G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

MICROCOPY RESOLUTION TEST CHART
" NA: Bk ale ot AN e







0L 4ot

UNIBO CONTTACT No. 70/ 0%

FINAL REPORT:

On the provision of services for the
recrganization and improvement of
management systems in existing and
newly designed plants in Poland

H., B. MAYNARD-EUROPE A/S
Hovedgaden
2970 He¢rsholm

000360




Snamia

During the autum of 970, thwes consultants fram Maynard-turope
dslivered 8§ man-months of servics in Poland. The thres consultants
were attached to the Folish Managsment Development Centre (PMIC).
Their work was a part of a larger programs aiming at improving
managemant systems in Polish industry. The subjects cowered bty

the three Maynard consultants were: Marketing Management, Corporate
Planning and Management Information Systems. Knowledge and experience
of these three areas of Managemsnt were dessiminated through a number
of seminars and direct consulting work. The latter oconcentrated on the
pharmaceutical industry (POLFA).

The Seminare covered closely to one hundred officials from Folish indu-
stry, industrial associations and governmental bodies associated
with industrial development.

The consulting work at POLFA resulted in a large number of recommsn=
dations on how to further improve administrative and operational con-
ditions. In the field of Marketing Management emphasis was on increasing
exports in order to raise foreign exchange eamings. In the field of
Corporate Planning the weight was on long and short-range methods to
increase the plarning coardination between POLFA headquarters and its
many manufacturing units. In the field of Management Information Systems
it was recommended to revise existing plans for tl installation of a
comprehensive computerized system, and to aim at the application of a
uniform coding systen Advanced techniques to improve financial planning
and control in POLFA were also suggested.

The Maynard team operated in a very receptive industrial climate.
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In Decerber 1969 the UNITED NATIONS DNDUSTRIAL IEVELOMENT
ORGALI IZATION (LHIDO) invited proposals for the provisian of

services for assistance to the Goverrsent of Polev.

The Inquiry Specification attadhed to the invitation indi-

oated that WNIDO under its Special Industrial Services Pro~
grerme of Technical Assistance had "undertakmn to assist the
Govermmant of Poland in the reorganizstion and the irprovesant

of managemant systems in the existing and newly designed plants®.

The Inquiry Specification also said that the services of come
sulting firms would be required to provide two teams of expertst

Toam 1. 1.
2.
3.

Toam 2. 1.

2.
3.

Management Consulting Expert (Team leader) 4 monthe

Valus Analysis Expert
Production Scheduling Expert (EDP)

Managemant Information Systems Dpert
(Team Laader)

Corporate Planning Expegt

Marketing Expert

2 monthe
3 monthe

3 momthe
3 monthe
1 month

Maynard-Europe submitted a proposal for supplying Team No. 2.

Early July 1970 WNIDD awarded Maynard the contract for this team.
The cantract for swpplying Team No. 1 was awarded to AB Firetage-
administration, Stockholm, Swedsn.

A2 Backgroyd

The general backgrond for the INIDO project was described in the
following way'!

b
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*Ivdatrial owigeent in Poland has reeched o point
e {t: futwe expansion depends mainly on the owr=
all lprowsant of rapagement skills end other releted
fectors. iphesis is plaoed on a coordinete! effort to
incorporete the atvenced raraserent tectniques, With
this in view, the Polish Managerent Devaloprent Centre
has been conducting various prograwes in the industrial
systems. At present, Poland experionams shortage of
qualified specialists in the above mntioned fields and
therefare needs service of top level consultants and
eperts in industrial menagement and organization of
indstrial production as well as fellowships for manage-
rial psrsorvel.*

T™e Polish Managesent Developmant Center (PMDC) was established in
1960 as a United Nations Special Fund Prolect. The executing agency
was the International Labour Office (ILO).

&l _Origioal Proiect Specification

The Inquiry Speeification gave the following cbjective and scope
for the project:

*The experts camprising the two teams shall give eonsul-
tation to selected industrial enterprises in regard to

the introduction of modern management systems, including
system design and analysis, value analysis, multi-level
dacision systems and some operations research techniques.
The problems of teachnig techniques will also be included,
The tears will be assigned to the Polish Management Develcop~
mant Centre (PMDC) and shall assist the Osntre in oonducting

training progrewes for exmcutive personnel in the abowe-
mntioned fields.”

Job description for the work of the six experts involved were
attached to the Inquiry Specification for guidance purposes.




The Job Description specified two main areas of duties for the
experts!

lecturing, and '
Cansulting

lectures and Serminars were to be given to staff of the PMXC and
to managers and evecutives fram industrial enterprises, associations

and ministries.

Consulting Services were to be provided to the PMDC and through
PMIC to the electronic industry,

1,4 Project Specifications in the Centract

The contract for the assignment was received from UN1DO in the

early part of July 1970. The dutics of the experts listed in the
original job descriptions were repcated in § 1.02 with minor changes.
In § 1.03 it was added that although the targets set forth in § 1.02
were intended to be reached through a co-ordinated team effort, the

experts should individually be responsible for certain tasks.

While the original inquiry specificaticn and the job description just
talked about assistance to industrial enterprises in general and speci-
fied one sector only (the electronic industry), the contract talked
about assistance to four specific industrial associaticns. (Association
of Dyes and Varnishes Industry (FARLY), Association cf Fharmaceutical
Industry (POLFA), Association of Cable and Llectrotectnic Lquipment
Industry (UNIKAEEL) and Association of Autamation ard Measuring
Instruments (MERA)).

1.5 Start of Project

On Septerber 21, 1970 the Maynard team consisting of llilas Nilsson
(team leader, Managerent Information Systems), Jan Askholt (Corporate
Planning), and John Croston (Marketing) arrived in Wersaw.

During the beginning of the assignment several discussions took place
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on how to mest the actual needs of PMDC and the Polish industry

the best within the limited time available. It was agreed to '
to rearrange = within the frame of the contracted 35 man-wesks =

the spportionment of time between the three subject matters , in

the way specified in the Programme Schedule. Management Information

Systems was allotted 11 man-weeks, Marketing and Corporate Planning

12 man-weeks each.

The programme schedule agreed to is reproduced in Appendix A.
The Polish counterpart organization is described in Appendix B.




