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1 
nay ACE 

This Mia a co-operative project  involving th« Centre for Organisation 
and Development,  P A International Management Conaultanta Ltd» and 
ta« enterprise RMX - Zenica.     This project was  the second phase of 
assistance provided by IINIDO to  improve the management practices of 
the enterprise. 

The sia of the project was to assist the enterprise and the Centre 
ta examine and further develop the accepted programmes identified in 
the first phase of the project.     The broad areas covered were as fol lows t 

- Organisation Structure  and Management  Development 

- Marketing and Planning 

- Finance and Management   Information Systems 

eiperts provided by P A  International Management Consultants Ltd 
their length of time in the  Project Area ware aa foilowst 

J Therhurn Tes» Leader 26 weeks 

A It Mander s on Marketing Specialist 18 weeks 

W M V Adam Information System 26 weeks 
Specialist «««___„ 

Totali 70 weeks 

project was completed on 30 June 197%. 

Per completeness and interest,   two Anneies hare  been written and are 
attached ts this reportt 

A ihort history of  "Workers'   Participation in 
Management"  in Yugoslavia 

A short extract  from a report suaanerising the very 
successful project  in Industrial   Engineering,  carried 
eut concurrently with the project  under review at ÜK- 
Zeniea by P A  International Management Consultants Ltd, 
the Yugoslav Centre  for Organisation and Development 
and  staff from the  enterprise. 

This project was a direct contrast project between 
the  parties concerned, and although it did net  involve 
UNIDO financial  assistance,  it ceuld be said that  it 
vas UNIDO originated.    It also commenced in September 
1972 and is currently continuing. 
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I C—Mitili ât CoMMonceMont »f Project 

Ai the eeamneoaent ef th« second pnase ef tlM project in 
Septeaaer 1972,  tlM eoapeaitlen ef 1M-Z»nie,a, •• • result 
•f Mergers between th« Irati and Steelworks CiMpany at 
Zanies, ana ether eoeapanies,  in 196§,   1%9 and 1970, was 
aa failows i 

•    Iran Or» Mines and Ironwork. Ca—nia a (%) 

Theee four eoawanies are all  lacatad around th« ta«» af 
Zanlfa within a radiât af 50 ta 190 kileawters and are 
•11  engaged  in Mining iran ere« and/er producing »ig 
iron and iron easting*.     Each eoMpany enjoya  substantial 
auteneay  in  the sens«  that  it has  its own General Manager 
and Management heard,  hut operates ander the mies af 
the self-MMnageMcnt agreesjents.     Each eonpany eoMprises 
•ne er Mere basic ecenoMie «nits er   '»refit centres', 
although  it amy sell  all,  or practically all,   its 
productien te the Keawinat. 

iJMestene ttuarry  (l)  renarks a* above 

Metal Product Manufacturers (t>) 

These coMpanie» were,   in effect,   fornerly competitors af 
Zenica which has had a wirenaaking départaient   in ita own 
Main plant   since  the   l'KÎO's.     They purehaue  all   their raw 
Material  requireMents  from Steelworks  Zenica and sell  their 
finished products «ore or  less  independently of Zenica. 

-    Screws and  Bolts Manufacture  (2)    - reMarks as above 

"    Steelworks Zenica 

This  is the parent and  largeat eeaaany  in the group.     It 
eeaaprises Coke-evens,  blast  furnaces,  open-hearth 
furnaces,  rolling nills,  forge and Machine shop.    Main 
producta  froM the rolling Mills are ai Id and aedi «a 
carbon steels in wire,  rod and profile sections.    Currant 
capacity is about 1 Million tons of steel  ingots par aaauam. 
Production velune and products are aa  fel lews i 
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1966 1967 196« 1969 1970 1975 

«kit« pig ir»* wo« 713 706 i»17 743 IMO 

•tv eteal f*» 903 M3 Ì90 1000 2000 

riMl  reliad »redacta 679 711 723 732 776 1641 

Fergiaga 12 9 11 12 11 3* 

Ali*  ••••«èlict 9 9 fi ë <* 9 

Ir«« era 2291 2219 2237 248§ 2300 6200 

Grey pig irMi 103 •2 M) 34 74 242 

Caatinga « 44 44 33 7% 139 

km «ire 43 36 43 33 39 94 

)MÌli 12 11 7 7 11 13 

Se re va »ni kelta 10 7 9 10 10 20 

DM  raawireaenta far  tke  1973 plan  inri «le   tke canatruetian ef tva new 
ceka-even batterica,  tw« new klaat furnace«,  three L D eaavertere, «aek 
af  100 taaa capacity,   plue centirraoua eaating plant end  tve new 
rei lin« ailla.    Thie e«u i pawnt is currently  in tne eearee  ef inatallati« 

Tae eeapaay peliey  ia  elevly neving frea a  pare 1 y quantitative aapeet 
te a aaalitative aapeet.     One af the ekjeetivee ia ne« te keceae a 
ceapatitive ateel naher and a leaser  in  ite  #wn éeawatic  aarket ia 
tenne ef ranga ef predueta,  quality ani  eei írvíce. 

MK'a geegraphieal  peaitien ia excellent  aa  regarda the  leeatiea ef 
all  raw aateriala (eacept eeal) ani daaeatie aarketa,  »at aceeaa te 
evereaea aarketa eewl4 ae aere coatly e »aparea with planta 1 «catee1 

e« tke ceaet.    Ceking caal   ia attained frea  •cetacea' eeaatriea, 
aiata aaae i» availakle  in Yugoslavia. 

iaatiaa 9 trac tare ef tke Keakiait (••* Ckart Ne 1) 

la Sapteaker 1972 the aaaker ef leale Eeawaaie Uaita («paratiag anita 
ar prefit-eeutres hueva ae   OOUMS) aakiag ap tke keakinat,   including 
Steal verka Zeaica, naakered 14.    Tke Genaral Manager ef eack MIA 
repart*d   directly te tke General Di ree ter  ef the Keakinat. 

1 
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Alt« repmr ting directly  te the General   Director were  three 
Mrnttri  (Technical,  Financial è Fennomic),  •  Legat  A« a i slant 
•ni NTH topar tawn tal  Managers - all   1 orated at  the Head Office. 
11MM,  la all,  soma 26 executives  reported directly to  the General 
Urte tar. 

The 14 •••rating unita are in no way »nifora,  iter can they eparate 
In a completely  independent manner.     Sea* furnish raw Materials 
exclusively and sea* aake   finished products using Steelworks Zeniea 
•teel.     There  is a very great disparity  in the  aise and sophistication 
•f the unite.    Fer  the most part,  they could net have estasi i shed 
a profitable fatare  fer  theaselves  if  they had been  left completely 
en their  awn. 

These separate operating units - especially those which were,  until 
the aerger,   independent companies - want to retain  their identity, 
and they  particularly  place great vaia«   in preserving   the 
relationships between  their contribution te the Kombinat  and  their 
personal   incoa» -  thus  the nane   'profit-centres'.     This  is a worth- 
while feature which helps to motivate workers and Managers, 
permitting them to  share  income  in accordance with productivity. 
However,   the fact  that  those operating units do net confíetely control 
their eoeaaercial  activities, and particularly  since  they have no say 
ever their selling prices since  steel   prices are controlled,  profit 
is net the beet criterion on which to measure  the  success ef all 
operating units. 

All epe rating units within the Kombinat  cannot  maintain g limpíete 
technical   staffs  ef adequate quality,  and yet  the best  technical 
capability eiisting within the Kombinat  nu§t be made  readily available 
wherever and whenever  required by  each  operating unit.     This   is 
currently achieved   in  some aeasure by  having a  "staff"   function 
at Kombinat  level,  comprising specialist  Directors and  their pere 
advising  in various  fields, alongside  the "line"  organisation pars 
responsible for the major functions - production, marketing and 
finance. 

1 

Production plans and quotas are based  on past performance anal 
negotiation rather than on true capacity as determined by engineerii 
studies.     As a reault,  plans are relatively easy to achieve ama de 
net represent a uniformly high  level  ef  performance. 

There ia very  little marketing effort at the Kombinat|  greater 
profitability could perhaps be achieves!  by mere effective marmatimi 
Te realiée  this,  however, requires an accurate knowledge ef coata, 
both actual and  standard, which  is not available. 

imt  information and business systems are weak paiats  in the 
organisât i on at  the Kombinat.    Although there  ia a wealth ef data 
available thrsagheat  the organisation  it is not in the form that ia 
meat aeofal te management.    There  is no organi eat i on unit in ima 
Kombinat capable af developing and implementing bueiaeas ayate*» 
•f the amality needed. 
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Ml Ulli«« aaaaaaeaa 5 mi 19 year plant far ita atee1-asking 
aftratiana.    Tfceee plane ara cipreaaai in tame af  tana af ataal, 
typa« af pre4act praéaeei,  type« af  teekaalagy aa*al ani nwat ir 
af eapleyeea - tkay ara nai eipreaeai anywker« in tana af ratarn 
an inveetaent ar prefit. 

Tka aaterpriae ha* eetakliekei na objective« far  itaalf expr«i«ai 
in financial  ar aarketing terna.    Qneatiaft« pat ta Di rae tari ani 
iaalar taeeative« af ina eeapaay earing pereeaal  intervia«*, 
re#erilag earparate aia« ani «»¿activée raceivei tka fai laving 
typical aaevarai 

• ta ievelep Beaaia 

• ta eatiafy tka Nat tan»« ieaani far ataal 

.    ta ianreve tka raanmaratian ef  tka enterpriae*« eaaleyeee 

-    ta previ i« »attar  living eaniitiena  fer «apleyeee, 
•ara fiata, ate ate. 

Tkaae elective«, altkeagk a«—«ninni«, ara taa vaga« ta na af 
•enrice in reealving iiffiealt éaeiaiana within th* enterpriae 
ani ta previie a »naia far tke ievelepaeat af actian-erientee! 
»1« 

C      rtaWIITÎi lïïTIIffrîiM 
UM aarfcet enviranaent in «kick »«-Zen ir a aparataa eantaina a 
aanker af specific  faataraa wkiek tani ta pre-ée tarai ne  tka natara 
aai all af tka anrketing activities aap lay ei ay tka eeeapany, «ai 
••an ta ralagaitc aarketing te a paaitiaa af relatively ainer 
iapertaaca «itkia tka erganiaatian.     Tkeee feetarea raaapriiat 

1      tka âaeeaae af a Caaaetitive Market 

»teal, aai far tka aaat part,   atael praiaete, are in ekert 
aaaply vitkin Yngaalavia.    Deawatie ieanni eaketaatially eaceeie 

etiaa aa ekewn in Ckart Na 2» aa a eeaeeaaenee eeaiieerahle 
ititiaa aaat carrantly a*  iapartei ky aaara. 

lapartatien refaire« tka «a« af acarea f«r«ign earraaey wkiek 
ataal «aaaaaara weali prefer t« raaarve far tka pareka«« af 
etker it «aw nat praaaeci in Ywjealavia.    Acceriiagly, aaat «tie 
ataal pr•**««'•.  •«• •• «W-Zaniea,  fini tkeaeelvee  in a eeller'i 
anrkct witk eaaaaaara aasieaa ta »ay vkatever aaaatitie« af ataal 
eaa ka praaaaai at wkatever tersa ara aekei far. 
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Ceaaetitiea between producers on quality,   service etc 
therefere scarcely secure. 

The i»dustry eptiaisatien plant «f the Un i en ef Yugoslav 
Steel Producers (consisting of HPK-Zeni ea ana the six ether 
stselverhs in Yugoslavia) have had tat effeet af farther 
reducing eeaaetitlen within the i news try.    The llnian has, 
in the natlenal interest, divided the actiTities ef its enWri 
in euch a way aa ta aérait production special i sat leu te secar. 
Thus, MW-Zen i ca special issa in the production ef aili ani 
aedi «a steel  rollings, such as profilas und ears, while ether 
steelverhs specialise in alley steels er  in steel sheet ana 
plate.    This specialiaatien has had a side-effect - the eliainatii 
ef the alternative searces ef supply which easteawrs can ase te 
generate a eeapetitive aarhet. 

1 

The leahinat's need  fer marketing skills ani espertise te as et 
eeapetitive pressares en steel sales  is accordingly liaited,  at 
Isast at the present  tine.     This  s i tasti on esali conceivably 
altar after 1979 when the carrent espansi en plans ef HPK »Zeni ea 
ani ether Tages1ST steelverhs will  resalt  in euffieient plant 
capacity seing available potentially te satisfy the ieaeetie 
aarhet. 

At the present tin»,  ealy sii sf the subsidiary eeapanies ef 
Zeniea (Keeji  Saa.BiaasI , Mrhenjie   Gre«,  Bssansha Orasi ska, 
Pirajaver ana Bssanaki Kestajniea) prsaucing finishes a»tal 
products sach as screws, chains,  nuts ani halts,  stc can be saii 
ts aparate in anything approaching] a eeapetitive aarhet envirea- 
asnt.    These eeapanies aceeant far less than 10* ef the carraat 
etteraal  turnover ef the Group. 

2        The Présenes sf Price Ceatrel 

la their efferts te ceatrel   inflation,  the raierai Esecutive 
Ceaacil ani the Geveraaente ef the Ropahlics have iapesei price 
ceatrel ea virtually every eeaaeiity.    Prices fer steel ani steel 
pradacts, being basic te the eceaaay, are ander rigii ceatrel, 
thae affectively sliai sating the price elaaaat frea the aarhatiag 
aspects ef the hcaainat'e activities. 

)       Lfitatieaa ea the Muaber ef Cast—r. Available 

A« a developing reu*try, Yugoslavia is net yst  fully industrial issi 
aai th« »naher ef patenttal purchasers far the producte ef the 

»inat is liai tei. 

Thie aaaher effectively has been farther reduced by th« recurrent 
liaaidity criées faced by Yugoslav industry.    Through ever- 
iavastaaat in stach, plaat ani parssaasl resaarces, aad inadequate 
caatral ever credit, ana? Yugsslav eaterpriees are faced with a 
liaaidity ehertage which prevéate the« paying far geeda they have 
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Ih« arati«» fa* »äff «»t»rari»»» aa*h a» WEL-Umitm ha» tharafara 
ifcnijif fra« finita« aataatial witiwri »ha »M ataal »ai 
ataal pr*«Mit, U fiaiia« patMtial eaataaar» «ha CM pay far 
thaa» ir liait». 

I» aactaaity, UM fÎÊmim •* »•* *• ••* I»14 *•» th* •••*• 
»riÉaaii M« haaaaw tha   «aja» •ra-accaaatiM af th» paraaMal 
«4M ahaali ha a»ra praparly iwjnii i» »laMiag a^rhatia«; Mí aal»» 
aparatlaa. 

talca aafatiatiaataa« print i »»11 y i irr» Ir» áiaaiaaaiM M tara» •# 
•arwat Mí ta« arraaajMMt af "iManrntiM" (a pracaaa •' 
Mttllag éaata »y «Mtra, iavaWiiif thraa ar a»r» parti»«). 

Mlaa aan/ica •riMipally iaralraa tha pal i*lag al aarlia 
afraaaaata raffariiag aaywat. 

Tha Mtarpriaa'a earraat aaai far Mrhatiag akilla i a af a vary 
law »rear. 

far Male ataal araeact», tha aiwiay aparataa ia a virtually 
•in nafilHln nrktt aaviratamt.    Evaa »haa avff-ly altiMtaly 
Mtaha» liaanl  ia Taffaalavia, tha »parati»*» af tha l»ia> af 
Tajtt)» Staal fraMiara will prahably taai ta raffilata tha 
aarfcat aa aa ta a liai »at» "*aataf«lH eaapatitiM.    ttawar, aaaw 
•iiai attMtlM ta MrWtiaf «ill prahahly aa iaairaala aftar 

ttharviaa,  tha aaa« far Mrfcating aspartiaa aai aailla ia 
CMfiaai tai 

-   tha fiaiahai ataal praiact» araa, rcpraaaatlaf 
laaa tarn 1<X af tha tarraat haalaaaa 

•   tha «aval»Maat af »apart aarkata 

.    iaimiiaj tha eaat-affaativaaaaa af tha »si atlag 
Mriwttag affart. 

1 
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TABLE 1 

«âirnc memm - n« UMICA 

(Carra« tad t« caspi jr with c«rrtnt «atcrn practica) 

fatarmi Mitt 
ttfcar Mit« rtT« 

MiuLCiztMLJUjau: 

dating ttaak 
Utt apt* tag titck 

in ttack lavala 

Valat tf Fraéactitn 

Matarial Iaavaa 
•ttor aatarial cttta 
Caat tf aatariala aali 
•trata*1   lMMNI 

UM etti tf inttriMl  Mnriett 

lAtoar ana aatarial ctttt 

Oaarating aargin 

iatitu 
Traiti 
NM fr ita« ti— ferrica 
IftavrwMti 
Uà* i at «mal 
Ottor aaaratiag   iftiui 
Transfer tt ani King acaan»t 

Oaaratiag prafit 

Ottor iacaa» 
»thai 
ir iacaaw ft taataMt 

l*aa attor axnaaats 
tttoi 

Prafit toftrt tax 
Lata taxât aaii 
Prafit afttr tu 

1271 
(RTlliont 

1972 
of diñara) 

2660 3038 

W 
766 

243 354 
121 ig 

3414 3916 

2386 2555 
155 159 
249 331 
556 702 

3767 

JOB. 862 

2607 2905 

807 1011 

35* 469 
19 20 
48 70 
2b 32 
79 112 
30 31 

J 3Ë 
239 249 

61 24 

dl 83 

261 290 

IE 10 
"2SÔ" 
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tff¡çA - m 

TAUE a 

Rolled steel products 
Forgtd products 
Rail« and accessories 
Part» for railway «afona 
Rollad stool tyroa 
Soai-finiahod producta 
Second quality aaterials 
Castings 
Drawings 
Nail a and wirs 
ftpea 
Chaina 
Raw ateel 
Other steel producta 

615,000 tena 
12,700 M 

»9,700 H 

7,300 1) 

3,*00 ti 

18,300 (I 

2,500 II 

16,800 II 

81,100 II 

28,900 II 

10,800 II 

300 II 

89,800 II 

320 II 

Coke 
Iron ore 
By-producta 
Lia» stono 

39,000 
1226,200 
362,000 
69,200 

Screws and nuts 
Screws and wirs cloth 
Stores, flue ^pea, cooking eejuipaent 
Other products 
Reinforcing uesh 

35,2^,000 dinars 
15,274,000  " 
19,57*,000  " 
5,608,000  " 
13,787,000 square aetres 
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2AIUL2 

UMt L—«ti— 

lattica - it»«! varai 
- a*a4 «ffiet 

Vara e 

L>»ija 

Illjaa 

Sarajevo 

Mairi Sa* 

Bihaé* 

Mrfcaajie Qra4 

B»aaa*l» Oradiaka 

Prajarar 

GarnJi Valraf 

Dabaj 

Baaanaka Kaatajnica 

lijaljina 

Cai in canatractian 

25,315 
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JiNLÌ 

1 
—•«TIMI Or TtMMLàV OTMIWB -  1970 

(000 tMi) (Milli«»« «f éi««r«) 

IMì» 

Nikaic 

SiMk 

Unit»« Mttal lnt«rfriM« 
ia 91«T«IIì« 

SMéWrav« 

TOTAL 

777 (39.7*) 1«* (*3.H) 

137 55*» 

196 W% 

277 "A 

90S 2166 i 

i 

60 303 

19« "A 
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2AHU 

AST rmsirn CAFMITT 

St**lv*rfc* 
Tyf*    *f •t#*l •000 tviti 

Pr*flUt Flat*» Tutos IUI 1*4 
tfètU 

Otk+r T.LI 

tenie« l"HO - - 120 45 1505 

Niktic 77 27 - 26 - 130 

9k*plj* - 955 - - - 955 

Unit* total 
AittrpriMt 
1» SIVT««!« 193 530 90 67 670 

fla»4*rtv« - 200 too - - 300 

Sfili 100 - - - - 100 

TOTAL 1710 15*2 510 236 212 4210 
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au* 

1L4BSUCUBLSL2XBL 

TíA - \m 

ActMl Arata 1 F«r*csft 
WO 1971 1975 

(ì*M) (t*M) (%•••) 

tolìvay UM« 79,260 §3,M0 122,170 

feri yr«fiU« 101, UO 109,390 190,360 

Otbtr pr*fiUt N/A M/A i,m,5*o 

•*11«4 wir» •4,700 92,170 00,630 

ñmi pr«*Mti 70,100 §1,2*0 97,950 

Purging st««l 33,700 35.990 96,300 
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TVf T» 

WI ZW1CA - 1973 

fWT MSATIW 

Cakt plant 
Blatt farnatt« 
Stati aal tint aaap 
Haliti« ailla 
Farg« 
Tranapart 
Baat acanaay 
Maintaaaac« 
Ttcanical eaatral 
Aaainiatratita 

Nina« 
Blast farnatte 
Faaniry 
Maiataaaaea 
Maraña««« 
Traaapart 
Mttaaaital aaap 
Mal ai at rat i «a 

Nain ara nia« 
Bastara «r« alna 
Bapairs à aalata 
Nina aalltiaf «ark 
Caataaa 
Aaaiaiatratiaa 

Bltttrital alant 
Faaairy 
Naintaaantt è aaat «c 
Natal larf leal part« ft e aaat 
Maialatati «a 

Vira plant, "Al i na«ia MaatH 

Sara« ft «ir« praéaata plaat 

Vira pratcaaiag plani 

Straw plant 

Natal prtáattt plant 

Ztalta 

Varat 

Ljaaija 

tiaa 
Hi ja« 

Sara Java 

Pl9?l   SMI 

Mrfcaaji« Oraa 

....«•at'a 
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MLT-fWUGCTKNT SYSTIM AND A^MfgNTS 

Central  ef fcuainess enterprises in Yugoslavia  is deputed ta ta«ir 
Malaya«! with the responsibility  to Manage ani develop the 
»atarpria« in th« intereate af the nation. 

tech «Mfl«y«c ef an enterpriae part ici pa taa in th« eleetien «f ita 
Verkera* Council, which i a the governing bady ef th« ent«rprlac 
and ha a total  control  of ita plana,   pelieiea and actiena. 

1       »aaitien  in 1972 

At the tiaw of coaawncing the project,   larger enterpriaaa in 
Yugoalavia,  becauae of their aise,  hiatory or decentraliaod 
operation, vere organised into  »«aller unita  (known aa SOUR*a) 
for the  purpose of self-nanegeaent,   thue enabling greater 
worker participation in amnageawnt and deeiaion-Making. 
SOUR'a,  each having their own  individual repreaentative 
werker a*   Collectives possessed a cloacr coanwinity of   interest 
than the enterprise aa a whole,  and ware reapenaible for their 
own profit performance and hence  reamneration lévela. 

Thus, within HMX*Zenica, each plant  location waa a ««parate 
ae If-Managing SOUR, with the Head Office at Zeniea being fonaed 
into a lath SOUR.    The manufacturing SOUR'a had, by agreeewnt, 
deputed «amy nanageaent and adainiatrative funetiena ta th« 
Keawinat SOUR,  including 

- finance 

- selling and purchasing 

- econaaie planning 

• per «enne 1 and organ aatienal a«rvie«a 

- quality control 

- tranapert 

- new inveatnent 

- Maintenance 

- planning for production «te 

Thia agreeMent enabled the koeabinat SOUR ta act aa • Ufad Offiea 
to th«    Group ef coapanies, with the ether SOUR'a acting aa 
Manufacturing subsidiarisa, reaponsibl« far th«ir awn profit 
perfenaance.    The Head Offiea SOUR was organiaed inte a 
avahar af Divi a i ens, as previously deecribed, andar the e«ntrel 
of a Ganara! Director reporting ta th« W«rk«re Cavacil «f th« 
entire enterpriae. 

~l 
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in im 
»ate te tka et 1Í —nagt— ut leglelatiea «hick beeaeje 

eiieetive taring 1973 «*r« introduced la arder tei 

-    previde groupe eí writers witk greater euteaeaey ever 
ih« werk tkey carry out ani ta« rewerde tkey receive 

-    provide greater werktr participation la aanageewnt 
d «e 1 • i »n-aak 1 ng 

•    aar« eloaely relate ta« reaaaeratiea eí tke warkar 
ta tat actual e antri »ut i on ha aakee ta tkt enterarlee'e 
validating by »etablieking eaaller arti It eeatrea 

-    iortitall  tka growth of a aenageaent alita divereed 
irta tka varkar ani bla probi« 

In äfftet, tka new Aawnaaents gira tk« rigkt ei i arai eg eeli- 
aanageaont unita  (known aa OOUR'a) to any aggrtgatian ei varhtra 
foraing a group eeparatt freai otkara in tarma *t  lecatiea, type 
of eaplcyaent,  product produced,  proceta ate ate* 

Tbl a right ta fera an OOUR i a subject ta twa baaic prevleeai 

-    that the remainder of tkc tapleyeoa in tka anterprlee do 
net oppeaa ita  foraation 

•    that ita operations are diacreet ao tkat aaparatt balance 
ahatta and accounts can be Meaningfully prepared. 

OOUR'a can legally dttt raine their twn coaditiene ei aaaleyaeat, 
reanintration, etc, and aa aeparate preiit centrée, caa parekeee 
tkair twn auppliea, iix their awn prieta, aarket tkeir 
production,  invent thtir awn capital etc etc. 

ÇontflWBff  tf fhl frllEMBtl it IM lililí 
Vitkin RMK Zanica,  the publication ei the katnaVaants ralaed tka 
iellowing questiona, en which a cenaenaua kad ta ka ektaiaedi 

-    how aany OOUR'a were te ka foraed? 

what would ka tka inter-relatienahip between OOUR'a, 
particularly in large planta auch aa Steel werke Zeaica wkere 
tka output oí  individual OOUR'a ia inter-dependent and tkair 
activitiea need to be integrated aa eleaely aa peaaikle te 
fora a virtually eentimaoua preceee? 

would tke exiating *••* Oiiiea concept at RMK Zaniea be 
retained?   Weald a Head Oiiice OOUR be famed?    Meat 
funetlona weald it pariera? 

1 
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-    what «Mili to  ito fera ef  ili«  relat ionahtp between any  hVad 
•ffice MUM aad ito various  individual (KMTi'«  it night »err«? 
•aw «vale it to receaacneed far its  seme»!? 

«    what  functions mU tto individual  OOLTl's leek te perforai 
far ttoaiilTtiT 

*    tow e**'« functions which are currently centralisée  in th« 
interests af efficiency to accentrai i see without a major 
iacraaae in east ani unnecessary duplication?    Where could 
tto) accessary aérienne 1 to attain**?   New could they be trained? 

Obtaining answers te these and siailar questions totally absorbed 
th« dscislin aaking capability ef tto Keabinat froa Neveaber 1972 
«Mill the end ef 1973. 

Aa • eaneeauenee rery  few decisions were »»de by the  enterprise en 
th« reeeasnondatiens generated by tto  project teaa»  in organisation, 
aarhetiaf and finance,  and without decisions accepting the 
ra^eaaaaaéatisns  little  iapleaentatien has been able to be under- 
taken ander tto direct guidance ef the  foreign consultant  project 

Use »reject teaaa were,  however,  required repeatedly to give  their 
adhriee  an tto aany prob leas raised by the Aaendaents and  thus 
centri hated in aany ways tewards orienting the thinking of the 
•ariana eoanittees faracd to consider thea. 

Maia —alti of the Aaendaents 

Mille aany details are net yet  finalised,  the  following  iteas 
eaaaariee tto euteeae ef  the  enterprise*! deliberations  on the 
ss If aanagiaint Aaenaaentst 

Zcnica will eaaarise 39 OOUmS  (rising to kl with the 
cacavi et iea ef the plants at lijeljina  and Casin. 

Shnsll aanufacturing  locations will  constitute a  s  ngle (XMH, 
hat  larger plants will to divided  (for exaaple,  Steelworks Zeniea 
vili  e eapri se 10 OOUt's, Vares §,   Ljubij 6 and Ilxjas 3). 

The  larger plants containing aere  than one 0011ft will  each 
eaaatituts a ZOOUR (Union ef 0OUR8) having a fun«won te 
ee-ardlnate tto activities  ef the coapenent 0OWU and to 
uaaertak» certain activities at a eaaawiity level. 

Separate financial accounts will to prepared for each 001)*, 
hat  in tto case ef the larger plants, these will  nm prepared 
at the level ef the Z00U1,  rather than at 00VW level, as will 
th« anal1er plants. 
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A ItalfWNt MUB (TIT Services") will  be  forwed *t 
Mbinit level   t* assuaw  the rei« of a "*•<! Office,   te 
previde services fer use in CMW>» by the individual 
genau] «ai i« previde ce-erdinatien and advice.     The 
TiMin Servie*«" MIA will undertake  these funetiena 
aader eentrnct t* the individual OOUlto and ZOtTU. 

•    1W MUb) will  unionise pert ef  their ••»et« and fundi  te he 
ainiaiatered by the "Canaan Service»" 001«. 

-    1W "Cenaan Service»" fHWl will undertake the hulk of  the 
«aerations presently conducted at Konbinat  level. 

•itent te which ce-nercial, narketing,  »el line amiJ^cha.in. 
ti*M will he undertake» hy the "Ceaaon Service»" 00U1 ha» net yet 

«OT* fully deterained,  hut  it  i»  likely that the receaaendatien» 
contained in Seetien D 1  »f the Marketing »»pert will he fully 
accepted. 

I      UM preset wa» undertaken at a tine when M-Zeiiic«,   in conaon 
vita all ether enterprise» in Yuga.Lvia, wa. in the prece.» ef 
eaaniaing and interpreting the newly preaulgated Auenaaent» t» 
ike Ulf nansginrnl  lav» ef the country. 

Tail invelved Mi-Z«nica  in »uh.tantial   internal  di.cu.aion and 
MMtiatien regarding the redietrihutien of nanagenent centre! 
and deeiaion-neking paver» within the variou» »ertion» and 
cenatale» ef the enterpri.e, a prece»» which centinued threughout 
1973 MMI inte 197%. 

The net «fleet vas  te »lew the actual prece»» ef deeiaien-naking 
vital» the enterprise.    A» a censeauence,  the rate of  inalenent- 
•tiea ef the project tagpa«  rece.nMndati.ns ha. heen far »lever 
ÎUTvI. «îiïîpit^ aTthe ti« ef ce-n.nce.ent ef the project. 

