Unit 1 Planning
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1. The planning function involves defining an organization’s goals,
establishing an overall strategy for achieving these goals, and

developing a comprehensive hierarchy of plans to integrate and
coordinate activities.
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2. Pianning establishes coordinated effort. It gives direction, re-
duces the impact of change, minimizes waste and redundancy,
and sets the standards used in controlling.
0o0o0ooooooooooooDooo0ooooooooao
0o0o0o0Dooo0dooooooood

3.For the most part, operational planning dominates the planning
activities of lower-level managers. As managers move up the hi-
erarchy, their planning role becomes more strategy oriented.
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4. Strategic plans cover an extensive time periodU typically five or
more years). cover broad issues, and include the formulation of
objectives. Operational plans cover shorter periods of time, fo-
cus on specifics, and assume that objectives are already
known.
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5.Directional ptans are preferred over specific plans when uncer-
tainty is high and when the organization is in the formative and

the decline stages of its life cycle.
oooooDoooo0ooo0ooooooOoDoOoooooooon

gobobooooboooboboobboboooo

6. Commitment concept means that plans should extend far enough
to meet those commitments made today. Planning for too long or
for too short a period is inefficient.
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7. Three contingency factors in planning include a manager’s level
in the organization, the degree of environmental uncertainty, and
the length of future commitments.
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8. Objectives are the foundation of planning
ooooooooo

9. Objectives are desired outcomes for individuals, groups, or en
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tire organizations.
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Traditional objective setting is that objectives are set at the top
and then broken down into subgoals for each level in an organi-
zation. The top imposes its standards on everyone below.
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Management by objectivest MBOQ) is a system in which specific
performance objectives are jointly determined by subordinates
and their superiors, progress toward objectives is periodically
reviewed, and rewards are allocated on the basis of this
progress.
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Strategic management process is an eight-step process that
encompasses strategic planning, implementation and evalua-
tion.
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In a dynamic and uncertain environment, strategic planning is
important because it can provide managers with a systematic
and comprehensive means for analyzing the environment, as-
sessing their organization™s strengths and weaknesses, and i-
dentifying opportunities for which they could develop and ex-
ploit a competitive advantage.
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The term SWOT analysis refers to analyzing the organization’s
internal strengths and weaknesses as well as external opportu-
nities and threats in order to identify a niche that the organiza-
tion can exploit.
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The BCG matrix identifies four business groups: stars, cash
cows, question marks, and dogs
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16. At the business level, there are four adaptive strategies. De-

17.

fenders operate in stable environments and produce a limited
set of products for a narrow market segment. Prospectors op-
erate in a dynamic environment, innovate, and seek flexibility.
Analyzers minimize risk and maximize profit opportunities by
seeking both flexibility and stability. Reactors are inconsistent
and reluctant to commit themselves to any one specific situa-
tion.
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Management assesses its organization’ s competitive advan-
tage by analyzing the forces that dictate the rules of competi-

tion within its industry (barriers to entry, substitutes, bargain-
ing power of buyers and suppliers, and current competitive ri-



valry) and then selecting a strategy (cost leadership, differen-
tiation, or focus) that best exploits its competitive advantage.
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18. TQM(total quality management) can be used as a competitive
weapon as many firms are applying it as a way to build com-

petitive advantage.
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19. Decision-making process is a set of eight steps that begins with
identifying a problem and decision criteria, and allocating
weights to those criterian moves to developing, analyzing, and
selecting an alternative that can resolve the problem [ jmple-
ments the alternative; and concludes with evaluating the deci-
sion’s effectiveness.
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20.The rational decision maker is assumed to have a clear prob-

lem, have no goal conflict, know all options, have a clear pref-
erence ordering, keep all preferences constant, have no time
or cost constraints, and select a final choice that maximizes his
or her economic payoff.
00000000oobo0oo0oooboooOoOooooon
00MOD000D00D0m@Wooo0oooooO0moood
0000000 o0ooO0ooOooo0ooOooDoooooon
a0



21.

