Information Management

You as J Franklin have decided to work during the first weekend at Burke Engineering to begin to sort out the information system so that the company could take effective decisions on where it should be going and what it should be doing. The opportunity for three days of uninterrupted work Saturday, the 13th of March, Sunday and a public holiday on Monday had been too good to pass by, especially as the hotel accommodation, that J was still using, was uncomfortable and noisy. J had found that within Burke Engineering, each department was largely independent.

This made information on specific departmental matters inaccessible to others. No attempt had been made to integrate information, or to produce common approaches to particular problems. This worried the new MD who felt strongly that the company could not function efficiently without the easy transfer of information. J found that there was no systematic collection and organisation of information within the firm, and was determined to establish a system that would allow all employees, including management, to understand the problems that faced them so that everyone would be aware of all the issues that were involved in reaching sensible decisions.

On the Saturday morning, at 0930, the telex started to clatter with the following message: "Please supply quote for 155 phosphor bronze series 5 valves in dollars best price Export with end user certificates for Saudi Arabia. Must have decision as soon as possible as client is impatient. Absolute deadline for quote Monday 15th, delivery by end of June. Payment 60 per cent on acceptance of quote, remainder on completion of order.

Please reply as soon as possible. Should you be able to reply sooner, possible further order before the end of the month."

Signed Bajin Arromani.

Because the quote would have to be completed before the end of the holiday, you as J Franklin begin to try to contact various members of the production, technical, and sales and marketing departments who might be able to provide information about the order. Most of them could not be reached due to the lack of contact addresses, while the remainder were away from home. However, with the help of the security guard, who was also working over the weekend, the MD was able to get into the marketing department and find some information about the product and its costing. 

By checking the current product list, it was clear that the company did not normally produce the series 5 valve, one of the standard valve range, in phosphor bronze, nor did it commonly deal with orders requiring end user certificates. You know that though the company manufactured some items in phosphor bronze, the larger valves, such as the series 5, were not produced in it, as there were substantial problems in casting the material. There was no information as to whether the company actually manufactured it.

The MD was also aware that phosphor bronze valves were commonly used in high temperature chemical plants, especially those producing pharmaceuticals or pesticides. Such phosphor valves could be used for the manufacture of chemical weapons. However, the total value of the order for the usual valves would be around 560,000. With the added value and complexity of casting in phosphor bronze, the order would be very profitable, and with the majority of the order paid in advance, the company could not possibly lose. 

The order would provide a substantial boost to the company cash flow, which was suffering badly from the strain placed upon it from delays in payment for Argentinian and other orders. Phosphor bronze valves, if they could possibly be produced, would place a substantial strain on the foundry, which was currently under pressure from the Moroccan order, which already was overdue. The MD knew the position of this order, but did not know exactly what the overall order schedule implied for new demands. A more serious problem was the exact nature of the agency agreements in the Saudi market. Though J realised that there were no formal agreements in any country within the Middle East, there were a number of informal undertakings. However, there appeared to be no existing records detailing such relationships. You are also unclear whether acceptance of an order from a Middle East trader would interfere with existing structures.

What action should you as the MD take?

a) Accept the order on current prices?

b) Accept the order at premium prices?

c) Refuse the order?

d) Delay the answer for as long as possible?

You as MD finally manage, with great difficulty, to contact C Phelan, the Technical Director, by telephone on Saturday evening. You learn that there would be certain problems in producing the series 5 valve in phosphor bronze, but these were not serious. The costs of the raw materials and the difficulties of machining the material would mean that the costs to Burke Engineering would be around 30 per cent higher than the current price charged for the standard series 5 valve. The amount of time that would be involved in their manufacture would be approximately 10 per cent longer than the standard, in line with the experience on other valve types which had also been cast in phosphor bronze. 

The Technical Director did not know what the production schedule was and suggested that no action should be taken until this was clarified. Phelan had no idea on the exact relationship of the company with its various Middle Eastern intermediaries and suggested that the MD should clarify this with the Sales and Marketing Department who were responsible for this. It might be possible for the MD to contact Gemayel Allerian, an agent responsible for sales in North Africa, who might know who Bajin Arromani was and whether the order should be accepted and on what terms, should the MD fail to contact the sales and marketing department.

What action should you as J Franklin now take on the Bajin order?

a) Accept the order on current prices?

b) Accept the order at premium price?

c) Refuse it?

d) Continue to delay the order?

e) Contact the production department to ascertain the production problems associated with the order?

On Sunday morning, you manage to contact Gemayel Allerian, the main dealer involved in Burke Engineering North African sales. The MD learns that from time to time Arromani orders from Burke Engineering rather than some of the other European manufacturers for particular markets, especially those that had particular problems with US regulations concerning trade with Iran and Libya. Every year, he ordered around €700,000 of goods from Burke Engineering and had been one of the best customers in the region, for the last 5 years. He had good contacts in the various ruling classes throughout the Middle East who were the main investors in chemical factories. He was always willing to pay premium prices for all the products that he ordered from Burke Engineering but demanded that promised dates should be entirely met. 

