist ete. This 13 one of the major problems in establishing

supply chain management.

4. Competition in lower scament & possible entry into md ¢ premium segment

i

Nransparcney & visihility of activities & dato

B. BATD Global issues
Global stratcgy sometimes restricts local apportunily
C. External issucs

I, Restriction on vehicle movements in citics, Trucks are not allowed to move
in the day across the ily, 10s makes a problem to get right marerials in right
time to the manufacturing loor, 1L also alMects adversely in the procurement
planning. logistic planning and distribution pltanning.

2. Inconsistent Political Sitvation Leading 1o Hartal/Strike

Political erisis is one of the major obstacles of materials procurement planning that
ultimately results of long lead time Tt further afleets on operations planning,
distribution, logistic planning processces and the ultimale conseguence is customer
dissulisMaction.

3o I st Security of Cioeds

Goods are not sccured during lranspertation due (o poor govl. security.

4, Curreney deviation

Continnous inlalion in Bangladesh results mslability of product price. Because

sovt rules and regulation, customs rules are Geguently changed due o curreney
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duviation It aflects intotal planning processes of supply chain as well as efticiency

of supply chain.

Following 1ssucs are also adversely allects m BATS supply chain perlormances
such as:
- Lack ol visibility of firm forwand customer orders £3 1o 7 davs)
- Frequent change of finn orders
- Lack of tmely information o new product mtroduction results in high hidden
cosl ond instabifity thraughoul suppls chan
- Understanding and applicanon of total supply chain cost

- Finished stock availability as per inventory policy

4.2 Risk Management in over all supply chain implementation

The assessment and management ol risks lurms o lfundamental part of the primary
sk ol supply chain management.
i'he risks associated with individual matenials or group of materials, single suppher

or entire supply base, individual process or transactions.,

8.3 MitTiculties of Communication

in the developing countries ke Bangludesh, accomplishment of supply chain
mocesses is difficult due to poor communication systems. In case ol any lowgistic
problem such as order shipment, wrong podorma invoice feom supplicr end,
sometimes emergeitey communicition iy required to rectify theses problems
Adso cross enterprise collaboralion is not possible due W poor communication

systems which is the topmost level of supply chain management.

&4 Global Trends

Population growth, poverly amd related 1ssues, global warming and ozon depletion.
resonree depletion fwater, soil, fossl, Tuel, Bo-diversity), solid waste, 1onig wasie
and hoazardous waste, environment degradation (air, water, land poilution) ete,

[Lis not enough (o have the cheapest or mere reasonably priced, most widely
available, nor even the most stylish or durable product— but that it is equally

inpertant to produce 2 product in most elTicienl manner possible, that 15
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mare quahty gonds and services with loss costs, less wastes, Jess material resources

and less negative impaet (o humans and the eovironment,

8.5 Sustainable Development in Supply Chain Management

sustatnability encempasses thiee major lionts... eonomic sustinabilicy.

sociil sustamalility amd environmental sustimability. All these are closely knit
fo form e web ol sustainable development and supply chain management must
meet that demand of those sustainabilive with sell<coordinated approaches

m defining and realizing the zoals

Technology. the environment, and economiv growih. and 10 investipate the
chabenges ivolved in over all supply chain management that miee

the abjectives of sustainable development

5.6 Risks of International Sourcing

International sourcing requires adilitional efforts when compared with domestic
Soucing One of the complesitios o biving goods and services of foreien origin is
the wide variability among (he producing countrics in characteristics such as quality,
service and dependability.

Thu risks involved in ¢ost. quality services, schedule (long lcad tme of delivery
logisties). capability sucl as product, process, linancial. management. contamination
such as packing quality, contamer goality cte. contingency plan that 15 plans in case
al'earth quake. tlood, strike, road accident. any kind of catastrophic event, shipping
linc, Shipping agreement. custom clearance, violation and fuctuation ol govt. rules
and regulations, additional inventorics. wrong pro-forma invoice, safety stock

management, frequent change ol insentory policy cte,

8.7 Product and Technology Lifecy cle

since Bangladesh s one of a develaping countrs, so it eannot adopt unproved hi-
tcchnology duc 1o shortage ol expert imanpower i the Teld of 1T and engineering.
As products po througsh their life eyele, the demand characteristics and the needs of
the customcer segments change Supply characteristics also change as the product and

production technology matare High-tech praducts are particularty prone to these life
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cycle swings over a very compiessed time <pan, A product goes through life cvele

phases fram Lhe introdostory, phases. when only the igading edse of customers is

interested in it and supply is uncertain. all the way to the point at which the product
becomes a commadity, the man ket saturated and the supply is predictable.