2a..Cenerel Backgrownd

2.1 _Folich Eoconggy '

The preliminaries for the Polish 1971-1975 Five Year Plan have
been characterized by extensive official discussions about the
convenience of a further decentralization of administrative and
economic responsibilities in industry. In Nowember 1970, the
official party organ Trybuna Ludu presented a series of articles
outlining a number of planned changes in the economic system and
in the organization of Foreign Trade.

It was considered necessary to establish a closer link between
the industrial associations and the foreign trade activities.
Such steps would reduce the existing separation between Polish
industry and the customers in its export markets and improve co-
ordination in supplying their needs.

In addition, the methods of accountability and of measuring results
within the framewark of the global targets:of each industry are to
be modified to allow for more effective, flexible and direct control
of the balance between hard currency exports and the import of raw
materials, machinery etc.

In the previous five years, experiments had been carried out in which
some of the above changes were irplemented in individual industries.

The present steps aim at an extension of these changes to more indu-

stries, and at the establishment of a formal structure for implemen-

tation.

2.2 Polish Industry (organization)

Industrial associations in Poland are similgr to big industrial
corporations or trusts.

In the industries mentioned above the direct organizational
responsibilities for foreign trade activities are being transferred
to the individual industrial ministries (and in some cases also to
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associations) with effect from lst January 1371. The Ministry of
Foreign Trade still retains the over=all responsibility for main-
taining balance in this field by coordinating the industrial
activities,

A specific directive from the Government, announced at a Plenary
Session of the KCPZPR = the Central Party Committee, = was issued,
outlining the new organization. The internal organization of each
industry concerned is currently being adjusted accordingly. This
will involve some moverent of personnel within the export function
from the Ministry of Foreign Trade to the industrial organizations.

This policy also means that a revised financial structure has to be
established with objectives of better control of operations, and
emphasis on exports. In general, each industry should be self-financing.
Special cases of export financing would be considered by the Bank
Handlowy (Commercial Bank) as advised by MiZ (Ministry of Foreign Trade).

Foreign trade eaming targets for each industry are to be set, but if
the targets are exceeded, a proportion of the excess is to be made
available for the financing of imports. The balance is to be retained
with the Treasury. This is of particular significance for industries
importing machinery from hard currency areas.

The way industries in Poland are organized can best be illustrated
through an exanple. As such the pharmaceutical industry has been
chosen and the Organization and Reporting Structure of POLFA is
illustrated in Appendix C.

2.3 PMDC

As mentioned above the PMDC originated as a Special Fund Project with
ILO as the executing agency back in 1960, Now the Centre is operating
as an independant institution. The main fields of activities were from
the beginning foremen training, office management and other training
courses. Today these activities have developed further into the fields
of advanced management, computer techniques, consultanty training,
operations research, network analysis etc.
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A great nurber of overhead projection figures were shovn and copies

of these were later distributed to participants. Because the PMDC

had planned the Seminars rather early in the project, it was not
ssible to develop caces from Polish industries for educational

use in the elaborations at the Seminars. However, Folish partici-

pants explaired their approach to MIS and Corporate Planning and

this was then discussed in the light of the raterial brcught by

the team. An illustration of the Polish contributicns, a descripticn

of "MIS Development in POLFA" is given in Appendix I. /n illustration

of the tearn's contributicn is given in Appendix J "Major Steps in the

Preparation for a MIS",

33 Dxpert lanel Seminars

Again a concentration of the seminar activities was agreed with PMXC
resulting in three one-day seminars in the formn of expert panels
held at the end of the assignment. One day weas assigned tc each of
the expert fields of activity. Details of the senminar objective and
schedule are given in Appendix F,

3.4 Concluding Remarks

With the expert panel seminar a fremework for the lecturing part of
the assignment was achicved and the three days of expert panel
discussions formed a sunring up of the major yproblem areas and the
moderm managerent techiniques available for their solution.



14.3 Consulting Work in Polfa

4,1 Introduction to POLFA

The Association of Pharmaceutical Industry (POLFA) controls
12 manufacturing plants, 2 pilot plants, 1 exreriemental
plant, 2 research institutes (Institute of Antibiotics and
Pharmaceutical Institute) and 11 research and development
units attached to the manufacturing plants.

The Polish ministerial - industrial organization and reporting
structure as applied to POLFA, was referred to in 2.2 and
Appendix C.

According to the most recent figures (1969), POLIA has some
15,000 employees with the following category distribution:

= Manual workers 76%
- Engineering and technical workers 15%
- Office Staff 6% .
= Others M

Imports of raw materials for drugs for 1969 were about equally
divided between socialist and non-socialist countries. The division
between major product groups was:

- Antibiotics 26%
- Steroidal hormones 23N
- Vitamins ] )
- Psychotropic drugs 3%

The major product groups of POLFA represented 1969 the following
percentages of total production:

= Antibitotics 0%
« Vitamins 164
= Product of animal origin and

hormones 10%




About 40% of the total production 1969 was exported,and about
80% of the exports went to socialist countries.

The major exported product groups were 1969:

- Antibiotics 2u8
= Hormones 28y
= Psychotropic drugs 10%

The distribution of POLFA products on the home market is
performed by a special organization called CEFARM falling
under the heading of the Ministry of Health. The export is
carried out by another organization called CIECH falling
under the heading of the Ministry of Foreign Trade.

4,2 Marketing

4.2,1 Objectives

The objectives for the consulting wark in the field of marketing
at POLFA were laid down at the start of the assignment and can be
sunmarized in the following:

study the market structure with emphasis on the export
market ,

develop methods to detect opportunities for growth,
examine the organizational aspects of marketing,
evaluate the utilization of external and internal
sources of market informatian.

4,2.2 Approach and Findings

The Marketing counterpart, Mr. Myszewski, PMIC, had drasn Wp a
general framework of the activities of Marketing which related
the analysis of marketing activities to the specific situation in
Poland. It was discussed in detail, and after some modification the
final form was agreed as a simplified general model of Marketing
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and used as a conceptual framework in the consulting woerk as
well as in the seminars.

POLFA already has a system by which information on the world
market conditions of pharmeceutical products is recorded and
analyzed.