TIM current »hert supply ef .teel, andf.r the ne.t part,  .teel 
producta within Yugoslavia, will  net he evercoa* until  at  lea.t 
Vm s*d possibly even later.    Until  that tine, when,  and if, a 
truly eeuaetitiv« steel narket will e*ist in Yugoslavia,  the 
•art •! M-Xtnir.« f.r sephi.ticated nedern narketing technique, 
«ill he United. 

talaya ia iapl«a*atati«u ef the varieu. teen.»   ree natali tien, did 
net represent a »erieus threat te the enterprise« • «Mediate 
Irf.rL*. er veil-Wing,    Dtlays,  i« fct, hnv« already P•"« 
Séant*««« because tney have alleved greater ti« te he available 
nrth7eev.lepa.nt ef individual prefeaaieaal skills within the 
client«s .Uff. 

•iailarly, aáditiaanl  ti«, has Wen available fer furthering the 
eipertiM ef tW YUC#* eensultwits engaged in ta« projects. 
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PARTICIPATION IN MANAGEMENT 

1. IMT80DUCTION 

In reporting on the work carried out to investigate and 
develop a new macro-organisation structure at R.M.K.Zenica, 
it is necessary to know and understand a  little about 
WORKERS'  PARTICIPATION IN MANAGEMENT in Yugoslavia.    This 
is so because the operation,  and development - (ever since 
the project commenced) - of  the self-management system 
has had a fundamental influence on macro and micro-structure 
investigations at this major iron and steel manufacturing 
complex, as it has had indeed,   in all enterprises in Yugoslavia, 
particularly during 1973 and 1971» to date. 

The evolution of workers'   participation in management,   through the 
system of self-management,   can be divided  into thzee periodst 

2. Period 1. - 19^7-52 - Management of the Economy by the State Administration 

During this period, companies were fully controlled by  the State 
and had little freedom of action.    All   important decisions 
regarding the operation and development of the company were 
taken by the State.    Individual company action was limited to 
making proposals and observations.    Workers'   influence on 
management was exerted indirectly through the trade unions 
(every worker is elegible lor membership of the appropriate 
trade union,  and, as a rule,  all members  of the same company 
belong to the same union).     The unions had the right to  submit 
to the managing director of  the company proposals for  increasing 
productivity and improving   working conditions« 

The introduction of the first workers'   councils,  in December,  19*9»  *»» 
the starting point of abandonment of the administrative  system of man- 
agement   of the economy.     These councils had no powers of 
decision but had the right to make proposals which the managing 
director was bound to take  into account.     Disagreements between 
councils and directors were arbitrated by a State agency. 

With the introduction of workers'   self management,  the  direct 
influence of the State was abolished and the managing director's 
powers were controlled by the 'work collective',  through elected 
bodies. 

3.      Pariod 2 - 195V6fr - Conàtruction of the System of 
Workers'  and Social  Self Management 

During this period, companies were gradually given the right to a 
•hare in their profits,  after meeting their obligations  to the State. 
This measure gave the company greater responsibility for its 
financial success.    Sections of larger companies that had separate 
records and accounts were  transformed into sslf-managing "work 
units".    As these units acquired greater  independence, an tagonism 
developed between them and the central professional management, 
and also between the work units themselves. 
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Between 1992 Mid I996 worker»'   self-aanageaent did not have 
auch influence in tht allocation of the incoae of coranica, 
but workers did have a share in the profits,  in addition to their 
salaries.    In 1957» however,  the fixing of salaries by the State 
was abolished and the coapany was free to allocate its net 
incoae, after taxation,  to capital, welfare and workers'   incoaos. 

4.      Period 3 - 1965 and after - Consolodation of tht Self- 

HtfttilM So^fty 

The basic Law of 196? on companies gave fuller expression 
to the concept of organisations as free associations of responsible 
work partners (as opposed to wage-earners) managing the organisation 
directly or through delegated bodies.    The priaary organisation 
for this purpose is the work unit.    The legal powers of the 
work unit are to exercise the self-aanageaent rights, excepting 
those which, in the interest of the whole coapany, aust be 
exercised by the whole collective of the coapany directly, or 
through aanageaent bodies. 

One of the aims of the econoai«- refora was to increase the 
share of personal incoae in the national incoae.    The law provides 
criteria which companies should apply in allocating part of the 
net incoa» to personal incoaos.    A ainiaua guaranteed incc 
is laid down by Federal order. 

5»      Structure of Workers' Self 

Self-Manageaent of a coapany any be carried out at one,  two 
or three levels, depending on whether the enterprise is saall 
and siaple, larger and coaplex or very large and very coaplex 
(R.M.K. Zenica is an exaaple of the latter, where self- 
aanageaent operatesat three levels - Koabiaat, Coapany and 
Work« Unit).    Se If-aanageaent at two levels shows the aest iapertaat 
aspects of the practice, and is reasonably typical of the eeeaaajr as a 
whole.    It operates through the following institutions. 

- first   (coapany) level - the work collective) the workers' 
council 1 auxiliary bodies of the workers'   council| the 
board of aanageaent of the coapany. 

- Second (work unit) level - the werkers'  Aaseablyi  the 
work unit council|  the board of aanageaent of the werk 
unit* 

(R.M.K. Zenica has an additional Koabinat level where the werker a'  ceaacil 
consists of elected representatives froa the workers' councils 
of the individual coapanies or basic econoaic units} company 
workers at Kombinat level are now cena ti tu ted into a separate 
basic econoaic unit, usually known as    "Cenasen Services" which 
functions in the same way as any ether unit) 
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(i)        The Werk Cal lee Uve,   through which direct »elf-aanageaent 
it carried eut, coapriaea all the workers in the c« 
In ••all companies they participate diiectly in the 
deciaiena.    In larger and «ore coaeplex coapaniea,   the 
work cellectiTe operates through an elected workers 
council*    Aa a aeaber of the work collective, an enalp] 
is considered te be a worker—an—er. »harina: responsibility 
for the operation of  the coapany.    His job and reaaaeratiea 
(above  the  legal •inianai wage, )depend not aerely on how 
well he works,  but on the financial   success of the coapany. 

(ii)      The Worker 

1 

s» Council  is the basic jjBMflfMl lrtlY.•! ttt« 
       It is elected by all  the  workers through secret 
ballet.    Any aeaber of the coapany   (other than the 
aanaging director) amy stand for election.    Most councils 
consist of between  15 and 20 aeaber a  depending on  the 
size of  the coapany.     The usual   tera of office  ia  two years, 
half the aeabers being elected each year«    The Workers' 
Council  considers and adopts decisions en natters which 
have been placed under its ceapetence by the statates of the 
coapany.    By law,  the a e statutes and other general 
regulations are drafted by the council.    Soae specific 
ttUfl tf Vat CfafK»» •*• t0 »renare development a Ian s 
and progresases,  take decisions en hwainess policy, and prepare the 
coapany balance sheet. 

("0    Auiilliarv nadies of  the Workers Council 

The councils aay appoint eaamiMiaa»to deal with such aatttrs 
as recruitaent for certain jobs,  discipline and complaint». 
The councils aay also appoint professional ceaaittees  to giva 
expert apinioaa en préposais such aa development planning »f the 
enterprise, and financial, ceaaercial, personnel and social 
policies. 

This  ia  the executive body of the  workers'  council.     It 
préparée draft statutes, regala ti »as, plans and programmes 
fer submission to the workers'  cavate il.    It eaaurea observance 
of regulation« and decisions of the council and,   in general, 
directa the operation ef the ceaaasty.    The board of 

»at is elected by the workers'   council fra« aeaber» ef the 
work cellectiTe. 

(v)        The PirecUr ef the Cemnanr ('GenenlBl' tr 'HMMsanV ) 

•at gaflfttT ti tòt tllT Iff If! »•  tl 
participate» in self-omna«ea»at aa a« individual.    1» is 
appo in tad by the workers' council   fallowing a public 
invitation for applications.    He nana the busiaesa ef the 
coapany, executes the decisions of  the workers'   cenaci! aad 
boards of aaaageaont and representa  the coapany.    He in 
peraaaal'ly responsible to the warnera'  council,   the board ef 
aaaageaont aad the work collective.    Although he  ia boand to 
participate ia the work of the workers'  council,  he has aa riant 
to vote. 



r i 
M)    ftHiii.tm Humm* statt 

Pr«ft»ii«MÜ Manager* alili PXIHI   in  Yugoslav coupâmes,  «ven 
vita ih« aelf-aanageaent iystern.     They  carry out day   to 
•ay aMftgcrial  activities in accordance with po^ri«.  UnmìmUà 

»raw« W  the work collective. 
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Tma Werk Umit Level 

Work Unit« »re determined  by   the possibility of  separate 
recording of costs  and  results,   «rid   the  possibility  for 
wrkers  in the units   to   influence  costs   and   results.     There 
are generally  two  categories of work unit.s   in production 

professional  service. 

(i)    T|>« Assembly of Workers  of   the Work Unit     in the 
whole work collective of   the Work Unit. 

(ii)    The  Work Unit Council.     The  mem her s   arc-  elected   by   the 
Work Unit.     The Council  makes decisions   that affect   the 
Unit,  and collaborates with    other   Work Unit Councils 
on matters which affect   them all. 

(iii)The  Work Unit Board of Management   is  elected by the  Work 
Unit Council  and acts as   i t.s  executive. 

(ir) The Assembly of Workers of   the Accounting Unit«  A Work 
Unit may consist of a number of   'accounting units'.     The 
Workers   in an Accounting Unit   constitue» its assembly. 

Self management   in small   and  simple companies  takes place  at  the 
company  level.     In very   biß and complex  companies,  separate 
plants have  their own workers'   councils  and  boards of management, 
•Ml participation  takes  place at   three   levels - company, 
separate plants  and work  units. 

6, Dearee of Workers'   participation  in Self  Management 

Werkers  participate   to  a  considerable   extent   in the  structures 
fer self management.     In   1%H,  about bf of  workers  in companies 
witk 70 or more employees were members  of  workers councils. 
From companies with a  total  of 750,000 workers,  about  32% participated 
im various  self-management  bodies.     There   is a higher percentage 
ef attendance    at meetings of   the Work Units   that at meetings 
ef  ime Collective.     A  large majority of   the workers having   the 
rigkt to vote  take part   in the  election of  Workers'   Councils. 

Ime number of meetings  of  Workers'   Councils   ranges from  20 
• year  to more,   the majority  of Councils  meetings between   11  and 
20  times  a year.     Major   items discussed  are  production and  sales, 
internal   organisation and  personnel  questions,   investment and 
reconstruction,   personal   incomes  and   the  apportionment of  net 
income.     Wort  Collectives     tend  to concentrate more on 
apportionment  of  company   income and allocation of personal 
incomes  than do Workers'   CrmnsiIs,   but  al30  give more attention 
te production,   sales and  labour productivity. 

7« Froole— of Participation 

For Workers'   Self Management  to be effective,  workers must 
•e giren adequate  information about the decisions in which  they 
•re to participate,  and  Una  information must be given  in a 
way in which the workers  can understand  it.     The basic   law 



•H companies give»   workers   the  right   to  relevant 
information,   but companies  vary   in   the extent   to   which  they 
provide for an  information  servier   in their statutes.    Some 
worker«'  knowledge   is deficient or  non-existent;     sthers 
•elect fro« the  information available only what   is relevant  to 
the  isauei in which   they are  interested - personal  incomes  being 
the  leading one. 

As well as receiving  information   that they can understand, 
workers mist be   taught how to usr   it.    Training   for self-management 
is,   therefore,   necessary.    However,   bearing   in mind the   low 
educational   level   of workers   in Yugoslavia after   the Second World 
War,  much has  been  achieved  by   the   "workers universities". 
Training programmes  concentrate  firstly on education in 
management subjects  and then on  solviig concrete  problems 
of partii ula r work   organisations. 

Under workers'   self   management,   the  organisational  patterns 
of companies   is   becoming extremely  complicated*      It is  becoming 
•ore and more difficult to co-ordinate the activities of  the 
ever  increasing steps and levels  of decision making and to 
resolve economic  relations  between  them.    Conflicts arise not only on 
net   income apportionment and workers'  personal   incomes,   but 
also  on investment  and development. 

There   is stili   a   tendency  for  "authority"   in  the   form of   the 
managing director  of  the company,   to have considerable 
influence on the  self management  bodies.    This  causes dissatisfaction 
among workers who  want complete  self management. 

Impacts of Workers'   Self Management 

Self management motivates all  members of a company to do  their 
•est so as to  increase the net  income of  the company and to gain 
the best possible  rates of pay and  working conditions.    At 
the  same time,   they  must share   in   the responsibility for  the 
efficient operation of the company.    Tims,  each worker has 
an opportunity   to  develop hrs  capacities and obtain personal 
fulfillment through  his work. 

In the early stages   of workers'   self management,   the workers' 
council  merely  supervised and directed the old hierarchial  managerial 
organisation.     The  next step was   to distribute  authority and 
influence among work groups.     It  is clear  that  these work 
unita cannot successfully fit  into   the hierarchial system of 
mmmaj^ment.    There  is conflict between the units   themselves,   the 
central bodies  of   self management,   and the professional 
management. 

While  the authoritarian organisation has  the problem of  its  relation to 
environment,   the  democratic  organisation has,   in  addition, 
the problem of  internal relations  within the organisation* 
Each group has diverse interests,   but realises   that the possibility 
of achieving its  interest is greater when the groups act together* 
Although this diversity of   interests may lead  to   conflict,   it 
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can ala* eesjsjel we afrer» to  begin to  think of cimien 
interests.     This «ay aiean compromis»»  and a  partial 
realisation of conflicting   interests,   but   it roula 
lead to co-operative  activity. 

Stlf-OMMgenent is considered by the workers to have 
ltd te a aere equitable distribution of incoa«,   iaaroved 
welfare  and conditions  of work, better organisation of 
werk and greater freedoa of  the worker as a producer. 

Eitraeted and adapted   front 

International Institute for Labour Studies' iulletin No. 0 
baaed on a study by D. (iorupi/ and I. raj of the Ekeneaaki 
Institut,  Zagreb,  197<>. 
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A      IWTMWCTION 

Part II »f  the Final Report details the results of the programme 
•f consulting work in tha macro-organisation structure area conducted 
at M-Zeaica, Yugoslavia,  as part of UNIDO Project No DP/YUG/70/51 1, 
Centraci Ne 72/35. 

This organisation structure  investigation waa conducted by PA 
International Management Consultants Ltd in conjunction with the 
Yugoslav Centre for Organisation and Development and had as  its 
general alani 

«    the  im»rovement    of  the Management  practices and profitability 
•f RUfc-Zenica. 

•    the in» lemvea Ut i on   of  the recommendations concerning macro- 
•rganisation structure nade as a  result of the first phase 
•f UNIDO assistance  to the company. 

- the  examination and  further development of the necessary changes 
in nacre and nicro  structure  in the  company and the preparation 
•f  jab descriptions« 

- the  institution of management development and  training. 

»•tails of the work undertaken by the Project Team in Organisation, 
the reami ta obtained and the recommendations aade, are discussed in 
the sectiaas  of the report which follow. 

|     firiirHITTm  I"» ACTIVITIES OP THE PROJECT TEAM 

Hark on the  organisation structure section of Phase II of  the total 
project waa  commenced at Zenica on 'i September 1972.    The project team 
coas is ted eft 

- Mr Predrag Matic',  Senior Consultant  from the Yugoslav Centre far 
Orgami sa tien and Development, who was also the Centre Project 
leader. 

•    Nr   Infam Pa»i',  Director for Organisation ami Development at 
Mat-Zenica, am)  from  tiae  to  time various members of his 
departmental  staff. 

- Par J am» s Thor »turn,   Senior Consultant  from PA International 
at Consultants Ltd, who waa also the Project Director. 

This tama  liaised closely  throughout the  project with  the operating 
Wams f orejad to undertake  the consul tin« work in the Marketing and 
Pinnace areas. 

1 
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The initial werk ef ih« organi»ation structure tea« consisted mainly 
•f the fact fathering.    Daring thia stage, in total 33 Direct ars 
asi Central Managers of the Eosseinat and its subsidiary companies were 
interviewed ay the PA and YUCO* Project Leaders together with 
reare sentatives of the Kombinat Organisation Department. 

This interview program« involved a considerable amount of 
travel and,  due to difficulties  in aaking and keeping appointments 
with Kombinat and subsidiary Directors and Managern,  was time- 
consuming. 

lech interview lasted from one to two hours and followed the same 

1 an introduction outlining the objectives of  the project 

2 a discussion of the  interviewee's responsibilities 
problems in carrying out his duties 

3   a discussion about the advantages and disadvantages of 
the existing organisation structure 

%   a request for his ideas,  help and assistance  in devising 
a new organisation structure 

(it is interesting to observe that in spite of many reminders, 
only twe Directors were sufficiently interested,  or motivated, to 
previde us with their ideas on paper.) 

Li FM A MTW MACMM»GAN1SATICN 8TWCTUml 

As a result of these investigations which were carried eut muring 
the last quarter of 1972 and the first part of  1973.  the fallowing 
repart was prepared by the Consultants.    This outlined the proposed 
•acre-organisation structure considered as suitable for the group 
of companies comprising Mi*Zenica as they were constituted during 
the investigations.    The report was submitted in March 1973* 
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fISATIW 8TMJCTU» 

AT m* awicA 

TlM exist in« Keabinat nacre-organisation structure has tv« nain 
basic weaknesses  t 

th« duties and responsibilities of  individual 
era are not clearly defined 

tee aany nanagers have a direct line of cosami i cat i en 
with the General Director in the performance of their 
duties 

We prepose that the  top level  of management at Mi should be 
reorganised in order that the General Director can delegate aeae 
dntieo and co-ordinating activitiea to deputies in three main areas t 

Annual  operating plana 

Marketing and finance activitiea 

- Future activities 

The Sanerai Director should also delegate the duties of ce-ordination 
«f einer work, cesane« to the needs of the Baaic Economic Unita ((KRIM) 
•f ilea Eemhiaet,  to two assistants  i 

- for organisation and personnel 

for se If-management and general affaira 

It is anticipated that this type of organisation will release the 
»onerai Director so that all his efforta can he directed to solving 
the hneic problème of the kombinat•• business,  to femulating 
objectives, deciding policy and planning hew the objectives can he 
achiered. 

1 
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1       MWMJCTION 

During the diagnostic phase and  investigation of the situation 
•ai functioning of the organisation ayate« in RMÍ carried out 
in 1971» and also  the additional   investigations in this area 
carried out  in the   last nontha of  1972,   it has been found that 
ta« existing macro-organisation structure of  the Kombinat has 
two basic weaknesses: 

(i)    The duties  and areas of  responsibility  of   individual 
nanagers are  not precise and clear,   so   that often some 
«ark is duplicated;   in addition,   the  individual  areas 
of action of  soae managers are superimposed. 

(ii)    Too aany managers are   in direct   line of  communication with 
the General  Director  (at  the time of  the diagnosis  in  1971» 
there were   18 managers  in direct  line with the General 
Director!  at  the end of  1972,  this number had  increased 
to 26).     It  is obvious  that with  90 many nanagers  in direct 
line of communication,   it   is very difficult to co-ordinate all 
activities,   ami this  is one of  the reasons why aM haa not 
achieved better business  results. 

In  the light of  these main weaknesses   in the  existing macro- 
•rgnnisation structure,  we developed  the objectives of  this 
proposal. 

The  first  level   of management  at  RMK should  be  re-organised   to 
eliminate  the weaknesses and release  the General Director so  that 
he might aore easily direct  the efforts of  the other managers  in 
tac Kombinat,  and  rationalise   their solutions  to vital  problems 
af  the business.     One possible  solution  (see  Chart No  1)  ia  that 
th« duties and responsibilities of  the General  Director should be 
divided between 3 Deputies and  2 assistants  as  followst 

- Deputy for annual  operating plans 

- Deputy for marketing and  finance 

- Deputy for  future activities 

- Assistant   for organisation and  personnel affairs 

- Assistant for self-management and general affairs 

A farther explanation is given  later concerning the content of 
taca« functions,   the duties and  responsibilities of  individual 
managtrt and the  programme for  further work  in organisation 
development. 
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MSAHQN ¿mirare 

DM »««4 for organisation exists everywhere where people are 
collected together to achieve  som COMBOn objective}  the 
greater the number of people who are collected together,   the sore 
complex the organisation becomes and the greater becoaes the 
problem of co-ordinating the  efforta of all  members of the 
organisation.        This co-ordination is the first principle of 
trnpmisatiop. The requirements for co-ordination (that  is, 
the work of  the collected-together »embera  of  the organisation) 
must be decided and they limit  the organisation structure and 
fora* 

l-Zenica is a  large company by any standard - one of  the  largest 
in Yugoslavia - and that is   the reason why  the  organisation structure 
will  be complex.     It should also have the most adequate structure 
to enable it to  attain its  objectives.    Since  it  is a  large company, 
M( should use  the benefits  which come from this,  especially in 
the following wayst 

- to follow-up and to use  the up-to-date  results of  science 
and technology in its  business area,   and  in this way 
maintain its leading position among domestic iron and 
steel producers, and also  to start building up the conditions 
necessary for entering  international  markets. 

•     to continue  to merge with smaller companies and to monitor 
their development and  in this way  to  accelerate the 
development of all  regions where  the  company has  its plans. 

- to recruit around its  programmes  top  level  experts,  who, 
in turn, will fulfil   their ambitions. 

In order to use these benefits  in the long term,  the organisation 
structure of the Kombinat must be constructed in accordance with 
the following principles: 

(i)    The Kombinat is a unionised organisation with unionised 
objectives and self-management policies  in all  its parts. 

(ii)    The common objectives which have been agreed should be 
achieved by decentralising the responsibility for 
business  results  in  those parts of  the Kombinat  ( OOURs) 
which are  responsible  for their own profit and its 
distribution.    In order  to put this basic national 
principle  into effect,   it is necessary to build a stronger 
relationship between personal income of  the workers on 
the basis of individual  performance and the overall 
financial  results of  the OOURs. 

(iii)    At the Kombinat level,   all functions  should be grouped 
and centralised which would not be  economic to have at 
the level  of the OOURs,  taking into account the common 
objectives of the Kombinat and its  OOURs  in achieving 
the best business results. 
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Starting from these principles, we divided all activities in 
the Kombinat into k  nain areas : 

- Area for co-ordinating the annual operating plans 

- Area for co-ordinating marketing and finance 

- Area for co-ordinating future activities 

- Area for co-ordinating the common affairs of the OOURs. 

Overall co-ordination of all activities is the responsibility of 
the General Director of the Kombinat. 

The General Director of the Kombinat will therefore be primarily 
responsible for: 

- proposing to the self-management bodies the principles of 
the company1 s business policy, and after their decision, 
putting these policies into effect. 

- putting forward the objectives of the Kombinat in its 
annual operating and long term plans, and when these 
objectives have been accepted by the self-management 
bodies, organising all the necessary action to achieve 
the plans. 

- checking and controlling the achievement of the objectives 
of the Kombinat and of the OOURs and initiating any action 
necessary to ensure the achievement uf the results. 

- representing the Kombinat at Governmental level, in social 
institutions and in other public and business matters. 

- initiating and creating the development of personnel and 
experts of all kinds, not only fsr the needs of the Kombinat 
and its OOURs, but also for the needs of the communities 
in which the various enterprises of the Kombinat are situated. 

To assist the General Director in his duties, he will delegate 
certain responsibilities to: 

- Deputy General Director for annual operating plans 

- Deputy General Director for marketing and finance 

- Deputy General Director for future activities 

- Assistant General Director for organisation and personnel 

- Assistant General Director for self-management and general 
affairs. 
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3TURE FOR TOE FUNCTION "ANNUAL OPEBATING PLANS" 

A      fcliaiUM 

By the term "Annual  Operating Plans" we mean the achievement of 
the Monthly and yearly operating and sales plans.    The primary 
objective of this function is to achieve the planned volume of 
production and sales  in order to satisfy the customers' needs 
by efficient utilisation of materials and plant resources and 
to produce good financial results. 

*      frtffRt S^uatiop 

According to  the existing organisation structure and internal 
regulations of the Kombinat (which we have checked by detailed 
investigation) the main responsibility for achieving the 
production plans lies with I 

at OOUR level - Manager of the OOUR 

-      at ZOOUR - Manager of the ZOOUR 

at Kombinat level - General Director of the Kombinat 

For the achievement of the sales plan,  the normal  line of 
responsibility is to the Director of the Commercial Department 
•t Kombinat level,  taut,  in effect,   the responsibility is to the 
General Manager of the OOUR, oW ZOOUR (this we conclude from 
the  fact that profit has been accounted for at OOUR level) 

The Technical Director and Departmental experts at Kombinat 
level are responsible for assisting the Managen of the OOURS 
and ZOOURS and the General Director to solve technical and 
technological problems which arise in the fulfilment of the 
Annual Operating Plans. 

C      Proposed Organisation Structure 

Bearing in mind the existing situation, we propose (see Chart No. 2) 
to introduce new levels of management for co-ordinating all 
activities connected with achieving the annual operating plans  i 

Deputy General Director - Annual Operating Plans 
Divisional Director - Mining Division 
Divisional Director - Iron and Steel Division 
Divisional Director - Metal Products Division 
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Existing Divisions, for exaaple 

Division for Planning, Preparation ft Dovei op— nt of Predweti« 

Division for Maintenance 

Division for Technical and Quality Control, etc 

will retain their present role,  bearing in aind that it vili he 
logical,  in the fraaework of the Divi • i on for Planning, Preparation 
and Developawnt of Production, to fora the Departawnt far co-ordinating 
all Industrial Engineering activities throughout the Kombinat. 

The exiating Transport Division should take responsibility for 
supplies,  and in that way bee owe the Division for Transport and 
Supplies. 

Detailed investigations should be carried out  in order to establish 
whether the present Mining, Metallurgical and Mechanical Departments 
should retain their positions under the Deputy (renerai Manager for 
Annual Operating Plana,  or should be responsible to the projected 
Divisional Directors.    In this second case,  these Departawnt s would 
be the Staff Departawnts whose duties would be  to assist the 
Divisional Directors to solve operating problems, and to initiate 
and formulate future developawnt progresases and plans for the 
Divisions. 

D     Basic Duties of the Deputy General Manaser for Annual Operatine: flans 

The basic function of the Deputy General Manager for Annual Operating 
Plans is to co-ordinate (plan,  organise, nonage and control) all 
activities within the Koabinat which are connected with the 
achieveawnt of operating (Monthly and yearly) plans, and to ensure 
that they are in accordance with the financial  objectives of the 
Koabinat and with the progresase and policy decided by the self- 
aanageaent bodies and General Director. 

Specifically,  the Deputy General Manager, will have the 
following duties  t 

to refer to the General Director and infera the self- 
aanaging bodies of the Koabinat regarding all actions 
in connection with achieving the Annual  Operating Plans 
and to prepare proposals to solve the probi ens which arise. 

1 
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t« «raaai a« tat preparatory work fer , ami te control tk« 
achierwaent «f, tk« Anaaal Operating Plans, specifically in 
rclatiaa to tk« definition ef objectives|  ta propese tk« 
pal icy in connectlea vitk aaterial parebasing, capacity 
utilisation, introducing new technological procedures, 
introduction ef new product develepaeut ia the Keabiaat 
and it« enterprises, all  tk« tia* Waring in nind the fi 
objectives al the Ksakinat. 

lai 

ta initiât« pragraanw-aakinf procedures and partecipata in 
««fining lang-tarn skjectives aad development pre ansante s 
f0r  (KMWS and 10«TO. 

te direct and aaaist Managers af (MUM in salving technical 
and technological  problem wkick arise daring day-to-day 
•peratiag and «kick could net ke solved ky tkeir own staff 

Ta  falfill  these duties,  tke Deputy General Director far Anema1 
Operating Flans will nave kelp frea tk« fai laving I 

Divis ianal Director - Mining Divisien 

Divisional  Director -  Iran and Steel  Divisien 

Divisional  Directar - Metal  Product« Divisien 

and alae frea tae Directers of tk« Co-ordinating Divis lens far I 

- Planning, Preparati«« à Deve leparat ef Predactiaa 
• Maintenance 
- Tecaaieal and Qaality Central 
- Transport è Delivery etc. 

In principle,   tke duties and   areas   ef  responsibility of Divisional 
Direetara are very sini lar ta tkese af tk« Deputy General Manager, 
kat fer tkeir own Divisien only.    Their has i c daty is te have 
day-to-day central af actual production results in fulfilling tk« 
plan far «reduction and sales aad alsa t« aar« control «f efficiency, 
utilisation ef «en, Materials and sack i ne capacity, operating always 
ia accordance witk financial objectives  ia deciding policy for tkeir 
Divisi« 

>   rrfgmli ftr fiftiff Wirt 
We prepese that tke keabinat s be« Id accept tkese proposals for 
•acre-organisation structure as a basis  fer further ««tailed 
investigation into bow to ergaaia« tk« fune ti an far Anana 1 
Operatiag Plans.    Ia coaparisa« vitk tk« existing ergaaisati«a 
structure,  tke biggest changes will roanire to be aad« ia the 
fraaeuirh »f tk« Diviai«« far Production Planning and Industrial 
angineeriag since tke Industrial gagin««ring Departaent vili W n«v. 

The priaary objective ef this proaasal  is to give te ta« Dir«ct«r 
va« is responsible for Anaaal Operating Plans a practical tool 
to enable hia to fulfill kis dati«« aar« effectively.    The 
Industrial Bag ine« ring Departaeat at this level vili aar« the 
following rale I 
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te ee~erdinnte all  Indnetrial Dngineering *•»* tkreagkent 
tinet in Mtk OOQK aad 10WB 

te eMM«)iáat( tke werk af ianvevaajent mné iaereeee tke 
kaevleége af luana trial Engineer litg ia tke MUM and ta 
intreéace ne« »cibata ami teeknlaaea ia tkia «ark 

ta aaaiit tke Dira«tan af ta« Keakinet,  MOUfJ an« 
indivi «nal OWM ta  iaprave, principally t 

:tiaa aetkeda and contrai of production 
• saintananea netkede 
- traaapert aetkeda 
• capacity af al ant anal ceni patent «tiliaatian 
- cantra 1 af capacity ntiliantiaa 
- wart aeaaareaent 
- a tant layent 
- «antral af predaetiea caata 
- latrarnetica af tetter aekeawa far verkera 

incentive! 