Gemayel also indicated that though Arromani had continued to be a good payer, some of the recent orders had met major problems with the end user certificates. One order, initially specified as designated for Saudi Arabia, had appeared as supplies for a chemical plant in Libya; a small order for Oman had been diverted for North Yemen. These orders were however only a limited fraction of the total orders that had been placed with the company during the last 5 years.

What action should you as J Franklin now take on the Bajin order?

a) Accept the order on current prices?

b) Accept the order at premium price?

c) Refuse it?

d) Continue to delay the order?

e) Contact the production department to ascertain the production problems associated with the order?

Late on Sunday evening, you were also able to find the production manager, J Malran, who had been caravanning in the country. J learns that they have had experience of producing the series 5 valve in phosphor bronze and had indeed manufactured some for a previous order for Arromani. None of this information had been included on the sales literature as no decision had been taken by the Sales and Marketing Department as to the future of phosphor bronze products.

What action should you as MD now take on the Bajin order?

a) Accept the order on current prices?

b) Accept the order at premium price?

c) Refuse it?

d) Continue to delay the order?

On the Monday morning, you as J Franklin finally manage to contact a junior member of the Sales and Marketing Department. J learns that Arromani had been negotiating on this order for the past 3 months. He was one of the more regular Middle Eastern dealers who purchased products from Burke on this basis, and prices for his orders tended to be ad hoc. Under the current system in the area, there were no agency agreements and a deal of this nature would not cut across previous undertakings. Similar orders had gone through without any trouble in the past. 

The junior manager was not aware of any problems with orders turning up in the wrong territories and suggested that this was probably a typical comment from Gemayel who was always trying to get the company to establish firm agency agreements for most North African and Middle Eastern markets. You are also told that these valves would not require any form of government clearance, as they are not on any restricted list for international sales.

What action should you as J Franklin now take on the Bajin order?

a) Refuse it?

b) Accept it at current prices?

c) Accept it but at a premium price?

By getting detailed information concerning the product, the customer, and the market, you as J Franklin manage to gain two very profitable orders for Burke Engineering. You manage to respond with the information required, within the deadline and the customer then placed a further order. It was necessary to understand the sales agreements in the area, the demands of the customer and the production problems that the company faced before a realistic decision could be taken. 

You had to know whether the company could produce the valve, whether a sale to Arromani would threaten other commercial activities in the Middle East, and what was a realistic price for the product. Unless you had been clear about these issues a major opportunity could become a major disaster. The company might end up manufacturing the product at a loss, fail to produce it on time, or lose more business than you gain by damaging other established business in an area.

Further action on the information system

Following the confusion that had arisen over the Arromani order, you as the MD have decided that a common and integrated information system should be developed to prevent similar incidents occurring in the future and to enable managers at all levels to take effective decisions on the whole range of problems that they may face. You as J Franklin have succeeded in finally collecting all the currently available data in Burke Engineering.

Because there was little interaction between the various departments each had their own approach to information management. The one exception was the Finance Department which prepared the monthly management reports, the main current senior management control system.

You are aware that there were large areas of the company operation that were neither controlled nor effectively integrated with others, but intended to use the current situation to build up a new information system. What information is available is listed below.

External contacts

There was very little information provided to external contacts. The major shareholders received the monthly financial statement, and major customers received new product information via the sales force. This information was limited to single page brochures which provided little detail concerning the potential range of product application or performance.

Finance Department

The Finance Department was the only one that used a computer for some of its information, though much of it was still manually collected.

1. Cash flow. The Finance Department used a computer package to integrate the debtor and creditor payments to produce cash flow analyses, profit and loss statements, balance sheets, debt and creditor aging. This was used for a monthly report which was part of the management summary.

2. Accounts. The Finance Department was responsible for preparing the accounts. These were completed on an annual basis, with a manual collection of information, which meant that analyses of profitability and capital returns were only available on an annual basis. There appeared to be no information kept on how rapidly invoices were issued or when bills were paid.

3. Financial management. There was no mechanism for reviewing exchange rates; alternative methods of raising finance, leasing and other aspects of financial management. In all these areas, there was heavy reliance on the Finance Department and the occasional contact with the commercial section of the Burke Engineering bank.

4. Wage statements. The wage system was being computerised to produce automatic national insurance and pension contributions. This had been successful with the management wages, which were paid monthly, but there were still problems with the weekly paid work force. Changes in tax levels and national insurance contributions were received from national government and would, shortly, be automatically entered for all employees. There was no review mechanism for pay or overtime payments.

5. Costing. The Finance Department produced quotations manually from information supplied by the production department. They included a labour charge, raw material costs, hours of machine utilisation, and an administrative overhead charge. Each was fixed at the beginning of the year. In theory, management added a standard margin to all projects to meet the required profitability.