The system was tested in order to determine:

1. the speed at which data could be obtained,

2. the amount of information it would provide
wpon a nunber of suwbjects, including the most
likely new developrents in a particular field.

This method of classification was found to be effective, and
the informations extracted from the file reascnable and up to
date. Although manually operated the classification could easily
be used in a future computerized data recording system.

The usual characteristics of Pareto distribution were found when

an ABC analysis was carried out cn the products., During one exami=
nation of the original data used for this analysis several comments
were made as to the way in which some products were specific to only
a few markets, and that perhaps this could invalidate the conclusions
of the analysis.

The data therefore were rearranged in matrix form to show the sales
of individual products to indivicdual countries, including only coun-
tries representing 80% of foreign trade, and products representing
80% of the total manufacture, The gaps in the matrix - which was sub=
stantially triangular when the countries were arranged horizontally
in decreasing order of total sales - indicated further export oppar=
tunities.

Further developrent of the method showed that by grouping products
and types of country, a rapid and effective model rewealing opportuni-
ties for further growth and utilization of existing resoruces could
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be gained. Alternative forms of the same diagram were also used
to explore potential markets for which either new products or
new marketing methods and techniques would be required.

An analysis was made of the rate of growth of each group of
products to determine any obvious changes in their relative im-
portance. The comparison of sales to socialist and non=-socialist
comtries indicated fundamentally different patterns. Possible
opportunities for growth of exports were indicated.

The exports to & major developing country were analyzed in order
to illustrate the way in which the market position of POLFA in

an individual country could be assessed. A separate numerical
example was developed. The model used tock into account the present
share of all world exports of pharmaceutical products, the general
position of trade between the country and Poland, and the level of
development of the country expressed in terms of total expenditure
an such products, and the income per capita.

A satisfactory agreement between the actual and theoretical exports
was obtained, and the method of analysis was written up in Polish.
It was then applied to a second country with satisfactory results.

For the demonstration of forecasting techniques in POLFA a single
computerized (ICL software) model was used comprising a linear trend
fitted by standard exponential smoothing techniques to the past data,
caprising a 12 point seasonal set of coefficients. The model was modi-
fied so that all errors were given equal weight, irrespective of the
seasonal coefficient. A statistical test was applied to the errors
using the Trigg tracking signal to detect bias in the forecasts.

Methods of estimating possible sales levels of new drugs were examined
and a sinple manual method for estimating the total sales to an indivi-
dual country was specified.

During the consultations with POLFA, considerable use was made of
graphical representations of the market situation in order to cbtain
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the relationships between the various factors, and to enable
new approaches to be synthesized. Some of these vere:

1. Use of semi-logaritmic three cycle graph paper for corparison
of the rates of grosth of sales of individual groups with each
other and with the total production.

2. Two simple block diagrams were prepared relating the sales to
socialist and non-socialist countries and the proportion of
finished products and raw material.

3. Ranking methods to corpare the relative importance of products
in socialist and non=-socialist markets.

These methods provide indications of considerable opportwnities if
the relationship between the most successful procucts marketed in
both areas is examined in detail to determine opportunities in long
term forecast.

4,2.3 Recommendations

Based on the findings, discussions were held regarding actions
required to irprove the present situation. Below are listed some
of the recommendations developed:

Marketing Managerent should be developed as a separate function
reporting at Director lewel.

A Marketing Research Department should be set up with responsi-
bility for both market research, forecasting, investigation of
methods of marketing, and reporting of opportunities of export
trads.

The Marketing Research Department should be responsible to a
Sales Director or a similar executive in charge of corporate
policies and developmant.
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Information obtained from journals, the Antibiotics
Institute, CEFARM, CIECH, and other sources should be
aggregated at the Marketing Research Departrent. The
information thus developed should be routinely dissemi-
nated throughout the organization.

A report showing changes in demand and the current rates
of sales should be prepared at intervals of not more than
every two months. This report should be circulated to all
concerned parts of the organization.

Mathematical rethods should be applied widely to provide
the basis for forecasting and control.

The co-ordination of marketing and production should be

strengthened, in particular regarding the introduction of
new products.

4,3 Corporate Planning

4,3,.1 Objectives

Soon after the start of the assignment it became clear that it would
not be feasible to aim at the original objectives for this part of
the consulting work. The main factor being the limited calendar- and
consultant time available.

The objectives were consequently modified to:

demonstrate and discuss the many elements and
activities inherent in the process of corporate
planning in general as well as with particular
erphasis on the conditions in POLFA.

4,3,2 Approach and Findings

The consulting work in POLFA started with a number of informal
lectures and discussions.
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The elements and activities of corporate planning were illustrated
through a conceptual planning mocdel, This model was described in
the form of a camprehensive series of flow-charts and the areas
covered are shown in Appendix ¢, : "A Systemrs Framework for the
Development of a Corporate Plan",

The model comprises the following system flow=charts:

31.1 A Calculation of Potential Market

31.1 B Calculation of Sales Forecasts

31.1 C Calculation of Sales Targets

31.2 A Establishment of Advantageous Marketing Mathods
31.2 B Establishment of Marketing Plan

31.2 C Division of Marketing Plan and Budgeting

31.3 A Collection of Data for Control of Order Level
31.3 B Preparation of Proposals for Corrective Actions
31.3 C Alternative Planning and Revision of Plans

The meetings highlighted a number of problems regarding short-rangs
as well as long-range planning, e.g.:

One Year Plan:

1. High amount of buffer inventory,

2. Long factory cycle time,

3. High inventory of final products,

4, Production time per ton varies widely for some products in
synthetic department.

Five Year Plan:

1. Targets for the Plan are static, in spite of a short life cycle
for important products,

2. Difficulties in establishing priorities for research and develop-
ment,

3. Difficulties in defining objectives such as profitability, security,
social etc.
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As causes for these problems, the following suggestions were
ment joned:

a) no strategic planning for the production

b) no market inwvestigation

c) no sensitivity analysis of the costs for alterna=
tive production plans for the same sales target

d) insufficient quality control

e) average life time for products are approximately
four years

£) economic contribution (in dollars, rubles and zlotys)
for an individual product is not known.

The problems and activities of corpcrate planning vere further
elaborated through discussions on subjects like:

1,

2.