Finally,  tke Mia ekjeetive af intreanclng tkia fan af 
erganiantien ia, tkat ky kcttar «aa af aliatine nan, aaterinla, 
and naekine reeeareea,  ta iacraaaa profita, and ia tkia way, 
ta kein ta fulfill tka knale needa af nil aeakeri wka are 
wnrkinf in tkc Keakinat ana anrreandiag regi ana. 

OiGANISATlON OF MAWBTINQ AM> F1NANCI FUHCTICNS 

It ia prona«ed tkat tka Ganara 1 Directer akenld éalegata kia éntiaa 
in tka Marketing and Finança arana ta a Depaty Ganara 1 Di ree tar 
(ace ckart na.  3).    It la ñateara te««* tkat tkc Sanerai Di rae ter ennnat 
delegata kia reapenaitility aa a wkele, ainee ne will atill kave 
arcrall reepnnaihility far tkc knaincaa rcanlta af tke leakinat 
on which tka narketing and finance fane ti ana nava great inpact. 
Kewover,  tka General Diractar akenld and enwt daläget« reapenaikility 
far <t«y-te-éay «antral af tka ectivitiea «kick take placa in tka 
narketing aad finança arana. 

Tke knaic fnnetian af tka Depaty General Dirtttar far narketing and 
finance ia  ta ce-erdinete and nanage all netiritiee far pregraaaing, 
iapleaentiag and centralling tkc narketing and financial plana af tka 
Kaakinnt in tka fem af yearly and lang-rang« pinna. Dy «aing tkc a« 
fnnctiana,  tke Da ant y General Diractar far narketing and finance ia 
specifically reepeneikle far I 

aaaiating tke Geaernl Directer and Pelf Manageniat Wdiea ky 
defining tkc ekjcctivea af tke knaineaa policy and tranaferring 
tkeae cajee Uvea ini« nancy terna 

relieving all eeti-itiea in tka aarketa na4 ergaaiaiag tke 
neceaanry reaearck «ark aa a raanlt ef cknagea in enviraaaental 
cenni tiene,  in arcar ta ferecaat tkc peal tien ef tke aeaaiant 
in fatare parie«« |  iareati gating, aaalyaiag and patting ferward 
tke poaeieilitiee af entering new anrkct nreaa and taking tke 
neceeaary actien in tkeae fialda. 
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- reproooatiag 11M aaawiast in its relatione with aeeial 
iastitutieaa,  ptrtMN, seaka aad ethar ha4iea, drawing ap 
CMtrMti ia accertane« with the authorisation girt« hy tk« 
Workers' Canotti le and Sanerai Director 

la carrying »at hi«  autiea, the Deputy General Director far Marketing 
aad Finance will haw«  th« aasistaace af, a** nay delegata hia áatiaa 
and responsibilities,   in certain area» ta   I 

- Director of th« Marketing Division 

- Di ree tar of the Finance Divi a i an 

*     Or «anisation of  the Marte tina Plviiien 

It ia recoauended that the Keuaiaat Marketing] Division should 
contain aix aactiaaa (Chart Na. 3) 

Market Research Department 

Salea Ftowe tion Départaient 

Domestic  Salaa Dapartawat 

Dosestic Purchaalng Dapartawat 

Foreign Trad« Dapartawat 

Ceemwrcial Operatiena Dapartawat 

The awjor changes proposed in the new organisation ara aa fai laws t 

the creation af a apaeialiaed Far«ig» Trad« Dapartawat 
»bracing all  iwpart aad «spart transactions 

the creation of a single Daawatic Purchasing Dapartawat 

the creation of a Sales Pronation Dapartawat concerned 
with product and Market proawtion as wall aa with advertising 

the creation of a Ceauereial Operations Dapartawat concerned 
with t rana port, credit aad coapensatiea,  clerical activities, ate 

The has ir function of th« Keahinat Marketing Diviaion ia to aaaiat 
and provide apecialiat aervicts ta MURS far th« work which could 
net he carried out ay MUM thane a 1res economically, and to co-ordinate 

the activitiea of the OOUH far th« casawn good. 

Accordingly there anaat exist a nunhar «f functional links hetwoon 
each ©OU» and the Kanwinat through which co-ordination and liaison 
can take place.    Tha nor« inpertaat af thoae in torna of nark«ting 

conuercial functions are 1 toni a ad as  follows   i 
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  «—Unat De—riment liaiaim and 
feÜjJiX uadsrtahin« function»! co-ordination 

Warehousing Coaaercial Operation! Departaent 

Transport Coaaercial Operations Departaent and 
Director fer Co-ordination of 
Transport and Supplies 

Parchasing Parchasing and Foreign Trade Departaents 

Sales Adsiinistrstion Coaaercial Operations and Finance Depts 

Product Manager Sales, Sales Proa» ti on, Market Research, 
Foreign Trade Departaents and Long 
Range Planning Section 

Co-ordination of the activities of the various OOUR Marketing 
Managers will he undertaken by the Koabinat Marketing Director.     In 
a nuaber of areas where product ranges are coapleaentary,  there will 
he a need for considerable  liaison between different OOUR Marketing 
Managers. 

The aain change in our proposal for the Marketing organisation 
structure is the introduction of the function of Product Manager. 
Depending on the coaplexity of the product range and the aarket, 
the OOURS or ZOOURS could hare one or sore Product Managers 

The basic functions of the  Product Managers would be to ensure that 
the sales objectives for the products in his charge are achieved, 
and to act as » link between the OOUR and its aarket.    Specifically, 
a Product Manager would t 

- represent the OOUR at all negotiations with key cus toners 
and service these cuatoaers 

- provide technical advice 

- provide the OOUR with inforaation concerning the changing 
technical requireaents  of its custoaers 

provide the OOUR with coapetitive aarket and econoaic 
intelligence 

develop, in conjunction with the Koabinat aarketing 
personnel, specific aarketing plans for the products 
under hia control. 

develop, in conjunction with Koabinat personnel,  specific 
advertising   and promotional plans for the OOURS products 

proaote the sale of  the OOURS products in conjunction with 
Koabinat personnel by aeans of participation in trade fairs 
and seainars, preparation of technical literature,  etc. 
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-   lili   - 

- request fro« the Kombinat saca market reeeareh •• is accessary 
for the successful marketing «f the OOUM products 

- participate in the product developneat propesane of tac catira 
Koabinat by identifying tac needs cf tac acera of his products 
and thereby identifying opportunities for his MM and the 
Koabinat 

proposed organisation structure af the marketing fane ti an cf 
<   koabinat should he very flexible la order te fulfill the 
.   ific needs of individual 00U1S and «MUM aad alce tc provide 

i itirient warning and tiae te react te changes which take place 
ii markets now and in the future. 

Organisation of  the Finance Division 

1. Koabinat Uvei 

The Finance Division at Kaahiaat level weald cever 
the following range of operatleas l (Chart Me. 3) 

Internal Bank - all fune ti cas in ceanectica with 
planning, procuring, distributing and investing 
funds. This should include the prevision ef funds 
for new investment. 

- Financial Operations - all transactions concerning 
foreign exchange. All debtors1 and creditors1 

transactions including coapencation. 

Book-keeping - co-ordinating and susaaarising becking 
for the OOlSsi book-keeping fer the Kombinat| OW» 
and inter-OOUK accounting 

- Management Accounting - overall «spansibi 1 ity for 
annual planning, costing eyetea», budgeting centrel 
and manageaent information systeas. 

- Development and Technical Services - everall respeaaihility 
for the developaent af aeaagemeat inferaatien, budget 
and costing systeas and the prevision of technical aid 
and expertise as and when required by the financial 
departments of the 001)18. 

- Administratif ana «arsenal lacerna - all canini.tretiea 
and personal income services fer the Finance Division 

2. Application to the Oncratlaa Divisioni 

Within the Operating Divisions, the key unit is the 0CUI( 
the higher levels of orgaaisatiaa merely being cc-crdiaatiag 
units, firstly at the Z00U1 level and eventually at 
Koabinat level. Each OOÜt therefore requires te have ite 
own Finance Section, which will cever the following wide 
range of financial and economic activities t 
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 [l all aspetta ef keek- 
keaping an4 aee«anting ine lading pcriMMl iacea», 
•rtiMtiM accanatine, Mttrial aceaaating, eteek 
aceeanting, petty teak an« eeatinaaaa  inventery. 

 i    «11 »«pact» nf naa>agencat 
aceeanting »»4 ceatrel, iaelacUng mmmmì planning, 
coating ay a tea», toégatary CM trai  naed aanagiaiat 
inférantita syateae. 

At MOU» Imi, wtore appropriate, a fiaaacial «epartaeat 
will ala« to neceeeary ta ee-tr«iaate na* aaaaariae ali 
ta* keek-keeping an« aceeanting aetivitiaa af tac itoiTicaal 
OOUftS.    Tilia Oapartaent stoni* to relatively aajall aiaee 
it  ia carrying »at a ce-eriinating anal »aaaariaiaa, fa»eti«a 
enly. 

Alttoagk fall respansikility far tto aefciaTeaent of epcrnting 
plana in financial terns  Ilea witk tto Operating Diriaiaaa, 
ttore skaal« to no ee-er«inatiag finaa>cinl depnrtaeat 
within tto Operating Diviaieaa at Keatiaat l«Tel, tkia 
faactien toiag carried a«t within tto finance an« Cannareial 
Diviaiens. 

3.        Ana>lieatlan ta Fatar, toralanaant Attiri tita 

Twa actiTitiaa inveì?lag finança an« «caaaaies, «hick ara 
Mt witkin tto aeapa af ény-te-aay •paratia« ara l 

Lang Manga Planning 

New Investaeat 

In aar opinion, totk atonie to pee it iena« in tto Fatare 
ActiTitiaa Dlvisien aa tto finança anal ncaaaaics aepecta 
af ttoae fnnctiena are anly part af tto ejalti-aitfialine 
tackaianaa wkick atonie to aap Ilea ttore. 

Lang langa Planning atonic ke eaaeemael vitk tto Tear +2 
•avaria,  tto Tear *1 toiag handle« to tto aanaal planning 
praceénraa. 

All New IaTcataaat aepacta atonia to in« arpa ratte ia 
dapartaeat witk tto eicentiea af tto praweaeat faciliti«« 
far nateriale, eerrieee an« finança ««kick a toa 14 to carri a« 
ant ky tto Finance an« Caanarcial topartaants. 

C      alflAIIIMATl«. Of T» IWCTIW - FCTM JCT1Y1TIB 

ActiTitiaa wkick are ceaaected witk tto pea it la«, af tto catarfria« 
ia tto fatar*, tot wkick ara toiag «arrie« «mt at tto prêtant tiae, 
are Ter y inpertaat far knainaaa reaalta totà in tto a tort anal 
lang tara.    Ttoae activities ara vary e «api es an« naraally are 
aalti-disciplianry.    Ttot it way we prepaee tant all actiTitiaa 
eeanactad with tto fatare eavelepnent af tto Kaahiaat, ato waick 



- u - 

are involved  in  forecasting the marketing,  technological, 
HiMie and financial  changes «boula to  organised in 
separate «nit«  and nade the responsibili ty of ito Deputy 
Central Director   far Future Activities.     This «nit should 
comprise  the organisation of the  following activitiesi 
(tec Chart  No.   *i) 

strategic   market research 
new  product development 
economic   studies  in connection with development  »lana 
economic   evaluation ef the  effeeta   ef new prejeeta 
frnnomr  analyses  for investment aregrammes 
project  planning and control 
design work  for all kinds  of projects  in  connection 
with  the  construction ef new plant,   including inapection 
servicing and co-ordinating all  esmsmereial  and financial 
activities   in connection with anil «ling new plant. 
general   activities  for new prejeeta  including general 
administration, project planning,  Maintenance,  personnel, tte 

1.       Basic Duties of Denutv General Dirottar fur lutare AtUTtiJII 

The  basic   function of the Deputy General  Director  for Future 
Activities   is to co-ordinate (plan,  organise, annage ana 
control)  all  the activitiea within  the Kombinat and  ite 
constituent coapanies, which are   connected with  the 
fulfil latent  of the development plana,  in accordance 
with  the  objectives and policies  approved by the  aelf- 
aanageaent bodies and General Director of  the Kmmminat. 

The  specific responsibilities of   the Deputy General Director 
for Future Activities are as fol laws  I 

to  ensure that the development objectives will be 
clearly defined and femulated, net only for the 
Koabinat as a whole, hat ala«  far each individaal 
00t» and ZOOMI 

to  initiate and te organise the work and plana for 
develepaent in the kombinat and for  individaal 
001IBS and ZOOUMS 

to propose these plana  ta the  self aanagsaent bodies 
and when they are accepted,   ta organiae all   the 
neceaaary activities for the  fulfillaent of  the pi 

1 

to to   invulved continuously  ia analysing the  position 
ef  the Koabinat in the aarket,  especially ia  caaes 
where   it is necessary far nan» palieiea to to  femulated 

to  lead and balance the development plans and) progress 
in  individual 001)18 aad to arrive at decisions ia 
accordance with the financial   pes i tie* of  the laahiaat 

to ce-eperate with external  tachaologists and) professional 
institutes. 
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la erder te carry eut these  duties and other duties 
which will be specified  Ut«r in a detailed Job 
Specification,  the Deputy General Director for Future 
Activities will have  the  immediate aas is tant'e of, 
ami be ahi e  to delegate IMH  responsibilities   to   t 

1 

Director of Impartaient   fer Long Range Planning 

Director of New Investment Department 

2.        Basic Functions of the Pe—rftat far UM Range Flamin«. 

The  positioning of  thia  Divi «ion at Koabinat  level   is 
deliberate since it  is neceasary to plan all   the eiisting 
resources of  the Kombinat and  its constituent companies 
in order  to  reach the specified objectives   in  the given 
period of  tiaw.    This means   that the basic  duty of   this 
Départaient  is  to evaluate all  the activities necessary 
to  fulfill   the objectives  set by the self management bodies 
of  the Koabinat.    By setting-up this Department,   the 
Kombinat should obtain the  following benefits   I 

inside  the Koabinat there will be created the ataospèere 
in which attention to  changea will be a continuous 
regular activity,  and mat a Henee-eff" occasional 
happening 

»agencent will  be provided with adequate  inferaatioa 
regarding the present ana future paaition of th« 
Koabinat 

all creat;  e people  inside the Koabinat will  he 
Mobilised for defining»  projecting and iapl eaten ting 
the best possible alternatives for future development 
plans. 

The   final product of  the work of this Department  ia  the 
ferawlation of a long range  plan for the development of the 
Kombinat - but it ia net the  final objective of thia 
Department.     Its duties are  broad,  and comprise the security 
that  the Kombinat will uae   the alternative courses of 
development open to  it  in  the best possible way,  because 
management  will be better  informed. 

The  approach to the Lang Mange Plan should he systematic 
using appropriate techniques  for problem selviag as  the 
occasion arises.    The cycles  through which the deve 1 spawn t 
plan will be managed ana ime work implemented are  i 

Establishment of Objectives - by answering the euestioa • 
"What dees the Company wish te achieve?" in aman tita ti ve 
terms 

Estimati»« the rrca«^ Pos i tie. - by analysing the 
Company's current pos i tien amé control ef the 
environmental factors,   ta answer the amestlea "what 
is  the Coapany's  true  pasitiea today?" 
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Definirne tfciltratw . by   finding the answer  to   the 
«••tiMI - "lew Wrt can  1 t can  the Coapany bridge the 
distance between the present position and objectives.*" 

- frtl»riti«H H>€ In»leataf ti— af Plan.,  that is 
transferring the strategy inte action 

- ÇWUIIMM C«U»1 -4 levis ion of Plan. - to en.are 
that the plans will he aedi fi cd in accordance with 
changes. 

The aicro-ergeaisatien structure ef the Department will 
be designed later, basically, the Department will have 
the following sections   t 

strategic aarkct research 
new product development 
econoaic  stady and analysis 
preparing and analysing pregra 
and decision 
central  of the efficiency ef new projects 

s  for investaent 

This type of organisation structure in the Department 
should ensure that all activities connected with fatare 
deTelopae.it will he successfully co-ordinated and she* Id 
help ensure that the fatare development of the Keahinat 
will  he  successful. 

3.        lection of   the Mew laws» 

Realisation of   investaent  is   the   final  phase ef development 
activities and this phase  is very important for the  haainess 
results  of  the enterprise.     Large  investaent projects  are 
la the aajority in the aamhiaat,  are very reap lex aad)  the 
present organisation s trac tare ases net aake it easy   te 
previde an efficient method far managing these types  ef 
projects.     The Department's  responsibility fer  t 

Project Planning 
Project aad Design werk 

- Censtrmetien ef Buildings ft Assembly ef Plant 
- Erection of Buildings amd Plant 

should he combined with general   responsibility for the 
success of  the project aa a whole.    This could he achieved 
by using the matrix type ef organisât leu, en which the 
aataal responsibility of experta  la some fields weald he 
combined with the responsibility of project aaaagers  far 
co-ordinating all activities  ia arder to achieve efficient 
resalts. 

This type ef organisation sbemid facilitate the sacceesfal 
aanegeaeat of projects in the ammainai through I 
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enouring the evalaatien ef programmes,  tiaings ef 
•tart« «Ml length in planning terna 

ensuring adeeaate information especially regarding 
ta« aTai lability ef finance funda ncceaaary for ta« 
project in each phase ef ita implementation, and the 
ansami  ef werk which a heal 4 he acceapliabed within 
each phase 

enonring aicfaate information regarding the relation- 
ahip hetveen the e tage ef werk eeapleted and the money 
e pent 

•nearing that the ceaseuuence ef any changea will he 
accounted far, eapecially eencérning the following t 

changes in coaditiena for financing 
difficalties daring iaplesentation 
e.g. changes in hailding construction, 
ee^i patent specifications, changes in 
installation etc 
work which was net forecast and 
delays ia eoapletiea 

Tho proposed organisation should also ensure that 
successful smnagemeat of iadiTidaal projects is reached 
throng» i 

tho aoe ef appropriata nethods for progressing the 
activity ef each ef the iadiTidaal experts engaged 
en the project (architects, engineers, constructional 
eng inaerà and ethers)  in order to carry out the 
roani red re lane ef work ca—aasarate with tho aaount of 

to he spent 

the design ef ainple and clear information aya tene, 
concerning the necessary activitiea and del irery dates 
for the work of each individual aonher ef the teas ef 
experts engaged in the project aad alss the inter- 
ceaamxaicatiea hctween then 

the noe ef control  infemetiea ia order to have a 
clear picture ef the anoant of work and noney which 
has  aeon undertaken and spent, and also to ha ahle to 
forecast the cena annone es ia the case of eventual 
el 

Thio information ayote« for IadiTidaal projects should 
he part ef a uni form systen for erery project in the 
Kooohiaat (hy the tora •project1 is neaat all  the cosatisi 
activities in constructing a aew factory or plant - 
design work, coatractiag, constructing, haying eenlpmeat, 
aasaaahly end plant erection) 

»mon eos i gala« a aew aya ton, it is Tory esseatial to have 
an integrated aya ton hocanse i 
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•11 programmes should b« made at the level at which 
the activities take place; this means that each 
manager would have the type of information beet suited 
for aaking decisione at his level. 

data which is collected regarding costs and delivery 
times should be the saae for all levels| otherwise 
there would be confusion and chaos 

Duties of the Project Manager 

In order to improve the present organisation of the New 
Investment Department, it has been proposed to introduce the 
function of Project Manager. The responsibility of the Project 

Manager will be as follows t 

to decide the general strategy and to control all the 
activities connected with his projects, regardless 
of where the activities happen 

to assist in making the plans and to get the plans 
approved by all organisations involved with the project 

to control all activities and to take any necessary 
corrective action 

to request control reports regularly about activities! 
to take the necessary action for successful completion 
and to inform his superiors in case of necessity 

to be responsible for all expenditure connected with 
the activities of the project 

In order to have a successful involvement in the duties listed 
above, the job of the Project Manager should be carried out byt 

experts with enough authority, who are ready to take 
the risk and responsibility for such duties| management 
of the Kombinat must have full confidence in these 
people and they should have some experience of 
management 

project managers should have the responsibility to 
manage their project - nothing else 

To assist them in their duties, Project Managers should have the 
help of the experts in the New Investment Department. Sections 
in this Department will change in accordance with needs, but 
basically it would appear that the Kombinat should have, as 
permanent activities, the following t 

preparation and control of projects with financial 
and commercial service for Project Managers 
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design work by mechanical, electrical, metallurgical 
and «ining experta together with supervision of 
construction 

civil engineering design work with experts for general 
planning of  layout etc and adequate experts in other 
necessary fields. 

design work for energy production and for automation 
and control 

In order to increase the knowledge of the Project Managers, 
they should all be educated in using up-to-date management 
techniques,  such as   t 

operations research -      cost planning ft control 
decision theory -      value analysis 
planning financial results -      network planning 

By a systematic approach to the education of the experts who 
will undertake the above very important functions,  it will 
be possible to build up an organisation which will be efficient 
in managing new investment projects in the Kombinat,  in order 
to fulfill the objectives decided by the seIf-management bodies 
of the Kombinat and 00UR8 

6.    ORGANISATION OF TBE FUNCTION - CO-OBPIHATIOM Of COMMON SmWICES 

The term "Common Services" refers to jobs which are carried out at 
Kombinat level to satisfy the needs    of the Kombinat and OOURS, 
for example  t 

organisation development 
computer and information systems for the Kombinat 
personnel matters 
legal matters 
self-management affairs 
internal audit 
general affairs  (security, publicity,  protocol etc.) 

To co-ordinate these activities throughout the Kombinat, the 
General Director will delegate responsibility to two Assistantsl 

Assistant General Director for Organisation ft Personnel 

Assistant General Director for General Affairs ft Self- 
Management Matters 

1.    Function of Assistant General Director for Organisation and »trimM 

The basic function of this position is to co-ordinate (plan, 
organise, manage and control) all notivities in the Kombinat and 
its constituent parts connected with the development of efficiency 
of organisation and education of personnel for successful work, 
in order to fulfill the objectives and policies laid down by the 
Self-Management bodies and General Director of the Kombinat. 

1 
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Til« Assistant General Director has  the following specific 
antics i 

to propose to  the General Director and Se If-Management 
bodies, objectives, policy and concrete plans for the 
development of  the organisation of  the Kombinat and OOURS 

to propose to  the General  Director and Se If-Management 
bodies, policy and plans  for  the development of personnel 
in accordance with the  long range  interests of the 
Kombinat and regions where  the Kombinat has its plants. 
Ht is responsible for planning how to  reach these 
objectives. 

to organise  the  co-operation with scientists, experts, 
professional   institutions and  other bodies and to co-ordinate 
the necessary action to develop organisation and personnel 
in the Kombinat. 

to organise and co-ordinate   all activities  in connection with 
the safety of workers and   improving working and  living 
conditions. 

In order to fulfill  this function,  the Assistant General  Director 
will  have the assistance of,  and  will delegate  some of his 
responsibilities to 

Manager for Organisation and  Development 

Manager for Personnel 

2.    function of Assistant General Director for Se If-Management 
MÉ ftitr»! A/f|HT»t  

The basic function of this position is to co-ordinate  (plan, 
organise, manage and control) all  activities  in connection with 
tarn  development of  the self r jiagement system  in the Kombinat 
•ad   its constituent parts,  the  inter-relationship between  OOURS 
•ad  lOOUIS, and also  in connection with relations of the Kombinat 
with Government, social and local  authorities and other bodies 
outside the Kombinat,   in accordance with the objectives and policy 
decided by the self management bodies and the General Director of 
the Kombinat. 

Tao Assistant General  Director has the following specific duties: 

to organise all  activities  connected with the work of the 
telf-aanagftBfent bodies at the Kombinat level and to 
instruct the responsible bodies in OOURS and ZOOURS. 

to organise information about all legal  regulations,   to 
control the internal application of these regulations and to check 
the  implementation of all decisions of the self-management 
bodies. 

to re pre a eat the Kombinat  in the Law Courts in the case of 
conflict of interest. 

to organise and co-ordinate   all activities necessary  for 
security and all  activities  cennected with the military 
service of employees. 
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1» order to fulfill  thi    fun« tion,  the  Assistant General 
Director will have the assistance of,  and will delegate 
•OM of hie responsibilities tot 

Manas*'' of Self-management Affairs 

Manager of  Internal Audit Department 

Manager of Legal Affairs 

Manager of General Affairs 

7.       nmm pmooiAtttt or wot 

The acceptance of this macro-organisation structure proposal 
with basic divisional responsibility at top level of management 
will enable further work to be carried out en the following 
activities i 

the preparation of job description«   including a definition 
of the basic functions,  repsensibility for planning• 
•anaging and controlling work,  for certain key Managerial 
positions at Koabinat level.    This would be carried out  in 
co-operation with the sen who will be appointed to the jobs, 

the design of the concept of sacro-organisation structures 
for certain departments at Koabinat level and the preparati« 
of  job descriptions  for soae important jobs  inside these 
departments. 

Ae a result of the acceptance of the proposals,  we expecti 

1. To build a Koabinat Macro-organisation structure which 
will be able to create »ore efficient work in the Koabinat, 
together with  improving the stability of the business. 

2. To obtain an organisation structure which will be flexible 
enough to react to outside changes and to aanage the 
Koabinat in the light of these changes, 

3*      To  improve the co-ordination and co-operation between 
individual Directors and Managers and organisational units 
by having a clearer definition of responsibilities and 
duties for individual  positions. 

k. To create the opportunity for achieving better results ia 
all areas in the Kombinat, and ia this way to iaprove the 
operation and efficiency of the self management system. 

D.   BftÇTioy yo pyopoBAj^s 

This report on the proposed macro-organisation structure was 
eventually considered at a 3 day meeting of the full 
Collegium (elected Beard of Management) towards the end of 
July,  1973»    The following conclusione ware conveyed to the 



1 
-   y* 

Cenemitanta   in writing i 

1*      Tha pr*>ntd macro-organisation structure shows soné 
instaran»«ta co«pared   with the present one, but  it is 
net completely framed   in accordance  with the current socio- 
ecmalic  and se lf-unn amènent conditions;  in addition, there are 
para enne 1  problems  in  filling some  of  the newly-created 
position*   (that is,   there is no suitable Director available). 

•tarine   in   aind   these   constriction»  and  the point that 
any  improvement in organisation should  be  the result of 
historical evolution,   an alternative  structure  is given 
in the  appended chart,   (chart No.5)  which contains the 
fallevine proposals: 

(i)    The  General Director should be   in direct comunicati«« 
with the General  Managers of  001 TIS and ZOOTHS 
and Deputies  for  certain groupa  of  functions or 
activities. 

(ii) All   cannon functions should be  centralised  in a 
"Ceejnen Services"   Od!*. 

(iii) Under present conditions,   it   is   best  for the Kombinat 
that  the General   Director should  also be  the General 

[er of the Cenasen Services   OOOR. 

(iv) The  Deputies  to the General  Director should  bet 

(a)     Deputy  for Technical   Affairs 

(h)    Deputy  for Econonic Affairs 

(c )    De pat y for Organisation,   Personnel and General  Affaira. 

Activities connected with the   self-management systen 
and   internal audit  should be  the direct responsibility 
ef   the General Director, and  these Departments should 
werk along vertical and horizontal   lines of 
commninication. 

(v)    The Managers of   Divisions and  Departments  in (Mils and 
ZOÍUP.S should  he   the members   of  expert co-ordinating 
cosami tip* within   the  franework   of  their respective 
divisions (tli.it   i*    Technical,  Commercial,  Financial, 
Economic etc. ) 

(vi) The  function of   purchasing equipment and selecting 
suppliers should   be carried eut at Konbinat levai  for 
all   OQUIS and  ZOOIJUS. 

(vii) New  Investment activities such  as construction work, 
(including project control and management )should be 
decentralised  te  OOUR and ZOOU* level, with functional 
litania to the  respective Divisions  (Mining,   Iron and 
Steel and Metal   Producta). 
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2.      la addition,  the following  ite« require   further investigation 
ami clarification before a final decision can be reached! 

(i)        Should  the commercial   work in connection with 
the new  investment be   located   in - 

•rcial   Division  (but complete  in order   to 
have a uniform commercial function)? 

or Technical  Division (in the   Maintenance  or 
Investment Department)? 

(ii)      Should one  part of  Industrial  Engineering be   located 
in the Technical Division (Department for Planning and 
Preparation) and another part  in  the Organisation 
Division?    If  so,  the details  of  what should be   in 
each must be decided. 

(iii)    Should  the Marketing Dvision  retain  the title 
Commercial  Division because   it   is  more adequate   for 
the  present situation,   and since   in  this Division 
there will  be  other activities a»  well as those 
concerned with marketing? 

(iv)      Skeumi  the administrative jobs  and   stocks  in  the 
Commercial  Division be decentralised and the  .jobs 
delegated to  the respective OOURS AND ZOOURS? 

(T)        Should the Managers of  the Commercial Departments  in 
the  (MUMS and  ZOOURS also at the  same time be  the 
Product Managers? 

(ri)      Should  the  financial  activities  for new investi 
he  located  in the Financial Division? 

•nt 

(vii)    Should  there  be more  rationalisation of the  technical 
administrative work of  the Internal  Rank? 

(viii) Should the activities  connected with strategic  market 
research and  long-range planning be delegated  to 
the Economic  Division,  as well  as   internal economics? 

(Lt)      Should the Job Evaluation function be located   in 
the Economic,  Personnel or Organisation Divisions? 

(x)        Should there be  formed  in the Economic Division, 
a section for analysing the Government's economic 
system and decisions? 

(si)      Should  the Company's  representatives, located   in 
various parts of the country, be responsible to the 
Commercial Division or to the Deputy of the General 
Manager for Economic Affairs? 
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(xii)Should  the organisation  Department be  responsible to 
the Deputy for Organisation, Personnel and General 
Affairs? 

(xiii)Should  the Computer Centre be  located  outside  the 
organisation Division,   or should it stay within the 
framework of this  Division for the time  being? 

(xiv)Should  the Management  Information System be 
located  in the Computer Centre  (Organisation Division) 
or in  the  Financial  Division? 

(xv) Should  the  Department dealing with General  Affaira 
be  separated from Personnel? 