Prublems will arise due to change the lile cyele of product or technalomy

- demand 15 very uncertain and sipply ey be unpredictabla
- margms are olten high and time s crucinl 1o gaining sales
- product availabiiity 15 crucial o capturmg the market

- eostis olten of secondary consideration
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Clapter-19 Conclaxvions and Recommendationy

0.1 Conclusions

The study of "supply chain® in BATI aimed at understanding the supply cham system and
its components After observing BATI supply chain systems, processes and procedures, it
was found that BATBs standing is at stage-3 of supply chain maturity model but not fulls
eslablished at this Tevel, To become matired at siage-3 BATE needs o develop suppliers
i such a mananecr so that a clear visibility ol BA T Bs deliverables and information must
enist e the suppliers supplicrs hroueh advanced communication systems and vice versa,
Few suppliers were recently developed in this munner like Arbab Polypack who is the
supplier of wrapping materials lor BATR™ cigarente manufacturing. The svstem is vet to

b developed lor ather suppliers also.

In case of forceasting, it was found that forecasting is afways wrong but it should always
e Kept in nlﬂnd (hat the measurement of torecast error gives a direction of product Tuture
demand which acts as input of fuether plannmg, BATB lorecasting process is tvpically
sensenal and updated in each month ool Toeeast prepared fon next three nionties. I realiny
it requires a lot ab input from markeling depaniment, other regional managers, analysis of
hstarical sales daw. consideration wl ditferent occasions and linally the experience and
intellectuality of demand manager. Forceasting accuracy is one of the factors o evaluate
the performance o BATE supply chain. 1t is the bridec of BATB markeling department
and procurement department. 1t also connects all the activities and planning of all the
functional departiments under the supply chain.

BATE forecast crror of {ow mands tound atter comparing {orecast and actual sales 1s

showwrt in the table 9.1, Forecas! Accuracy of Few Brand at BATH (% ¢rror)

rand RLanse ol % error . Averape % ol crror
A g = 8% 1o+ 21% J8.83
t3 From - 6% o + 34% t0.33
C From 3% 10+ 48% 24

I he prime causes of higher % of error are price change. any promotional activitics, occasional
impacts (Cid, Puia, Romadan, |- lood, easthquake. ete ) ete, for brand A and C as shown in the
above table, [n casc vl brand B, the % of ciror is lower and demand was found gradualiy
mereasing which is unusual as commented by demand manager and it is detficulbt o lorecast

for such type of wnusual demand,



Procurement of BATR divided into seclions on the basis of materials category. one scetion
is Invelved for procuring direct materials (related o cigarette manufacturing) and other
onc is For indirect {related w the goods and services other than raw materials For cigaretie
manufacturing). These two Lypes of procuring syslems aie the outcome o BAT global
supply chain management.
In the past BATR used o source the wiapping materials irom abroad, Now it is the
success of BATE supply chain management that they have been able to develop a local
supplicr 1'4:rrlsu]:l|:|lyi|1g that materials, So vendo development and supplier refationship
management plays an important role on the performance of supply chain management. In
addition, BA'TD leaf procurement is a critical process because leaf s frequently replaced
during blending to develop an acceplable arade of whacco, This process of leal’
replacement is required to keep quality of ultimate product {cinarette stick) within
acceptable range. So leat planning i< frapmented and created an uncertainty of leal
inventory managcment,
Since global procorement team handles mast af the major direct materials required for
cigareite manutacturer, so procuiement of pulirest goods and services is o new challenge
in BAT supply cham management, The portlolio concept of indircet zoods and services
may enable to find a scope of reducing over all supply chain management cost.
Observing the process of procuring indireet materials in the new enyironment ang
Compare pasl Ak present procliement sysiem, we can say that

= onew systen i mode user Uricndly and Mlexible,

* nointerrupion o get frequently nsed products

* products are categarised in Lhree different caterories viz. areen, amber und red

indicating the speed at which a product can be procured.

Peclormance of supply chain is very impostant with respect of inventory management,
sales and operations planning and market forecast. BA T supply chain always focuscs on

the working capiial management thiough aptimizing the inventory and total procurement

sl

There are three basic steps (o aclieve supply chain goal:

I Understunding the customer and supply ehain uncertainly in terms of quantity uf
product. response time. variety of product necded. the service level required, price of
the product ete.

