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Preface

Policies and procedures are like a road map. The map at a glance shows
the general direction in which to travel to reach some destination. The
roads on the map provide the precise paths needed to reach a particular
destination. If the correct roads are followed, the destination will be
reached. In comparison, a policy points out the general direction to go; a
procedure provides the methods to follow by which to accomplish the
policy.

Few books have been written that deal specifically with policies
and procedures. The books that do discuss this subject primarily present
definitions of policies and procedures. The authors seem to make the
assumption that the readers thoroughly understand the definitions and
can make their own examples. The books generally provide interesting
philosophy about policies and procedures, but that normally is the
extent of it. The material presented is not specific enough for practical
application.

It is the intention of this book to provide the guidelines for setting
up a successful working system for the establishment and maintenance
of a system of written policies and procedures for most kinds of
businesses—from two-person partnerships to large conglomerates. The
treatment is sufficiently broad to meet the requirements of students,
analysts, and managers interested in this critical area of management
responsibility. The reader is led from the research stages to the actual
writing of the policies or the procedures, to their subsequent review and
final approval, to their distribution and implementation, and finally to
the revision of approved policies and procedures. A writing format is
recommended as the basis for writing policies and procedures. This
format, or one similar to it, is intended to be useful to most kinds of
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business organizations. Technical appendixes have been included to
serve the needs of readers with various objectives.

Writing this book has been a pleasure, a challenge, and areward. I
am forever indebted to my mother, Barbara Page, who, by the very
nature of her writing a book, gave me the inspiration to write a book. In
the preparation of my book, I owe my thanks and appreciation to the
various persons who offered good recommendations for improvements
and to the wealth of published material described in the bibliography.

Various suggestions, cautions, and enlightening analyses came
during a nonfiction-writing course taught in the extension program at
the University of California at Los Angeles (UCLA) during the spring of
1982. I owe special thanks to the time and energy expended evaluating
the front matter and selected chapters of the manuscript by the teacher,
Ginger Harmon, and her students—Dorothy Baca, Cliff Gewecke,
Diane Hilton, Joyce Larsen, Nancy Miller, Barbara Page, and Tom
Robischon.

A very special note of gratitude is given to Ralph Lemons, the vice
president of finance at Litton Data Command Systems, for providing an
atmosphere of positive support. His optimism and encouragement kept
my momentum going; his critical analysis and suggestions accounted
for many improvements toward the accuracy and completeness of the
final manuscript.

Tam deeply indebted to John P. Schied, CFC, technical director of
the National Business Forms Association and author of The Business
Forms Handbook, for taking the time to review the chapter on forms
management long before the book was published. His enthusiasm and
timely suggestions accounted for many improvements toward the
accuracy of this chapter.

Special thanks are given to Mary Maurer, Pat Behne, Debby Stelle,
and Jacqueline Niewiroski for their assistance. They were invaluable in
helping me to complete the original manuscript in a timely manner.

Finally, I am deeply grateful for the patience and understanding
of my wife and family during those long months and nights in which I
was writing and rewriting the manuscript.
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Introduction

Policies and procedures play a significant role in a company environ-
ment in which employees (all company personnel) make decisions.
Policies and procedures provide decision-makers with limits, alterna-
tives, and general guidelines. Written policies and procedures can be
important supportive aids when known to express the thinking of the
chief executive officer and/or the president and to have his or her full
support.

Policies and procedures should be in writing because they help to
reduce the range of individual decisions and encourage management
by exception; the manager only needs to give special attention to
unusual problems, not covered by a specific policy or procedure.! As
more and more policies and procedures are written to cover recurring
situations, managers will begin to make decisions which will be consis-
tent from one functional area to the next.

Understanding the definitions of policies and procedures is a pre-
requisite to using them properly. Grasping the relationship between a
policy, a procedure, and a supplementary procedure is a major step
toward managing and/or writing effective policies and procedures for
an organization. The definitions are fairly universal whereas the
examples presented for a policy, a procedure, or a supplementary
procedure will vary extensively depending upon the type of business
and its management structure. The main objective for including
possible examples is to provide a point of comparison by which the
reader may relate to his or her own company situations. Even though the
examples may not be applicable to the reader’s type of business, the lack

'Dale Yoder, Personnel Management and Industrial Relations, p. 26.



of examples would only cause the reader to guess at the precise meaning
of the stated definitions. It is paramount to the reader to begin making
comparisons to his or her own company; this early analysis will make it
easier to assimilate the methods and techniques presented in this book.

A policy may be defined as a predetermined course of action
established as a guide toward accepted business strategies and objec-
tives. The policy reflects an overall organizational attitude; it provides a
long-range guide for action. An established policy sets limits which
management is expected to follow. A policy does not tell a person
exactly what to do, but it does point out the direction to go. A policy
could apply to anyone who comes into contact with it, for example,
employees, customers, suppliers, and visitors of an organization.
Examples of policies are listed below:

1. To ensure every product carrying the company name operates well and
performs according to specification.

2. To create a general awareness of our products and their benefits.

3. To ensure communication with customers through radio and television
is being carried on with a tone of customer appeal, fairness, and a desire
to help.