(xvi)Should  the administrative,  technical-research work 
for the  further development of the se If-management system, 
some  of which  is currently being carried  out by the 
Organisation Department,  all be carried  out by the 
Department for Se If-Management Affairs?" 

At was disappointing    to note  that many of  the   innovations  to 
the organisation structure  which we considered would be most 
valuable  to the Kombinat,  and which are almost  standard practice 
in many  large  Iron and Steel   Companies throughout the western 
workd, were  not acceptable.     The  reasons,  of  course,  for this 
were partly  political  (internal) partly due   to the mode of 
operation  of  the se If-management system and  the  amendments  being 
introduced during this  period,  and, as stated  by  the Collegium, 
partly due  to the lack of  executives with sufficient experience 
and ability to fill certain key positions   in  the  organisation. 

Although dissatisfied and disappointed with many  of the counter- 
proposals  put forward, we had  no alternative  but  to accept the 
decisions  of  the Collegium.     A further set of  proposals 
incorporating their suggestions was therefore  prepared and 
submitted  at the end of  September,  W5. 

Since then detailed  investigations have been made  from time 
to time by members of  the Kombinat Organisation Department staff 
released  to work with us.    This assistance,  however, has been 
so sporadic  that progress has been limited  to  investigating 
in detail  and  providing the  answers to many  of  the questions  put 
forward by  the Collegium.    A start was made  by  the YUCOR 
Consultant on the project of defining the duties and responsibilities 
of individual managers but this has had to  be discontinued for 
the time  being due to lack of counterpart support from the 
client and  lack of decisions  regarding many  aspects of the 
proposed macro-organisation  structure. 

The current situation is that the client is  slowly implementing 
some of  the macro-organisation proposals put  forward in the 
amended report.    However,  changing conditions and personnel 
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probably atan that, without continuine consultant pressure and 
activa aaaiitanot, several years will «lapa« before any real 
iapact i» felt at Koabinat level. 
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AND TRAININO 

The emphasis of the work of the PA/YUCOR te «as in Organisation, 
Marketing and Finance has principally been   on providing 
iisrw organisational and other Modern concept! for the enterprise 
and on equipping it with the necessary basic skills and 
techniques. 

However,  in undertaking this work, certain deficiencies have 
bee one apparent in the basic Management attitudes and 
philosophies of the enterprise; the aain deficiencies  identified 
are as followst 

a frequent failure to think of the enterprise and  its 
operations in financial and profit terns. 

an unaware ne s s of the fundamentals of aanageaent and the 
mechanisms of sound planning and control. 

an unwillingness to make coanitnents and to accept 
responsibility on a personal,  individual basis. 

a tendency to over-formalise and over-structure 
relationships and operations resulting in a loss of 
flexibility and initiative. 

a lack of understanding of huaan work motivation and 
the needs of the individual for personal job satisfaction. 

The training and management developaent undertaken by the three tea» 
has therefore been extended to correct these deficiencies wherever 
practicable. 

In terns of general attitudes, receptivity of new ideas,   interest, 
in,  and understanding of the various techniques used,  there 
was a aarkeil difference between the younger staff members of 
the enterprise and the «ore senior personnel.    Staff under 35 
were generally better educated and of course, had spent the 
bulk of their working life  in the »ore liberalised environnent 
which has existed  in Yugoslavia since 1963.    These personnel 
have derived maximum benefit from the work of the teams. 

Thus, much of the work in the area of management development 
and training was principally undertaken on an individual basis, 
or with the groups of no more than three members of the Company's 
staff.    This enabled the creation of an informal environment 
permitting free discussion and allowed individual attention to be 
given to the specific weaknesses of individual staff members. 

Formal presentations played only a small  part in this aspect of 
the project because the teams were concerned to avoid the 
didactic approach of the foreign expert. 
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PART III 

A       INTRODUCTION 

B       ORGANISATION AND ACTIVITIES OF THE PROJECT TEAM 

C       THE EXISTING MARKETING SITUATION AT HMK-Zenica 

1 Marketinf Orientation of the Enterprise 

2 Existing aarketing organisation 

5 Sales operations ft the Marketing aix 

D      RESULTS AND RECOMMENDATIONS 

1 Organisation for Marketing 

2 Marketing Strategies ft Objectives 

3 Product Policy ft Product Development 

k Marketing Research and Forecasting 

5 Costing and Pricing 

6 Channels of Distribution 

7 Sales Operations and Technical Service 

8 Advertising and Sales Promotion 

9 Marketing In foratati on Systea 

10 Management Development and Training 

APPENDIX - Tables 1 to 10 - Statistical Data etc.  supporting text. 



62 - 1 
A.       DfTlfllMJCTlGN 

Part III of th« Final Report details tht results of the 
programme of consulting work in th« marketing area conducted 
•t R.M.K.-Zenica, Yugoslavia, as part of UNIDO Project 
No. DPAW70/511, Contrsct No. 72/32. 

This Marketing consulting work was conducted by P.A. Internati 
Manageaent Consultants Liaited in conjunction with the 
Yugoslav Centre for Organisation and Development and had 
aa its general aims: 

the improvement of the aenagemant practices 
and profitability of R.M.K.-Zenica. 

the implementation of the recoeasendétions regarding 
aarketing, aade as a result of the first phase of 
UNIDO assistance to R.M.K.-Zenica. 

the diagnosis and implementation of other necessary 
changes at R.M.K.-Zenica to  improve its marketing 
performance and effectiveness. 

the training of R.M.K.-Zenica staff in relevant techniques 
of modern aarketing practice. 

the further development of th« aarketing expertise 
and consulting skills of theYUCOt   Consultant engaged on the 
project. 

Details of the work undertaken by the Project Team in marketing, 
th« results obtained and the recoesmemdations made, are discussed 
in the sections of the report which fellow. 
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Vai* «i the aarketing ite ti on of phase  II of the tot«! 
prejaet vu caajenced at Zanica on 12th 8epteaber 1972. 
flM project tea* fer Marketing conili tod oft 

Mr. Radovan Knesevic' of th« Y<»goslav Centre for 
organisation and Development, under the guidance  of the 
WWi tea« leader Mr.   Pt edrag Hatic. 

Messrs.  Duse* Uresa)»!* (subsequently appointed aa the 
now Coaawrcial Director of R.M.k.-Zenica, 
Nafcaaaod Alio fendili,  and Mehaedalija Urodzalitf,  of the 
Caaatrcial Department, R.M.K.-Zenica. 

Nr. Anthony Randera on of P.A.  International Manafeaent 
Consultants Liai ted under the superviaion of the 
P.A. Project Leader, Nr. Janes Thorburn. 

Hiia toan liaised cloaely throughout the project with 
Atailar leaained operating te ana fornod to undertake 
caaaaltiag work in the areas of Management Organisation 
as«! finance. 

fan werk of  the aarketiag teaa was programed and undertaken 
in fear aain stages as fol lews i 

1 Fact Gathering 

2 Analysis and Diagnosis 

J        Presentation of sacaanondations 

H        taploaaatation and liacatiea 



- 6* - 

IMI BUSTING SITUATI« AT IUI .M ..«Uly 

Details of the present Operations of M.M.I.-Zenica, raieront 
as background to tbo project «ad ita ree osjsendat ions, art 
provided under the following boadingaf 

1 Marketing Orientation of the Enterprise 

2 Present Marketing Organisation 

3 Sales Operations and the Marketing Mix 
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1        Marketing Orientation of the Enterprise 

As • consequence  of  the market environment  in which  the 
enterprise  opérâtes,   it   is   far more  oriented towards 
production  than  to marketing. 

A tendency  also exists   in  some  sections  of  the  organisation 
to view marketing as  being   irrelevant   to Yugoslav conditions 
and  to  see   it as  being  the   product of  aa alien   ideology. 

Others view marketing ami marketing personnel  with  suspicion. 
This has   arisen through   the  actions  of  certain marketing 
personnel   no  longer with   the enterprise,   who attempted  to use  the 
marketing  concept as an excuse   to expand  their personal   power 
and  prestige within the  enterprise. 

At some   levels of  the enterprise,   there  appears  to be  a 
belief  that the enterprise  (irrespective of needs  or benefits) 
"ought to have marketing"   in  the  same  way as   it "»light  to have" 
computers   or operations   research   i.e.   for prestige   reasons. 

Overall   there exists   little  recognition  of  the need   for,  or 
advantage   to be obtained   from, sound marketing management 
using modern  techniques. 

The enterprise needs  to develop an  increased awareness  of, and 
contact with,   its  customers and   its  needs. 

It can however,  never be  a market-oriented company  in the same 
way as  producers of cosmetics,  detergents  or soft drinks.    The 
very nature of the  steel   industry with  its high technology and 
intensive  capital   investment precludes  this.    Steel   is a 
basic   industrial commodity,  not a consumer product to be bought 
on  impulse.    Marketing must act as  the  guide and servant of 
production not vice-versa. 

2        Present Marketing Organisation 

In place   of a conventional  head office Marketing Department 
B.M.K.-Zenica currently has  a Commercial Section which 
administers  the  following operations at the head office  level. 

- Sales planning 

- Sales negotiation 

Sales service 

Sales promotion 

Advertising 

Market research and analysis 
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Pricing  research and analysis 

External  freight,  transport  and  Insurance 

Export  salea 

Import» 

Purchasing 

The Sector, because  of  its  location at  Zenica,   also undertakes 
the  invoicing function» on behalf  of the   Zenica steelworks. 

The combination of  sales and purchasing activities within a 
single départaient   is customary  in Yugoslavia and  is unlikely 
to change in the   immediate  future  because   it offers benefits 
in organising payment for debts via "compensation". 

The  Purchasing Department accounts  for approximately k&fc of the 
total number of  people employed by the Sector.     Staffing 
details of the Sector and of its various departments are 
shown in Appendix  1.    It should be noted  that the bulk of the 
Sector's personnel  are engaged on clerical and administrative 
duties. 

The current organisation structure  of the Sector  is as  followst 
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In addition, each plant location has,   attached  to it,   sales 
and purchasing personnel ur ter  the functional  control  of the 
head office Comercial Sector.     These  people are, however, directly 
responsible to the management of the particular plant in which 
they operate and form part of the Commercial  Sector of that 
plant.     This function is essentially clerical. 

The size   of the Comercial Sectors in the plants varies 
considerably,  depending on the volume  of production and 
hence warehousing facilities  (see Appendix l).    Typically, 
these  sectors are organised as   follows t 

COMMERCIAL DIRECTOR 

SALES 

OFFICE 

CTOR | 

PURCHASING 

OFFICE 

WARBIffJSING 

AND 

TRANSPORT 

Fifure   2        Generalised Structure of Co—ercial Sectors 
Currently at Plant Locations 

The recent Yugoslav Se If-Management Amendments  potentially 
necessitate  a considerable re-distribution of  duties  and responsibilities 
between   the coassercial  sectors   at head  office  and plant levels. 
The practical   implication of  these amendments  was discussed 
in PAM*   I  of  the Final  Report. 

The present organisation of the  Commercial Sector reflects 
the nature  of  the marketing environment  in which the enterprise 
currently operates and  is essentially  well  adapted to  it. 

Emphasis   is on sales negotiation and  administration,   rather 
than on Marketing, as is to he  expected «n a non competitive 
supply-starved market. 

The marketing expertise  of the  company  is concentrated  in the 
head office Harket Research Department from whteh nucleus a full 
modern Marketing Department can be developed when the need 
arises. 

The Market Research Department currently undertakes activities 
such as  the following« 
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Advertiaing 

Long rangt deaand forecasting 

Distribution studiti 

Determination of aarket potential for new products 

Studies on the efftct of altering terns and 
conditions of  sale etc. 

Préparation of cases for submission to 
Government price control tribunals. 

Monitoring foreign supply and price fluctuations 

Analysis of factors affecting domestic deaand 

Management education  in aarketing philosophies 
and techniques. 

Nach of the werk is however undertaken on a sporadic, 
occasional,  basis because of a lack of staff. 

The current sales operations of the enterprise sad its use of the 
varitas elements of the aarketing mix (product, price, place 
«si promotion) are described under the following headings  i 

a 

k 

c 

a 

t 

f 

I 

Product Range and Quality 

Sales Planning 

Method of Sale 

Ute of Distributors 

Prices, Discounts and Conditions of Salt 

Advertising,  Sales Promotion and Service 

•apart Sales 
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Product tout and Quality 

Under the  production specialisation arrangements organised 
by the Union of Yugoslav Steel Producer«,   the enterprise 
doea not offer a complete range of basic  steel products.     For 
instance,   no sheet or alloy steels  are  produced. 

Within its  own area of specialisation -  rolled mild steel  products 
the  range  of products offered is  further  severely  restricted. 
As an example, because of  the shortage  of  production 
capacity and the  snail size of the  Yugoslav market,  only  two 
angled steel  profiles are produced  for  the construction 
industry,   whereas well over 100 are  produced by West German 
steel producers. 

In the finished avetal products area,   ranges tend  to be more 
complete  or at  least adequate to  satisfy  the aajor part  of 
Yugoslav demand.       Significant gaps  still  occur 
however as,   for  instance,  with seat  springs for automobiles 
when the  enterprise offers only a  single   large spring and 
not the  smaller companion springs  necessary to complete  the 
seat assembly. 

Déficiences  such as these and the  general   short  supply  of  its 
basic steel  products are well recognised within  the enterprise 
and are  tho origin of many of its  expansion plans  such as 
those for  the steelworks at Zenica  and Ljubija and for wire 
production at Alipasin Most, Sarajevo. 

The products produced normally comply with Yugoslav,  German 
or other  recognised standards.    However,   in areas where  production 
facilities  are poor (as in Prnjavor),  or whereth» plants have 
been established in under-developed areas, without   labour of the 
necessary  skills being available,   compliance with these  standards 
has proved difficult and reports  of  poor quality control  have 
been received. 

In essence,  production limitations  are  responsible  for  the 
current dificiencies on product range and quality as well  as 
output.     Marketing can currently be  of   little assistance  except 
by way of  reinforcing within the  organisation the already 
perceived  need for  improved and extended production facilities. 

This situation will  change in the   future,   but under the  present 
circumstances, the task facing R.N.K. marketing personnel can 
only be to facilitate and optimise  the sale of whatever can be 
physically produced. 
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Salea planning is subservient to production planning. 

In the preparation of the enterprise's annual operating 
plana,  a production plan it first prepared, aiaed at 
optimising available plant capacity«     Hila indicates the vol 
of each product type which the plant  will aalte available for 
aale. 

A provisional   sales plan ii then prepared, by the commercial 
sector using average net idling prices set by the Collegij 
(or Management Board of the enterprise).    Thia provisional 
flan details  the quantity to be aold within each product type 
i.e. volume of particular sises,  shape a, apecificationa etc.) 

on the baais of the previous year's  sales to specific cuatosaers. 

This interi« sales plan is then reviewed in the light of 
production optisi «at i on needa and of   the overall revenue generated, 
to produce the final operating plan. 

The quantities available in this final  operating plan are 
then allocated to customers and distributora aelected on the 
basis of the following criteria 

their total potential usage of  R.M.I,  producta 

their ability to pay 

the extent of reciprocal business 

the custoaer's paat relationship with and loyalty to, 

Contracts are then negotiated with these selected customers. 
Any balance of production remaining  ist 

exported 

exchanged with other steel proeheeers in the eastern 
Sloe in return for other steel  producta sore aaleable 
in Yugoslavia 

passed back by head office te ties plant for aale aa 
and when opportunity arises. 
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Method of Sale 

The products of R.M.K.-Zenica are all  aold under contract, 
generally on an annual beali.    Negotiation! with customers are 
normally undertaken in Noveaber for aupply during the following 
year and generally take place at the Zenica Head Office, or at 
one of the R.M.K.  Planta.    It ia noteworthy that, deapite 
difficult internal tranaport within Yugoslavia,   the cuatoaera 
com« to the producer rather than vice-versa.    This reflects 
the dominant status of the producer in a non-coapetitive, 
under-supplied market. 

Contracts are negotiated between senior personnel, generally 
at Director level.    The coapany does not employ salesmen 
or possess any fora of field sales force. 

The annual contracts negotiated are for  the supply of an 
agreed total tonnage with specifications and delivery schedules 
flexible.    A rise and fall clause is inserted to allow for 
changes  in the government-fixed prices.     Contracts are 
received every three aonths when detailed, firm,  specifications 
and delivery schedules are agreed. 

Should a customer require products from more than one plant 
separate contracts for each plant are prepared.    Details of 
the number of contracts negotiated for  1973 are shown in 
Appendix 1. 

Contract negotiations for 1973 have been disrupted because 
of  the current  industrial  liquidity crises and the Kombinat'a 
unwillingness to enter into supply contracts with customers 
who are  likely to prove unable to pay forthe goods supplied. 
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üB« of Distributors 

R.M.K. Zenica,  in «Hon with the other Yugoslavian 
steel producers,   is heavily reliant on distributors, 
sales    to who« account for over 60^( of  total turnover, 
This practice has arisen  in order  tot 

provide econoaiy in terms of order and 
delivery size 

transfer the risk of bad-debts away fro« the 
producer 

reduce the capital invested in factory stocks by 
transfering responsibility for stockholding away 
fro« the producer. 

Distributors are  classified into  four categories dependent 
on purchase voluae and the industry they  serve.     Each category 
receives  slightly different conditions of purchase and teras of 
settlement which are agreed annually by  the Union of Yugoslav 
Steel Producers. 

Sales to distributors of   scarce concrete-reinforcing steel  is 
nade conditional   on their ordering fro« R.M.K.   specific  quantities 
of  f hi shed «etal  products  such as  screws  or nuts    and bolts, 
which could be more advantageously purchased elsewhere because  of 
the competitiveness of  the market. 
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Price«. Discount! and Condition» of Sale 

Max i aw prices for virtually all  products are fixed by either 
the Federal  Executive Council  or the Governments of the 
various Republics.    Prices  for rolled steel products were 
formally fixed on the basis  of a  formula related to average 
West European steel  prices,   but  the use of this has been 
suspended as an anti-inflationary measure.    Trent's  in price 
for  representative steel products are given in Appendix I. 

Quantity rebates apply to most products except rolled steel 
which  is  supplied at the fixed price  irrespective of quantity. 
The quantity  rebates are based on annual usage and are paid 
as a  single sum once a year. 

Discounts are not given to distributors who instead are allowed 
to add freight costs onto  the base  price and then  impose a 
government  regulation surcharge  of between 3 and 1% dependent on 
whether  the goods were consigned direct from R.M.K.  to the 
end-user or were sold ex-stock by  the distributor.    Distributors 
are  sometimes  forced by market  pressure to themselves give 
discounts  to users of certain finished metal  products.     This 
discount  is  provided from the  surcharge applied by the distributor 
or from the quantity rebates  received. 

Terms  of payment vary with product,   season and the  industry 
of the user.       Rebates are  offered  for early payment and 
surcharges applied for late  payment.    Cash with order  is  insisted 
for non-standard production runs. 

Virtually all  goods  sold for domestic consumption are offered 
and  supplied on an F.O.R.  basis. 

Non-standard production items normally require cash with order 
and special   surcharges are applied where pricing regulations 
permit. 
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AdvortiliM. galea Promotion »ni garvio. 

Tue eoapeny has a 1973 advertising budget at 5,000,000 Dinari 
representing approximately 0.13)1 of current external saleo. 
At ehovn in Appendix I this expenditure covers corporate 
advertising, product advertising and participation in trae« faira 
•t«. 

Btyond tbt preparation of a catalogue, ttehnical brochuri• 
and occasional participation in eeainars etc., little by 
way of rain pronation it conducted unleee over-production of 
a particular lina haa occurred. 

Cuatoatr contact ia ainiual apart from the annual negotiations 
and quarterly contract reviews (alao generally held on the suppliers 
preaises) unices a eupply, quality, or payaont preblea arieee. 

Technical service ie provided by the relèvent production or 
technical departaent as needs arise.    Production of defective 
quality is never accepted for return, hut hecoass the subject 
of negotiation for a price reduction. 
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B.M.K.  Unie* has established ne offices of its «MI in 
foreign contrit and ii ro pre tonto* abroard by the Yugoslav 
entorprise  "rrogre!" 

The enterprise'! effort to 4«te kos been intemittent due to 
the pressures of local deemnd.     Bétails of recent esperti ere 
shown in Appendix I 

Approximately 120,000 tons of steel preotects, chiefly 
railway lines and csit iron pipes are esporteé annually to 
laotern Bloc countries in direct exchange (i.e.  no currency 
changes hands) for steel products enea as eeaaa and rolled- 
steel sections in short supply in Yagos lavis. 

An office  is Maintained in Belgrade to undertaket 

negotiations and contacts with Bastera Bloc 
steel producers 

organisation of foreign transport and insurance 
on esport salea and infarto 

liaison with   "progres" etc. 
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1.        Organiaati on for Marketing 

UM  P.A./ïlJCOR project   team on Organisation and Management 
Deve lo paw nt  han r.bmitted  to R.M.K.-Zenica  it» recommendations 
on  the »oat   suitable marro-atructure   for  the organisation of 
the  head  office 001IR of  the  enterprise   in   the   light of   the  Self- 
Manngement  Amendment a.     In common with most  other recommendations 
•ado   by   the  P.A./YTICOH   teams,   these  have  yet   to be   implemented 
although  their ultimate  acceptance   in  a  modified  form appear« 
highly  probably. 

Hie «e   recommendations*  allow  for  the  creation of a new Market i mg 
Sector  to   replace  the  existing Commercial   Sector.     The   new 
Marketing  Sector would   he  under  the  control   of a 
Marketing  Director   reporting  directly   tu   the  Deputy  (Jeneral 
M ree tor,   Finance and  Marketing. 

This   section  of   the   report   detail *   the   propon«Is   of   the 
P.A.  1fl"COR project   team*   in marketing   for   the   internal   «trueture 
of   similar   «ertor«  at   plant   (MMH and   MMN It   levels. 

These   recommendation»   have   been  arrived    »t   after   considerable 
discussion   of   the  need«   and   current   problemi*  of   the   organisation 
«i «ht 

Departmental   Head«  and   «taff»  of   the   em «ting 
cnmmterrial   «ectnr   of   R.M.K.-/en i r a . 

•irector«  and  staff«  of  commercial   «ectar» 
of   the   plant   (MNHS 

The   R.M.a1.-/cnic«   Organisation  Kfr tsr 

gurector*  of   relèvent   sectors  of   «he  R.M.K.-lenirà 
Organ i«at ion  I ike I v   to  be  affected   bv   anv  »f   the 
mrttmnsed  change*. 

The   atmrture   proposed   has   been designed   with   the   fol I »wing «im* 
in «inai. 

To   implement   the  SUMí i f ira« i*n»  made  necessary  bv   the 
amendment»   to   the   Self  Management   istw.  «1  Yugoslavia. 

TH  give  a   -I rut «are  capable   of  absorbing and   fostering 
ike   future development   »f  the »nti-rsiu»,  and   the 
meaple  within   it,   wtthuut  needing major mod if ira« UM« 

in  the  future. 

To   i mm I »meni   the   be»t   aspect»  »f  antéern organisa« UHM I 
and marketing practice» bearing   in mind the current 
and   likely  future  businasa and  aar lai   envi ramment   uf 
Ytsgaatavia. 
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Th« structure developed in accordance with these aiat 
la described in the following sectional 

a.      teste Approach and Philosophy 

k>.       Macro-Structure of the Marketing Sector within 
the Read Office OOHR 

c. Market in«  Hectors of  OOUR'R - Not Pons in« Part 
of a loom. 

d. Harket in« Sectors of (NNW« - Forain«- Part of a 
toot*. 

e. Harke ting  Sector« at  KMNH Level 

f. Read Office Harket in« Menearen Départaient» 

g. dead Äff ire  Steles Pr naso t ion Départaient 

h. Read Off ire Basest ir   Hales Department. 

i. Read Off ire Bauest ir  Purr Has in« Repartaient. 

J. Read Off ire foreign Trade Bepartawnt 

h. Read Off ire CeaaYrial   Opera ti MIS  BepariSH>at 

I. laaleaentat is«. 
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roach and rhiioiunhv 

The approach adopted ha«  been to consider the   likely needs 
of R.N.K.-Zenica when  it hns expanded  its production  to 
satisfy Yugoslav demand and when  it hau   secured greater 
control   over   it» Markets   i.e.  when the  proportion 
of  its  saIei« nade  to distributori has  fallen  to about   'id to k'Sf 
of total   nales.     At   thin  tiae the mater of direct  customers 
the enterprise will   be  servicing *' "   have  risen     substantially 
•nd will   be  of   the  order  of 1HMH)  or mor«' accounts. 

No  specific   cogriisunce  h«*  been   taken  of   the  possibility 
of H.M.K.-/.emeu  iicquiruig or establishing   11 H  own distribution 
network     und  operatine  steel   service  centressurh as  exist   in 
turope   und  North  Asserirti   (see  Section <K>).     Such  outlets,   if 
established,  would  be  separate  (MMWS and   their  organisation 
•tracturc  would  be   independent   of  the   structure  of   the 
Marketing    ector of  the Head Office MM« or of   the cosasele la I  Marketing 
sections   of   the  present   Manufacturing OQtW AND ZOW»>. 

The structure  proposed can tolerate wide  variations   in the 
level  of usage,  by   individuai  Manufacturing (MMIts,  of  the 
facilities  provided bv  the Marketing Sector  of  the Head 
tfffice 

A basic   concept   to  the  proposed   s true turf   i»   the  e lassi ficatiat 
aff users  of  steel   and  aterí   product a   into  three  categories - 
Minor,   awdiua and kev. 

are   those  whose  total   potential   purchase«  of 
lenirà praéWts are  s«  saw II  as  to renaVr  servir tnf 

than «arrnnwir,     These  users  constitute   that   share   of   the 
•usines«  which will  always be  serviced bv distributor». 

      are  the  paret»-purchasers of  a particular  product, 
loss   of  even  one  of  which wauld  severely   i tipa ir   the profit 

perforamnre  »f an  individual  Mill or MttlL    h>v  users Must 
raaam direct   rustnawr»  of  the  enterprise and MMst   be provided 
with a high  level  of  set . ice.     It   is highly  desirable  that 
hath the MMV MMMV  itself and  the dead ©fffire (MMtMarket iag 
tartar  arr   involved   in negotiating with,  and  servicing,  these 
aceMUMt> . 

'Jjt arc  eeswaMiral Iv  * igni fit ant  purchaser*  of a 
praéwrt,   whe d« not   fall   intw either of  the ahave categories, 
their service needs an a particular preeWt are prehablv lower 
than tlieae  of hay  rustaawrs.     They caa  therefere he  serviced hy 
asM-apecialist  staff  frati the Read iff tee ferhetta« Sec ter withe*t 
assistaMce fra« the aMMMtfaetartMg Mitt, MM*. 
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It should to noted that a particular cuataawr «ay be a hay 
«aar far ana particular product fra« a •pacific Manufacturing 
NUl/MOUR,   tot only a Media« or alitor uoar for other producta. 
flath a cuateawr would tton receive ••erialiaed eervic* on the ana 
preduct and non-specialised aarvice an the  ream Inder. 

••«ally a «ingle cuatoaer amy he a key uaar of the prodtarta 
of three or four Mtm/KMHHS.    he would than receive 
•pariai i it 1   aervice fron each of theae OOUR/lOMW. 

this concept  of key, Meditai and Minar uaera  ta of particular 
Mac  in establishing,  at the cuatoMer  level,   the reletienehip 
totween the MIR/SMIt Marketing personnel   and  theae of   the 
•end Office OCXS.     It tossa   aaaiata  in defining  the role* 
nece**ary organisation structure of each. 

Raaentially  the proposal   is  for the ttm/MWVi to  service  Ita 
hey cuatoaera with apecialiat  ataff  in ron junction with  aemor 

paraonnel   fra« the Read Office Marketing  Hector. 

NediUM uaera  www Id he serviced ay generali at   staff provided 
ay  the Read gffice Marketing Steter, prohahiy ultiaately 
organ i aed on a  regional  baa i s  in the intereata of er< 

Minor ruatoMwrs would only daal  through distributor». 

It ahould to Matad that the actual definition of bey 
Madiua cuo teaser s can be different for each particular product 
or Marhet and ean therefore, be agreed on an individual basis 
totween the Bead tffice Marketing ierter and each Ml « Malt. 

the appi i rat ion of the rone opt of bey, andina and Minor ruetaanre 
ta «he pr opa oad argaMtaation at rar ture reata t ned in later parta 
af this repart   la atom in tèa following dtagraai 
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8"J 1 
b.   »frcro-Structure of the Marketing Sector within 

the Head Office POUR 

The following is recommended as the macro-structure of 
the Marketing Sector within the Head office OOIJR, 

MOKETIMG 
RESEARCH 
DEPARTMENT 

SALES 
PROMOTION 
DEPARTMENT 

DEPUTY GFNERAL DIRKTOR 
FINANCE AND MARKETING ] 

MARKETING DIRKTOR 

DOMESTIC 
SALES 
DEPARTMENT 

DOMESTIC 
PURCHASING 
DEPARTMENT 

FOREIGN 
TRADE 
DEPARTMENT! 

1 
COMMERCIAI 
OPERATIONS 
DEPARTMENT 

Figuro h nded Structure of lead Office Marketing Sector 

The decision to retain purchasing as    a function of  the 
Marketing  Sector was taken only after considerable  discussion. 
This practise is virtually standard throughout  Yugoslavia 
and provides a mechanism whereby reciprocal   trading can be 
facilitated and the payment of debts by "compensation"  (i.e.  by 
contra involving «any parties)  can be better organised. 

This arrangement  constitutes an  interesting extension of  the 
modern marketing concept  in as much as  it combines all   the 
enterprise's dealings with the market-place  (i.e.   both 
buying and  selling) under a single,  market-01 íented authority. 

Compared to the former commercial  sector,  the major change? 
recommended are as  fol lows i 

the creation of a specialised Foreign Trade Department 
embracing both import and export  transactions. 

the creation of a single Domestic Purchasing Department 
in place of  the two former sections. 

the creation of a Sales Promotion Department  concerned with 
product and market promotion as well as advertising. 

the creation of a Commercial Operations Department 
concerned with transport, credit and compensation, clerical 
activities etc. 

