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Abstract: In the contemporary world it is crucially important to co-ordinate strategic intentions with tactical and operational planning of business organisations. Such understanding necessitates practical research to elucidate some typical information interrelations justifying the company plans of industrial enterprises and to delineate particular moments requiring special attention and responsible actions. The research method applies is one of observation and analysis of a specific case. The sample enterprise has been chosen on the basis of expert evaluation.
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1. Introduction

Contemporary companies are facing the necessity of continuous adaptation to present and future market entities, including the changing reactions of competitors, looking for new products and services on the part of the customers, etc. Such conditions call for a three-level planning: strategic, tactical and operational. Another important issue concerns the combination of different types of planning.

One of the most common research methods, observation and analysis of a specific case, has been applied in the present paper. The subject of this paper is the tactical and operational company planning, and more specifically, some issues of co-ordination between tactical and operational plans. The object of research is the practice of an existing strategic business unit in Bulgaria, part of a bigger corporate organization with international dimensions. The company has been chosen after an expert evaluation of seven people with expertise in the field of business analyses and consultancy. The conclusions are of practically applicable value and are valid not only for other similar companies, but also for individual economic units with non-diversified structure.
2. A BRIEF CHARACTERISTIC OF TACTICAL AND OPERATIONAL PLANNING
Combining tactical and operational company planning is a challenge that Bulgarian and international managers, as well as researchers in this field, are facing. Before commenting on the specific aspects of co-ordination between tactical and operational plans, the content of the separate planning activities will be explained briefly.
Operational plans include decisions made during the daily business activities. These decisions apply to the provision of efficient and productive use of existing resources, normal functioning of the organization for the realization of its budget goals, and etc.

Tactical plans differ considerably in their content from the operational ones. The main differences concern mostly the time span, the degree of impact on the organization, the level of concentration of efforts, the nature of the decision-making model, and the degree of influence over the remaining organizational activities. Tactical planning is a process related to defining company investments needed for the production of products (services) and the respective ways of financing the investment intentions. (Papazov, 2006).

Concerning the specific object of research, “Amylum Bulgaria”, it is a plant with its headquarters in Razgrad, part of “Amylum” Group. On its part, the latter is a sub-division of “Food & Industrial Ingredients, Europe”, which is yet another part of the “Tate & Lyle” Corporataion – a world leader in the production of nutritional and industrial additives, obtained from renewable sources, mainly maize and sugar cane.

The “Tate & Lyle” management is based in London. The company runs to over 50 production units in Europe, North and South America and South East Asia. By March 31st 2007 the employees in the different company branches numbered 9 200.

„Amylum Bulgaria” Ltd is a joint venture enterprise. The personnel of „Amylum Bulgaria” is approximately 200 people, 70% of which fulfill group functions, i.e. they work on a division level.

A centre for servicing customers for South–East Europe is located in Razgrad. The main products produced in the Razgrad plant are corn starch, glucose syrup, crystal and liquid dextrose, fructose corn syrup from maize (HFCS) and maltodextrines. Some by-products of this technology are corn germ, gluten, and fodder.

3.
 ORGANIZATION OF the OPERATIONAL PLANNING 

The tactical and to some extent the operational planning of the plants from “Food & Industrial Ingredients, Europe” is carried out at sub-division level, i.e. the separate plants do not do any large-scale individual planning. Only the monthly, weekly and daily production is planned at local level in compliance with the annual operational plan of the division. This kind of technology for company planning allows for optimal use of the individual plants’ production capacities, as well as of their warehouse stock while fully taking into consideration the tactical intentions of the division. For example, there is a possibility for customers usually serviced by „Amylum Bulgaria” to be supplied with the same product by another plant in case of capacity shortage during a peak period or unintended production line close down.






The operational planning is aided by the implementation of SAP (System Applications Programs). It facilitates the information storage and controls the operational production activities and maintenance, finances, sales and customer service, etc. The system contains database of the plants’ production capacities, their warehouse stock, product specifications, customers and specifications of purchased products. All results from product lab analyses enter SAP. Thus, the state of each batch – whether it is in order, allocated for the customers specified, blocked for some reason, etc. – can be checked at any time. Data from another computer system, which controls the production process 24 hours, enter SAP as well. Data from the shipping companies that transport the products to the customers are also registered into the system. These companies enter into the system information about the most suitable times for loading/unloading, taking into consideration the date and time of delivery to the customer. Based on this information, the respective schedule is worked out. SAP collects information about the transportation of products to customers (which truck or container, when, what product has been loaded, which customer it is shipped to, etc.).