3.

4.

5.

Information needed for gross production planning in the
short-range. Emphasis was placed on specifying needs for

each product in discrete tire periods of short duration, which is
the forecast-order output of an organizad marketing system,

Priority rules for loading factory capacity, indluding
making allowance for the effects of uncertainty,

The application of direct costing techniques to determination
of cost contributions of subproducts, and products,

Sensitivity cost analysis to analyze alternative production

batch sizes and altermative inventories of final products,

dmul ation methods for the strategic plan to meet the difficul=
ties of a static planning system in spite of rapidly changing
of cbjectives and targets,

The organization problems in POLFA which makes it difficult to
analyze alternative plans in a centralized planning system.




4.3.3 Recormendations

During the many discussions, a number of suggestions developed
on how to strengthen the planning function within POLFA. Re-
cammendations of more general nature were e.g.:

Give increased attention to establishing policies and
long=range targets for the pharmaceutical industry as
a whole, and for each manufacturing unit.

The manufacturing units should interact more closely
with POLFA headquarters regarding their detailed know=-
ledge of actual cperating conditions.

Recommandations of a more specific nature were e.g.:

Production targets need to be adjusted in order to
reflect conditions which arise.

Production batch sizes need to be flexible.

Methods for reducing uncertainty of production times
need full inwestigation.

Direct cost methods for establishing the currency contri-
butions of products and sub=-products are required.

4.4 Management Information Systems

4.4,1 Objectives

After discussions with the PMDC and POLFA it was agreed that the
objectives for this part of the assignment should be:

1.

2.

To make a review of the Tarchomin EDP pilot system togather
with Corporate Planning expert,

To make a review of the financial reporting system and the
costing system within POLFA.
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The purpose was to find out if the existing systems and the
possible plans for their future development would tie in with
the expected information requirement inherent in a future
developrment and application of modern management systems

and techniques in the areas of Marketing, Corporate Planning
and Management Information Systems,

4.4.2 Approach and Findings

The consulting work in POLTA concentrated on the philosophy
behind the approach and the contents of the information system
rather than on pure carputer techniques.

A study was made of the major features and the information

contents of the EDP pilot system under development in the Tarchomin
Factory. The foundation for this development was laid by a number
of ILO assignments in the years 1963-1965. The six master files

in the Tarchomin pilot system are listed in Appendix H which also
contain the data processing sub=systems inherent in the pilot. The
system is still under development and implementation and it is
estimated that the full completicn of the "énalytical" phase will
take another 2-3 years.

The plans appear to be basically sound but far too general in
specifying the details of the future development to allow for an
opinion as regards their specific characteristics and adequateness
to cover future management information needs.

The 16 digit product code applied in the IDP pilot system at
Tarchomin is different from the standard product code developed

for the pharmaceutical industry in Poland. The first seven digits

of the latter code forms the so called "SWW code" which is a standard
product code covering all industrial activities in Poland. The SIM
seven digit code group is immediately followed by a second code group
of six digits, forming the so called "SWA code" which has been special-
ly developed for the pharmaceutical industxy.
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The 13 digit SWW/SWA code is not satisfactorily constructed and
its capacity will not be capable of coping with the needs for
future extensions. This short coming should receive special

attention in a future review of the MIS system in POLFA.

The fact that the Tarchomin pilot system comprises a product
code which is different from the Polish standard industry code
may be of minor importance as long as it is kept entirely within
the pilot files. The planned transmission of product data via a
cormunication network from the computer files of one unit to
another within POLFA will, however, be seriously hamperec by this
difference in product codes.

A review of the financial reporting system in POLFA was made by
studying the general chart of accounts of the Polish industry and
especially the chart of accounts for the chemical industry. The
study was then extended to the financial reports betveen the manue-
facturing units and POLFA Headquarters.

The chart of accounts was very systematically and well developed
with detailed instructions for the accounting of all possible

operating and financial transactions.

Equally systematic and well developed is the current financial
reporting system based on quarterly financial statements (Balance
Sheet and Profit and Loss) from each unit in POLFA, backed up by
operating statements making detailed comparisons between planned

and actual results, calculated on the basis of a costing system

which also seems to be very well elaborated with detailed instructions.

However, the study gave the impression that the prime purpose of the
reporting system is the control aspect, which seems to have been given

too detailed emphasis at the expense of the planning and decision as-
pects.

The costing system in POLFA is very systematically and well developed
and cdetalled instructions are issued for the calculation of an accoun=
ting for production costs. The method of full absorpticn costing is
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generally and consequently applied = but mo exarples wete riven
of the marginal costing approach.

In order to establish in practice »*at faciliiie: the POLIA
costing system offered tor the aprlicition nf 4 marpinal onet
analysis a nurler of ba .ic cost elements vere btracte! from
the eost accounting rep 1ts of all nanufacta ing units in FOLFA
for the years 1267-1969, It was found that elerwnts {n the cast
sheets could be directly used to form the ba:is for a rarginel
costing or breakoven analysis (e.p. per mwwfacturing unit, per
product group, per product).

il e

The consulting activities gsnerated a meter of discunsines on
how to speed up the POLFA MIS installation av! hew to improwe
{ts usefulness as a tool for decision making.

Recommendations along the following lines wete discuseed:

POLFA should onsiderally broaden {ts systers developsent
activities in the sence that gl] mwnufecturirg wnits are {ns tructed
to organizs themselwes for the carputeriseticn of certain hasic pro=
cadures.

The experience gained Ly the Tarchomin pilot should be utilised an
a much broadsr basis in order to shorten the time cycle in rew
installations.

POLFA should settle for gng product code to be applied in gl] its
systems. It appears natural to chose the SW/SIA industry standard
cods as a basis = provided it can be rodified to allow for futwe
product expansion .

POLFA should develop standards for the coding of inguts - a sart of
“mata cods” - vhich would facilitate the dewalopremt of a owmEn
data bank structwe and futue inforvetion storege and retrieval
procedures,
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A wessmatic gulicstion of Pinewial planirg o contrel
winiqms bk !