The  reasoning behind these changes  is described  in   later parts 
of  this report dealing with the organisation of  each  specific 
department. 
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Sector« of OWKS Not rorai in »art of 

Figure  1 show*  the  struct uro proposed   for  the ccnaaereial/ 
Marketing sector»   in  ihr  immediate  futuro,   for thou» MXIM vao 
do not  form part   of  H  community of OODRS (MMR!*).     Il  should be 
noted  thai  the  structure can be varied within wide   lini is  to 
aeet   the  specific  needs of   individuili   plants. 

own 

Í5 
IA! 

TO« 

SAI** 
ABNIN. 
MANAtilll 

numAsiwi 
XANA«»* 

nunmmiiT 
tANAfiHt 

•MUNIi 

Invoicing     'eiterttal 
etc «fj purchase* 

"inter- 
•e,  ern.1        ^^ 

«ale» . 
..  à      «MI« purchase» •inter  OMV ' 

«ale« 

rigare 1 kl SM ti MM   af 

tao principal   innovation »ugge«ted   in figure 1 la  t-a* creation 
of "raduti    Manngera.     Depending »n  ine raaaleiity  «f  ine 

>t   range an SMI any elect   tu nave aure  than une  Freenet 
»r 

fae ansie f aneti on»«  of  the Predaci  Managers weald he  ta ensure 
tlMt  tae sales objectives far the products  m his charge aro 
achieved and  to act   at  *« direct   link  he twee«  the Mill and  its 
aarketa.    Specifically a Product  Manager weuldt 



reprenons   Ihp  (HUIR ut    ill   ti(>|(ut i.it mnu  with  key 
customers  and  service   tho*e  CUKIIIIBIT- 

provide   tortini m I   «etvire 

inform   tin-   fin tory,   oI    ihr  i hoii^uiy   icilmu'Hl 
r oqu i rompili «  of   it«  MI« tornir- 

próvido   the  001 H   wild  enmpetitii<  ,   nun ket   .nut 
ornnnmir    intelligente. 

develop,    in  i nn |iiiii l ion   wild  Henri   (Iff i « !•  Hurlo«! inj! 
I»»'i «ninni* I ,   «jMMifii   unit ki t i un   piai,-    im    ili.    pi uttiir I * 
i • i tri r-1    h i -   rout i •> I 

develop,    i M  i on pirn i n H   w, ' 111  Ih   ni   Off i.i    pi i-.mut i ,   -peiifii 
»avert I «• um  HIM!   promet i miii I   pimi«    Im    ih,   IHM H>   ptudint-. 

piOHMili-     tilt      -nil      n|     Ihr    001 HS    pi...tili   I i|.    c.,111111M   lj.ui    with 

HVnd    Ofllll     pel  -olllh   I     \ I .1    pillili    I pn I   I I'll    M      llrtlll       f.lll- 
«lid   »I>«III»I -,   pi »>|»HI .i i i on   l'I    t »« it ii 11 ,i !    I i t • i .i i n i •    mi. 

rii»i«-ii«i   f i ow   ihr  H« id   Oft H«     -it, i    motkiiutjt   te-t«irh 
»K    t »    IMTi'mnn     fill    tin     «m i r«-fu I    i«bi I ki  i I lit!   of    Ihr 
(MMHí<  pruduti- 

fini I i r i pnt e   m   the   pt "dut i   iti'M li.|wii'i i   pi "y i .umm    .if   tho 
till I I e   i iiiaptiiiN    h\     iitiMi i i f \ win    I I.,     ut . it -      f    111,     ii-.i- 
of   the   prndm t «   mid   therein    iitent it\    oppmtitnit i#>«   fi t 
bwth  hi«   <MM!H and   it niei|ui«e    « i    I nt¡. 

In   tro I« t innati 11>   in   lin    INHHs,    t hi    h« - i.     I um i um  ..t    i||. 
aV«d   Offne   Zirkel uijí   -film     i *   in   pt\td»    «pei i 11 l -id 
•fr*ltf«   tallirli   tin    IIMIIVHIIMI    OOTttS   ,t I une   iitiilil   mil    er minali t « I Iv 
,»*•< i f \   «lid   in   t noni muli'   Un    M l i \ i ' i . -   nt   Ho   INN Ms   fin    the 
rMBJKHi   good. 

Afford l n* I v ,    there   inn«!    evi-i    .i   numi»,  i    t.f    t une l i uno i     link» 
•otvwen    urli  (M H ,»inl   (In   HeHil   Oftue   iln.>ugh  *hi<li   . <>-mdi liât nui 
und   I IH i «on  iMii   I like   pl.tci.      Ihi'  woif    latpm t ,«tii   .if   t|i,»r 
ill   term:-   "f   MMikeliiiK   unit   mimeii ml     f un. 1 i MI-    n.     ii.wii-i'it 
in  Munii   ti. 

L'IJÎLiî 

Itmtpl   ^toi»   ni ^Hi ki tuta Aron*   bri wen (KM II «mi   H^ail Ufficy 

IH   Afì'lVITY' Hirtd   Oft i»e   Nei (ioti   li .>     i un   uni 
uiidei I ttk i IIJì    lini« l i IIII.I I   . <     H i il i UH I i on 

Varohou« l tl|( ('numere IH I    0pei.il ion«   Ile pi» i 1 inrnl 

Transport tomme n ut I    Operai ion.«   Ih-pat traen 4   nuil 
Ihierlor    fnr   Co-uni nuit i ou   uf   l'iati-poi 
and   SuppI ics 

1 
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(KMIH ACTIVITY 

Head llflicc   Seri ion   linining and 
undertaking   function«!   ro-ordinai ion 

Furch«*in« 

Salen Aduini-<i rut ion 

Produí-i   Manager 

Purchasing  Hepar tmcnt ,   Foreign  Trade 
Dop«itment 

rommerrial   Operai ums   Department,   Finance 
Ser tot 

Siili»  Dcjia i i nu n i ,    NIU'H   Pi ninni i on 
Department,   Marketing  Research   Department 
Foreign  Trade   Depart ment ,   long  Kange 
Planning   Sector 

In  the  middli    l<>   long   term,    t-   marketing     \iniii«i    develop«   within 
individual   (HUMS   H    i >-   r ei urmm -tided   thai    tin    Oi gan i «a I i una I    •* t i tie t ur e 
¡«hltOTl    Ml   MíHI i     ">   «hull Id   tie   modified    'hlottgh    the    i l'eut urn   oí     lile 

pant   of   Market ittg   Direrior   a-   -shown   m  Haut'    T. 

*'*""    •   Ht'H'«»   M»  Lotmf   lei m  Hi gam »aU oh   oí    Mo   t im», M I« ! 
anti »irhft.tM NiHum.   mW%« 

Ctt-aNiMt ion   oí   the   »fínili*^   of   the  <HH* Marketing  Ihrer tut«   * 11 I 
be uná>r taken   vit.   the   He.«d  (»flue   Marketing  Dire« toi.      In  a   number 
of «rea«     where   produit   rang«-    ire   compi ementar \   there   »ill   he   .1 
need  for   1 on« idei able   direct    liai ami  between  (KM H  Marketing   Duet turn. 



1 
Seclora of OOHHS Fornii» fart »1 a ZOQU» 

IndiviitMl (MATHS handing together in form H ZOOIiR (or 
(«•amity of OODR8) will delegate their market in« and 
CMBMrcial   reaponaibilities  to  the  /(MMR. 

They will,   therefore,  not  have a market i rig sector. 

fhcy May.  however,   retain «owe authorit>   over warehousing 
«Hi Materia la  control.    Thia will   need ro-ordinat ion at   the 

level   aa outlined  in Section e which fol Iowa. 
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«arasti.« Sector, at «WHIR U'Vel 

It  it recomended  thai,  ¡it  the  comuni ty of  001JR level,   the 
Marketing/cowaercial   fune li on»  conducted on  behalf of  the 
individual 0011RS  should be organised on a basis  identical 
with that  shown earlier  in Figure«  'S and 7  for  independent 
MURS. 

Transport,  purchasing,  salea  administration and  the product   Manager 
functions will,   therefore,  be  undertaken by  the ZÍKMH.     In 
•édition  i*  will   be necessary   to roOordinate   the warehousing  and 
Materials control   functions  performed by   individual   (KMRS.     A 
Warehousing fo-ordinator will,   therefore be  necessary a«  «hnwn  in 
figure H. 

IrawMrui 
•»KT« mm Ì 

WMÜCfj 

sssso 
I? 
...4. . 1 

¡et 

mwr*k*iwi 
i L 

11 nuNspmiTl iMUMmsiNci 

Invoiring        'Esternai 
fur ¡"archaise* 
- esternal 

sale« 
- inter-tüHI 

SAU> 

•|ntet-<NM* 
Purchase* 

figure  M 

As with   I néep«»«dent  ON««,   tkw  ab*ve  slrurture «a%   be smdified 
la the  futare   to create  the   past   of Marketing  Ihrer tar. 

file  interact»«»«  »f  tbii «trueture  with staff  at   the Head Office 
level  will  be   idem irai with   that   atom earlier   in figure  ». 



t 





1.0 Il 2 8     IUI 2 í 

122 

I.I 
20 

L25 11.4 • 1.6 

Ml.  Ui •' i >I'V    l'I •-.Hl IHK iN    M   .1    '  M.Mv 



- 97 

Head Office Co—ere ia I Que rut ioni Dcmrtneiit 

The reconeended structure of thii new Department ia as fol lows t 

COMMERCIAL OPERATIONS 
MANAGER 

COMMERCIAL 
ADMIN. 
DEPARTMENT 

EXTERNAL 
TRANSPORT 
DEPARTMENT 

CREDIT AND 
COMPENSATION 
DEPARTMENT 

WAREHOUSING 
AND STOCK 
CONTROL DEPARTMENT 

Figure Ik   Reco—mied Structure of «tad Office C 
Oprati on» Department 

rcial 

The functions of this départaient are all concerned with 
advising on, and co-ordinating activities at the OOUR and 
ZOOUR level. The Credit and Compensation Department will 
act as advisor to the whole enterprise on these natters 
which require close liaison with the Finance Sector of the 
Head Office OOUR. 
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f.        Head Office Marketing Research Department 

The current Market Research Department embraces advertising 
as one of   its major functions.     It is recommended that the  function 
should in  future be undertaken as part of  the  responsibilities 
of the new Sales Promotion Department.     The recommended 
organisation of  the modified Marketing Research Department 
is shown  in Figure 9. 

INFORMATION 
COLLECTION 
DEPARTMENT 

MARKETING RESEARCH 

MARKETING 
PLANNING 
DEPARTMENT 

ÜAMGJ2 

DEPT.  FOR 
RESEARCH FOR 
ANNUAL PLANS 

Ultimately to Jjong Range Planning 

\ STRATEGIC ',   • PRODUCT 
i AND •   • DEVELOPMENT.* 
! ECONOMIC •   ' DEPARTMENT  • 
! RESEARCH DFJTJ , RESEARCH DEPT.'   •----•-•' 

Figure 9    Recommended Structure of Head Office Marketing Research 
Department 

The above  organisation reflects  the need  to distinguish clearly 
between research and planning   for current operations  and  the 
research  and planning for  futuro activities. 

The operations which the  enterprise must undertake are  of 
two  types. 

Operations concerned with  the day  to day running 
of   the  enterprise and achieving  its annual  plans. 

Operations conrerned with  the future activities  of 
the  company,   its development and  its  long term plans. 

When a  function encompasses  both types  of operation,   as 
happens at  the moment,   it  is  virtually  inevitable that 
day to duy problems take precedence over,  and are undertaken 
at the expense  of,  problems  regarding  the  future. 

It  is for this basic reason that the P.A./YUCOR team  in Organisation 
and Management Development has  recommended the  formation within 
the Head Office OOUR of a Long Term Planning Sector dealing 
exclusively  with the future development of  the enterprise. 

This Long  Term Planning  Sector must  include  certain marketing 
elements  notably product development and strategic 
and economic  research. 
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Suitable personnel   for these  functions are however,  difficult 
to  obtain in Yugoslavia.     For this   reason  these  functions  have 
been  temporarily located w  thin the Marketing Research Department 
of  the Marketing Sector to  allow personnel   to be developed and 
groomed for these  specific  roles. 

Such  temporary positioning will also facilitate  later  liaison 
and  co-operation in  both an  informal  and  formal  basis 
between the Marketing Sector and  the  Long Hange  Planning 
Sector. 

In the Long Term,   the basic  responsibility of the Marketing 
Research Department will  be  to research and develop the  annual 
marketing plans of   the total  enterprise. 

Through the   Information Collection Department,   it   is envisaged 
that  the enterprise  will  be equipped with  facilities to  undertake  its 
own  field research  necessary for product and marketing planning. 
The department would act  as advisor to all   sections of  the 
enterprise  on the  efficient  collection and uso of   field  di?ta. 

The  Department  for  Research   into Annual   Plans would 
undertake all  marketing research  required  by the enterprise  for 
the  development and  succesful  implementation of  the annual 
plan.     It would undertake   the bulk  of  the  marketing  research 
currently conducted  by  the  existing Market   Research  Section 
(see  Section C l).      It would be responsible for providing 
regular markets and   competitive  information on all   factor 
which might  affect   the achievement  of  the  annual   plan. 

The Marketing  Planning Department would undertake   the 
actual development   of operational   marketing plans   on behalf 
of  the 001JHS and the  enterprise at   large.     It would also 
establish control   systems   to monitor the operation of  the 
plans developed and  to ensure that  the necessary action  is 
taken. 
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•amé Office Sales Promotion Department 

UM task of this newly created Department would be to 
proejote the enterprises'products through planned promotion» 
avverti ting and customer service. It is proposed that 
Group Product Managers be appointed to take charge of specific 
product groups such ast 

Mineral products 

- rolled steel products 

wire products 

- finished metal products 

- etc. etc. 

The Group Product Managers would work in association with the 
Product Managers in the OOURS and ZOOURS but would promote 
the total product range available from the enterprise as 
a whole. 

Organisation of the Department would be as fol lows i 

GROUP 
PRODUCT 
MANAG» 

SALES PROMOTION 
gm  _ 

feTHHl 
'GROUP 
• PRODUCI ¡ 

MANAGIR ! 

ADVHtTISING 
MANAG« 

Figura 10       teco—ended Structure of tha Bead Office Hales 
Promotion Department 

Specific activities of the Group Product Managers would bat 

advising on and implementing special policies 
and marketing plans relevant to the products 
within their area of responsibility. 

co-ordinating the marketing mixes of the individual 
00UR8 and ZOOURS. 
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participation in seminars, exhibition!, trade fairs, 
special promotions etc. 

preparation of technical literature 

participation in field promotions, market development, 
technical and after-sales service« 

Tlie advertising function would be carried on as at present, 
with the possible addition of a professional Journalist to 
undertake the preparation of public relations type press 
releases thus meeting a current pressing fieet of the section» 
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h.        Head Office Domestic  Salea Department 

This department will  have  the  responsibility,   in conjunction 
with the product managers at the OOUR and ZOOUR level, of 
implementing the enterprises1 Yugoslav sales plan. 

As outlined  in Section D.I.a.  a major innovation  likely 
ta be necessary in the  future will  be the creation  of 
Regional  Sales Offices.     These will  facilitate the   level  of 
customer contact necessary to the enterprise when  it finds itself in 
a more competitive market environment. 

These  regional  offices would best be  located at Republic 
Capitals or on the premises  of certain strategically located 
OOURS such as Novi  Sad.     They would provide a  service to 
all  OOURS by dealing with medium customers on a comnon basis 
rather than have the OOURS deal with these non-pareto customers 
individually.    Costs would,   therefore, be reduced but the 
enterprises  total marketing effort would become more effective 
by having closer geographic  contact with its customers. 

The organisation    structure  recommended for this Department 
is as  follows. 

X 
DISTRIBUTOR 
SALES MANAGER 

DOMESTIC SALES 
PER ¿ANAJ 

HEAD OFFICE 
SUPPORT STAFF 

FUTURE REGIONAL SALES 
MANAGERS AND OFFICES 

Figure 11      Reco—ended Structure of the Head Office Poi 
Sales Department 

»•tie 

The Domestic Sales Manager and the Head Office Support Staff 
in conjunction with the various OOUR and ZOOUR Product 
Managers would negotiate with key customers of the enterprise. 

The Regional Sales Offices would negotiate and service the 
medium customers of the enterprise. 

The Distributor Sales Manager would sell to and service   those 
Distributors having the role of servicing those minor customers 
whose size does not warrant direct service by R.M.K.-Zenica. 
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The concept of a Distribution Salea Manager ia another 
innovation.    Currently Distributora account for over 60Jt of the aalea 
of R.M.K.-Zenica, and the enterprise is obviously highly dapnndtnt 
on their good-will for the future.    As a class of cus toare r  they 
differ significantly in their needs and probiens fro« the 
direct steel user.    Accordingly a separate selling force haa 
been reconnended to the enterprise to deal with theai. 

Filling the post of Distributor Sales Manager is of arac h 
greater importance at this point in tine (See Sec.  D6)  than 
the creation of regional salea offices.    Pending the  creation 
of the  latter offices,  their role of selling to nediua customers 
can be undertaken virtually ianwdiately by the product-oriented 
sales aections currently in existence in the Head Office 
Coaaaercial Sector (Section C  1). 
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Head Offici •tic Purchasing Dtptrtwnt 

It is envisaged that this Department will have the fol loving 
structurel 

PURCHASING 
MANAGER 

CONSUMABLE 
PURCHASES MANAGER 

CAPITAL PURCHASES 
MANAGER 

Figure  12     Recommended Structure of Head Office Domestic 
Purchasing Department 

This Department contains the existing Purchasing Service and 
commercial  service for investment with the exclusion of 
staff transferred to the purchasing  sections in the OOURS 
and those staff concerned with foreign trade. 

The Consumable  Purchases Section will  have the task of 
co-ordinating the purchasing activities of the OOURS and 
the "communities of OOURS".    In addition it will directly 
negotiate with  suppliers whenever it   is apparent that 
better prices  or service can be obtained by consolidating 
together the  separate individual  purchases of the OOURS. 

The Capital  Purchases Section is essentially a purchasing 
agent acting on behalf of the New Investment Sector and its 
project teams.     Its role will be to negotiate fori and 
administer,  the  supply of goods within the specifications 
laid down by the New Investment Sector. 
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Bead Office Foreign Trade Depart—nt 

The structure recoaaended for this Departaent dealing with 
both iaport and export is as follows! 

FOREIGN TRADE 
MANAGER 

EXPORT 
DEPARTMENT 

BELGRADE 
OFFICE 

'PROGRES IMPORT 
DEPARTMENT 

Figure 13     RacoMwnded Structure of Head Office Foreign 
Trade Depart—nt 

The objective of this restructuring of existing departaentt 
is to consolidate the foreign trade expertise of the coapany 
into a coaaon service so as to facilitate • 

the exchange of goods with the Eastern Bloc 

the export of goods to the Western Bloc 

the ftnding of iaports requiring hard currency 

the ultiaate establishment of joint iaport/ 
export offices in key foreign centres. 

The Iaport Departaent would contain the present Saction for 
Purchasing Iaport ed Equi paent.(f roa the Purchasing Departaent 
for New Investaent) and the Iaports Section (froa the Purchasing 
Departaent).    The Export Departaent consists of the present section 
located in the Sales Departaent. 
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Implementation 

Implementation of tht organisational recoemendations contained 
in this section requires the following steps to be undertaken 
by R.M.K.-Zenica 

Step 1. Finalisation of the internal deliberations 
regarding the se If-»»nageaient amendments 

Sept 2. Agreement on the P.A./YUCOR Macro-Organisational 
proposals for R.M.K.-Zenica. 

Sept 3. Acceptance of the proposals contained herein 
for the detailed organisation of the proposed 
Marketing Sector. 

Step '». Preparation of Job Specifications 

Step 5. Agreement on Salary levels, conditions etc. 

Step 6. Selection or recruitment of suitable staff to 
fill vacancies. 

Step 7. Training of staff in the job-skills required. 

In the absence of fins final dicisions on the basic steps 
1, 2 and 3 the P.A./WCOR tea« in Marketing has concentrated its 
efforts ont 

inforan 1 management development and education sessions 
with selected ambers of the existing commercial staff of 
R.M.K.-Zenica likely to fill key poets within the new 
organisation. 

introduction of new techniques for Marketing research, 
product development etc. Hkely to be of use within the 
new organisation's frtewwerk» 

participation in formal seainars held within R.M.K.-Zenica 
on Marketing planning techniques and Marketing organisation. 

discussions on Methods of implementing the proposals 
including the preparation of tentative timetables for imple- 
menting the changea, discuaaion on training budgets, salary 
levels, basic skills required by personnel etc. 

the preparation of formal training courses ready to 
be given at a suitable later date to personnel such as 
OOlfll/ZOOUR product Manager a and departMent heads. 

This work will be continued by the YUCOB marketing consultant 
until proper implementation can commence and on-job training 

can be conducted. 

1 
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2.   Marketing Strategic» and Objectives 

The 1973 commercial and marketing policies of R.N.K.-Zenica 
embraced the following stratigiesi 

To optimise the enterprises liquidv rather than 
its sale» voltane during 1973. This has been 
dictated by the current liquidity crises within 
Yugoslav industry.  In effect it implies refusing to 
supply domestic customers of doubtful liquidity. Production 
unsold will be held over as stock or exported rather than 
sold in the domestic market so that the organisation's 
financial health will not be put at risk. 

To establish regular representation and supply on 
certain key foreign market».  Earlier export effort 
has been irregular and haphazard.  In the past, 
export orders fulfilled in one year were unable, for supply 
reasons, to be duplicated in the year following.  The 
enterprise now intends to allocate regular supplies each year 
to certain key potential markets in the Middle East and 
Africa. This will prepare the way for a major increase 
in exports following the expansion of plant capacity 
in 1975/76.  In 1973 exports are being greatly assisted 
by the current world steel shortage. 

To influence the government to re-introduce the 
parity of Yugoslav steel prices with those of Western Europe. 
Yugoslav prices are currently ÍO-H/Í below those of 
Western Europe. A corresponding price increase would be 
of major advantage to the enterprise and its expansion 
plans. Parity i9,however, seen as being of particular 
importance in the future. Any future imbalance favouring 
other European Producers could potentially disrupt the 
financial health of the enterprise. 

To research and prepare the market for the new products 
which will eventuate from the enterprises expansion 
plans. 

To minimise raw material and consumable stocks held by 
the enterprise to improve ita liquidity position. 

The company has established as a long-term strategy the reduction 
of its dependence on distributors from 60% to k0%.    Action 
on this has, however, been temporarily suspended because of the 
liquidity crisis. It is considered preferable to have 
distributors carry the potential financial risks rather than 
R.N.K.-Zenica itself. 

The P.A./YUCOR team has examined these strategies in depth 
and considers them to be basically sound. However, as in 
the case of the corporate aims and objectives, little financial 
or market quantification has been undertaken. 

1 
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liiere is, therefore»  no way of measuring the enterprise^ 
success or otherwise  in achieving these objectives. 

lite failure to   quantify objectives can be attributed in 
part to a number of causes such ast 

the lack of valid financial and cost data (Section D5) 

the subservience of sales and marketing planning 
to production planning (Section C».b) 

the lack of an adequate management  information system 
(Section D 9) 

However, the major reason is undoubtedly a failure on the nart 
of the whole organisation either to understand the processes 
of systematic management and control  (Figure  15) or an 
*nfm*ty 

t0 incorporate  these into the »e If-maniement »yftem. 

1 



- ini 

I 
LONG TEm OBJECTIVES 
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The basic problem has been identified independently 
by all P.A./ftJCOR teams engaged in the project. Every 
conceivable opportunity has been used to improve the 
understanding of the enterprises personnel on planning 
central processes, but progress has been slow. 

Quantification of objectives and controlling to them 
implies acceptance of a degree of personal responsibility 
which appears unacceptable to »any members of the 
organisation who are used to reaching decisions and 
accepting responsibility only on a collective basis. 

In order to effect long-tens improvements in this regard, 
the creation of a special Marketing Planning Department 
has been recommended (Section D.7*f«) Thit Department, 
ideally to be managed by one of the R.M.K.-Zenica staff 
members attached to the consulting team, will represent 
a nucleus from which the concepts of sound planning, control, 
and the acceptance of personal responsibility can be spread 
throughout the marketing organisation of the enterprise. 
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3.  Product Policy and Product Development 

••  Itn prêtent Situation 

New products for the steel producing and mining operations of the 
enterprise pose few problems« The enterprise has long-term 
plans involving heavy capital investment to lift its 
capacity and hence to offer an increased range of basin 
steel products. 

The company does however need new products in the area of 
finished metal products in order tot 

provide growth potential for OOURS manufacturing 
products in competitive areas such as nuts, bolts 
screws etc. 

create new industries and hence employment 
opportunities for under-developed regions within Yugo- 
slavia. This is viewed as a duty. 

provide replacement employment for employees displaced 
by the increasing productivity of its manufacturing 
units. 

Product Development in this area is currently the 
responsibility of the Metal Products Sector of the Kombinat 
Bead Office, though frequently, individual OOURS take the 
initiative in this matter and launch new products without 
Head Office involvement. 

The product development record of the enterprise has tended to 
be haphazard and the following problems have been reported 
to the P.A./tUCOR team. 

a shortage of new product ideas. 

unsound, prejudiced, screening and decision 
processes on new product ideas. 
(e.g. "I'll vote for your idea, if you vote for mine.") 

a lack of funds for development. No separate 
budget exists for this activity. 

a shortage of staff to develop the new product ideas 
and the necessary processes (the shortage of engineering 
staff reflects a national problem). 

failure to undertake any investigation of the market 
potential of new product ideas (in some instances 
this was attributed to the lack of market research personnel 
to carry out the work) 
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instances where the resulta obtained fron market 
investigations have been ignored when they were adverse. 

- failures to obtain detailed specifications from the 
market regarding its actual needs. As a consequence useful new 
products have been produced in the wrong sizes or using the 
wrong type of steel or the wrong quality. 

undue delays in the development of new products 
caused by the present compartmentalisation of the 
activities of the enterprise and the lack of overall 
supervision and control of development effort. 

- instances where new products have been successfully 
developed and produced without staff being prepared 
or available to launch them. 

b. 

^ese problems all  indicate the need for: 

- a clear separation of day to day activities from 
activities concerned with the future development 
of the enterprise. 

- a formal  development organisation and formal  review 
procedures, operated within previously agreed 
responsibility budgets. 

- the close involvement of marketing personnel in all 
aspects of product development. 

a planned, systematic approach to new product idea generation. 

- a project management system of controlling and 
progressing development project. 

c      Detailed Recommendations 

Hie P.A./YUCORrecommendations on product development 
involve the establishment oft 

A Lou« Rame Planning Sector within the Head Office 
OOUR, under the control of a Long Range Planning Director, 
lilis Sector would embrace all activities regarding the 
future development of this enterprise. 

A Product Development Committee at Workers Council 
level  to approve product development projects,  allocate 
funds and review progress made on the projects. 

A Product Development Department ultimately to be 
located within the Long Range Planning Sector but 
temporarily positioned in the new Head Office 
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Marketing Sector (See Section D.I.f.).' This 
Department would have as ita principal  responsibilities: 

idea-generation involving such techniques as 
brainstorming, attribute listing, morphological 
analysis,  technological forecasting etc.   etc. 

recósatending new product objectives and programes. 

screening and initial testing of the feasibility 
of new product ideas. 

preparation of preliminary cost and aarket statistics. 

recommending new product ideas for subsequent development 
within the Long Range Planning Sector. 

Project Managers to be appointed to organise,  manage and 
control  specific development projects approved  and 
funded by the Project Development Cornait tee.     The 
project managers would head-up project teams under- 
taking the actual development work. 

Ine size and content of each project team would 
depend on the nature and complexity of the particular 
project.    Participation in these project teams 
would principally be undertaken by specialised staff 
from the Long Range Planning Division.    However, 
the Long Range Planning Director should be empowered 
to temporarily second suitable people from any section 
of the enterprise to form these  teams,  should  the 
need arise.    For all but major projects, membership 
of these teams would be for a specific limited period 
only 

The following diagram details the operations of the  recommended 
development process and indicates the activities and 
responsibilities of the personnel  involved in product developmentt 

DEVELOPMENT 8TA6E RESPONSIBILITY 
ASSISTANCE TO BE 
PROVIDED BY 

ACTIVITIES/TECHNIQUES 
INVOLVED 

IDEA Product All sections of - Brainstorming 
QENHUTION Development the enterprise, - Technological 

AND Department particularly OOUR/ Forecasting 
COLLECTION ZOOUR Product . Attribute Listing 

Managers - Morphological 
Analysis 

- Analysis of Customer 
Needs 

- Analysis of Compet- 
itive product ranges 

- Value Analysis 
- etc.  etc. 
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DEVELOPMENT STAGE RESPONSIBILITY ASSISTANCE TO BE ACTIVITIES/TECHNIQUES 

PROVIDED BY INVOLVED 

SCREENING AND Long Range Planning Finance Sector, - Preliminary cost 
INITIAL Director and Marketing Research and market studies 
TESTING OF Product Development Department,  technical - Comparison with 
IDEAS Department Sectors, OOURS/ enterprise 

ZOOURS etc. objectives 
as required - Technical feasi- 

bility studies 

DECISION TO Product Development Long Range Planning - Preliminary cost/ 
UNDERTAKE Cornaittee of Director, benefit analysis 

•^SPECIFIC 
•DEVELOPMENT 

Workers Council Product Development 
Department 

including 
discounted cash 
flow analysis 

UNDERTAKE Long Range Planning Project Manager - Product and 
DEVELOPMENT Director and Project Team process design 

(drawn as required - Prototype testing 
from throughout the - Detailed market 
enterprise studies 

- Detailed cost 
and profit study 

- Preparation of 
detailed market 
and manufacturing 
specification 

DECISION TO Workers Council Product Development Final cost/benefit 
MANUFACTURE and CollegiJ Cornaittee, analysis including 
AND MAUST of Directors Long Range Planning 

Director, 
Project Manager 

D.C.F. analysis 

PREPARATION TO Project Manager, Full resources - Undertake new 
MANUFACTURE Specific OOUR/ of enterprise - Tooling etc. 
AND MARKET ZOOUR involved as required - Establish prod- 

uction facilities 
- Establish prices 
- Develop marketing 

plan 
- Establish quality 

control and 
industrial 
engineering 
standards 

- etc.  etc. 