4. To guarantee all company products carry a warranty against defects in
labor and in materials.

5. To ensure a consistency of pricing in all retail outlets.

8. To distribute products only to dealers who stock, promote, advertise, and
service company products in a manner which the company deems to be
in its best interest.

7. To provide customers with dependable service.

8. To adopt the attitude of having the most courteous personnel in the
nation.

9. To recruit, interview, and select candidates without regard to age, race,
nationality, sex, etc.

10. To maintain a system of policies and procedures as a tool for
management.

A procedure may be defined as the means by which a policy can be
accomplished. The procedure lays out the steps usually followed in
performing a recurring type of work. It defines and outlines the rules,
the regulations, the required methods, the timing involved, the place,
and the personnel responsible for carrying out a policy. A great
number of office procedures evolve as a result of a series of successive
adjustments to problems. Procedures establish uniform methods
for routine or repetitive matters. A procedure could apply to anyone
who comes into contact with it, for example, employees, customers,
suppliers, and visitors of an organization. Examples of procedures are
listed below:

1. Guidelines for receiving goods into an organization.
2. Guidelines for obtaining advances for business trips.



3. Guidelines for processing escrow documentation.

4. Guidelines under which the employee seeks emergency aid while on
company business.

5. An outline of the steps and documentation required when a sheriff sub-
poenas an employee while on the premises of a company.

6. Guidelines for the reproduction of classified or secret documents.

7. A step-by-step outline by which a customer may return a defective
product to a retail outlet.

8. Guidelines for reimbursing employees for authorized local business
travel.

9. Guidelines for renewing automobile insurance.
10. Guidelines for writing a new policy or a procedure.

There is often the need for procedures in a specific area or department.
These may be labeled with many names: supplementary procedures,
job instructions, standard operating procedures, operating procedures,
departmental procedures, etc. This special kind of procedure has a
limited scope and typically contains detailed instructions which are
applicable to one particular area or department. It may be a procedure
within a procedure within a procedure within a policy. Since the
terminology for this type of procedure varies from company to com-
pany, the general term, supplementary procedure, will be used
throughout this book. The same guidelines which apply to the
procedure also apply to the supplementary procedure. Examples of
supplementary procedures are listed below:

. Inspection shipping requirements.

. Instructions for returning a part for repair while under warranty.
. Instructions for assembling a printed circuit board.

. Troubleshooting guide for a garage-door opener.

. Methods for repairing a videocassette recorder.

. Instructions for keypunching accounting input documents.

. Guidelines for establishing a numbering system for engineering docu-
mentation.

8. Instructions for tuning a motoreycle.
9. Instructions for calculating automobile insurance premiums.
10. Guidelines for closing out subcontracts.
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Policies reflect the basic objectives of an organization; procedures pro-
vide guidelines for carrying out actions throughout the company.
Policies and procedures facilitate the achievement of organizational
goals and provide consistency and continuity in planning, strategy, and
day-to-day management decisions. Policies and procedures establish
the framework of guiding principles which facilitate delegation to
lower levels and permit individual managers to select appropriate
tactics or plans.? At each lower level, there are also policies that should

2Dale Yoder, Personnel Management and Industrial Relations, p. 26.



be supportive of the policies formulated at the next-higher organiza-
tional level and be supported by policies formulated at the next-lower
organizational level. Managers at lower levels are called upon to provide
back-up planning, organizing, and actual resources wherever needed,

The business organization must ensure that the content of its
policies and procedures does not deliberately violate the various rules,
regulations, and laws under which business entities operate. Antitrust
laws, banking acts, fair labor standards, tax laws, meat inspection
actions, consumer credit acts, employment acts, deceptive pricing acts,
Medicare, Social Security, transportation laws, and tariff laws are
among the various aspects of controls and regulations under which
business is conducted. Total compliance to the rules, the regulations, the
laws, and the local customs is often a factor in a company’s existence in
some countries, especially those operating in the Middle East.

The rules, the regulations, the laws, and the local customs will vary
from city to city, from county to county, from state to state, and from
country to country depending on the type of business that a company
has proposed to operate. For example, a few industries, such as banking
and insurance, are supervised by national or state regulatory bodies that
place limits on prices, sales promotions, and the variety of services
rendered; a construction firm will have some local rules and regulations
that will be different from those governing the operations of a retail
outlet, etc.

It seems that policies and procedures are powerful management
tools, and that a business organization is more likely to be successful if
held together by a well-developed system of policies and procedures.
The need for policies and procedures and the selection of a department
to control the policies and procedures function will be discussed in
Chapter 1.



1.

An Introduction to
the Policies and
Procedures Function

The intention of this chapter is to introduce the poli-
cies and procedures function to the reader. The follow-
ing issues are discussed: (1) the need for policies and
procedures in a business organization; (2) the selection

of a department to control the policies and procedures
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