Finanelel @ Syerating Metic Anslysie
Ivterfim Coeparisms

FHrawial Planing e

Tientidle dajget Sytal

Posponeibility Acoownt ing SysGER
Nuginal Coeting Amlysis

wuld ove iderebly sgruow S presamt flnenciel control system,

e calouiat lon ot avparism of financial aw! operet ing retics
oonld alsc Pl Uw baeie far dowicping fineelel plarning mdels

of geet vale for the cusperete planing o cmtrol activities
vithin ve MO Grog.

A voview of Ow enlsting conting system vithin FLAA shvuld b
aade in onier 0 et e Ao @v! roge rofitdillty oriented

policiee fre Yo narteting of egort products.

A soen as Vw contesy letnd changes in the orgmisational sweewe
of TOLJA "ae busn cleariy estadiised e twiic arerating systsmm,
®e orgmrisational reletimships ot Inforvation flows should be
srwyed. Tts ajectives sheuld ts to prepars 4 detalled i-10 yoar
R for the Gvelament of ¢ arpurtertased *intur=unit® MIf hetewn
POLIA Voadquarears ol (ts mandectaring avd ‘latribut ion it whieh
@e gragrghleoally ¢l gpovest within Peland.

Outaide assistanm dwuid do saght for the dow swwvey & wll @
for e inwotetion of Gu sgested financial plamning ad evtsel
wdnigms.
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Cansulting Activit

As a result of the seminars and the publicity given to the
project by PMDC, a number of officials approached the Maynard
team to discuss problems from their own organizations. Some
exaples of this consulting is listed below.

$;,1 The Ship tuilding Industry

Two members of the industry wanted to discuss the organization
of Market Research., A draft proposal of the planned activities
was presented and discussed, and a final solution was agreed to.

In addi tion, charts of the information flow and the role played
by Market Research were prepared in order to show its relation=-
ship to the decision making structure of the industry.

/
© 52 _The Automation and Measuring Instruments Tndustry (IERA)

Consultations were held with representatives rrom ERA and a
representative from NETCONEK to discuss further development and
organization of export marketing.

The computer programme for exponential smoothing was applied to
a series of data on export, and showed clear turning points.

The methods of analyzing such data were discussed with rembers
of PMDC who will repeat the analysis for the further service
supplied, and report on their characteristics.

§3 The Autorcbile Industyy

The majority of the POLMOT consultation was with respect to
market ing organization, and the preparation of new organization
charts and specifications of responsibilities,

Lach activity was specified, and the departments in which it should
ocour were discussed. A number of reviews of the total activities
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of the organizaticn were made and a first proposal of an
organization chart was presented.

The chart was discussed in detail, and two weeks later,

a further draft was proposed. Coments were made on this
draft and the irplications discussed in very great detail.
It was suggested that additicnal charts were needed in
order to specify functicnal relationships as well as the
departrental and line relationships.

Further analysis of the position of Market Information and
of Market Research in the organization appeared necessary
to ensure that both the long term and short term needs were
met,

It was recamended that the final chart and job descriptions
should be checked againzt the list of activities to ensure
that all have been fully specified, and that no overlap occurred.
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Appendix

COUNITERPART ORCANTZATION

A. According to PMDC Plan and

B. Actually Punctioning

Mr. Teresa Wilczewska

Dyes

Schedule, July 13970 Counterparts
Managerent Information Systems
PMDC: Data Processing Division Part-Tire
(DPD)

Mr. Richard Kruk POLFA
Mr. Zbigniew Dreabek PMDC Mr. Zbigniew Drabek PMIC
Mrs., Danuta Krolikowska PMDC Mr. William Dylewski POLFA

A Mr. Marian Kaminski POLFA | (from Jelenia Cora Factory)

Dr. Marek Greniewski MERA Dr. Marek Greniewski MERA
Mr. Wodzimierz Mardal MERA Full-fire

Mr. Marian Kaminski POLYA
Corporate Planning
PMDC: Management Division (MD)
Mr. Jerzy Idzikowski PMDC Mr. Jerzy Idzikowski PMDC
Mr. Janusz Plasecki POLFA | Mr. Janusz Piasecki POLFA
Mrs. Kwieta Kurkowska POLFA | Mrs. Kwieta Kurkowska POLFA
Marketing
PMDC: Management Division (MD)
Mr. Antoni Myszewski PMDC | Mr. Anteni Myszewski PMDC
Mr. Jerzy Steczniewski POLFA | Mr. Jerzy Steczniewski POLFA




' Appendix C.
THE NATIONAL CENTRAL .
PLANNING BOARD j

FIVE YEARS PLAN

(f..» —_— e L -
' PR - R U - iSRRI
MINISTRY . | MINISTRY r MINISTRY “
! or OF OF
L HEALTH CHEMICAL IMNDUSTRY l FOREIG! TRADE |
Y DIRECTIVES: K
HOME MARKET Production Value EYPORT MARKET
| Profit
. w Sales Tax Y
i. B Vages Fund oL }
l CEFARM J Materials { ‘
~~+A Capital
. (DISTRIBUTION) ( PRODUCTION) ( DISTRIBUTION)

' ASSOCIATION OF
. PHARMACEUTICAL ',
ORDERS *" INDUSTRY (POLFA) | ORDERS

- i

Y

A ] OPTIMAL PLAN FOR THE WHOLE
POLFA ASSOCIATION

12 Manufacturing Plants
2 Pilot Plants
Yearly and 1 Experimental Plant

) Quarterly .
i port 2 Research Institutes
Re s Production Value
. Profit
Sales Tax
Y Wages Fund
fapri
- apita y N .
; INDUSTRIAL
| FACTORY |
. £
1. EVAWATIO OF ALTERIATIVE PLANS
2. FINALLY AUTHORIZED PLAN
e Y —

— S
FRODUCTION MATERTAL 'FACTORY COSTS  SALES |  {COUMULATION
Voluma/Valus : - Sales

_ Voluma/Valus , _ e beeie . (Profit’

b Tax

The Present POLFA Orgenization and Reporting Structure.
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Appendix F.1

CODKK - UNIDO - PRZEMYSL
INFORMATION No 3

The first part of tnc UNILO pro~remn: of asniatance
will Le acconplished in December 1970, "ae consulting
eod tesching service of oxperts “:iu ea uard Co gnd
Flretagsadministration covored the :reas of [ive sBube
Jects, namely LALAGHUENT INPORVATICH SYOUIENS, FRODUCTICH
SCHIILULIEG, CCRIURATL PLANIING,HALLLTING,and VALUE ANALYSIS.
Severud seminaras were carried out with alnest two
snndved of participants. Iour associations, LiigA, PULFA,
Uideli’8y and UNTHABLL were consulted as well as several
cuort-time discussions with gome other industrial
urite took plauvae.