2. Understanding the supply chain capabiitics such as:
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respond (o wide ranges of quantitics demanded
- mwet short lead times

- handle a large variety of products

- meetavery high service level

- handle supply uncertingy

)

Responsivencss ol Supply Chan

BATE 15 srongly conscious gbout 1heir supply chain responsiveness agamst their
planning. 1f a mismatch exisis between what the supply chain does particularly well and
the destred customer needs, the company will either need to restructure the supply chamn to

suppert the compelitive strategy.

2.2 Recoemmendations

MATE supply chain managemunt presently working at slage-3 of supply chain maturity
madel and itis vet o be established. 1here is g sCope L study the supply chain maturity
madei in depth and assess the current position of BATB in the supply chain maturity grid,
Itcan be analyzed the gaps tw lift up the current position in the supply chain maturty erid |
and develop an appropriate guide line of what input is required or what further activities

are required to establish RATR at stage-3 and move toward stage-4 of supply chain

WALty erid,

PDemand management is onc of the ey factors ot supply chain management and plavs a

vital role agamst the overall success ol supply chain management Since lorecast acCuracy

win found with higher pureent ol error ol tew brands in 2004 demanid, so there is g SCOPE

1o study the present forecasting teehmgue o BTATE and can be developed a new lechnigue

that could be the direction of demand management etliciently and smoathly,

Since [ragmented ieaf planning creates dif leulties of leaf procurement pracess and

logistic planning, there could be the scope 1o sludy the leaf procurement processes and

develop a puideline to rectity Lhe present process of leat procurement, so that other

functional departments wader the supply chain can work smoothiy and itimately enhance

the supply chain efficicney with tespect to working capital manageiment

BATI has no electronie databasy network with s suppliers. But for better performance it

should have established i1y far ago fike other well reputed oreanizations 1t should

establish it so that the suppliers aet all inJormanen reparding supply and also make

prediction ahout tuture,
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Indirect procurernent PIOCLSS 18 a new concept of procurement functions that can
contribule the overall suceess al =<upply chain management. So the stedy of indireet
Procurement with details analyvsis ol portfilio of mdireet goods and services cun Biven

direction to turther success Gl BATH supply chain Management.
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APPENDIX - A

Al XXXX - Service Level Agreement for YYYY

This ugieement vuthines the roles and oblipations of XXXX and YYYY g5 1
managemnent approach will be baved on KANITTAN based delivery by ¥y
ther pohicics. capublilies and el muance bes of 1

atuable business partner. 1he jmenton
Y The purties agree w0 work wwards delivering
Yuirements specified io Lhis apreement,

SLA Hem Points of Agreement (Requirements | Performates Level Ownership
and Characteristics) Requirements and KPIs | (organisatio”
o and skills
required)
Forecast for | XXXX is responsible for providing) XXXX will provide daily] XXXX
Material daily munutacturing  plan  for  the manufacturing plan al the| Malerials
Requirciment | corrent month materiale supply as | begiming of every  woeek| Planner
5 the datly requircment at feast vnee m al and will update if there i
week., XXXX s alvo respunsible 1o any change in Lthe plan
provide  [8  months  forecast  for
supphicr's materials planning
MRP output will be based
Forceasts ehanges will be constrained, on 18 months rolling
by lead time of YYYY — any forecasts| forecast  with first  two
submitted during the froren period| months daily, mest  two
will be not he included in Supply Plan| months weekly and rest 14
until afler  the drozen pariod (6] months ol manthly
working days) requirement,
Mailure 0 provide timely
if the forecasie ave not supplicd by | forecasts is an exception to
the specificd time, defonlt be reported
Jorecasts fran the provions week
will he wveed
Metrics tor | Key metries will be tracked 1o eosure | l-orocast accuracy = 90% Muteriat
Forecast adherence 1o permissible fwecast requirements
accuracy inaceuracy: Forecasts -
- Forecast variance = (lorecasti b9 9.4
MRP Material Requirements — Maturial
actual usayedf actual usase Planner who
— This measure will be used (6 ensure will track the
accuracy is at least 90% Forceast
— Forecast quantities will always he accuracy, ete.
cntered in standard measure Enceptions
— MRP Stability will be
reported in
the inonthly
KPPl repari
Dty Ensure on-time delivery o materaly [ Delivery performance| XXXX — o
Muaterisl apainst the daily request trom XAXX | 10 be maintained alf time & | ensure daily
Deliver at as to the plan Cvery time miterials
XXX sie request &
¥YrYyy —to
! CITsure on-

time delivery
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SLA Ttem

Points of Agreement (Requirements
and Characteristics)