22.

23.

24.

25.

26.

Decision-making can be divided into two categories, pro-

grammed decision and nonprogrammed decision.
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Managers face well-and ill-structured problems. Well-struc-
tured problems are straightforward, familiar, easily defined,
and solved using programmed decisions. lli-structured prob-
lems are new or unusual, involve ambiguous or incomplete in-

formation, and are solved using nonprogrammed decisions
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The ideal situation for making decisions occurs when the man-
ager can make accurate decisions because he or she knows the
outcome from every alternative. Such certainty, however,
rarely occurs.
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Decision-making is part of all four managerial functions.
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Budgets are popular planning devices, because money is a uni-
versal common denominator that can be used in all types of or-
ganizations and by managers at all levels.
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Environmental scanning is the screening of large amounts of in-
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formation to detect emerging trends and create scenarios.
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. Strategic plans 0000

. Operational plans U U U

. Short-term plans U 0O 00O

. Long-term plans 0000

. Specific plans 0000

. Directional plans 00000
. Mission U0

. Objectives 00

. Stated objectives O 0O OO00O
. Real objectives 00000
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20.
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Strategy 00O

Corporate-level strategy U U U U0
Stability strategy 0 00 00O
Growth strategy 0 0 00O
Retrenchment strategy U 00U
Combination strategy [ U U [
Business-level strategy U U 00U
Adaptive strategy 0 0 00
Competitive strategy U U000
Cost-leadership strategy U U 0 00 0
Differentiation strategy 0 0 0 0O [
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38.
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43.
44.
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46.
47.
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50.

Focus strategy ~ U 000D
Functional-level strategy U U U LD
Decision [0 0

Procedure U U

Well-structured problems 000000
Ill-structured problems U U000
Programmed decision U 0000
Nonprogrammed decision U0 0000
Group decision-making U 0O 0D
Individual decision making U U U U
Brainstorming U U000

Nominal group technique U O 0O OO
Electronic meeting U U 00

Rule 00

Policy OO

Budget OO

Revenue budget oooo

Expense budget U U D0

Profit budget U U U0

Cashbudget U000

Capital expenditure budget U000 DD
Fixed budget U U U0

Variable budget 00O OO

Incremental budger U 00O O

Zero-base budgeting U U U0

Forecast 00

Revenue forecasting onooo
Technological forecasting 0000

Quantitative forecasting 00 OO



51. Qualitative forecasting 0 0 0O O

52. Scheduling 0000

53. Gantt chart 000

54. Load chart 0O 00O

55. Program evaluation and review technique [0 0000
56. PERT network PERT 0O U
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1.Planning Must be Flexible in a Rapidly Changing Environ-
ment .

Even as little as twenty years ago, our “best managed” corpora-
tions had large planning departments. They generated numerous
five-and ten-year plans, updated annually, of course. General Elec-
tric, for example, once had a planning staff of 350 who churned out
hundreds of meticulously detailed reports. Now, however, planning
is increasingly being done by divisional or unit managers as part of
their management responsibilities, and the plans cover shorter peri-
ods of time and are more likely to consider a broader range of op-
tions. GE’s formal planning group is down to about twenty and
their only role is to advise operating managers. The heads of each of
GE’s business units now develop 5 one-page reports each year that i-
dentify possible opportunities and obstacles they see in their indus-
tries during the next two years.

