BRITISH AMERICAN TOBACCO
COMPLYING WITH IMPENDING
INTERNATIONAL “TRACK AND TRACE”
LAWS
QUICK FACTS

“We are the first FMCG (fast-moving
consumer goods) company to implement SAP OER, and we decided to
become a SAP Ramp-Up program
customer – giving us direct access to
the SAP development team in Walldorf.”
David Atkins, IT Project Delivery Manager,
British American Tobacco plc

Company
• Name: British American Tobacco plc
• Headquarters: London, United Kingdom
• Industry: Consumer products
• Products and services: Tobacco products
• Employees: Over 60,000
• Web site: www.bat.com
• Implementation partner: Movilitas

Implementation Highlights
• Implementation support provided by Movilitas with auto-ID infrastructure solutions
• Alignment of industry open data standards
for unique product identification coding
and track and trace reporting
• Performance of early testing of data volume
speed throughout project design stage

Challenges and Opportunities
• Develop and execute initial implementation
of British American Tobacco’s Track and
Trace solution in preparation for compliance
with the World Health Organization (WHO)
Framework Convention on Tobacco Control
(FCTC) Protocol on Illicit Trade in Tobacco
Products
• Design a solution to specifications of an
evolving international law
• Build a solution capable of handling large
data volumes on a daily basis

Why SAP
• Opportunity to be the first ramp-up customer in the consumer products industry
for SAP OER
• SAP OER functionality that solves the
challenge of building a track and trace
hierarchy unique to the industry
• Minimal customization to existing SAP
software to deploy global Track and Trace
solution

Objectives
• Prepare for compliance with “track and
trace” provisions of the expected international law
• Enhance supply chain security capabilities
through the development of a track and
trace solution
• Build an enhanced centralized track and
trace reporting capability
SAP® Solution and Services
SAP® object event repository (SAP OER)
used as the central British American Tobacco
Track and Trace reporting tool

SAP Customer Success Story
Consumer Products

Beneﬁts
• Enhancing supply chain security to reduce
opportunities for illicit trade
• Increasing ability to closely monitor flow of
genuine company-produced products within
the supply chain
• Improving readiness to comply with impending international tobacco control laws
for tracking and tracing
• Helping minimize the impact of illicit trade
on the company brand
• Creating a foundation for further future
solution development down to the level of
an individual pack
• Sharing lessons learned from the Track
and Trace implementation with interested
regulatory stakeholders

In business for over a century, British American Tobacco plc is today
the second largest quoted tobacco group by global market share
with its 250 brands sold in more than 180 countries around the globe.
The group’s 50 cigarette factories are spread over 41 countries.
British American Tobacco has an approximate use of 400,000 tons
of leaf every year, 80% of which comes from farmers and suppliers
in emerging markets. For all the stakeholders in this industry, the
threat of illicit tobacco trade is an ever-present and growing concern.

Combating the Growing Threat of
Illicit Tobacco Trade
With 60% to 80% of the price of an
average pack of cigarettes being made
up of excise tax, great incentive exists
for criminals and organized crime to
want to exploit the opportunity of evading it. Around the world, somewhere
between 330 billion and 660 billion cigarettes consumed every year are illicit
– either smuggled, counterfeited, or
tax-evaded in other ways. This represents about 6% to 12% of world tobacco
consumption – losing governments
US$20 to $40 billion in tobacco taxes.
When a product is traded outside its
legitimate channels, governments lose
out on their tax revenue, consumers
receive unregulated products, retailers
lose out on business, and the legitimate
manufacturer’s investment in brands,
jobs, and distribution networks is undermined. “Even though tobacco manufacturers have existing internal controls
in place,” says Pat Heneghan, British
American Tobacco’s Group Head of
Anti-Illicit Trade, “the growth in illicit
trade has led to increasing regulatory-

driven demand and interest for enhanced
supply chain security capabilities. This
was demonstrated in the World Health
Organization’s (WHO) efforts in leading
negotiations for the first-ever international health treaty known as the
Framework Convention on Tobacco
Control (FCTC), followed by negotiations
for the impending subtreaty.” Once
enacted, the subtreaty, known as the
FCTC Protocol on Illicit Trade in Tobacco
Products, is likely to set standards with
which all governments must comply to
help eliminate illicit trade. One of the
provisions of this treaty is the introduction of a “track and trace” solution to
assist in supply chain security.
The WHO FCTC Protocol on Illicit
Trade in Tobacco Products will create
a powerful international law to help minimize the incidence and impact of illicit
tobacco trade. There are 169 negotiating parties to this protocol with which
all negotiating governments must comply
and, after adoption and ratification, they
will enact domestic legislation with which
manufacturers will be required to comply. The protocol is due for completion
in 2011.

The scope of the WHO FCTC Protocol
includes measures on supply chain security, such as customer identification, as
well as tracking and tracing, licensing
and record keeping, security and preventative measures, and Internet sales.
“British American Tobacco is strongly
supportive of the Anti-Illicit Trade Protocol,” says Pat Heneghan. “We believe
it provides an excellent framework for
supply chain security, international cooperation, and enforcement.”