In eooperation and with the acccptunce of experts
& firal seminar will takn place on Degcember 9, 10, and
11. Tho obJectives of this semipar are the following s

1. 1o present the most iuportant ideas end krow-how
in pome of siubjects covered by tho progremme of

aasistance using the pesel-discussion method,

r
-

To pyesent some experts conclusicns and our follow-up

Policy in these areas in the mear future.

The ceninar will be carried cut in Inglish /without
trarslavionl/ 4n room 305.

PRI (6) B | .
1. 1) paneliats | You aro inmvited to a meetin; on Monday,
December 7th, 2 pume coom 113 t9 eichonge iGezs 6o

}..pare pancl - discussions.

€. All invited CLIKK workers ! Plsase deliver a shors

1ist of problcns you intend to discuss or e:ipect to de

presented on & plece of papor to lirs.Alisja FARUZLRNIAY
/vooz 113/ not later than Decembore 3 rd.
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Idne Gcochedule of the Sominacr

WedrendaY, Decewnber 9th.! 10 aem. - 3 pum.

Subject : MARXLETING
Fonellsts ¢ Mr.John CLRUSTCL, liv.Nilas NILSSON,
Nr.tntoni LYSILWSKI, ir.2laksavder

KRZYMINSKT,

Iniitad paxrticipents from COLKX @ v
Mr.iadrzed "IAIEL, Mool opedd ZABKOZ'{IO‘I,
Nr.Jersy IDZIS0WSKL, Me.?)bold XOSHALA,
Sir.Stonislav ZANZYOKI, ia.ilcdzimiers
SCKLLOVSKI,, Mpa,tanda WOJSIECHOWSKA ’

Invitod guests
Mr.Klemens DIALEGKI /50Pis/,
Mr.Jerzy sTLOZNIEVSKI /POLFA/,
+ ten workere frou sssccictions and foreigm
trade cowparies, graduated from our
MALKETING SIMINARS.

Responaible for the orzonization and invitatlions ]
Wr.Antoni MYSZEWSKI,
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Mt seBy, Lecrrber TOtR, 10 a.ms = 3 pen

buwoe wne

Subdzat ¢ UANAGEMENT  INFOCRMALIVL SYETENS

Paneliabs ¢ Mr.ilas HILESC, Mr.GUata THOMEN,
Lir.biavex CLERIE YSRY, le.Jarusz GOSCIRGKE,
Invi.ted psrticipants ficm COLKK &
Mrs.Danuta KROIIKOWSKA, Mr.Wiodzimiers
SUKOROWSKI, Hrs.vanda IUTOSLAVUSKA,
Nro.Vanio VOJCIECHCVCZA, Nr.Heuryk SADCWNIK,
¥r.Witold KC3VAIA, Mr.Jerzy IDIIKOWSKI,
Lir.Andrze) KISIEL, Me.Andrzej KILLCZEWSKY,
ttr.Zbigalew CHRCSCTCIT, hp.bavek SELAWSKY,

vr.Starias o ZARLYCEY,

Tavited guests t MoJlindraey TALUUSKT /LUWAR/,
Mp./bigetea GACKONEX /RUiP SLPDY
Nr.Darius: “UCIARSKY /ORUPY/,
Pr.indreed FHOLINU KO/,
Mr.Mavie: EAULINI s 2CLeA/
dr.dbigniew BOGLATOWICH /i10=3rcse0ing o

Reaponsible for the or crizaticen apd .'wvlutionu' (]
krs.Danuta KRCLIKOWSKA.




Ayperddix F.6

Viatug,y Losembor Htl; W ety = 3 pa,
A oo + NN .

Subiget ¢ PLAKHING &Y . /Urewm Tup " v 'emant Lo S0
Prodwetion Plaaning with Dede
rreeensing/

Fnr it § Re.bidas FILUBC.., HMe.00stA "INEEN,

Bpeitteld Mui'Aba, cdesay MLEIWNMRR,

NeJdea ALK,

Javite- GCURE weohewe ¢
Mre Demuse KRCLINC &0,
Be.5dedzialers MKCIVWIRE,
Mye . sada AJOIKTHG LA, los . Cendl
NTLBL. kA, Mo ionryh BATURIN,
Reededrsay KlalLhb, «r.loepeld
BPNELTL S, Feoda' . JAK LSKE,

My llagek RRIAWELL, wc3de.le ZICHOWEOR,

bledauniga BMIAQGHL R,
Teviteo guenta ¢
Neirdesnd TARR K] fLLEAN,
Boib udew GAKCLGETD ZRal uirey
Meohiarse § UL LY JFaDd,
Mer Xulete .udd LShA /PLAIN ,
Brdonar VIAT NE /LN,
Re Narek ... ST /LSRN,
aponsidie Cor W0 ssgantsatior and favitaiiongt
KreDoawta KROLITLI ... and KR Jecay EDRLNL BRI,
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Appendix E,

§§:ECI'ICATION OF THT INIORVATION COUTENTS OF TEE TARCHOMIN PILOT SYSTEM

The system conprises the following six master files:

K ) = MAITR'AL AND PRODUCTS (Installed)

K 2 « TECHNOLOCGICAL DATA (Under installation)

K 3 = OPERATING STAIDARDS (Planned but not installed - specification
under development)

K 4 « SUPPLIERS AND CUSTOMERS {(Planned but not specified)

K § = FIXED ASSETS (Planned but not specified)

K 6 = PERSONNEL (Planned but not specified)

The data processing systems are divided into the following three groups:

1. Planning Systems - partly installed
- production plan

material usage, standards

material supply plan

semi-finished products balance

direct cost plan

sales plan

monthly planning documents

2. Control Systems - partly installed
- material lewvel

material usage, actual

material cost, actual
cost analysis
cost distribution

3. Apalytical Systems - planned

- oost control

- production plan control
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MIS DEVELORIENT T POLFA

Counterpart: Mr. Mariam Kaminski, POLFA.