In a volatile world, only the foolish are cocky enough to believe
that they can accurately forecast the future. But that doesn’t dimin-

ish the importance of plans. Well-managed organizations are spend-



ing less time coming up with highly detailed, quantitative plans and
instead are developing multiple scenarios of the future. For example,
Southern California Edison, an electric utility serving over 4 million
customers in California, has created twelve possible versions of the
future based on an economic boom, a Mid-east oil crisis, expanded
environmentalism efforts, and other developments. This approach to
flexible planning came about after the utility’ s managers realized
that every long-range plan they had painstakingly constructed during
the 1970s and 1980s had been rendered virtually useless by unex-
pected events-from the Gulf War to nuclear accidents such as Cher-
nobyl, to new regulatory restrictions on sulfur emissions. And of
course, Southern California Edison is not unique in facing an in-
creasingly uncertain world. Most businesses, including for-profit
and nonprofit, are finding their environments becoming more dy-
namic and uncertain. These forces require managers to develop more
flexible plans.
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2.Myths about Planning

There is no shortage of myths and misconceptions about plan-
ning. We want to identify some of these common myths and try to
clarify the misunderstandings behind them:

(1)Planning that proves inaccurate is a waste of management’s
time. The end result of planning is only one of its purposes. The
process itself can be valuable even if the results miss the target.
Planning requires management to think through what it wants to do
and how it is going to do. This clarification can be important in and
of itself. Management that does a good job of planning will have di-
rection and purpose, and planning is likely to minimize wasted ef-
fort. All this can occur even if the objectives being sought are
missed.

(2)Planning can eliminate changes. Planning cannot eliminate
changes. Changes will happen no matter what management does.
Managers engage in planning in order to anticipate changes and to
develop the most effective response to them. ‘

(3) Planning reduces flexibility. Planning implies commit-
ments, but this is a constraint only if management stops planning af-
ter doing it once. Planning is an ongoing activity. The fact that for-

mal plans have been thoroughly discussed and clearly articulated can



make them easier to revise than an ambiguous sit of assumptions car-
ried around in some executive’s head. Also, some plans can be made
to be more flexible than others.
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3.Does MBO Require Manipulation

A colleague once facetiously suggested that MBO stood for ma-
nipulating by objectives for the following reasons:

(1)Managers frequently have a specific set of goals in mind for
an employee to work on before the manager and employee ever sits
down to begin the MBQO process. These preconceived standards de-
fine the minimum goals that the manager is willing to accept.

(2)Authentic employee participation therefore does not always
take place. What occurs might be more appropriately called “pseudo-
participation. ” that is, there is only the appearance of participation.

(3)Nothing in the MBO process clarifies how to arrive at goals
if the manager and subordinate are unable to reach agreement.

(4) When conflicts exist, managers tend to_use the power of



their position to impose their goals on the subordinate.

(5)This scenario suggests that MBO can be a device that allows
managers to appear to be setting goals participatively when, in fact,
the goals are really being assigned.

Proponents of MBO would counter that, although the preced-
ing scenario undoubtedly happens, it is not really management by
objectives. Moreover, managers must understand that anything less
than complete participation by subordinates will undermine any
MBO program’s credibility and effectiveness. When differences oc-
cur, mature individuals can resolve them in ways that meet the
needs of both the employee and the organization.
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4. Sustaining a Competitive Advantage
Long-term success with any one of Porter’s competitive strate-

gies (cost-leadership strategy, differentiation strategy, focus strate-



gy) requires that the advantage be sustainable. That is, it must
with stand actions of competitors or evolutionary changes in the in-
dustry. This isn’t easy. Technology changes and so do consumers’
tastes. Most importantly, some advantages can be easily imitated by
competitors. Management needs to create “barriers” that make imi-
tation difficult or that reduce competitive opportunities. For in-
stance, Glaxo, the United Kingdom pharmaceutical maker, had
been able to sustain its successful product innovations because it ef-
fectively protects its products from imitation. How can a company
do this? Well, one thing a company can do is to have strong e-
conomies of scale so it can reduce price to gain volume. Also, it can
lock in suppliers with exclusive contracts and thus limit competitors’
access to these sources of supply. Or it can lobby for government
policies that impose import tariffs, thus limiting foreign competi-
tion. Yet, whatever actions management takes to sustain a competi-
tive advantage, it cannot become complacent. Sustaining a competi-
tive advantage requires constant action by management to stay one
step ahead of the competition.
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Reading Material