LAUNCH NEW PRODUCTS 
Figure 16  Recommended Development Process 
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d.    Implementation 

Pendin« decision» by R.M.K.-Zenica, the P.À./ïUCOR tea« in 
marketing ha« concentrated ita efforts on the role and 
duties of the proposed Product Development Department. 
Initially this will be located in the Marketing Research 
Department and it appears likely to be staffed, at least in 
part, by members of the present market research staff. 

Attention has been principally focussed on idea-generation 
techniques, creative thinking, brainstorming and 
technological forecasting. Informal discussion groups on 
these subjects have been conducted and a course of 
recommended reading material prepared. Translation and 
language barriers have, however, posed problems in this 
regard. 

The formal course prepared for OOUR/ZOOUR Product Managers contain? 
special sessions devoted to creative thinking techniques and 
practical sessions and brainstorming. 



108 - 

*•    Marketing Re «ear eh and Forecasting 

The current Market Research Section of the Head Office 
Commercial Sector containa a nucleus of well qualified 
personnel capable of occupying key roles in the expanded 
Marketing Sector proposed for the Head Office 00UR 
in Section Dl of this report. 

The P.A./YUC0R team closely examined the Marketing research 
and forecasting currently being undertaken and considers 
it to be of high quality. The Major deficiency is that not 
enough work of this nature has been undertaken to satisfy the 
immediate future needs of the enterprise, despite the 
frequent use of external consultant institutes. 

The following actions should be undertaken i 
the enterprises 

>diately by 

the appointMent of additional  staff to undertake 
data gathering, analysis and forecasting. 

the re-organisation of the Market Research Section as 
recoMMended in Section Olf of this report 

elimination of the    salary differential which 
exists between graduate economists and engineers ••ployed 
in the Commercial Sector of the enterprise, compared 
to those employed in financially better endowed 
sections,  such as Production. 

the provision of additional computational facilities - 
preferably, adequate access should be provided 
for mathematical computation on the I.C.L. Computer 
currently being installed.    Otherwise freer access 
should be given to external E.D.P. facilities. 
The bulk of the section's work is currently being 
undertaken on manual  or electric adding machines. 

The P.A./YUCORteam has spent considerable time with the various 
personnel in the section, discussing techniques for 
the field collection and interpretation of data,  econometric 
forecasting, statistical demand analysis and the construction 
of elementary marketing models which should prove of benefit 
to future operations of the enterprise. 

Arising from these discussions, one highly significant 
potential defect was identified in the demand forecasts 
currently in use by the enterprise and the Yugoslav steel 
industry at large. 

The currently available forecasts are all based on historical 
Yogoslav consumption.     (Por examples see Appendix l). 
Such past consumption has in large measure been restricted 
through lack of supply.    It therefore probably does not 
provide a sound basis for extrapolating the future demand 
for steel in Yugoslavia under conditions of free supply. 
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It it conceivable that the Matching of supply with 
deaand  in 1979/76 (or whenever the current expansion 
plana »f the Yugoslav ateel  industry cone to fruition) 
will only be a teaporary phenoaena.    The apparent free 
availability of steel at that tine any pronpt current 
users of steel substitutes (auch as concrete,  tinber or 
in the case of packaging, plastic and glass) to switch to ateel, 
thus re-creating a short supply situation. 

The implications of this defect are currently being 
considered by the Coeaaorcial Sector. 



-   110 - 

5. Coating and Pricing 

Within the marketing area, accurate coat data should be 
available for such operations aat 

the  preparation of  cases for  increased prices 
for submission to Government price-regulatory agencies. 

-      the preparation of  export quotations 

the evaluation of  the net effect on profit of 
altering the level   of expenditure  on marketing 
iaputs such as advertising, promotional effort 
•ales effort etc. 

the  evaluation of  alternative channels of distribution. 

the  establishment  of realistic quantity rebate and 
discount schemes. 

the profit optimisation of the annual  sales plan. 

product policy decisions particularly regarding 
extensions and reductions «f the  product range. 

Product costs currently available to  the Commercial 
Sector are prepared annually by the Economic Sector of 
R.M.K.-Zenica using an absorbed-costing system which 
relies on the arbitrary allocation of   indirect costs. 
Accordingly they do not permit the above operations to be 
adequately performed. 

The taak of introducine a direct-coating system within 
R.M.K.-Zenica is being undertaken by the P.A./YUCOB 
team, in finance. 

In co-operation with this teas,  the P.A./YUCOR team in marketing 
have expounded on the  operation and advantages of a direct 
coating aystea to marketing personnel   in informal management 
development sessions.     In addition,   the formal training 
course prepared for OOUR Product Managers devotes a 
session to the uae of  the concept of contribution in optimising 
marketing deciaion-aaking. 

Implementation of the concept must,  however, await the avail- 
ability of the direct product costa which will result from 
the work of the P.A./YUCOR finance teaas, and the establishment 
of a aystea of responsibility budgeting. < 
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Governaent price control currently allows the 
enterprise little selling-price flexibility. The autonomy 
given to the present Coaaercial Sector of R.M.K.-Zenica 
with regard to discounting these prices is currently 
•iniaal. Maximal perai ssable discounts on individual 
products are set by the Collegij of the enterprise, who 
also set target average selling prices for the Coaaercial 
Sector. 

The introduction of a direct costing systea and an action- 
oriented aanageaent inforaation system should perait greater 
autonoay regarding discounts to be given to Marketing 
personnel in the future. 

._] 
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6. Channels of Diatribution 

The Present Situation 

R.M.K.-Zenica is heavily reliant on Merchants and Distributors 
for the sale of its products. Reliance on distributors 
is close to 100JÍ on the following products. 

concrete steel 

screws 

chains 

agricultural implements 

stoves and fluepipes 

In general terms, reliance on distributors is greatest 
for final metal products and least for mineral products. 
Overall 60%  of the enterprises sales are to Distributors 
and Wholesalers. 

The use of distributors provides R.M.K.-Zenica with significant 
advantages (see Section C.2.d) particularly during the 
current liquidity crisfs faced by Yugoslav industry. On the 
other hand it presents the organisation with some long term 
problems in view of the fact thatt 

the enterprise does not have access to, or direct 
control over, such a major share of its market. 

the distributors possess a low level of loyalty to 
domestic steel producers. In 196?» when world steel 
prices were lower than those in Yugoslavia, and 
import restrictions were temporarily modified, 
distributors had no hesitation in switching their supply 
from local steelworks to foreign producers. 

the use of distributors tends to divorce the enterprise 
from the needs of its consumers. This is a particular 
problem in tenas of generating new ideas for product 
development. 

the distributors, due to the low margins available on 
steel as a result of government regulations, and also 
to the poor supply and service of the steel producers, 
are tending to lose interest in distributing steel. 
Whereas 10 years ago steel represented about 50JÍ of 
a typical distributor's business, it now represents 
less than \0%. 

tided actions to the enterprise in 

••    Recommendations and Actions 

The P.A./YUCOR team has ree 
the following matterst 

that it should immediately create a special sales 

section to negotiate with and provide sales support 
to Distributors. This recommendation is embodied in 
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the organisational  recommendations  for the 
Domestic Sales Department of the Head Office Marketing 
Section contained  in Section D.l.h.   of  this report. 
The major task of  this section would be  to increase 
distribution loyalty.    No action has yet been possible 
towards establishing this  section. 

that the enterprise  should examine  the  relative costs 
associated with different levels of reliance on distri- 
butors.    The Commercial  Sector currently believes that sales 
to distributors at the level of k0% of total sales represents 
the  stratpgic optimum but has no knowledge of  the costs 
likely to be incurred by implementing such a policy. 
Methods of gathering the necessary  information have 
been recommended by the P.A./YÜCOR team,  but no action 
has been taken by R.M.K.-Zenica as yet. 

that the enterprise should examine the possibility of 
acquiring its own distribution network,   leading 
ultimately to the establishment of steel  service 
centres similar to those currently in operation in 
Europe and North America.    The limited range of steels 
produced by R.M.K.-Zenica might prevent such centres 
offering a full  range of products unless agreements 
were reached with the other steel  producers in 
Yugoslavia. 

Establishment of such distribution and service centres 
would present R.M.K.-Zenica with the  following 
opportunities. 

closer contact with the market and greater 
control over  it. 

the ability to  itself  import special  steels 
on behalf of  its customers, which it is 
currently precluded from doing by  legislation 

the ability  to  increase  its profitability on 
many sales from the imposition of the 7% 
surcharge allowed under price control  legislation, 
to distributors. 

the opportunity to greatly increase the 
enterprise's  total  contribution perton on 
steel produced.    On the basis of North American 
experience there is considerably more profit in 
cutting, welding or drilling a ton of steel  in a 
Steel Service Centre than is available from 
producing a ton of steel  in a steelworks. 

The Commercial Sector has viewed this suggestion with 
interest and has, we understand,  commissioned a Yugoslav 
Consulting Institute to examine the possibilities of 
this proposal.    Available details of the operations of 
Steel Service Centres in the U.S.A.  have been supplied by 
the P.A./YUCORconsultant team. 
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7.    Sales Operations and After Salea Service 

a.    Salee Operation! 

Within the present merket environment sales skills are 
scarcely required.  Customer contacts are limited except 
at the time of annual contract negotiations or when problems 
regarding supply or payment arise. When such contacts are 
made they appear to be conducted with professional 
competence. 

The expansion of production and the enterprise1 s intent ion 
to reduce its dependence on distributors, both indicate that 
this lack of direct sales effort will nee A. to change in 
the future. The organisational recommendations contained 
in Section D.I. of this report, therefore, allow for 
the possible future creation of regional offices undertaking 
conventional sales operations within the regions they 
serve. The OOUR/ZOOUR Product Managers, particularly 
those in the competitive finished metal products area, are 
also likely to need a high level of selling skills in order 
to secure the key customers of the enterprise. 

Acceptance of this is, however, far from universal within 
R.M.K.-Zenica.  Opposition to the concept of selling and 
to the idea of salesmen or representatives appears to 
rest ont 

idealogical gounds 

- conservatism and an unwillingness to face the 
prospect of change.  In the words of the R.M.K.-Zenica 
Sales Director - "We have done it this way for 
55 years; no change will be necessary". 

The P.A./VUCOR team has conducted informal management 
development sessions ont 

selling skills 

- sales force organisation and management 

- territory organisation and control 

- salesforce motivation etc. 

with the Market Research Department of the Commercial 
Sector. The extension of these sessions to the Sales 
Department has not been possible through lack of interest 

From these sessions the principal potential problem areas 
with regard to establishing a conventional sales force 
were identified as being: 
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the low prestige and status associated with being 
a salesman in Yugoslavia 

the »roble« of Motivation in tenia of getting 
salesawn to accept individual responsibility for 
the results in their territory. 

the proble« of providing adequate remuneration 
to attract the right sort of personnel. 

the ideological reluctance of the industrial ayste« 
to provide company vehicles for the use of salesmen. 

a siali lar reluctance to accept the concept of 
individual rather than group incentives. 

the possible reluctance of customers, used to 
negotiating with Directors of the enterprise, to 
étal with personnel such as salesmen who «ight be 
lower in the enterprises hierachy. 

the proble« of providing the representatives with 
sufficient technical knowledge to perfora their role 

itely. 

•«e particular area of need was recognised - that of providing 
personnel to assist distributors and export agents to train their 
own sales personnel in the use and sales potential of R.M.K.- 
leniea products. 

Airy further implementation in the above areas must await 
the appointment of suitable per-onnel. 

b.       4i»tr Ulti frmtf 
The organisation currently has no personnel whose function 
i. the prevision of after-sales service. 

Queries and complaints are currently handled by personnel 
in the Sales Department. Where the problems are technical 
or involve product quality these are normally referred to 
the relevant  technical   sectors of  the organisation. 

Ne records are kept of queries or complaints received by 
the Sales Department,  except when they lead to negotiations 
fer price-reductiona arising from quality defects.    A 
valuable  source of action-oriented product data is therefore 
be is« ignored and it has been recommended that complete 
records are kept  in future. 
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Current neeed  for after-sales service  by customers 
is apparently  low,  although  this need may well   increase 
in the  future with the   increasing sophistication of  the 
product range.     It  is  envisaged that after-sales  service 
in the new organisation would be provided jointly by  the 
Domestic Sales Department and the Sales Promotion 
Department. 
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N. Advert ¡Hum and   .Sil«1 H  Promotion 

Ailvci I i Minn o 

Current expenditure on direct advertising represents 
approximately 0.15/& of external   sales,  or 1.7}f of the net 
profit before tax.    Details of the 1973 advertising budget 
are given in Appendix 1. 

Corporate advertising,  principally on  television,  constitutes 
over kOf of the  total expenditure.    The benefits,  if  any, 
derived fron this are clearly intangible although the 
advertisements probably achieve  their  stated objective 
of  showing the Yugoslav people  the size and structure  of 
the enterprise. 

The balance of the expenditure  is on product advertising 
catalogues,   technical brochures,   trade fairs etc., and 
the output appears to represent good value for money spent. 

Advertising agencies of any real  professional   competance 
are a rarity in Yugoslavia and accordingly R.M.K.-Zenica (in 
common with many other Yugoslav enterprises) undertakes its 
own creative work, media selection and media placement. 

In these operations the R.M.K.-Zenica advertising 
department  is handicapped by the   lack of advertising 
test facilities,  and the absence  of useful audience 
survey and readership statistics  regarding the  local  media. 

The generation of  frequent public-relations-type press 
releases,  expected of Yugoslav enterprises of  the size 
of R.M.K.  Zenica,   represents a current problem to the depart- 
ment.    The acquisition of a professional journalist 
to undertake  this work,  as recommended  in Section D.7.g.  of 
this report,   is of high priority. 

The product catalogues,   technical  bulletins etc.  produced by  the 
department are of high quality,   though clear shortcomings 
exist in their distribution.    The P.A./YUCORteam has 
suggested that the current distribution be extended to reach: 

technical  students at University  level 

Yugoslav Embassies and Legations  throughout  the 
world. 

Foreign Embassies, Consulates and Trade Legations 
located in Yugoslavia. 

At present,  virtually no  literature is made available to 
R.M.K.-Zenica Distributors for subsequent distribution to their 
customers nor is any form of advertising support given to 
distributors.    Advertising schedules are not circulated at 
all.    It has been suggested that these defects should be 
promptly remedied. 
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b. Salea Promotion 

In a  supply-starved market  such as exists at present for 
•oat products,  sales pronotion is of minor importance 
and has received  little attention,  except fort 

the publication of product catalogues 
and technical  bulletins (see above) 

participation  in occasional   trade fairs and 
technical exhibitions. 

As additional production capacity becomes available for 
export, greater use of the  latter media will become 
necessary in support of the enterprises export agent  'Progrès'. 

Increased sales promotional activity within Yugoslavia will 
also be necessary  if the enterprise is to obtain rapid 
and pero-snant benefits from the expansion of its capacity 
and product range. 

Within the relatively unsophisticated industrial  economy of 
Yugoslavia,  R.N.K.-Zenica stands as a technological leader. 
Products the enterprise chooses to introduce in future,   though 
perhaps well established in West European markets, will 
represent genuine  innovations to Yugoslavia.    To maximise 
the  benefits obtainable from these  future products, 
considerable market development work and sales promotion 
will  need to be undertaken. 

In the longer-tera the Yugoslav steel  industry,  as 
elsewhere,  can expect to have to  face mounting competition from 
substitute materials, such as plastics and aluminium. 
Meeting challenges  from these materials will require 
considerable effort in promoting the advantages of steel. 

For  these reasons the P.A./YUCORteam has recommended the 
establishment of the Sales Promotion Department outlined  in 
Section D.l.g. 

The basic problem facing the enterprise regarding the 
establishment of this Department  is that of obtaining 
suitable personnel.    At current salary levels,  suitable 
technical graduates with an interest in market development 
will  not be attracted to the R.N.K.-Zenica Marketing 
Departments.    The enterprise must therefore re-examine 
its remuneration structures to solve this problem. 
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9. Marketing Information System 

DOIIüIH  of   I ho  reports wtiich comprise   the present 
marketing information  system of H.M.K.-Zenica are given in 
Appendix  1.     The current system suffers from the following 
defects: 

the reports present all the available data on 
a subject rather than the few key facts on which 
action can be taken. 

various  reports arrive too  late  or too  infrequently 
for effective action to be taken. 

some of the reports fail  to make any comparison 
with the planned performance. 

reports do not exist in many areas where marketing 
management needs regular data for decision purposes 
and action e.g.  customer complaints and marketing 
expenses. 

Preliminary work has been undertaken by the P.A/YUCOR 
team towards designing a marketing  information system compat- 
ible with the  organisational  recommendations made  in 
this report.     Figure  17 shows the  likely distribution of 
information within the revised organisation. 

Further implementation in this area must await: 

acceptance of the recommended organisation 
structure. 

acceptance of the management information system 
for the total  organisation prepared 
by the other P.A./YUCOR teams.     The marketing 
information system must be an  integral  part 
of  the total management information system of  the 
enterprise. 

the ready availability of the expense and 
standard cost data which will  be generated through 
the system of direct costs and responsibility 
budgets being installed by the P.A./ YUCOR teams 
in finance 

the actual appointment of staff  to positions within 
the new organisation.    The human factor is vital 
in the design and operation of an effective M.I.S. 
The fine detail of the system cannot be designed without 
a knowledge of the individual needs and skills of 
the people who are to actually use the system. 
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10.        Ntnutiint Davelonaont and Training 

a. The Client's Staff 

Reference has been aade in the preceding aectiona of this 
report to tho principal areas in which training in 
Marketing Management*, and ita techniques have been given. 
These include! 

Marketing planning techniques 

Selling techniques and aethods 

Sales force organisation and control 

Methods of sales pros»tion 

forecasting techniques 

Field data collection and interpretation 

Product development organisation! and Methods 

Creative thinking and   idea generation techniques 

Advertising strategies and objectives 

Distribution strategies 

Physical distribution policies 

Credit control Methods 

Inventory control 

Directs costing systeas and the use of the 

concept of contribution 

Control of Marketing expenses 

Coapetetive pricing strategies 

Marginal costing for export Markets 

Foreign trade promotion 

Organisation of export offices 

Purchasing policies 

Use of asnageaent inf orasti on 

Additionally, tiae has been devoted to coaparing the operations, 
product rangea offered and Marketing Methods of the steel 
industries in the U.K., Aaatralia and U.S.A. with those 
of Yugoslav steel producers. 

Po rao 1 presentations on various aspects of the work have 
proved necessary on a nuaber of gsscasions,  including! 
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lectures at a seainar held by R.M.K.-Zenica 
on Marketing #rganisation« and Marketing Planning. 

présentations oá the project's work to the commercial 
staffs of individual OOURS 

presentations to gatherings of the Commercial 
Directors of all   the OOUR/ZOOURS. 

> 
presentations to  selected members of the enterprises 
Collegij of Directors. 

A formi training course in Marketing to be conducted over 
a three day period has been prepared by the P.A./YUCORteaan 
This course has been specifically designed to met the 
needs of new Product Managers when they are appointed. 
The course will also be repeated for new and existing 

ibers of the Head Office Marketing Sector. 

The programs« for the course contains the following 
sessions! 

1. Marketing and the Marketing concept. 

2. Product Policies and Product Planning 

"5.    Creative Thinking,  Brainstorming and Product 
Development. 

k.    Buyer Behaviour and Motivation. 

5. Sales Forecasting. 

6. Financial Aspects of Marketing and the use 
of the concept of contribution. 

7. Distribution Planning 

8. Advertising and Sales Promotion. 

9. Marketing Research. 

10. Management Control  in Marketing and the 

use of Information Systems. 

11. Organisation and control of Marketing. 

12. The Role and Duties of the Product Manager 

13. Discussion and Suawnry. 

This Course will be given principally by the  YUCORmarketing 

consultant.    Certain sessions will, however, be given by 

R.M.K.-Zenica personnel aa part of their own training and 

development. 
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Infornai training and management development ••••ion» 
vili continue to b« given by tht YUCOÄ consultant until actual 
on-job training can be commenced. 

b. ThoYUCO»   Consultant 

The assignment, because of the site and complexity of 
the organisation and the continuad clow client exposure, has 
provided the»  YUCOJt consultant with excellent practical 
experience  in consulting and in the nature and operation 
of industrial Markets within Yugoslavia. 

The YUCOR consultant, through his active participation 
in every Management development aeesion, has undoubtedly 
derivad groatsr benefit from the assignment than any 
individual •»amber of the client staff. 

The standard P.A. course in marketing and ménagement coneultancy 
hai been undertaken by tha WOO* consultant during the 
•••lgnment and Courses for further reading have been 
provided.     Copies of control documents, books, articles 
etc. hare boon provided for his use on future aasignements. 

Ve consider ha is now equipped to complete the implementation 
of the recommendations of the R.M.K.-Zenica assignment and 
to undertake general marketing consulting in Yugoslavia. 
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APPENDIX I 

St.tl.tlc«! Pata. T»bl» tie. 

the fait of tin Boport 

Table 1       Production Plan - Steelvorke Ionica 1979 

Table 2       Distribution of Internal and External Salo» 

Tablt 3       Relative Importance of Plant Location! in 
Tonao of Vahto of Extornal Saleo 

Tablo h       Staffing of Road Offieo Contorcimi Section 

Table 9       Staffing of Coauorcial Soc tore at Individuai 
Plant Locations 

Table 6 »tarter of External Custoaero under Contract 

Table 7 Trondo in Yugoslav Steel Prices 1969-72 

Table 8 Projected Advertising Exponditure 1973 

Table 9 Voluao and Value of Exporto 1972 

Table 10 Current Marketing Information System 
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TAU    1 

h^tl.» »lit gf 1*j»rk« lamica 

- 1973 

Doawstic 
Market 
(VïBiL_ 

Expert 
Market 
tifili 

TOTAL 
(tons) 

1U11 way Track 120,000 60,000 180,000 

Hard Profilas 60,000 10,000 70,000 

Other Profiles 970,000 60,000 1,030,000 

loi1*4 Vire «6,000 10,000 96,000 

Seal Products 199,000 - 199,000 

Forging Stool 96,250 - 76,250 
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Putritati»» «i lattimi aai tettr—1 Salta 

B.M.K.-Ztiiict 1971 

Statica 

VaMaS 

Ljukija 

il i Jal 

Sarajave 

NtTitea 

Bihaé 

Mrkaaji* 0ra4 

Oornji Vaimi 

Doboj 

0 ay valva 
teles within 

Jl fegr valut 
Salts to 

31 69 

59 ti 

61 39 

30 70 

33 67 

10 90 

9 91 

17 83 

97 3 

93 7 
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Tiftffff ^ 

Relative Importance of Plant Location» in ter— of value of 

EtHiKi-ftBtgt »71 

Plant Location 

Zani«a 

Saraj avo 

IliJaí 

Ljttbija 

Bihac* 

Varca 

Novi Sad 

Nrkonjic Grad 

Dob od 

Guraj i Vakuf 

j by valúa 
of Koabinat 

bv vi 

''iiïr'î 

67.3 

9»0 

7.6 

4.5 

4.0 

3*9 

3.0 

0.7 

Negligible 

Negligible 

72.8 

18.8 

5.5 

0.3 

2.6 

negligible 
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•¡tiffin ií lui ftffiri Hirn il Hitir 

Function 

Sector Managesent ft 
Administration IO 

Belgrade Representative 
Office 10 

Market Reaearch Sectie* m 

Advertising k 

Domestic Sales 55 

Export Sales 10 

Invoice Office (far 
Zenica Plant only) 16 

External Tranenart 17 

Purchasing (Yugoslavia) 57 

Purchaaing (laports) SB 

Ik 

k 

m 

15 

%7 

If 

TOTAL 19» m 
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I  -   ifîl 

(«•«•mai  bdir 

. • 

!*•* Aafciaistration 

l*aira W 21 

Var*» 12 IV » 

Ljafctja 12 ta 5 

II ijaa li H 104 é 

Marajeva 1% * 2 

Navi   Urna 11 % *5 3 

fttW 5 %8 2 

%%«aji< Orma 2 • 

•»MHMka *•* i Sha è M 

Prajawr a 1 - 

ttaraj i   VaÉMf i 1 18 

ft»»«j i 1 7 
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timi riiitnuri tinnir Cautritt 

liMiMi Mtut - H7? 

HMLiÉfiiUtti 
Contracta with 
utili  

Contracts with 
iaflaataUSfl 

Total 

laaica 113 65 178 

Varai 27 29 56 

LJaaij» 4 - 4 

Ilijaá 50 42 92 

Sarajtro 49 56 105 

Navi Sa« 23 57 80 

•11»* 26 52 78 

Nrfcaajic Ora* 2 34 36 

Baaaaaka Qradiaka - 24 24 

Prujavrr - 15 15 

feraji Vakttf 1 - 1 

Bafcaj 6 6 
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TABLE 7 

Trends in Yugoslav Steel Prices for Representative 

Concrete 
Reinforcing 
Steel 

100 

Base 1965 ori. ces - 100 

Railway 
Lines 

Year 
Round 
Steel 
Bars 

100 100 

Ordinary 
Drawn Wire 

1965 100 100 

1966 100 100 100 100 100 

1967 100 100 1CHJ 100 100 

1968 100 100 100 100 100 

1969 108.9 108.2 108.1 108.1 108.2 

1970 133.2 134.5 129.8 135.1 122.3 

1971 167.9 155.4 163.3 162.2 149.2 

1972 22.62 176.5 185.2 184.2 169.5 
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TAMJE F 

PrnWf d Advrti «in* Expandí ture 

1973 

Corporate Advertising 

T.V. 

Fi lu 

Publication« 

Other 

Product Advertising 

Professional and trade 

journals,  newspapers 

cataloguée,  paaphlets 

seminars etc. 

Expenditure on Trade Fairs 

Zagreb, Belgrade and Foreign 

Miscellaneous) 

800,000 Dénars 

300,000 Dinars 

600,000 Dinars 

MX),000 Dinars 

2,330,000 Dinars 

W0,000 Dinars 

190,000 Dinars 

3,000,000 Dinars 
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TABLE 9 

Vola- k Valut oí Exports - B.H.K.-Zenice 1972 

Exports for Convertible Currency 

1$ (U.S.) - 16.79 Dem» 

PRODUCT COUNTRY OF 
DESTINATION 

TONNAGE VALUE 
*000 Dinars 

Steel Beans Iran 4,882 11,195 

Axles Poland 160 5,217 

Cast Iron Pipes U.S.S.R. 3, HO 8,736 

Cast Iron Pipe« Italy 67 222 

Cast Iron Pipes Pakistan 676 1,832 

Other Castings East Geraany 17 in 

Other Castings Italy 2 18 

Pipes for Chemical 
Industry Czechoslovakia 26 295 

^ Netting Wire Austria 30 363 

Nails U.S.A. 280 1,044 

TOTAL All countries 9,280 29,036 

Volune and Value of Goods Exchanged with Eastern Bloc Steel Producers 

COUNTRY TONNAGE NOMINAL VALUE 
*0O0 Dinars 

Bulgaria 18,452 54,633 

U.S.S.R. 34,633 75,193 

Runania 32,045 144,984 

Poland 8,857 26,335 

Csechoslovakia 6,037 17,197 

Hungary 5 57 

TOTAL 120,029 318,399 
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Fro« Plant Loot ioni to Httd Office Sale. Deperì—nt 

- Stocks, Production and Delivery Report (WEEKLY) 

- Stock and Delivery Suaamery for Quarter    (QUARTERLY) 

- Contract Fulfilnent (OCCASIONAL) 

FT— Bond Offict Depart—at to Co—ore iti Director 

•i   Stocka, Production and Delivery Raport (MONTHLY) 

•   Salaa Analysis by CuatoaMrs (QUARTERLY) 

- Salaa Problew (MONTHLY) 

- Reports on Business Tripa (OCCASIONAL) 

mt to Interested Partiti 

-   Prie« Changei on Overseas Merke te 

- Fluctuations in Domestic Supply and 
Desjand 

•   Fluctuations - Foreign Supply and 
Da—nd 

- Market Studisi and Analyses 

(MONTHLY) 

(MONTHLY) 

(MONTHLY) 

(OCCASIONAL) 

rcial Director to Workers Council 

•   General Report (OCCASIONAL) 
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PART    IV 

FINANCE 

A. INTRODUCTION 

B. ORGANISATION AND ACTIVITIES OF THE PROJECT TEAM 

C. PROGRAMME OF WORK 

D. EXISTING FINANCIAL SITUATION AT R.M.K.-ZENICA 

1. Introduction 

2. Financial Organisation 

3. Management Accounting Procedures 

k. Budgetary Control 

5. Forecasting Procedures 

6. Management Inforaation 

7. Training Needs. 

E. RESULTS AND RECOMMENDATIONS 

1. Introduction 

2. Proposed Financial Organisation 

3. Financial Training 

k. Coke Plant Project 

5. Rolling Mill Project 

6. Future Frograasje 
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A.      iffilHiuçW 

Parv IV of the final  report details the resulti of the progr 
of financial consulting work carried out at R.M.K.-Zenica, 
Yugoslavia, as part of the UNIDO Project. No. DP/YUG/70/511, 
Contract No.  72/35. 

This financial work was carried out by P.A.  International Management 
Consultants Liai ted in conjunction with the Yugoslav Centre for 
Organisation and Developaent (YUCÓB) and had the following as 
its general alas. 

To assist in the design and implementation of 
seund management accounting procedures. 

To assist in designing and implementing an effective 
budgetary control  systea. 

To assist with the examination and implementation of 
necessary changes in financial forecasting procedures 
in order to evaluate the Company forecasts and plans 
in money terms. 

To assist in the development and implementation of 
management information systems to cover all aspects of the 
Company's operations. 

Ta train Company staff and centre team staff in all the 
above activities. 

Details of the work carried out under these headings are included 
in the sections of the report which follow. 
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B.        ORGANISATION AND ACTIVITIES OF PROJECT TEAM 

Work on the financial  lection of Phase II of the total project 
was coaaenced at Zenica on 4th September,  1972«    Initially 
the project team consisted oft 

Dr. Ljubovoj Blagovif, Consultant froa the Yugoslav 
Centre for Organisation and Dave 1 opaent. 