British American Tobacco’s Track
and Trace Solution
The British American Tobacco Track
and Trace solution works by unique
computer-generated codes (bar codes)
printed onto labels that are applied to
cartons, which normally contain 200
cigarettes, as they pass along a manufacturing line. These bar codes are
scanned as the cartons are packed
into master cases normally containing
10,000 cigarettes, which are also marked
with unique codes and scanned – thereby linking the cartons to the master cases
into which they are packed. The process
continues with master cases being rescanned as they are packed onto pallets
that normally contain 500,000 cigarettes.
Final scanning of the pallet, also marked
with a unique code, links the master
cases to the pallet into which they are
packed. As the supply chain journey
of cartons, master cases, and pallets
labeled with unique track and trace
codes begins, scanning of these product
containers at certain points within the
supply chain allows for their movement
to be uniquely identified and therefore
tracked. Implementing a track and trace
solution capable of capturing a high and

“With our Track and Trace solution, we’re well prepared for compliance
and, at the same time, for safeguarding our brand that we work so hard
to protect.”

David Atkins, IT Project Delivery Manager, British American Tobacco plc

growing volume of data on a daily basis
presented many challenges.
“First and foremost, this was new technology for us,” says David Atkins, British
American Tobacco’s IT Project Delivery
Manager. British American Tobacco
had been a longtime user of the event
management functionality in the SAP®
Advanced Planning & Optimization
(SAP APO) application. However, the
newest SAP solution for tracking and
tracing – SAP object event repository
(SAP OER) – had not yet been implemented in the consumer products industry, and British American Tobacco was
one of the first.
Complicating the technology challenge
was the impending international regulation. “We were working towards a
moving target in preparation for the
international law,” says Atkins. “We
had to develop our Track and Trace
solution before knowing its exact specifications and requirements.” For example, the end users are still loosely
defined, although it is known they will
include registered customs or other
regulatory authorities who wish to
check the origins of seized products.

Ramping Up for Track and Trace
with SAP
While being the first fast-moving consumer goods (FMCG) company to
implement a track and trace solution
using SAP OER had its risks, it also
qualified British American Tobacco to
participate in the SAP Ramp-Up program, which had its own privileges.
These included direct access to the
SAP OER development team in Walldorf,

Germany, and a visit to a SAP reference
customer. “We discovered that another
SAP customer had implemented autoID infrastructure, which is a key component of [SAP] OER technology,” says
Atkins, “and their implementation partner was Movilitas.”
After meeting with Movilitas Consulting
AG and learning about its unique expertise in implementing solutions involving
SAP OER, British American Tobacco
chose Movilitas as its SAP implementation partner. The key reasons for
British American Tobacco to have selected SAP OER began with its requirements for product hierarchy functionality
– that is, recording the link between

of data per site per day. SAP OER
functionality addressed the issue of
managing messages. “Bear in mind,”
says Atkins, “we are getting thousands
of messages from different parts of our
supply chain continuously throughout
the day. We needed a solution that
could cope with sequencing and managing all those messages.”
British American Tobacco addressed
the data volume challenge early on.
“We did the data volume and performance testing in the solution design
stage,” says Atkins, “and we came to
a very clear understanding of what our
starting point should be in terms of infrastructure. We also reached conclusions

“We needed a system and processes that would enable and maintain product
hierarchy within the supply chain, and SAP OER already had a built-in hierarchy
function as part of its standard software.”
David Atkins, IT Project Delivery Manager, British American Tobacco plc

cartons to their master case and master cases to their pallet. “We needed
a system and processes that would
enable and maintain product hierarchy
within the supply chain, and SAP OER
already had a built-in hierarchy function
as part of its standard software,” says
Atkins. “In addition, deployment of
SAP OER required minimal customization to existing SAP software.”
SAP OER also answered the question
of how British American Tobacco could
handle the large volumes of track and
trace data generated each day. Manufacturing data amounted to gigabytes

about how we would scale up that infrastructure.” Those conclusions led to a
live initial implementation of SAP OER
and British American Tobacco’s Track
and Trace solution in their factory in
Poland. There the Track and Trace solution is in operation with high levels of
accuracy for goods manufactured in
the factory for the domestic market and
the UK export market.

www.sap.com /contactsap

“We were working towards a moving
target in preparation for the internaWith a Track and Trace solution enabled tional law. We had to develop our Track
through unique product identification
and Trace solution before knowing its
coding, scanning technology, a central
Track and Trace reporting capability,
exact specifications and requirements.”
Building Barriers Against Illicit
Tobacco Trade

and the ability to build a product package hierarchy, British American Tobacco
is well prepared for compliance with the
specifications of the impending Anti-Illicit
Trade Protocol and the European Union
(EU) Cooperation Agreement. In its
first market, the live system is already
capturing nearly 90 million records a
month.

David Atkins, IT Project Delivery Manager,
British American Tobacco plc

“With our Track and Trace solution,
we’re well prepared for compliance
and, at the same time, for safeguarding
our brand that we work so hard to protect. We are more than happy to share
our experience and demonstrate our
technologies we are using – and further
developing – with interested regulatory
parties,” concludes Atkins.
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