1.The Evolution of Management

Organized endeavors directed by people responsible for plan-
ning, organizing, leading, and controlling activities have existed for
thousands of years . The Egyptian pyramids and the Great Wall of
China are tangible evidence that projects of tremendous scope, em-
ploying tens of thousands of people, were undertaken well before
modern times. The pyramids are a particularly interesting example.
The construction of a single pyramid occupied over 100 000 people
for twenty years. Who told each worker what to do? Who ensured
there would be enough stones at the site to keep workers busy? The
answer to such questions is management. Regardless of what man-
agers were called at the time, someone had to plan what was to be
done, organize people and materials to do it, lead and direct the
workers, and impose some controls to ensure that everything was
done as planned.

These examples from the past demonstrate that organizations
have been with us for thousands of years and that management has
been practiced for an equivalent period. However, it has been only
in the past several hundred years, particularly in the last century, .
that management has undergone systematic® investigation, acquired
a common body of knowledge, and become a formal discipline for
study. Two significant ilistorical events also played a role in promot-
ing the study of managemernt.

The first half of this century was a period of contrasts in man-



agement thinking. Scientific management looked at management
from the perspective of how to improve the productivity of operative
personnel. The general administrative theorists were concerned with
the overall organization and how to make it more effective. One
group of writers and researchers emphasized the human resource or
“people side” of management, while another group focused on devel-
oping and applying quantitative models. In this article we present
the contributions of these four approaches. Keep in mind that each is
concernied with the same “animal”; the differences reflect the back-
grounds and interests of the writers. A relevant analogy is the classic
story of the blind men and the elephant in which each man declares
the elephant to be like the part he is feeling . The first man touches
the side of the elephant and declares® that an elephant is like a wall.
The second touches the trunk and says the elephant like a snake.
The third feels one of the elephant’s tusks and believes the elephant
to be like a spear. The fourth grabs a leg and says an elephant is like
a tree. The fifth touches the elephant’s tail and concludes that the
animal is like a rope. Each is encountering the same elephant, but
what each observes depends on where he stands. Similarly, each of
the following perspectives is correct and makes an important contri-
bution to our overall understanding of management. However, each

is also a limited view of a larger “animal.”

2. Scientific Management

If you had to point the year that modern management theory
was born, 1911 would be a logical choice. That was the year that
Frederick Winslow Taylor’ s Principles of. Scientific Management
was published. Its contents would become widely accepted by man-

agers throughout the world. The book described the theory of scien-



tific management—the use of scientific methods to define the “one
best way” for a job to be done. The studies conducted before and af-
ter the book’s publication established® Taylor as the “father” of sci-
entific management.

Frederick Taylor did most of his work at the Midvale and Beth-
lehen steel companies in Pennsylvania. As a mechanical engineer
with a Quaker and Puritan background, he was continually appalled
by workers’ inefficiencies. Employees used vastly different tech-
niques to do the same job. They were inclined to “take it easy” on
the job, and Taylor believed that worker output was only about a
third of what was possible. Therefore, he set out to correct the situ-
ation by applying the scientific method to jobs on the shop floor. He
spent more than two decades passionately pursuing© the “one best
way” for each job to be done.

Taylor’s four principles of management:

(1)Develop a scierce for each element of an individual’s work,
which replaces the old rule-thumb method.

(2) Scientifically select and then train, teach, and develop the
worker. (Previously, workers chose their own work and trained
themselves as best they could. )

(3)Heartily cooperate with the workers so as to ensure that all
work is done in accordance with the principles of the science that has
been developed.

(4)Divide work and responsibility almost equally between man-
agement and workers. Management takes over all work for which it
is better fitted than the workers do. (Previously, almost all the
work and the greater part of the responsibility were thrown on the

workers) .