Mr. Asia Badziselnovic' froa the Organisation 
Departaent of R.M.K. Zenica» 

Mr. W.M.W. Adaa of P.A. International Management 
Consultants Limited under th«  supervision of P.A.'s 
project leader Mr. Jaaes Thoraurn. 

Earlv in the project the aaount of time that Dr.  Blagovil was 
prepared to contribute was found to be unsatisfactory and 
after two and a half aonths he was subsequently replaced by 
Mr.  Zi vota Jankovil.    Later a further change was amde, in 
January,  1974»YUCOR. replaced Mr.  Jankovi¿ with Mr. Milan 
Nesic*. 

Siailarly, R.M.K.   Zenica found difficulty in releasing 
Mr. Radei se laovil fro« his noraal du tues; he too was withdrawn 
froa the project and replaced by a Steering Coaaittee of 
Directors who were to lend their support to the project as 
required.    The Steering Coaaittee was coaprised as fol lows i 

Mr. Surjelie\ Kombinat, Director of Financial  Operations 

Mr. Pa lindrovil,  Koabinat Director of the Internal Bank 

Mr. Odic\ Koabinat Director of Book-keeping. 

(These three directors are the three deputies of Mr. Frundie*, 
the Koabinat Financial Director)« 

and 

Mr. Kreso, Financial Director of ZOOUR-Zenica. 

Frequent changes in awabers of project teaas is a coaaon occurrence 
in Yugoslavia.    Such    changes cause considerable difficulty in 
operating and seriously affect the continuity and results of the 
project. 

Froa tiao to tiae throughout the project, teaas were foraed to carry 
out specific sub projects, further details of these teaas are given 
in the appropriate aections of the report. 

Throughout the project the financial  teaa liaised closely 
with the aarketing and organisation teaa«. 
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C.        FBOGRàiÊŒ OF WORK 

The scope of the financial project was outlined in very general 
teraa and covered nearly all aspects of aanageaent accounting 
and financial aanageaent techniques.    In order to be of 
practical assistance to R.M.K. Zenica it «as,  therefore, necessary 
to liait these objectives.    The adoption of liaited objectivas 
was especially necessary for the following reasons. 

26 weeks of consulting tiae is a very short period 
in which to register an iapact on a coapany which 
has a turnover of between 290 and 300 ai 11 ion dollars. 

The various changes in the   YUCOR and client project teaas 

The iapleaentation throughout the assignment of the new 
self aanageaent legislation which had a significant effect 
on the financial organisation structure of all enterprises 
in Yogoslavia. 

We therefore, narrowed the objectives of the assignment down to 
the followingi 

To provide the enterprise with every assistance to ensure 
the saooth introduction of the new «elf aanageaent systea. 

To train  YUCORconsultants in all aspects of modern aanageaent 
accounting techniques. 

To train aeabers of the client's project tea« in the 
relevant isanageaent accounting techniques. 

To give an appreciation of the aodera aanageaent accounting 
techniques available to as wide a range of aanageaent 
within the enterprise as possible. 

To deaonstrate aanageaent accounting techniques by taking 
case studies froa a section of th» enterprise, and usingaaj 
actual figures when presenting the findings to aanageaent. 

To fora a client project teaa under the direction of the 
YUCOR   consultant. 

This teaa to carry out further case studies based on actual 
results, and jointly present their findings to aanageaent. 

To draw up a future prograaae of iapleaentation which can 
be carried out by the enterprise under the direction of the YUCOR 
consultant. 
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We believe that, due to the differing business, financial 
and legal environments between Yugoslavia and western countries, 
full implementation can only be effectively carried out by a 
Yugoslav national. Foreign consultant aid was therefore 
concentrated on pre-training before implementation and 
technical back up during the implementation stage. 

I 
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D.        EXISTING FINANCIAL SITUATION 

1.       Introduction 

As in  all Yugoslav companies,  the  financial   function of R.M.K. 
Zenica  is split between the Financial Divi son and the Economics 
Division, both divisions are headed up by  senior directors. 

The main duties of  the Financial  Division are as  follows: 

To prepare accounts based on historical  data 
in a manner to  confirm with "S.D.K."  requirements.  ("S.D.K." 
is  the Social Accounting Service which  is a government 
body which performs an audit function). 

To  control  the liquid position of the  enterprise.    Liquidity 
control within a company is a complex  operation in Yugoslavia 
in view of the poor liquid position of many Yugoslav companies 
and the widely used practice  of compensation for settling debts. 

To control the   level and distribution  of Personal Incomes . 
The payment of personal  incomes must conform to the detailed 
laws and controls governing distribution of  income. 

To obtain and allocate  funds  for New Investment.    Again 
the statutory regulations governing the control of New 
Investments as  complex. 

In short,  therefore,   the Finance Division carries out all   the  book- 
keeping functions of  the enterprise and controls  its cash  flow 
position. 

Within the Economics Division one  of the main departments  is   the 
section for Planning and Analysis.     The main duties of this  section 
are as follows! 

To co-ordinate and consolidate  the annual  plant for 
the total enterprise. 

To prepare on a  regular basis  actual  performances against 
the plan and other statistical  data. 

To prepare five year and other  long range plans as required. 

The  Economics Division,  therefore,   is nearer to performing a 
management accounting function    that the  Finance Division. 
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2.        Financial Organisation 

The  changes  in  the  self management  legislation which took place 
in Yugoslavia during the course of  the project considerably 
affected the  structure of the  financial  function within the 
enterprise.    As a  result,  therefore,   it is  only practical  to 
consider the structure of the Finance Division  in brief. 

At Kombinat level   there was a Finance Director who reported  to 
the General  Director;    the Finance Director had three deputy 
directors controlling the three main functions of his division. 

KOMBINAT 
GENERAL DIRECTOR 

FIGURE 1 
KOMBINAT 

FINANCE DIRECTOR 

KOMBINAT 
DIRECTOR OF BOOK- 

KEEPING 

KOMBINAT 
DIRECTOR OF INTERNAL 

BANK 

KOMBINAT 
DIRECTOR OF FINANCIAL 

OPERATIONS 

Within the three  functions shown  in Figure  1,   the following 
are  the main duties which were carried out. 

2jl      Book-keeping 

Kombinat book-keeping 

Co-ordination of book-keeping  for all units within 
the company  in order to prepare a set of overall 
accounts  for  the enterprise. 

2t2      Financial Operations 

Foreign Exchange  transactions 

Control  of Debtors 

Control  of Creditors 
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k.       fiÉsT'lTT f""*•1 

All  expenditure ie included in the annual plans and 
subsequently as each month passes,  information is prepared 
comparing the actual result with the plan, both on a cumulative 
to date and previous aonth basis.    Tha    system does, 
however, have the following faults. 

Expenditure categories are too broard to be 
meaningful. 

Planned figures are based on previous  jtaM*  acale 
adjusted for volume and cost of living.    Previous 
inefficiencies are,  therefore, built-in since no 
attempt is stade to budget frost firat principles. 

The information is produced too long after the actual 
events have taken place? the time  lag is approximately 
four weeks. 

Interpretation of results is difficult due to 
intermingling of fixed and variable costs. 

Variances requiring attention are not highlighted. 

Management has not been trained to interpret and 
take action to correct variances. 

Responsibilities for individual expense items have 
not been allocated to managers. 
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5.       Forecasting Procedures 

In Yugoslavia annual plan» are based on a standard «yete«. 
The degree of detail gone into does,  however, depend on 
the individual enterprise.    Plans ara prepared by R.M.K.-Zenica 
in line with the st -ucture of the accounts|  this is illustrated 
in Table« I, II and III.    The plans, however, suffer fro« the 
following disadvantages. 

The plans have been developed fro« the foraat 
used when Government Central Planning was in 
operation and they are, therefore, heavily 
production orientated,    Most information is in 
tons and hours instead of being in swney value. 

- Production of individual units is the starting point 
of the planst all other plans ara Moulded around the 
production plans.    The individual plans are then built 
up to provide total plans. 

- The basis of all plans is achievements previously attained} 
there is u    f .recasting or budgetting fro« first 
principles| previous ineff¿«lencas are therefore in- 
corporated automatically in the now plans. 

- The plans are not unified to show a total objective, 
lach plan tends to be presented an its own without 
reference to the part it plays in the build up of the 
total picture. 
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6.    nirmrir* info?—tign 
There ie a surfeit of infomntion within R.H.K.-Zenica. 
lack Mction of infomation baa heea tati It up individually 
te s»et • need at • certain tin» ana tea been continue 
•inca that dato without r^i-tien.    The infornati on 
available to aanagenent, therefore, snffera fron the following 
fomltoi 

There io no unified infomation oyóte«.   Each 
•eetion of information otando on ita own. 

-      The baae on which the infomation ia founded io 
often dubious. 

Duplication of infonaation io coonwn, but no atteospt 
io nade to reconcile the two or nera oourceo of 
infonaation. 

The infomation io not preaented to nanafonont 
in a way in which it could ha used affectively. 
Pointa requiring attention are not highlighted and 
it i a of ton produced too late to ha of any real nee. 

7. 

There ia no accounting pro foe e ion in Iugoslavi».   Th»re is, therefore, 
a void in thinking between the book-keeper who record« 
historical facta according to the it*»*wd fomat, and the 
economist who ia intereeted in the »fender and longer tern 
aapeeta of the resulta.    The void, therefore, cover» the 
field of fiaanciel eanagenont.    Ve found that there was a 
baoic lack of understanding of the concept of financial control. 
Wo conaidered, therefor», that in the initial •tage»,  training 
ebould be confined to the broader aspecto of f inane ini central. 
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E.   RESULTS AND MCWMBiMTIONS 

1.   Introduction 

The project was carriui  out against a background of 
change. At the start of the assignment the nain unit of 
self aanageaent was the SOUR which was a total coapany 
which operated within a loose association of companies 
known as a Kombinat. By 1972, however Yugoslavia had adopted 
the OOUR as the basic unit of self aanageaent. An OOUR is 
a self sufficient econoaic unit. Each SOUR was, therefore, 
broken down into a nuaber of OOURS where necessary. The 
coapany, therefore, now had three levels in its 
corporate hierachy. 

- The OOUR which is a basic econoaic unit. 

- The ZOOUR which is a union of OOURS and which is 
identical to the foraer SOUR. 

The Kombinat which is a union of all OOURS. 

The bulk of our tiae was spent on the project between Septeaber 
1972 and February, 1973* During this tiae auch aanageaent 
effort was being put into the design of the new self aanageaent 
structure. Froa tiae to tiae our opinions were sought regarding 
the criteria and pitfalls of establishing individual OOURS. 
We identified the basic possible problea areas of sub-dividing 
a coaplete process unit into individual units as followst 

The artificial creation of inter plant transfer prices 

- The aethods of allocation of indirect costs. 

- Stock build-ups due to the differing objectives of 
individual units. 

- Subdivision of central services tending to lead to 
increased costs. 

The position of one OOUR relative to the others could 
alter substantially due to changes outwith the control 
of the individual OOUR. 

- The sise of the units would still be too big to improve 
the stiaulation resulting froa sani 1er self aanageaent 
units. 

- There would be numberous disputes over planning procedures. 
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At each OOUR had the option to look after it« own financial 
affair« or to opt for finance to be handled at ZOOUR or 
Kombinat level, our advice vai aleo sought regarding a revised 
organisational etnie ture for the enterprise. 
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2.       Proposed Organisation for Finance 

When designing the proposed organisation structure for  finance 
we took the  following criteria into account! 

2x1 

The new asssencheents brought a third  level  into  the self 
Management hierarchy. 

2i2     Proposed Macro Structure 

The propoaed »aero structure recommended three principal 
divisionai 

Finance  and Commercial 

Operations 

Future Activities 

2i3     The Provision of Management Information 

A sore effective  information service could be provided for 
management   if  the Finance and Economic Divisions were  combined 
restructured and developed. 

The functions of  the Finance Division are as follows! 

The Internal  lank. The Internal Bank deals with all 
functions in connection with  Planning) Procuring, 
Distributing and Investing Funds.     This includes  the 
provision of funds for new investment.   We proposed 
that the  Internal Bank should  remain as a Kombinat 
function positioned within the Finance and Commercial 
Department with the exception  of the  section for 
evaluation of new investment  projects which we 
recommended should be included in the Future Activities 
division 

Financial  Operation».    The Financial Operations Department 
deals with foreign exchange   transactions,  debtors,   creditors 
and compensation.   We propoaed that this should also be 
kept at Keadkinat level in view of the rigid laws regarding 
imports and exports and the  need to ensure that the enterprise 
settles as many debts as possible through the system of 
compensa ti on. 

.   tÉrtiifVri"— r1 T"T"*1 ^"T"  A "ction •••liB« witfc 
personal  incomes ana administration should be present at 
every  self management level.     The sections   at IOOUR and 
Kombinat  level will, however,   largely perform co-ordinating 
fane ti ens. 
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Book-keeping.    A book-keeping section should again be 
present at every self management level.    At OOUR level 
only the basic book-keeping will be carried out.    At 
ZOOUR level, book-keeping for the ZOOUR will be carriedout 
and also co-ordinating book-keeping for each OOUR within 
the ZOOUR.    Finally, at Kombinat level books will be kept 
for Kombinat administration and central services and also 
the co-ordinating book-keeping combining all OOURS. 

Management Accounting.    The management accounting function 
is not at present carried out by the enterprise.    Under 
the department of management accounting we would 
envisage the following sectionst- 

Long Range Planning 

Annual Planning 

Costine 

Budgetary Control 

Management Information. 

The two planning functions are currently carried out  in part 
by the Economics Section.    We would envisage under the  proposed 
structure a split in the planning responsibilities.    We believe 
that long range planning should be carried out by the   Future 
activities Pivision at Kombinat level and that annual   planning 
should be carried out by the Finance Division at all  three 
self management levels. 

There is no costing department at present, and indeed  no 
costing system exists other than the documentation required 
to build up figures for the statutary accounting systemu 
We would propose,  therefore, that a costing department   should 
be  introduced at all self management levels.    Also within the 
management accounting section we would propose that budgeting 
control and management information sections be introduced 
at all three levels. 

Development and Technical.    In view of the complex accounting 
procedures necessary within the enterprise we propose  that 
a Development and Technical Service   section should be 
incorporated within the Financial Division.    The Development 
section should operate at Kombinat level and be responsible 
for developing all systems within the enterprise.    The Technical 
Service section should be at ZOOUR level and, should provide 
technical back-up to the existing systems for all OOURS within the 
ZOOUR. 

In order to clarify the various structural relationships we 
have illustrated our proposals diagramatically in Table IV 
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'•        Financial Training 

The first training task was to train the YUCOR conaultant in 
the various management accounting techniques.    The training 
consisted of reading,   exercises and general discussion.    During 
training the following subjects were covered. 

- The need for Management Information 

The characteristics of Financial   Information 

The need for Objectives 

- The concept of Control 

The circulation of Money 

The need for Profit 

- The need for Planning 

- Profit Optimisation 

Fixed and Variable Costs 

- The concept of Contribution 

- The concept of Standard Costs 

- The analysis of Variances 

The concept of Budgetary Control 

The concept of Liquidity Planning 

The evaluation of New Investments 

The need for Management Involvement 

(totting Results. 

After the YUCOR consultant had been trained some provisional 
training material was prepared for presentation to the Steering 
Committee.    The information prepared consisted of the following. 

A write up on the basic concept of financial control 
geared as far as possible to meet the Yugo si at situation. 
In addition to the short write-up, diagrams ware drawn up 
to show the relationships oft 

a) Objectives and Means 

b) Planning Procedures 

c) Achieving the Plan 

The write up is included in the report as Table V 
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A write-up on the  basic concept of  liquidity control. 
The write up is included in the Report as Table VI. 

A write-up on the basic concepts of control of new 
investments,   included in the report as Appendix VII. 

This information was  translated and presented to the Steering 
Committee who accepted the various concepts.    Further meetings 
were then held with members of the Kombinat and ZOOUR Zenica 
Finance and Economics Divisions and also with the Directors  of 
ZOOUR Zenica.    As a result of these meetings it was agreed  to 
prepare a case study using actual data from one of the OOURS in 
order to demonstrate  the techniques. 

In addition to meetings held to discuss the basic concepts,   a 
series of appreciation talks were held for a selection of 
Finance and Economic Division personnel.    Six, two hour sessions 
were held, covering the following subjects! 

The need for Profit and Profit Planning 

Direct) costing and contribution theory. 

Standard Costs and Responsibility Budgets. 

Achieving the Plan. 

Control of Liquidity and Working Capital. 

Control of New Investment. 

To illustrate how the  subjects were covered a copy of the notes 
referring to the session on Direct Costing and Contribution 
Theory are incorporated as Table VIII. 

Meetings were also held with financial and general management 
personnel at enterprises away from Zenica to discuss the 
general concepts.    During the project the following locations 
were visited t 

Novi  Sad 

Varel 

Al i paiin Mort 

Hijas 
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k.        Coke Plant Project 

The first project to be carried out was in the Coke Plant. 
The Coke Plant was selected as it was the first procesa 
plant in the line at Zenica and also because it was a 
reletively simple process with one nain product and several 
by-products.    A simple situation was selected as there 
was a need to demonstrate  the techniques quickly.     To 
assist in the project two members of the Kombinat 
Organisation Department were allocated to the project, Nada 
P+povic* and Ivor Lubovic*. 

The objectives of the project were as follows.    To utalise 
the information already available within the Coke Plant to 
produce information which could be used to aid management 
decision making.    The period chosen to illustrate the concepts 
was the 9 months to 30th September,  1972. 

The various stages of the project were as fol lows t 

To discuss and explain the purposexof the exercise to 
the General Directors of the Coke Plant and other 
relevant senior management. 

To gain the co-operation of the chief of the Financial 
Sector and his staff 

To prepare a standard cost for coke from the available 
technical and financial data in the annual plans, baaed 
on direct costs only. 

To prepare a profit plan baaed on the information contained 
in the annual plan. 

To pro-rate the annual plan down to a nine month period. 

To calculate the actual result for the nine months and 
present a profit statement. 

To calculate the variances between actual and standard for 
the nine month period. 

To calculate the differences between planned and actual 
fixed costs. 

To calculate the same  information for the month of September, 1972 

To design suitable report forms. 

To prepare and present findings. 

The work carried out in the coke plant is detailed in Table IX 
which includes a short write-up. 
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The Min points illustrated by the presentation were as 
follows 

Host of the required information already «siete within the 
enterprise although not in the correct for«. 

The information ««ist be presented in a way which highlights 
the key points requiring aanageaent attention.    For 
exanple, detailing  the reasons for the difference between 
the planned profit  and the actual profit, firetof all in 
general terns and  then in «ore detai'  on the «ubsidiary 
sheets. 

The concept of direct costing, contribution and variance 
analysis. 

The concept of budgetary control. 

No attenpt was nade to  «Iter   or change the beaic planning 
data against which the  actual results were sseaaured.   We believe 
that basic «anag«"«nt thinking «ust first of all be channelled 
in the right direction before any such iaprovessent« can be nade. 

The full findings were  presented at OOUR, ZOOUR «nd Konbinat level. 
A« a result of theee presentations the general  feeling was that 
while the concepts had been proved in a sinple «tr«ight forward 
• ituation it was not yet clear how they would operate in a 
coaplex situation such aa the Rolling Mill«.     It was, therefore, 
decided that a further project should be carried out in the 
wiling Mills at Zenica which is one of the swat coaplex 0OU8S in 
the whole enterprise. 



r - " i 
- m 

5. 
The rolling «ill arojoct va« carrioa ant with th« nialann 
Militane« fro« th« PA Coniultant.    Tha «rojaet MI 
•tartod up by Mr. Zivot« Jankovéé of YUC» 1*0 tea working 
for hi» th« following t«a» fron l.M.K. tanica 1 

Ivonka Vickajlovic*, Kombinat Organisation Dafartaaat 

Mlaaan VuWtié, Konhinat Bconoaici Dapartaant 

Irania Diadar, Financial Chitf of Boiling Nil la 

Dragutin Ki libarda, Kamtinat Bcaaaaica Baaartaaat 

Mir Jana Nikodijavié, ZOOUB laaica Icanaaic« Baaartmt 

Naraur Diadaaavié, HXWB Bonica, Beanaaie« Bapartnsat 

Work on th* project commenced in *"••*"• W• •***•• 
through to March, 197*.    I« J«n«Jnry W7% *r. »lea *M" 
rcpltccd Mr. Jankovié, ai proj.ct leaáer. 

Th« project included all i«cti«ni of th« Balling Milla. 
Baia vai th«r«for« »r«aar«d far th« following «nit« 1 

Blooming 

Heavy Mill 

Medium Mill 

Snail Mill 

Wir« Mill 

Light Mill 

Adjuitaant Mill 

Ball adjaataaat Mill 

Th« ravi«w e«ri«d chaaan vae Jejaaary ta Batatar 1?7%   ta 
aáéition to «aeh indiriewnl «it, iata vae ala« arenara« far 
th« railing sill« in total. 

All writ« wye end deevawatatiene vara payanare* in Barke Craat| 
no fall traailatiaa inta Bag 11ah vaa a«an«* ta ta aaeeeeary. 
In ganaral tins th« repart aatoaeaa tfce fellevtag. 
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••ctlMi I !••*•*• MM tßmrmi •*!•**««•• «f MM 

WtM*U|| 

••etion 1 la  MM) «ite |ii«»i—3 M • r««»II «f MM 

•KM«« 4 i« taw 

VttfctB MftlMI  UN«  MM   f«ll«rtm ÉMWNtett*« 
tor Mch «lit* 

Aa MMlytt« «f MM «ttttrMM« tetaM*» t4«M* ••! a**»! 
•••t« éNl« MM miwiH  miM t» r«*tritett«N 
IMAM ma iattrtrt *—%•• 

an aaaljrsit •# M» m f»r MM MTMM« *• 
rMirlMitiMi. 

A profit «M  IMI a**««at tot MM •#*«!•• 
MM ftaaarial  rvMlt. 

rtWMri«! «Militi** «M «MM>r rolMMt 4*M t« 
arte»! •**!•«•* pwfiWMi» •»•*> **«•»* WftoMM**»« 

A* «MHklsr**« •! 



lì« 

1 

ft» a r#a*ti af  Ma»  fi ««« tal   wrt rar ri Mi «rat at 
*••»'•  •*•  fallaanajj r>nliM fea« feaa« raarfeaé:. 

»»ai'.Hlla»   **r   tirM  .MMllllNl    |B   fully   train*) 
• a tMM«aa»«i   4» < «»«aatt I«BJ  (arfeninnaa. 

Vi «èia  I*»» naflatinat   Miara   m a grwaa «f a#afla 
•fja *ta    anwfcl» »I  »e««**. i«g airman« ini  tafanandoti 
I»»  — iiajjanaa«,  awl«   in*   taan aita   .aai.taa'  IR  ih* 
kll »«•  Itila   »*aj#rt. 

•ha  aaa*   ««   r»«af*t»a<l  ai   i*nira   far   Mi*  »r*a*ra ti »a 
• f   .»»Irai   «ala  a« a   rafa lar  feaaia   ta  aaaiat  —•alimi 

•»•   •••Miai» alan,   »Baratara,   i«  la fenile a» a*n*ly  ai 
•Maifcla  *•   »»i«   trnaa.     «a   a   tirai   «ta«,   Mtarafara,   it   ta 

»liai   i.  »ata>*l»a» a MaafMaMit  •rrwtMtiMj aartian wttftia 
tal  tltiaiia«.   «a  fealtaira   tj»t   tira«  af ail    ji •!• I 

•aaavBttag a*a*t4  fea aa««èliala*a «a a IwMBfeinat  fwnrtia« mmê 
• igintfil «manaaniia   ta MNNI «ai MM l**al.    Ha» futura 

• f  aarfe  aa» iaa*naa1   ta  m»  fallawai 

al «Matta»!   laaal.     ffe* anailia« aJaatiitf rapar« n'ira« tly 
»a   Uà» feaafetawt  ri «Mar tal   .H radiar. 

«   af 
laaal. 

a  far 

«•art»«« «ai   Ma»   i«Bilaaaa»»«»ia« «I  MMi |a*a|  má 
• a*    —r4iaj.Ha« «ata a«   «Ml« ma «an* tant   laaala. 

il. MI   «lajja   alll   taaMtal   af   Ma?   falla»|«g   atnpw, 

•**!•*•  t« aa«t>»  «aaaa#*ajaa>i 

t*«*a ft«M»t«l   »a« lia« a*» anana» I   m «•* «aliaa 

•ai  «>  »«*«•«»•  tmt   Ma»  •#«••*•«ta« af   Ma» «•% tot«. 

•t»a*«ta «alia«  mê  »aawaajai«*) i ttaa   «a 
at   Mat   i tajan» tat   *••••••, 

Mat*»   a«»«   «fat«   »»afe*   ta 
.«#«i*4 ««l  attagliaci* 

a •*• featajj 
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These procedures should be   implemented gradually in all 
OOUH6 within  the enterprise,   both in Zenica and at other 
locations.     The speed with which the system can be implemented 
depends solely on the amount of personnel  allocated to the 
management accounting section by R.M.K.   Zenica.    Once the 
procedures have been installed, understood and utilised,  work 
can then start on Phase II  of implementation.    It is envisaged 
that Phase II would incorporate revisions   in the planning and 
budgettiig procedures.    Planning and budgetting would then be 
carried out from first principles, therefore, eliminating the 
alack in the current system representing previous inefficiences; 
thus it would provide a realistic basis against which to exercise 
effective control and so produce tangible benefits for the enterprise. 



TABLE S 

I Profit and Cost  Centres  of  ZOOUR Zenica 

II Analysis  of Results of  ZOOUR Zenica,   1971 

III Analysis of Results of R.M.K.   Zenica,   1971 

IV Finance Function,   Organisation Structure 

V Financial Control 

VI Financial Control,   Liquidity 

VII Financial Control,  New Investment 

VIII Direct Costing and Contribution Theory 

IX Coke  Plant Information System 
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TABLE I PROFIT AND COST CENTRES IN ZOOUR ZENICA 

NO. SECTION PROFIT 
CENTRE 

COST 
CENTRE 

TOTAL 

1 Coke Oven 2 1 3 

2 Blast Furnace 1 5 6 

3 Steelworks 3 3 6 

k Rolling Mills 8 2 10 

5 Forge k 5 

6 Power 11 12 

7 Transport 7 5 12 

8 Machine Maintenance 2 3 

9 Electric Equipment Maintenance 3 't 

10 Stock  Control 6 0 t) 

11 Welding  Instrument Naintenaime 1 2 

12 Saall   Tool  Maintenance 6 i 

13 Commercial Department 1 0 1 

14 Financia)  Department 1 0 1 

15 Dire« tors 2 0 i 

16 Administration 13 0 n 

TOTAi 71 22 •n 
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we ask "What are  the financial problem of the lUmbinmt?" 
we receive the following answers i 

Liquidity 

New Investments 

Profitability 

Instead of diacussiiig the relative Merits of these probleu,   let 
«a consider the situation in a different way. 

Msat ere   the objectives  of  the Koabinat? 

T*e objectives of  the Kombinat and its  SOUns are two fold! 

To develop   Bosnia through New Investments,  and to 

Previde a hifh  level   of Personal   Incoa» for the 
eaaloyeei. 

Te ée  tàis the Keabinat aatst have sufficient liattid funds,   i.e. 

caen. 

Cash «an be obtained  fro« two sources,   either  internally or 

externally. 

ffc*  auaaly of eiternal   cash  is  restricted due  to  the  liquidity 
situation  m Yufoalavia. 

«rant  attention mist,   therefore,  be paid to Ute feneration of 
Internal  Cash.     Internal   «ash  is generated through naking 
aratita,   i.e. Caeh Surpluses.    One passible dram sa cash supplies 
he wevei   t« verting Cani tal.    Strict control  should therefore he 
bent an Nerving Capital,   i.e.  stocks,     etc. 

Use nam ares «f <»atr«l   i» however on profitability. 

«Vat   factor» affect pref i tabi I ltyt 

.      Velia*» 

-       Pr»< e 

Cst 

Price yaw «ill  etiainnte as it  is »eteaetll* *»v*ran»«t Contralte«, 
fa» «nattant ran therefore be aatd te eaerate  in a rentre» led 
Priée s i tant ion. 
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1 
Vol «Me I    The Koabinat operates in a sellers wirket therefore 
•11 production is sold.    Vol uste therefore is only  important 
fro« the point of view of production output. 

Take  the two factors together however, Price and Voluse, and we 
now have a Mix of Sales. la  the saae profit earned fro« any 
•ix of salest    It is «ost unlikely that profitabilities will 
be fixed even  in a controlled prire  situation. 

The best «ix can therefore only be determined by a costing 
syst«« which  is designed to  show Product Profitability. 

He now coa« to the third profit factor which is Coat.    There er« 
fuse—ntally two types of cost. 

Variable Cost 

Fixed Costs 

Variable Costs are costs which vary with production levels. 

Fixed Costs are costs which do not vary with Production, 

why «afce  the distinction between Fixed and Variable Costs? 

The distinction is «ade between fixed and variable costs because 
whan costs are allocated on a full   absorption «eUtod,  they will 
only be  fully  recovered when all   factors  regarding «ix, volta* 
aad cost  coincide with budget. 

Mb have new reached a stage  therefore where we have five factors 
affecting the objectives of   the enterprise. 

t Mil 

Lavel   of  Variable Costs 

Lave I   of  Fixed Costs 

Level  of «orbit* assets 

Level  of  Investment 

•a  'ar we have discussed objectivas aad varied 
Ms» flaaartal  systaas to ebteia five farters «hie« «• bali eve ar« 
Ms»  tartars which affect   taa .bjer Uves of  Ute enterprise. 

t we «mat now ras«idei   i»  the tif tratte« *f «bjettites 

Us»  first stag»  in aebi^vtag a« •hjartive  is %m have a Plaa aad 
t««»«d th* kaafttuat airead» has * oaphi.Ursted ave*«* of »laswiag 
«rae»entra».  •» be» irte, bawovei.   Usai a»t e«»«** attaau* is 
Wiaj paid l« »ha fien*»i«I  aad «vara»!  objartiva« «f  Ik» • •«•••». 



- ltl'i 

Hi« stages in planning which we •«« are at fol lova i 

State,  quantify »ne agre*  objective«.    Objective« 
•hould be prepared by the General  homager's Coaaittee and 
agreed by the Worker«' Council. 