Performance Level
Requirements and KPls

Ownership

(organisatio
n and skills
required) |

taterial
stoch o
YYYY s
sile

YYYY will ensure an averape of 45
days raw materials and 7 davy Mnished
goonds inventory at all times,

YYYY will also provide their
WYCIOry status o XXX X as o the
1eqLest

YYYY will provide a
monthly inventory
slatement to XX XX |atest
by 2nd working day ofeach
month, O TIF should be
maintained higher than 99%
- Nou stock-out policy is
icceptable. At least more
than one alternate stock to
be readily available at
YYYY' s warchouse

YYYY
Execcutive
Drrector 1o
nsure

Purchase
order and
payment

S¥SICm

Purchase order covering one month's
reguirement will be placed to YYY Y.
YYYY will deliver as per daily
requirement, This Daily requinements
will be communicated Iy XX XX
wirchouse supervisor

Bill will be submitted in duplicate by
YYYY along with goods receipt
challan and VAT challan to BATDB
finance department for necessary hill
payment within 7 days of goods
delivery

XXXX s responsible o
eencraling purchase order
and hund overto YYYY

Paymient will be on normal
terms — 9 davs for bill
Processing time

Discounted rate (for
I'1days) is also available ior
immediate payment

YYYY
Finance and
XxMX
Finance
finvoice and
payment) is
responsible
for invoicing
and payment
as to the
agreed Price

Materials
rejection
handling

Faulty materials will be rejected and
kepl XX XX s warshousc in
quarantined arca. YYYY will lake
back the rejected materials next day
and will destroy the materials, YY Y'Y
will replace the toml rejected quantity
immediately. Discontmualion ot
production due ko Fauley materials is
not acceplable by XX XX

YYYY will give a monthly
12palt for destruction of
1gjected materials 1o XX XX

YYYY
Eaeculive
Mircetor!
AKX
material
Planner

Lead Times

For existing matgnals, ¥¥YYY will
deliver on a daily basis as per
KANBAN request from XXXX
warchouse

For a new material to be developed
and delivered. 120 days will by
requiired from the date of commitiment
o the date of delivery, T'his periesd
includes sourcing of hase materials,
inks, printing cylinders, cmboss
cylmders, cutting and ereasing tools
and trial run, However for any
BMErgency in gelting o now joh done,
to meet the deadline, X XXX &

Existing materials 1o be
delivered av per requirement

Mew materiat delivery time
will depend on the
complexity of desipn and
involvement of 13G, UK

YYYY
Lxccutive
Dirccior,

b 804
product and
brand
development
Leam,
procurement
function
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SLA Item

Points of Agr-ccnient (Requiremoents
‘and” Characteristics)

Performance Level
Requirements and KPIs

. Ownership

(organisatio
n and skills '
required) |

YYYY will work closely 1o increasc
velocity in arranging evervthing
within the deadline wherever &
whenever it 15 possible

Supply Man

YYYY Supply Planner witl send a
monthly stock position to XXX X
showing finished goods and raw
matertal stock

XXX malerial planner (o review
YYYY report and chech fir aceuracy
against material requirenients

YYYY to send monthly
stock report latest by 2nd
day of each month

YYYY
Supply
Planner, and
EXNK
hMalerials
Planner

materiabs
et y
avatability

YYYY will have alternate praduction
latalway s readily available

YYYY {0 mention alternate
loats in the stock statement
submitted monthly

Y¥YY
LEaecutive
Dircclor and
XuxXX
Matcrial
Plitnner

Warehousin
g and OA
procedures

YYYY will inspect all finished goods
betore detivering o XXXX T'he
materials will pass throueh XXX g
1M ¢hecks hefore accepuny the
200,

AXXN will perform regulan and
randoim QA checks til YYYY is
BEST certitied

QA rejects < 2% of ttal
volimes detivered. No of
quality taults will be
recorded in quality
performance databuse by
KAXX Q5 which will he
discussed in the monthiy
supplier meeting,

YYYY QA
Dept and
XXXN QA
1Jept and
Procureinent

resitt in changes to the production
schedule,

There wilt be no fixed lead time for
rush orders. YYYY will make every
eflort o accommadate the order and
manutacture and deliver it “as soon as

is possible” (subject ro material

L1

Spat Order | A spot order is an unplanned order MNia XXX
Pracessimy | that has not been fmecasted, YYYY Materials
will endeavour 1o source materials, Plannur
schedule production and deliver the
spod order un a best ¢lTorts basis, NEMK
There will be no ixed lead time 1or Materls
spot orders.  The delivery date will be Planncr and
mutually agreed between ¥YYYY and YYYY
XXXX {subject to material Cxecutive
availability and shipment schedule). Chrector,
spot orders should only be on an
exception)
Rush Order | A rush order is a planned order tha WA XXXKX
Frocessing | needs 1o be expedited  I'his may Muterials

[Planner and
YYYY
Excourive
[reetor.