Eventually, all operational information from SAP enters the „Amylum Intelligent Manager” system. Essentially, this is a system for a global database in OLAP/Cube format, which is used for preparing reports and information sheets for the Amylum board of directors, or the shareholders. In this sense, it is also used for strategic and tactical company planning.




The relations between the separate information flows in an enterprise (strategic business unit, SBU), part of “Food & Industrial Ingredients, Europe” division, are shown on Figure 1. 
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Figure 1. Relations between information flows in a strategic business unit 

The planning process in “Food & Industrial Ingredients, Europe” division of “Amylum” is shown in Table 1.

The annual operational plan is prepared at group level based on the sales prognoses for the next fiscal year. Information is obtained both from the Sales Departments and the Production and Technology Departments.

The experts from the Sales Department provide information about the estimated volumes of products sold, gross product price, financial discounts, bonuses and commissions.

The Production Department provides information about the production capacity and product direct cost. All variable expenses for the production of a single product, incl. power, raw materials, chemical products, etc. are included. A consolidated monthly plan is worked out for all products. The planning period is from October of the current year to January of the following year. This plan is discussed and coordinated in February, so it can be enforced in April of the following year. 

Table 1. Planning in “Food & Industrial Ingredients, Europe” Division  

	PLANING
	DOCUMENTING
	TIME SPAN

(period of duration)
	PERIODIZATION

(how many parts to the reviewed period )
	FREQUENCY OF PLAN UPDATES

	Division PLANNING
	- Annual division plan
	1 year
	12 months
	1 year

	INTERIM GROUP PLANNING
	- Market distribution among different SBU

- Determining the production capacity (at a group level)

- Determining the rules of sales distribution among SBU

- Transfers between SBUs

- Upgrading the data in the SAP system
	1 quarter
	3 months
	1 month

	OPERATIONAL PLANNING

(for each plant)
	- SBU plan according to demand

- SBU production capacity planning


	1 month
	4 weeks
	1 month

	OPERATIONAL SCHEDULE
	-  Detailed production plan
	1 day
	1 day
	1 day


The monthly operational plan is prepared at a group level and upgraded once a month, taking into consideration the sales results from the previous month, i.e. the real sales, the real warehouse stock and the real production. Based on this data, the sales, the warehouse stock and the production for the next three months is planned. The purpose is to maintain the balance of the production capacity, the warehouse stock and the estimated sales from the annual plan.

Planning at group level determines the parameters according to the production capacities of the separate plants and their location in relation to customers. This facilitates the logistics. Group planning determines which plant will serve a specific customer, taking into account where this customer is located and what his/her preferences are. In most cases, the group plan differs from the budget annual plan since the market is changing. Figure 2 shows the monthly process of optimization of production and sales plans.


The weekly production planning is carried out locally, i.e. at plant level. The manager responsible for planning operates with the following information:

· 
sales orders entered in SAP by the customer service center after they have been received by fax, telephone or e-mail;
· warehouse stock (a minimum quantity of each product, which should be kept in stock in case of emergency; safety stock), enough to cover all sales for four days ahead;
· 
current batch status (in specification, outside specification for quality control, blocked, etc.);
· 
planned close downs of specific lines (for maintenance or new project realization purposes).
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Figure 2. Monthly upgrading of plans in the organization under study

Just like in each process some alterations may occur influenced by a change of conditions, so in the process of company planning there occur alterations which call for upgrading of production and sales plans. 

In the next chapter an example is reviewed, in which a change of the tactical intentions causes an alteration of the annual operational plans of “Food & Industrial Ingredients, Europe” division.
4. Influence of tactical alterations on the operational planning 
Concerning modified starch, „Amylum Bulgaria” applies the strategy of low costs, i.e. it maintains a large market share at a relatively low price. This is possible due to the fact that the price of the staple raw material in Bulgaria for example is lower than that in Turkey and in most European countries. Besides, “Amylum Bulgaria” is the plant with the lowest operational costs in the division. It shouldn’t be forgotten that costs are an integral part of the decision-making process, connected with the potential improvements of a product, process or activity (Kirova, 2004).