•      The Profit needed  to provide the  funds  to Met the 
objective« «hould  then >:e  calculated by the Finance 
and ilcononics Department. 

In order to calculate  the acceptable  level of profit for one year 
it «ill  he necessary to COM i der the ned i un ana long tern 
objective« of  the enterprise« possibly up to 10 yenr« in advance 
in order  to ensure that a reasonable profit progrès« i« achieved 

rat the year«. 

Ine  third «tage  IH   then to prepare a detailed narketing 
plan which  is the  responsibility of the Coanwrcial 
Benartnent 

•are  the unrfcetiiwj division ha« prepared  this plan 
the Production Ser tors can then prepare  their Production 
Pinna).    At  this «tage there should be sea» liaison 
between Censare i»l  and Production Function« in order to 
co-ordinate the pl< 

He» fifth atnge in planning is in preparo •Unéard 
reata using variable coats oaly.     Aa «elling price« 
will   be known the  relative profitability ef each 
predatet will be haw«« in  Urn« ef contribution. 

Contribution  is Bale«  Price  lea« Variable Cost.    Ike  tern 
contributi »a is uasd as  it   is  the contributi »a to fi«ed 
ovsrhoads and profit. 

•p Mltinlyiaj the sale, vol un» by  the unit  < «atri but ion UM 
total  i entri eutea of each product  is  calculated and by add I m 
tèe prod«*« t t unti ibuti.nuUgethe«  U»e  («tal  enterpriae 
roatrthutio«  is raajguated. 

on the ferfcetiag and Production Plans,tetters, 
taawfce and Creditors*  reap i resents «an be rairulated 
uhtrh for*    the ne>ed lor »orbing Capital  wbteb in 
warn bsissas» par«  of ine taah Pie* Plan at • later 

In adhti i tea,eben act»»»«»  levels nre haava rued test 
•nshjet« tan be nrnaared wnirh is   in fact  the ~  " 
Control e» a ten. 



r i 
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Hie first moment of truth tins arrived. Does the 
Planned Profit equal the Objective. If it does not the 
shortfall should be assessed and the plans revised 
accordingly»starting again from the first stage of Profit 
Planningothe marketing Plan. 

If the plan does meet the objective profit the next stage is 
to consider Cash Flow. Working Captial and New Investment 
requirement» should be Matched against the generation of 
Cash frost Profits in order to ensure that sufficient Cash 
is available to carry out the other plans. 

If the generation of cash falls short of the needs,again plans 
should be revised froa the market plan stage. 

If there is sufficient Cash the plan can go forward and be 

approved. 

«ace the objectives have been set aad the plan prepared,tao 
next task for aaaageaent is the achievement of the plan. 

Tae achievement of the plan will not happen automatically; all 
management must work towards the common goal of achieving the 

plan. 

las various sectors of the plan should be subdivided aad 
responsibility for each section allocated to individual aaaagers. 
faese iadividwal managers should therefore becoae responsible 
for achieving that part of the plan. 

la order to assist them to achieve the plan, data should 
be provided oa a regular basis daily, weekly or monthly ©a 
taeir actual performance against the plan. It is only waea tmty have 
this information that they can react to the ever, changing 
situa tin« within a business. Hnnagsmsnt Action is esseatial to the 

achievement of the plan. 
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1. Fro« an examination of the Production Outputs the Steelworks 
i§ the bottle neck factor. 

2. 

3. 

4. 

Calculation of Botila 

100 hours per week x 30 weeks - 3000 hours 

at 80* effic iency        • JQpO productive hours 

Calculation of (bottle neck hours) 

PRODUCT VOLUC 

A 

B 

c 

0 

300,000 

200,000 

WO, 000 

100,000 

TOMB PA HOUR 

300 

100 

400 

200 

TOTAL 

AVAILABLE 

SRBlTFALL 

1,000 

2,000 

1,000 

300 

4,500 

4,000 

300 

PRODUCT 
A 

PRODUCT 
• 

PRODUCT 

1000 

PRODUCT 

800 Sales Price 600 500 

LJJI variable Costs 350 260 610 510 

Contribution per ton 250 240 390 290 
••••• — — _ 

Tons per hour at 
bottle neck 300 100 400 200 

Contribution per hour 
(000 N.O.) 75 24 156 58 
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A» B in the least profitabilities of Product B should 
restricted to balance sales and production capacity 

900 hours at 100 tons per hour - 90,000 tons 

Sales of Product B would he ¿educed to  190,000 Toas. 

6. Profit Plan (aillions N.D.) 

PMBUCT 
A 

PMBUCT 
B 

PMBUCT 
C 

PMBUCT 
0 

TOTAL 

VOIiftff (000 TONS) 300 190                   400               100 990 

CONTRIBUTION PHI TON 290 2*0 390 290 - 

TOTAL CONTRIBUTION 75 36 156 29 296 

196 JJB&     FIXB) COSTS 

mm 100 
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From the global  scheme already prepared Profit was established 
•a being the key factor in achieving defined objective«. 

Our definition of Profit its aa follow«s 

"The surplus regaining after the deduction fro« income 
of all coate and obligations including personal  incoa»" 

At the end of each year detailed Planning is carried out for the 
following year.     Fro« this information,   therefore,  it is possible 
to assess  the Profit Objectives   for that year.    The information 
contained  in the plan can,  therefore,   be  rearranged aa a Profit 
Plan,  its achievement being the  responsibility of the appropriate 
management. 

In order to assist management in the achievement of this Profit 
Objective, information must be presented to management on a regular 
basis in order to guide their day to day decision making in an ever 
changing business  situation. 

The normal  criteria in the presentation of such information is 
as  followst 

Information should be prepared promptly and accurately 
as aoon ae possible after the actual  circumstance 
has occurred. 

The information should be simple,   easy to understand 
and should highlight the key areas  requiring management 
attention. 

What information  is,  therefore,   required for the Coke Plant? 

first of all Cost Standards should be prepared for each product 
produced so that when actually producing during the period in 
which the standards operate, £f£&tflil£i. can be assessed. 

What costs should be included in the Cost Standards? 

In our view only variable costs should be included since when 
volume fluctuates it is essential to compare like with like in 
order to maintain control. 

Our definigtion of variable costs is,   therefore, as followsi 

"Costs which will not be incurred if the plant is not 
in operation". 

Which costs fall   into this category in the Coke Plant? 

In our view only Prime Material Costs and Ehergy.    The only 
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other   variable««   being  UH   followsi 

Selling Fino ut   (okr;   caused by mix of Salea. 

Selling Friere of   Hy  Ftodui ta 

Rate of generation  of  My. f r urfui t a. 

By  comparing  therefore,   the actual   rfiulu duri fig  a  given period , 
variances  in tema of   losses or gaina on »rol i »   ran  be 
calculated.    Appendix   I   list»  the variance» which ran be 
calculated and  11 lu»trate*  the basis of  the calculation. 

How,   therefore,   should   the other coat*  be control ledî 

The other costs should be controlled by a »yate« of Pined Coat 
Hudgetting with reaponsilul ítiea for the control of individual 
ite» allocated  to  the  appropriate Managers. 

What  arr   the various   categories of Fixed Costs? 

They aie a» fol lowst- 

Costs should be split up  into 
departments with a  further subdivision into direct and 
indirect  costs   in   the case of production departments. 

Controllable Fixed Costs.   Costs which are  fixed  in tenta 
of production voluae but whose level can be  controlled 
by management. 

Other Fined Costa«     Costs which are within  the plant over 
which Management have no control.    Depreciation would 
fall   into  this category. 

Allocateci Fined Coats.    Costs which are not within the scope of 
the plant,  but which are allocated to all  plants  in an 
overall  distribution. 

The allocation of  fixed  costs  can be split up  into  these cost 
headings fron the current planning information and monthly 
accounts.    In the  interest of good control,  however,   it would 
be beneficial  if each  cost heading was based on first 
principles rather than being related to historical  data. 

The following illustrates the detail  of this approach. 

Ç°f t BfritM» Malt fill QaVTff 

Calculation 

100 ajen require gl ovest 

glovea should last 6 months 

200 pair per year required 

Cost per pair 50 dinars 

Plan      1.000 

1 
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Uli»   is preferable as previous  cost   inefficiences  are not 
built  into  the system. 

In addition fi\ed coat expenditure  should be budget ted  for 
in the month  i* is expected to occur  rather than  the Monthly 
figure being l/l2th of the year.     Thin mo greatly facili ta tei 
the extent of  the control. 

How should  this  information be presented to Management? 

The  first  thing that management will   want to know  is 
"Have  we  beaten our Profit Target".     Then whether   they have 
or have  not|     Why there was a difference?    In general   tema  the 
differences can be caused byi 

Variances 

-       Por sonai   Income 

Controlable Fixed Costs 

Other Fixed Costs 

Allocated Fixed Costs 

The  first  sheet of information should,   therefore,   contain  this 
data. 

The  remaining  sheets one for each heading will,   therefore, 
contain  the detailed build up of  the  differences.     The attention 
of  management  can,  therefore,   be directed immediately  towards 
the key  areas. 
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APPENDIX I mimïa 

1. iSÀMK 

(Actual Tonnage - Standard Tonnage) x Standard Contri'mtinn 

2.     Coke Salea Price 

Actual Sale« - (Actual Voluac x Standard Selling Price) 

5-     By Product Sales Price 

Actual Sales - (Actual Voluae x Standard Selling Price) 

k. Tar Production 

5. Benzol  Production 

b. Sulphate Production 

7. Wf U-LUÌi 

8. Coke Gas 

9¿ V.P.  Gas 

10. Steam 

11. Water 

12. Cosyiressed Air 

13. Coal 

H. Sulphuric   Acid 

(Actual Voluae - Standard Voluae) x Standard 
Contribution 

Actual Cost - (Standard Cost per Ton x 
Actual Tons) 

Actual Cost - (Standard Cost per Ton x 
Actual Tons) 
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COKE      PLANT 

PROFIT    STATEMENT 

SEPTEMBER 
1972 

CUMULATIVE 
J   TO DATE 

823 
(104) 

Planned Profit 
Less Actunl  Profit 

DIFFERENCE 

8319 
16594 

(927) 7775 

»e^e^eaká fiv 
(408) Variable Costs 6636 

4 Personal   Income (170) 

389 Controlable Fixed Costs 3633 

(912) Other fixed costs (2326) 

- Allocated Costs 2 

(927) 7775 
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COKE    PLANT 
VARIANCES 

SEPTEMBER 
1972 

7569 Planned Contribution 

7161 Less    ctual  Contribution 

(408) DIFFERENCE 

Reoresented by 

79 Volume 

(470) Coke   Sales  Price 

30 By Product Sales Prire 

77 Tar Production 

(19) Sulphate Production 

(154) Benzol Production 

5« Gas  Production 

22 Electricity 

19 Coke Gas 

(120) Blast Furnace Gas 

127 Steam 

13 Water 

(18) Compressed Air 

14 Coal 

(66) Sulphuric Acid 

(408) 

CUMULATIVE 
TO 

DATE 

69120 

75756 

6636 

82 

6259 

373 

644 

(21) 

(1035) 

249 

131 

(1060) 

1032 

296 

84 

(172) 

117 

(343) 

6636 
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COKE    PLANT 

PHtSOHAL INCOME 

SEPTEMBER 
1972 

Actual 

37 

106 

306 

160 

5 

6U 

Ik 

26 

8 

12 

6 

66 

680 

3*5 

1023 

Diff 

POSLOVODE 

VK 

KV 

PK 

NK 

RAMICI 

HUKOVOD 

V S 

v 
V S 

SS 

NS 

SLUZB SA HUKOVOD 

UKUPNO KOKSARA 

ADD DEDUCTIONS 

BRUTO L D 

CUMULATIVE 
TO DATE 

Ac tu« 

332 

862 

297^ 

H97 

29 

Diff. 

569'» 

1*1 

8'.- 

115 

57 

571 

6265 

3162 

9*27 (17D) 



I«)'J - 1 

SEPTEMBER 
1972 

Actual Diff 

1 12 

223 34 

(2) 2 

310 (7) 

29 51 

26 (19) 

108 (21) 

4 150 

7 

21 

5 190 

5 

15 27 

1 83 

63 (63) 

194 9 

386 (52) 

7 1 

26 (0 
1 

53 (53) 

1450 376 

COKE    PLANT 

CONTROLLABLE COSTS 

CUMULATIVE 
TO DATE 

Actual Diff 

125 (8) 

2215 98 

22 (22) 

2768 (41) 

426 294 

405 (342) 

845 (62) 

51 1335 

3 40 

15 174 

24 1731 

39 6 

277 101 

18 738 

492 (492) 

1777 50 

10 (10) 

2909 97 

70 2 

230 (5) 

4 5 

135 (135) 

c/p 2B78 3556 
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•sffTHUS  
1972 

Actual Diff 

1460 376 

1 (1) 

6 (6) 

2 (2) 

1 

1 

39 (20) 

52 30 

5 

15 

- 5 

215 34 

212 (34) 

90 - 

52 

TO DATI 

B/f 

Actual 

1*7« 

49 

16 

2 

5 

233 

Di   I 

3356 

(<•) 

(49) 

(16) 

7 

4 

(32) 

643 

43 

93 

n5 - 

41 

lf36 303 

190* (KH.I 

M>7 3 

43 

IM« 3*Jt» 
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COKE    PLANT 
onm COSTS 

1 

l«»73 

Af ttMl 

l'I 

44 

»r*3 

tu 

i 

Ih ft 

(7) 

l'i 

iiind 

,'ii 

nel 

ut 

Mi 

l I '» 

CUMULATIVI 
TO DATE 

Actual 

14 

34 

100 

394 

7751 

49» 

io a*» 

44 

Diff 

(1*) 

20 

206 

21 

2 

(3306) 

633 

(1026) 

(3) 

26 

(«» 

91 

1026 

%%#» t*U) 
•%,943 <2Hb) 
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COKE PLANT 

ALLOCABLE COSTS 

1 

SEPTEMBER 
1972 

Actual Diff 

418 

117 

141 

CUMULATIVE 
TO DATE 

Actual 

3760 

1055 

1267 

Diff 

2 

(2) 

2 

b7* éM2 
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STANDARDNl  TR0SK8V1 

Prodajna Cijena 

KOKS        KATRAN 
Per ton    Per  Ton 

5*» 3.00      528.00 

SULFAT 
Per Ton 
460,00 

IÌENZOL 
Per Ton 

370.00 

MINUS 

Direkian Materijal 

Elektro Energija 

Koksm  PI i il 

Viaoko -  Petfni PI in 

Tehroska Paro 

Industri.jska Voda 

Komprimnani   Zrab 

OKUPNO DlRHtTNI TR0SK0V1 

PI in 

Katran 

Sulfat 

Benzol 

40.000. orr 
730,000 

450.87 432.88 21.16 

1.55 32.82 1-.16 2.25 

9.52 

19.32 26.58 

.78 113.18 215.81 58.03 

.14 24.26 3.60 1.70 

.57 4.04 

482.75       170.26 666.49 104.72 

60.25       357.74 206.49 265.28 

.400 6700 5270 
juffo  3.2OJÉ730ob0  .92JTfÑtoO      «725É 

54: 

11.454- 

(1.90)«- 

1.91«- 

CONTRIBUTION 126.50 
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COKI   PLANT 

"JA! 

SlRiPWRlC   A1.ÍP 

ACTUAL 
000 ND 

ACTUAL 
000 TONS 

ND 
POI TON 

STD 
000 ND 

VARIANCE 
000 ND 

246509 

2551 

547 

5.1 

490.87 

732*88 

246,626 

2,208 

• 117 

(343) 

249060 248,834 (226) 
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EFFECT  ON  PROFITS 
OF A 1* CHANGE IN 

000 ND 

v/  i'rice of Coke #64 
t   »'rice of GAI 400 

4   »'rice of Tar 123 
;   Price of Sulphate 31 

' '   on of Coke 924 
« Nun of Gas 400 
'   ion of Tar 8'» 

on of Sulphate 14 

-1--C Price of Coal 3291 
i '   Price of Sulphuric Acid 29 

<• i   Electricity 2 

(Joke Oven Gas 7 
VP Gas 14 

*   st earn 5 
Water 1 

Compressed Air - 

•   Personal  Incoa« 123 

ble Fuel Cost« 291 
1   Costs 302 
Fixed Costs 8 



- jirî 1 
«**   A«EA     FOR INCREASED     PROFITABILITY 

I.    INCREASE IN TONNAGE 

Tonnage per Year       • 

1% Increase       • 

Contribution per Ton (baaed 

on external salee of large 

cokes) - 

730,000 Tona 

7,300 Tons 

343.5 ND per Ton 

ADDITIONAL PROFIT 'i^iTF1 "P PT TW 

KEY      AREA     F9|t      LOgg OF      PBOFITIBILITY 

PLANT SHUTDOWN 

Tons per Hour Im per Ye»r 
Days per Year x Hour« per day 

739.9W 
366 x 24 

83*1  Tons per hour 

Contribution per ton 

(based on external sales 

of  large   cokes) • 3B545 ND per hour 
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PART V 

GENERA], CONCLUSIONS 

1. A substantial amount of work, which has been extremely 
valuable in re-orienting the business and commercial outlook 
of many members of the Kombinat, has been carried out in the 
fields of organisation structure, marketing and finance 
by the P.A. and YIICOR Consultants.  However, throughout the 
project, the Consultants continually had to exert much 
pressure on the Kombinat Directorsto obtain the use of 
counterpart staff.  The staff seconded to work with the 
Consultants were not engaged full-time, and there were many 
changes in personne).  Although disadvantageous and 
tiue wasting in some respects this had the very important 
advantage that many more of the Kombinat staff received borne 
training and gained some experience of the Consultants' 
techniques and approach, than would otherwise have been the 
case. 

2. The Kombinat is such a large and diverse group of companies, and 
the problems to be solved in the organisation structure, marketing 
and finance functions so numerous and complex, that a foreign 
consultant input of 7<) consultant weeks could do little moie 
than attempt to make the Kombinat Directors and staff aware 
that such problems did exist, and were capable of solution through 
the application and implementation of the techniques demonstrated 
by the Consultants, 

3. Problems related to production matters, for example, technical 
and technological developments, investment in new plant 
and machinery, increases in production and productivity, 
labour and material cost reductions etc., are of much more 
interest to all levels of management in the Kombinat than 
problems concerned with corporate objectives.  This was 
demononstrated by the much greater interest created by the 
Industrial Engineering Project described in Annex 2,  which has 
already had many mentions in the Company Newspaper, has been 
reported in the National Press and has been the subject of a 
short national television programme. 

'u  Costing, budgeting and financial control techniques are now 
becoming much more widely known and accepted by Kombinat 
Directors. There is a wide field of application for these 
techniques} in this project, the Consultants have provided the 
training, demonstrated the implementation and shown the way 
for extension throughout the enterprise. 

5.  There is little possibility of introducing line and staff 
organisational concepts such as are operating in western and 
other developing countries.  This has been amply demonstrated in 
many other projects in Yugoslaviti and is endemic to the 
self-management system. 

b. Motivation of management, particularly middle management, to accept 
increased responsibility or to make decisions, is almost completely 
lacking. 



-   JIV   - 

7*      Methods of deciaion-makiu£ and co-ordination of activities  in the 
self-management system between Boards  of Management, Workers1 

Councils and Exectuive Managers  are slow and cumbersome. 
Tins aspect of management   in Yugoslavia must be the subject 
of much more detailed attention and investigation if management 
itself is to become more  effective. 

8.      AB a result of  the above  conclusions  the introduction of  such 
techniques  as Management  Development,  Management by 
Objectives  and Corporate  Planning requires a completely different 
approach from that adopted  in western countries  if any value 
is  to be obtained from them. 



ANNEX I 

- 2ih    - 

INDUSTRIAL ENGINEERING PROJECT AT 

R.M.K.-ZENICA 

At the end of April, 197'*, a report was prepared for the Client 
outlining the progress made in the Industrial Engineering 
Project since its commencement in September, 1972. At this 
time, industrial engineering techniques had been introduced 
by the P.A. and YUCOR consultants into the gear largest 
companies in the group and into two of the smaller metal- 
product making subsidiaries.  In all, more than 50 members 
of the Client's staff are now permanently engaged in carrying 
out industrial engineering work. 

In order to illustrate the progress which has been made and 
some of the problems encountered in this essentially production- 
oriented field, it was considered that it might be useful to 
quote parts of the conclusions to the above report, in order 
to round-off a total project, which if not completely 
UNIDO financed, liad its origins in the original diagnostic 
phase. 

"CONCLUSIONS" - EXTRACTED FROM REPORT TO 

1.  General 

m-w\miï 

The original direct contract between P.A. International 
Management Consultants Ltd., and R.M.K.-Zenica was 
completed on 31st March, 197** and the new contract with 
Steelworks - Zenicais anticipated to finish in 
December, 197^»» 

At the beginning of the project in September, 1972, progresa 
was slow, both in terms of project work commenced and 
in gaining acceptance by managers of the need for 
industrial engineering. Now, however, in Steelworks- 
Zenica, Steelworks-Hijas and at Iron-ore Mine-Ljubijaf- 
firm foundations for the future of the function of 
Industrial Engineering have been laid, even if progress 
at these locations is a little slower than anticipated. 

This satisfactory situation, must not, however, be the 
occasion for complacency; in each enterprise an enormous 
amount of work has yet to be started, both in terms of 
projects and in educating management to understand and use 
the data which industrial engineering is providing. It is 
essential, therefore, that the relationships which have been 
established to date, between members of the Industrial Eng- 
ineering Department and senior managers in the Kombinat 
and subsidiary companies, are continued and strengthened in 
the future so that all levels of management understand the 
importance and far-reaching effects of the work. 
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AM a result af  the  investigati»«! already («aelete«,  partly 
iaaleaentea' Md/or »n progress at this  tta», »stia»tes of M 

financial  acnefits have •••H aeée «aerever possible Mtf are 
fol lows i 

LOCATIOM 

Siltlivrai - jjiiit • 

- Blooaiag Mill 730,000 

-  Transport 127, OK» 

- Material  Usage ¿kfim 

- La «our Resources %7,Oat» 

- Casting Tools M .000 

- Nachiae Saep 19%,000 

- OveralI 1,000,000 

TOTAL a, i% V»o 

Proa our expeneare so  far  ia weratag a«  i.N.a.-eeatre, ee 
believe  that the overall   ftaaartal  aaaefit» which eaaaie: 
•e available eventually  to  tae laabiaat   MMì  its •aheie'iar« 
csapantes fach year,  as a resal t of  the appi Matt«« aai 
laaleaentation of  iaeu»trial   engineering  tethaiaaee,  «»tent 
all enterprise»,  eaa  larluaing tnveo ligation»   tat« waft 
organisation aaa* aetaaés  ia aaanaistrat tve f«arti»aa, 
should be eteess ofi 

3. 

Altheugtt aanageaeat CM he aatisfioë vi la the peagrae» 
t» aete  m the  tatreaWttea of  teaaetrial engineer tag 
tao Keabinet, a  Ieoa at  the  taaaëtate  ea»it~term ma  là» 
longer-tora fatare »hews  that  there are a naaher -I  patato *ht»h 
give rise to <»a»ia»r«bl» loneera.    Ihtw  tatiaé»  tae »ori  «la* 
growth of the neieeeery  tathsetrial »agiaeeriug •*•««**   «tall at 
laabiaat  level aai the eaten»tea aai énvetapanat »I aajo* penjaei 
work    iato the aatateaaaro area. 

•ar toaaeat* 
are as  fellowoi 

Itag tae»» peaatea» 
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*t   Ito  •*-•«#•>*   ti»   «fc» P»MM HW«I   f«i   !MH«UI»I 

toft«»*rttq|  *•  toatn«*«   (»«•(   to*   »«It   i».    ««uff   «w«tor«  »It* 
»to  «•»»•••n    iraiitiiii  «wl  »«MM ».»•*•   «•»   I »«««I   «ml   to« »I «J» 
• «to>trt*t   »*«jt»»»> »MJ ««ri   i*  «to  tMriiiMii   »*t»r|»t i •»•. 
• it«  »to   •*-•**•!   p**irmm    -f   »tMM«*i«»i «f   «Iti«   v*rfc, 
*fc » «  »»»•»•JM»   i«   •*• ••» II«   «MMì»*JM«*»,     In*t t • «M t,   •• 
«It»*»    »-•••••«"»•   *»»    •pt+*4   »ii.M   «ft«»   ««ft   Mr«   »t*|<tt» 
tit» «*•!••«   «I   lit»  writ  »til   W   »»«to »4 *«MI   ¡ti»«   «ill 
«Ht«Bt»*t«    i »to   «»  mM«ti<l*>ii»i   >*«tlii,     V»   »»•««•»«•I 
I*MI»I«   •*«!<•«•   i.   idin   to   r»t «   f»   tjti«   «iitMiiitn  »ml 
provi 4»    »fc»   •**•>««•>••   «»ili   *  gfntf   »I  *«   I»**«   li*» 
p»»f>»  £•»••*••«••  »to  •»»»•«•i»  *«I«IIM<»*4     fit»«'-   t»»*|»l* 
«w»t  IM>   ««-«»uto «Mí  M> ft«««  tit»   i «JH* M mu « *   ••>  4i»#«t 
p»«)»»i«   m ttti*»i   »»»to»'*i  ptm* *•*»«,  ••**»! i<^ 
4t'f*rMM     •«*»•«'•*!    *«|i«*»riM|    '»• toi|»»*«,    iMMl»t 

ili*»*   «Mfn » * »••, 

fM     p¡r*»**««   «Ml   f«to*»   ft ««r «••»»•    «I   »«ri   «4» i • It   IM*«*   •»•• 
plMftt»     »•*     i •*»»•• • • • • I    »«§IM«»I n*g    «itkitt    «|M>    totolt*«! 
«•II   f..      M»« i urn win   •*M»r«»«i*« «to §M»4M* »   »f   ««•§•   m 
*»to»    «|M«    *|tJ»Hti»*«    «til    M>    IHII«    **tll»«tM|.        I»     tat«    »«Ml 
v»   >*>4BM»   »to«   Ito   toafctM»1   »*»•  M   là»   *»r«M»> 
•I    f.4.     l««»rtM»« t«*«M»l    %HagPMM*t    I <M*a«tl «Mit i    I »4.,    »ft   • 
«•>••««••   IMH   AM I«p   l*lT^  «Ml   !•••».   IM  «»to»    «It*«   «Ik» 
• •M>r >•«*••   «to   ••p*««l*»   MnpMtmt   4Wt >«f   «MM    *»•••    «I 
•MlgMMNM   » «MM»! ta»» »  pr»i**i*   m   tn»     • ««•  «to   «t»»l 
iNÜHitrt      ••   h»   Mt«*to   I»   »to   *«(*•• !•«   I »*»•*• I «Mtl« 
•to tosa»»«*'   ltotot*»»i  Ito >••>•• IM  *t»ft. 

I»  4»*»,    t«N*»*»i«i   »«MJIM>»» i«g  «wtfc   in   tit»   i— i m » twin t 
l>» »4 to*   toMt   l>«i«»4   «•   tv»   pt«|»«t*   . I   <M*»I »«r«*-*•»:. «. 
•»    -Mlii*»l     «tot     i        ••    ti««llt    «H«»*«M     «to«    •   «tjwt 
|N>wgttoto   "I    »•*»•« t0»«t«4t,    t*l«Mlt*g a»>MM»MM» 
• *fHt>*«*l*4»,    plMMM«*»    »»Ht-•»••*»I Ili   «Ml   .«*«**•»,    *to«tl4   fe* 
«•iettato»,   »•»«»•lit  • »  • t»«i«•»»%•• «#•>. • «to »«««MtMll* 
** -M*»» 9mp* «•*••»•»••• •«•••• «to lutotiwii.     tor* 
•#*)••»•   «M* 14  «pi   «»It   »»to   I*   i». r»«**4   »ft t. ••*** 
>• «II   MktorptiM*«,   *•»•  •••14 •!•«•   It»  wto   «•  pr«**té» • 
»•I«rèi«   «M*t«M>   «f   4illM  to*«««*«Mftt» «Mt   f*t    Ito 
•»% Iti«*«*  éi'l •»•  hM«j tollt.     •»  to I • •••   itot   lèi* 
p»«i«*«   .«   ••>   »«p»« «••«  «Ml MiMwit«  «to«   i«   »ill   iffiirf 
tè»  t»i ••«.«• •»*»•«••*• .1  f.».   «WE  I^H>*I«*  «»••••M«««* 
«iti IMI   *•  Ito «MJH'*•*••• •! •mtHHi *   i»ttoi«ir»>   i» 
• «•»I«****,      km   m   r*««li   «•   r«*«4toMMl   »It*»   •   ••••*• t» 

»I   ••*•»«••   *•«*   •*#%   t*   M«to.»*i»4   '••   •»»*»••••• t1 • 
1, 

I» 

!• «**  »«m»«»!   ^««to  »I  H»f»Mto»  •»  »»r«  •*to«i   ••  •••!•! 
••••pHJMIt   ••«»   MM»    ••l»«4to ti**t   »I   ptm, •«•«•a   • I4H*41   «I 
•4to«*>«j «4>»** -•'•«!*« «tft.iMMt  »tt»»»» ito toaNttwt« 
•tfi»»«.      K  4»**,   *•*••*•*,   «»«Il   «»•   Mtn   •«••  to*   toto  ••! 
ittoMNi «to M> ito atoitot> «I ltojk«M>i <i«ii  «• «atotiato 
«ft»   *»•*•*«§  M   pMi|*«t   ••«%.      Hi   •***i4«t    «tot    «•   M» 
•••«*•• «••  ito •»*• •• •.tt.i.-.tokt*«,  têt*  «• •• «•>•« Mt «Mr« t 
••   «A«   *to    »••tt*l    «•««•«to««««   »I    iMtotti«!   »HMJ>«••«!«g 
«••*  ito >••»IMI    •  ifT».     tt> »»to»   u •*••*•  ito«  MM* 
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• p**J««t «til IHM» MM MMMMT    , 
élNtiàM, •—ini Mí awl i* MfêrtiM, «• r— 
ti»  Nil-ti» «MittMM« «f r.A.   —à YVMCUv 

toatflto «**•* •*• 
MtlM  it 
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ftfeJMUv 
Ml   ••tti* Mt  MM 
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