The Rcle of BOZETO.

BOZETO (The POLFA Group Centre for the application of EDP Techniques)
is planned to play a ccordinating role in the development and imple-
mentation of systems within the POLFA Group. The irportance of an
active support of this developrent by management at all levels within
the Group is emphasized.

Systems development at the Tachormin factory = where the POZETO Come
puter is being installed - serve as a pilot for the subsequent imple-

mentation of similar systems at other manufacturing units in the Group.

Information frem the systems for each manufacturing unit will form the
basis of a centralized planning system for POLFA. Decisicns regarding
the appropriate steps to be taken in the development and implementation
of the central system will be taken by the Croup Management upon the
presentation of proposals from FOZETO. |

BOZETO is also responsible for the development of mathematical/statistical

models and the application of other OR-techniques in the local as well as
in the central information systems.

Phi losophy.

The diagram on page 6 illustrates the basic philosophy of the Polish experts'
systems approach in PCLFA (translated from Mr, Kaminski's original in German).

Preparatory Steps.

The development and implementation of computer systems within the POLFA
Group is planned to be preceded by a number of preparatory steps, such as:




) Q.

b.

C.

Appendix I
page 2/7

A nurber of seminars will be organized for the
rmanagers at all levels in the FOLFA Grouwp in
order to train them in the employment of modern
rmanagement methods and techniques.

A special coordiration and training program will
be worked out in order to prepare the individual
experts in the systers development teams for the

necessary close cooperation under the supervision
of BOZETO.

A corron oo'e gysten end other standardization and
modularization of system elements (input, programs,
output) and their current updating will have to be
introduced.

The preparatory steps inwolve considerable organizational difficulties
as regards coordination and availability of trained experts,

Developrent of Manufacturing Unit Systems

The table on page 7 is an illustration of the planned general scope of
the development of ELP systems for the local manufacturing units in the
. POLFA Group. A portion of the system has been installed but the major
part of it is pending implementation awaiting the installation of new
tape-oriented computer (ODRA Model 3104) which is now taking place.

At the manufacturing unit level distinction between two phases of planned
information output is made, viz:
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1. The analytical phase producing information (plans,
reports, analysic) inherent in the precent Polish
structwe of recording, planning and reporting,

primarily on a monthly baces.,

to be aggregated and selected for decision-making
at varicus organizational levels, usually with a
shorter time cycle than one ronth and aiming at a

real-time application.

In the present systems develcpment at Tachormin, priority is being
given to the analytical phase (number 1 above) for the following
reasons:

a. It comprises a large volume of input data for
which the manual processing is very time-consuming.
The irplementation of the EDP system should thus

result in considerable savings in clerical work.
b, It constitutes the basis for the wvery difficult

and tire-consuming task of developing and structur-
ing the data bank.

€. It contributes to the establishment of the necessary
skill ard discipline in processing data.

Developrent of the Central POLFA System

At the POLFA Group level it is also planned that the two phases =
the analytical and the decision-oriented =~ will be applied.

These phases, of course, are dependent on the campletion of their
comterparts in the individual manufacturing units. Development in
stages is planned.
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Eigst Stage.

In the first development stage, to be implemented between 1371 and 1975
the central system will only corprise a limited level cf integration.
This comprises mainly the planning functicon including "cptimization"
(mainly static models). This is due to the fact that there are no
facilities available for the transmission of data between the varicus
geographically dispersed units and the central data processor.

. Second Stage.

Campleticn of the analytical phase of the central sistem is first of
all dependent on the similar ccmpletions at the manufacturing unit
level. It is believed impossible to do this before the end of the
year 1975 for the following reasons:

a. inadequate data processing facilities (computers

and means for data collection and transmission)

bs organizational complexities in the implémentation of
the integrated system would slow-cown the systemse
development within the individual manufacturing units.

¢. organizaticnal difficulties connected with the problems

of getting the Group Management to accept and use adwanced
informaticn systems.

Third Stage.

The next stage in the development of a central system is the introducticn

of autamatic replenishment of materials and the allocaticn of other resources
to the local units. Again, the level of development and integration in the
local unit determines the pace by which a central planning system can become
operational. This stage will be compléted in the 1975-1980 time frame.
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To acconodate such a centralized system it is necessary to achieve
effective cormunicaticn retheds. It is foreseen that sometime be=
tween 1975=1980 all individual ranufocturing wnits in the POLFA
Group will be equiped with small "satellite" computers connected
with EJZETO by means of a telecormunication netvork. The first
experiements with such data trancmission techniques, based on equip=
ment imported from the USSR, is planned to start in 1972-1973.

The time lag before this level of integration can be achieved is

‘ believed to have the advantage of making allowance for the improve=
ment of the actual planning system. The scope of development of a
central corputerized planning system is the factorization of the
technical and economic plan through the erployment of a large number
of analytical, technical-economical indices measuring volume of
operation and financial performance. The informaticn base will in
this case consist of data from the local master files. It is stated
that aggregated planning based on computers makes it possible to
work out several alternative plans facilitating decision-making by
makirg allowance for a quick evaluation of the consequences of each
alternative,
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THE SCOPE OF SYSTELNS DEVELOITMENT FOR MAKUTACTURTIG
INITS IN POLYA
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— 7T

SCOPE

S ANBIUEE R
FUNDAMENTAL PRODUCTICH

Production of goods and

global quantitative = qualitative production
Balance of semi-finished products

Production capacity

Technological background of production

Control of production

PLANNING

RECORDS

CENTRAL ANALYSIS
OPTIMISATION

XX X XX
b I >
b
b

MATERIALS ECONOMY

Wear and tear

Demand

Orders

Delivery

Tumover of materials

Quantity of stocks

Clearing of suppliers accounts

b X X X X
X X KX *
® XM XX b

COSTS OF BASIC PRODUCTION
Calculation of costs X
Clearing the costs x
Standard costs X

SALES

Home & export sales X
Tumover tax X
Profit X
Turnovers X
Quantity of stocks xix

b I I
o X X

LOYMENT AND WAGES

loyment and wage fund x
Calculaticn of wages
tructure of employment

oKX
*
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MAJOR STEPS IN TIIE PREPARATION FOR A MANAGEMENT TIFOPMATICH SYSTEM (MIS)

STEP 1 - IEFINITICI OF OBJFCTIVES

S A I )

The normal long-range planning horizon for a corporation is five years,
and comprises:

Development of Products and Product Mix
Developrent of Plants and Equipment
Development of logistics Facilities etc.