6. Profitability. No assessment of the profitability of individual projects was made. The company operated an annual plan of allocating total costs of all departments across total production. Profitability estimates were prepared for the management reports on a monthly basis, based on forecast movements in costs and revenue receipts. 

7. Personnel. All personnel reports were prepared manually. There was no established programme of personnel evaluation for the Finance Department, and no mechanism for reviewing training requirements and skill levels. There was a limited appeals procedure, but no collection of data on absenteeism, discipline or labour turnover.

8. Inventory. The valuation of the inventory was organised manually, every 6 months, from the records kept by the production department. Raw materials were recorded at the established annual value; part finished goods were valued at cost, and finished goods at the price quoted to the customer.

9. Canteen. The canteen kept manual accounts on number of meals served, and raw material costs.

10. Cost control. There was no procedure for monitoring telephone, telex, heating or lighting bills, or the use of stationery and other office supplies, or travel expenses.

Production Department

1. Product costing. The production department followed a standard procedure for costing individual projects, described above (item 5). This procedure was reviewed annually. Variations were only identified on annually for the new annual plans.

2. Order scheduling. Orders were scheduled manually, and reviewed on an ad hoc basis, depending on the demands of Production, Finance and Marketing and Sales. An initial project plan was produced by the Drawing Office, but this was subject to continual and substantial alterations during the production process.

3. Machine efficiency. There was no method of analysing the efficiency of machinery. All maintenance was entirely ad hoc.

4. Personnel. All personnel reports were prepared manually. The programme of personnel evaluation was ad hoc, and no mechanism for reviewing the training requirements and skill levels within the department. There was a limited appeals procedure, but no collection of data on absenteeism, discipline or labour turnover.

5. Safety. There was no review procedure for safety issues which mainly relied on occasional visits of the Health and Safety Executive. There was no collection of statistics on accidents.

6. Warehouse. The only information about the warehouse was collected through the manual stock control system. This was not used for management information, but for the annual accounts. There was no analysis of the warehousing of goods or of how goods were received or delivered. There were no procedures whereby deliveries were analysed for cost, vehicle loading, or delivery planning. Vehicles were called in to deliver product to the customer when the order and documentation were completed.

7. Product quality. No information was collected on the quality of the company's products.

8. Suggestion scheme. There was no employee suggestion scheme in place.

Technical Department

1. New materials/techniques. The company had no established procedure for monitoring new concepts in the market. The Technical Director used personal contacts at university to keep abreast of relevant changes and tended not to use other information sources. 

2. New equipment and processes. The company subscribed to two of the leading equipment magazines, but largely relied on the suppliers' technical sales force to keep them informed about changes in manufacturing techniques. There was no standard policy of attending exhibitions or symposia on systems development.

3. Government assistance. There was little attempt to make use of available government assistance. There was irregular contact with the local Chamber of Commerce which supplied some information.

4. Project development. The Technical Department maintained a manual record of all new projects. The Technical Director kept this information under lock and key. Only staff directly involved in a particular project had access to the information concerning that project, and then only via the director. 

5. Customer queries. No record was kept either of customer queries or of how rapidly the department dealt with them.

Marketing and Sales Department

1. Current customer analysis. The Marketing and Sales Department kept a manual record of the progress of business with current customers. Each year, these were used to create the new business plans. There was no method for collecting and assessing customer complaints, or for identifying and reporting new product concepts raised by customers.

2. New quotations. The company received all their tenders for quotation direct from customers. These were circulated to the relevant sales personnel who had the responsibility of following up the business in their specific area. There was no search mechanism through relevant journals or government publications for tenders.

3. Pricing. The Marketing Department had no system to optimise the returns from contracts. The past history of quotation success and competitive pricing were not collected in any systematic fashion.

4. Installations. There was an ad hoc method of controlling installation engineers, but no method of evaluating their performance, as each individual job varied greatly in complexity and length of time.

5. Promotional policy. There was no standard policy to identify available exhibitions throughout the world. The company did not use an advertising agency to establish other alternative promotional methods.

6. Government help. The company had in the previous 3 years been a subscriber to the overseas trade information service run by the government, but this had now lapsed. There was no other contact.

7. Competitive information. Sales representatives were asked to collect material whenever possible. This was stored in a central filing system where in theory all could gain access.

8. Sales productivity. There was little collection of information on the effectiveness of the sales force, who were appraised annually on the basis of total sales value achieved.

9. Customer care audit. There was no customer care information

10. Customer complaints. There were no formal policy of monitoring customer complaints

General internal information

The company had a series of notice boards throughout the site. These held a variety of out of date social club or government leaflets.

Action

What are the main information needs of Burke Engineering that are not provided by the current system? You, as J Franklin, have to decide what information your company should have, who should have access to it, and how it should be collected and maintained. This statement of information policy will be your first important step in creating any new direction for Burke Engineering.