SLA Ttem

Points of Agreement (Requirements | Performance Level Ownership
and Characteristics) Reqnirements and KPIs {organisatio
. n and skills
1 4 reguired)
availability and shipment schedule).
REush orders should only be on an
gxcephion basis
Cancelled Ihe order is cancelled alicr it was NAA KXXX
Orders produced but before shipment. In this Materinls
cose, YYYY will dhiscuss and agree Planner
with XXXX on storage for the goads,
XXX wonnld e responsible for any
charges incurered,
Product Specification changes may require All specilication changes KXXKX
specilication| YYYY 1o procure some aniguc must be discussed in the haterials
5 Changes materials w0 soatisly XXX monthly meetings at least 4 | Planner and
requircments. Onge agreed upom months belore planngd YYYY
contmitment. these materials arc the | change date. Adherence to Stpply
responsibility of XXXX notice period of 4 months | Planner /
Lead time and any specific addittonal | for specification change Exccutive
operating reguirements for these new Liractor
versions of existing products will be
agreed between Y'Y Y'Y and X XXX
New Product| Quantities of unwue matenials fram Al new product HEXK

Introduction
5

YYYY required lor new product
introductions will be agreed between
TYYY and XX XX, Aficr agreed
upen, fhese materials are the
responsibility of XXXX. Lead time
and any specilic additional opurating
requitements for these new producis
will be agreed between ¥ YYY and
AXXX

introductions reflected in
MRP reports at Jeast 4
months hefore planned
introduction date.
Adherence o notice period
of 4 momhs lor new product
introduction

tlaterials
Planner, and
¥YYY
Supply
Clanner!
Excoutive
Director

Discontinuin
a Brands /
SK s
(XXAX)

XXX} may decide to discontinu
particular products, YYYY Supply
Chain requires discontinued brands 1o
he reflected in the stock report andd
discussed in the monthiy meeting ut
teast 100days before planncd
discontinuation date

All discontinued brangs
rellected in MRP Neg
Requiremuent reports at least
100days before planncd
introduction date.
Adherence to notice period
ot 3 months for new product
introduction.

HHXX
blalerials
Flanner, and
YYYY
Executive
Diyector
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APPENDIX —

|}

.1 A Portfelio of Indirect Materials
l A Portfolio of Indirect Materials BASIS
, Annual Mlurket Group
N . . Spend | Complexities
I'1i ey [hottlemeek,
i o ST T . e} I i Lewert agee
|- B o N - Fhi Hi Slrotea
1.0 l.o M 4 pileal
S1 |Category|  Deapriment Activitics Annual Market Croup
Mo - spendd complexiis
L A Tirand Brand Marketing i I Strutegic
(nor-ascncy) .