The cbjectives of the overall corporate information system development
activities must be determined. Cenerally, they are the following:

a. To supply top-management with all information necessary
to develop strategic corporate plans and policies,

b. To supply operating management with reports showing the
difference between planned and actual performance.

c. To adjust flexibly, and economically, details of the
operating plan to reflect actual conditions as they
occur.,
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If these general objectives can be achieved it also means that the
following information needs can be satisfied:

a. To have ready access to all information necessary
for the support of management decisions in situations

which were not foreseen.

b. To tranzform basic data to valuable information
assisting managerent in planning the long=range

activities in their area of responsibility.

c. To supply valuable information both horizontally
"and vertically within the organizaticn so that
top management as well as operating managerent
and departments are being informed in the right
way. The value of the technique called "managerert
by exceptior!' 15 to be stressed because it allows
managerent at all levels to avoid being "snowed
down" with information which in it self could e
valuable but not necessary for the individual

manager because:

= it falls outsicde his area of responsibility
= the results reported lies within the limits
established in the plan.

d. To supply information when it is needed - i,e. in
. situations where irmmediate decisions rust be taken =
s0 that these situations can be kept under control
and priorities established.

The importance of coordinating the establishement of long-range corporate
objectives with the objectives of MIS must be recognized. This relation=
ship is, however, often igrored.
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STEP 2 = ORCANTIZATICH OR MIS TEVELOPMENT

— o G G e w—y

The developrent of MIS is a corrpm‘:'iehsive and time-consuming teck, It
is therefore essential that the organization of thic work is well

planned right from the beginning. It is necessary to have an orpani-
zation capable of plarning, designing and bUmplerenting all phases of

the system. An example from practice (SKI') is shown on jage 7, fig. A,

It is necessary that the responzibility for comprehersive system de=
velopment is put on one single perscn within each organizational unit
involved - the Central and local Project Manager in the attached cxarple =

reporting directly to the Central and local Managing Director.

The Project Manager has at his disposal a VWorking Group of experts
representing the System Techniques and the System Application Areas
outlined in the lower left part of the "MIS Developrent Structure"
on page 7, fig. B.

It is also essential that the system development activities are supported
by representetives from the various departments involved. These could be
organized in Reference Croups (see page 7, fig. A). The advantage of such
an arrangement is two-fold:

- many years of practical operating experience can be brought to bear
upon the MIS develcprent

- resistance from those reprecenting the practical experience can be
brought to light. By taking part in the development process as advisors
they will also psychologically be better motivated for, and comitted to,
changes.
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Depending on the size of the organization involved it is also
advantageous to arrange for regular meetings with special In-
formation Groups corprising otlier represertatives (executives,
unicn leaders) of the orpanizaticn not directly involved in the
MIS develcprment. The purpcce of these meetings is to give current
inforration about the system development activities = their scoje,

problerms encountered ctc,

Another important type of technical support to the Project Manager

is the assigrment of outside consultants. Their comtritution is of
special significance because they can draw from their practical and
technical experience of similar assignments. Caonsultants also have

the advantage of representing an independent and unbiaced opinicn vhich
may differ from the "cfficial" internal munagerent attitude.

- e . —~— . W — -

2.2 _Selection aﬂd__'l‘g‘_‘a_i_n_i_ng of Systems_Staff,

This is an irportant facter in the developrent of the MIS plan,

Since the design and implerentation of MIS involves many new technie
ques it is necessary to have a program for the training of the systems
staff - which preferably should be recruited from inside the organie

zation, This emphasizes the inportance of the activities of

PMDC and other institutions for managerment and expert training.
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SIEP 3 = SyCunMALTC DO Uil

3.1 Datailed Anglysfs

A systematic documantation should be made of necescary (existing or
planned) information flows within tre organization = lised on e tabliched
policies and long-term targets of the corpany 1o renticned at the outset,

It i3 necessary to make very detoilod gnd ~croorchen lve Ctiudies in order

to collect und document the infcrrition re .ijred for a conplete definie
tion of the problers in this area., & carefully wrred cut syuter for
classifying the docurentation is alio neceuiary,

The analysis should start with a detailed docurentat’on of the existing
system, This is, above all, valuable for lccating wealre:sses which could
be corrected without the need for changing the whole of the hasic system,
Such rapid irproverent; many tires puy for the effcrts nale, This detailed
analysis also forms a basis for the dewveloprent of a plan for the MIS work
and serves as a checklist and source of reference for the MIS {mplemane
tation. It also subctantially dirinishes the risk that minor but vital
details in the system is neglected,

The detailed docurentation analysis 15 based on the application of the
following tachniquasi

a, Flowscharts indicating the data flow from input to output in
the system under study, and the volumes of data with a pre-
dicticn of growth,

b, Diagrams indicating the flow of documents and {nformation
between units,divicions departments and individuals with
the organization,

¢, Adninistrative cost analysis based on work msasuresent, jod
descriptions etc. also including the establishwent of how the

performance of one unit, diviaion or departwent influsnces
other units,
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¢ Mstreints plamd on the systemy, such as timing of werious
ﬁt‘“! evenie,

e Malysis of regeons {1 the existing synter being the way it is,
including te philoscpiy behind the manageme.t reporting methods.

T™he scope of the systematic wd dmtalle! analycl of the information
flows is to reduce voluminus reports and rassive flow of detailed
statistics to crisp, shart, maningful control deewrent: allowing
Manageaent to conocentrate thelr attention on the significant facts,

22 _Oungrel by Network 1going

™ic detalled documntation and analysis work {c very comprehensive and

time-consuming. 1t is neces.ary that It in carvied out within specified
tiss limits, It {5 theretcre recommended that modern techniques of net
wrk plarning be applied to this activity.

Pweher {llwtrations of the above metiiods are given on pages 8, 9 and 10,
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