The study of the model plant shows its main tactical intentions. The growth rate of company sales of native starches in the Eastern zone (Romania – Bulgaria – Turkey) for 2008-2009 is approximately 20%, but in order to preserve its market position in the changing market situation, the plant has to develop and invest in new assets and modified products, and hence, it has to change the parameters of  operational planning. In this specific case, the alteration is connected with the change of demand of the company’s main customer from native to modified starch, as well as with the considerable increase of estimated annual income from sales due to the three-fold increase of demand for modified starch. Te considerable increase of income from sales is planned as a result from the fact that the main customer is introducing a new production line with a considerably higher capacity: around 17, 000 tones annual starch consumption. The parallel use of the new and the old production line will increase starch consumption by 20, 000 tones per year, which will allow „Amylum Bulgaria” to increase its market share to 80% in the starches (native and modified). 

In relation to the increased demand of modified starch, the producer plans a tactical increase of the starch dryer capacity in „Amylum Bulgaria” from 70 to 90 tones daily, as well as installment of a reactor for modified starch of a new kind. This will allow an increase in capacity of up to 120 tones per day.

The investment intentions of „Amylum Bulgaria” can be realized on the condition that the plant from the group „Amylum Holland” manages to control the peak periods of increased demand of modified starch and thus satisfy the demand of the main customer of „Amylum Bulgaria”.

For an appropriate reaction to the starch market changes in the eastern zone of “Food & Industrial Ingredients, Europe” division, „Amylum” should synchronize its tactical intentions with the operational planning of „Amylum Bulgaria”. (See Table 2.) 

Table 2. Changes in the planned sales by years (index)*
	Product
	Market
	Consumption
	Growth rate for 

2007
	Growth rate for 

2008
	Growth rate for 

2009
	Growth rate for 

2010
	Growth rate for 

2011
	Growth rate for 

2012

	Native starch
	Bulgaria
	Large-scale
	100
	68,3
	456,5
	104,7
	104,5
	104,3

	
	Romania
	Large-scale
	100
	109,1
	109,2
	105,5
	105,2
	105,0

	
	Turkey
Others
	Main customer for the old production line
	100

100
	96,8

91,2
	111,1

96,0
	-

108,8
	-

104,2
	-

104,1

	Native starch -total
	
	
	100
	95,1
	119,7
	50,7
	105,2
	105,0

	Modified starch
	Bulgaria 
	Pasteboard production
	100
	179,6
	105,9
	104,7
	104,0
	104,1

	
	Turkey


	Pasteboard production 
	100
	97,1
	101,3
	106,6
	106,7
	106,8

	
	
	Main customer for the old production line
	-
	-
	-
	100
	100
	100

	
	
	 Main customer for the new production line
	-
	-
	-
	100
	127,2
	133,3

	Modified starch - total
	
	
	100
	101,8
	101,7
	201,4
	109,6
	119,7

	General sales growth rate
	100
	99,1
	108,6
	128,8
	108,6
	112,4


      * Based on research under National Science Fund Project 2009-BM-01              

Based on the estimated sales growth rate in „Amylum Bulgaria”, it can be inferred that the production capacity should continue its growth too. Until the new dryer in „Amylum Bulgaria” is put in operation, the deliveries to the main customer in Turkey should be executed at group level after co-coordinating the parameters planned. Through such management solutions the operational and tactical plans become an important means of coordination and directing of company activity towards realizing the strategic intentions and achieving of goals.
5. Conclusion


The example reviewed shows how the change in external conditions (the demand of the main customer of the enterprise) calls for a revision of the operational plan of an operating industrial enterprise. The relation between the tactical decisions and the operational planning in the model economic subject has been shown. It is the starting point for future research in this field and facilitating the planning activity. 


Based on the results from the empirical study of the company planning organization in the model enterprise, part of an international structure, as well as the more important factors which have an impact on its management, an outline has been worked out and the interrelations between planning documents have been presented, which aid the management significantly. The study approach applied is appropriate for the conditions of a dynamically changing environment, since it justifies the necessity for periodic adaptation of company plans while trying to achieve the strategic goals set.
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