2 B ].eaf Reapirs & Maintcnance Hi Lo Boltleneck
3 B IT Reapirs & Maintenance Lo Lo
4 R {Operations Reapirs & Maintenance Hi Hi PArESRIL
3 C Trade Trade Marketing, i I1i Mratcgic
f D Operations DYisiribution Services Lo Lo Hlon L riteal
7 L} supply Chain Distrilmition Services L L Hon Leal
8 [ Human Resouree Training Lo i e Ul
G 1 Operations Training .o Lo Non Cesteal
1) z Trade Training Lo Lo Nem Crile.od
fl 3 Huntat Resowrce Computer Software Lo Lo Non Cniteal
|2 I IT Computer Soliware Lo .o Mun Criteal
13 F Operations Computer Soliwiare Lo Lo Mot € rtal
14 f Trade Computer Soltware Lo Lo Nen Crueal
15 G Human Resource Sveurity Lo Lo Nuon Crileal
16 G Operations Security Lo Lo Nun Critel
|7 0 Supply Chain Security Lo Lo Nuo Crital
is I Leal Rent Lo Lo Non Crilead
19 [ CIperations Runt Lis I o Mo Criteal
20 I Human Resource Ciulering Lo Lo Mon Criteal
20 1 Operations Catering Lo Lo Nan € nilead
22 I ~ Finance Motor Vehicle .o Lo Nui Crileal
23 I Leal Motor Vehicle Lo Lo Nou Uniteal
24 L IT wlotor Velicle Lo Lo Non Chiteal
25 L. Operations Moo Vehicle Lo 1o Non Criseal
26 L Trade Motor Vehicle Lo 1.0 Nuwn Crital
27 M idrand Marketing Aveney Hi 1i Siralegic
28 N Human Resource|  Community Services | o Lo Nun Cotead
29 N Leal Community Services Lo Lo Non Cnleal
30 N 1T Community Services Lo [ hon Critcal
31 ™ CORA Community Services l.o Lu Mo Uritcal
32 O Human Resource IFuel o Lo Mon Cateat
33 O 1eat it Lo Lo Wun € mteal
34 0 T rade uck Lo Lo Mo Uit
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33 P Leal Corporate Relations Lo Lo Poons Urinal
36 P CORA Carporate Relations Lo (.o Mo Coteak
37 } Leal Temporary Lubour Lo Lo Paer Uil
38 R T Computer Hordwars 1.0 EHi Licripe
34 T Operations Software Lo o Newn Lrileal
B.2 A Portfolio of Indirect Malerials
Operations and Supply Chain Department
' ' A Partfolio of Indirect Materials BAKIS
Operations and Supply Chain Deparemeni Annual Market Group
l_ . . Spend Compexrities
: Hi Lo Bollenecl
H -7 - ) T Lo Hi [ evermpe
:" T —_ o T H: Hi RILAITGETS
: T T T Lo L M Crkenl
5[ Now Category Deseription Annual Market Ciroup
Spend complexitics
I Travelling Local travelling Lo Lo Hon Lreal
2 Travelling Overseas travelling i Lo Pedtdened
3 Travelling Overseas visitors Lo Lo S L ieal
4 Travelling Home leave I .o Pt lenceh
3 Training Local travelling Lo Lo Non Crieal
f Training {verseas Lo Lo A Uniteal
7 '[raining I'caming center Lo Lo Man Liceal
8 Lraining Seftware Lratning l.o Lo N Criteal
i Vehicle Pool [Lunning ¢apenses. Lo Hi lverage
[} Viehicle Poal | Repairs & maintenance Lo Hi Leverage
Il Vehicle Pool Road taxes & licences Lo Ii Lo crape
12 Vehicle Pool Accrlent repair, Lo L Lieverape
13 Vehicle Pool Irivers witges La Hi Leverage
14 Canteen Meal assistance Lo Lo Mo Crilcal
15 Canteen Allowance Lo lo N Criteal
16 Security Seeurity Hi Hi B
17 security Sceurity appliongu Hi Hi Strateyic
1% Security Fire appliance Hi Hi S atepic
1o Sewuriiy SCCUrty sure Hi Hi SR
20 Seeurily Security intelhpenge i Hi Sralepiv
21 Security Counter investigation Ii [i MriLegIL
22 Security 1.oss investigation 11i Hi Sralepi
23 Securily Warchouse security Hi Hi Srdlegic
24 Security Warehouse fire appliance Hi Hi Mralpic
25 Safety Salely Lo Hi Levurag
26 Safcty Training proaram Lo Lo Nam Criteud
) LNilities Translormer & clectrical Hi Hi Strategic

menerator

|22




28 Ltilities Boiler & steam litings Lo Lo Non Cratual
240 LItihities AR compressar & Lo Lo Nor Crivc]
' VALULEM
30 Utilitics Engineertng workshon Lo Hi | evermpe
Jl Litilitdes Tonls/equipment Lo Hi | cveram:
32 Utiltics Nuts & bolis .o La Mo el
33 Utilitics Bio-iiltration Lo Lo Nun Crleal
A4 Utilitics Centraf DRI Lo i Levirpe
35 LItilidies Salety Lo Hi Peserage
36 Utilities Fuet {oil, mas) Hi l.o Patlbenech
37 Utilities Water Lo Lo Nun Criteal
IR Utilitics Luhricant Lo Hi I userage
39 Vtileties Elcetrical enciys IHi Lo Bonbeneek
[ Retory
41 Uilities Electrical cneray Hi lL.o Butthenech

)

{nenerator)
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