Week Four Lecture Notes

PLANNING FUNCTION
Planning is the most basic of all managerial functions. All other functions (organizing, staffing, leading and controlling) stem from planning. However, planning doesn't always get the attention that it deserves; when it does, many managers discover that the planning process isn't as easy as they thought it would be or that even the best-laid plans can go awry. Before a manager can tackle any of the other functions, he or she must first devise a plan. A plan is a blueprint for goal achievement that specifies the necessary resource allocations, schedules, tasks, and other actions.
A goal is a desired future state that the organization attempts to realize. Goals are important because an organization exists for a purpose, and goals define and state that purpose. Goals specify future ends; plans specify today's means. The word planning incorporates both ideas: It means determining the organization's goals and defining the means for achieving them. 
Planning allows managers the opportunity to adjust to the environment instead of merely reacting to it. Planning increases the possibility of survival in business by actively anticipating and managing the risks that may occur in the future. 
In short, planning is preparing for tomorrow, today. It's the activity that allows managers to determine what they want and how they will achieve it. According to Weihrich and Koontz, “Planning involves selecting missions and objectives and the actions to achieve them; it requires decision making that is, choosing from among alternatives future courses of action.”  It is, therefore, a rational approach to achieving pre-selected objectives. Planning also means the systematic process of establishing a need and working out the best way to meet the need, within a framework that enables you to identify priorities and determines your operational principles. Therefore, planning does not only provide direction and a unity of purpose for organizations, it also answers six basic questions in regard to any activity: 
a) What needs to be accomplished? 
b) When is the deadline? 
c) Where will this be done? 
d) Who will be responsible for it? 
e) How will it get done? 
f) How much time, energy, and resources are required to accomplish this goal?

TYPES OF PLANS  
Many different types of plans are adopted by managers to conduct operations, and monitor and control organisational activities. Three such most commonly used plans are hierarchical, frequency-of-use (repetitiveness) and contingency plans. 

1.   HIERARCHICAL PLANS 
These plans are drawn at three major hierarchical levels, namely, the institutional, the managerial and the technical core. 

a) Strategic plans: Generally involve planning at the top institutional level of an organisation. Strategic plans define the organisation’s long-term vision and how the organisation intends to make its vision a reality. In short, strategic planning is the determination of the basic long-term objectives of an enterprise and the adoption of courses of action and allocation of resources necessary to achieve these goals. 
b) Intermediate or administrative planning: Is done at the level of middle management. It is done to allocate organisational resources and co-ordinate internal subdivisions of the organisation. It is also a process of determining the contributions that sub-units can make with allocated resources.
c) Operational planning: Is the process of determining how specific tasks can best be accomplished on time with available resources. This is also done to cover the day-to-day operations of an organisation. As such, many operating plans are designed to govern the workings of the organisation’s technical core. 

2.   FREQUENCY-OF-USE PLANS 
Plans can also be categorised according to frequency or repetitiveness of use. They are broadly classified as standing plans and single-use plans. 

Standing plans: Are drawn to cover issues that managers face repeatedly. For example, managers may be facing the problem of late-coming quite often. Managers may, therefore, design a standing plan to be implemented automatically each time an employee is late for work. Such a standing plan may be called Standard Operating Procedure (SOP). Policies, procedures, rules are some of the most common standing plans.
Policies: In most cases, policies are standing plans. These are broad-based statements of understanding or general statement of intent. Policies define an area or provide limits within which decisions are to be made and ensure that the decision will be consistent with, and contribute to, an objective. Policies are types of plans that allow decision- makers some discretion to carry out a plan. Otherwise, there will be no difference between policies and rules. Policies must allow for some discretion.
Policies help decide issues before they become problems, and make it unnecessary to analyse the same situation every time it comes up. It permits managers to delegate authority and still maintain control over subordinates about the matter. There are many types of policies for instance policies of hiring only university-trained engineers, promotion from within, encouraging an employee suggestion system for improved organisational performance, setting competitive prices etc.
Some policies could originate from customary and general ways of behaviour in an organisation. Some of them are put in place through verbal statements or in writing. For example, there might be a policy in an organization that “except for token gifts of very nominal value or advertising value, no employee shall accept any gift from any supplier.” Such formal policies are usually written down in company manuals or regulations for employees.  Policy is a means of encouraging discretion and initiative, but within limits. The amount of discretion usually depends on the policy and the position and authority occupied in the organisation.
Since policies are general in nature, they provide guidelines as to how the employees will carry out their jobs. While policies provide managers with some flexibility in approaching various organisational problems, this generality again makes policies rather vague. Control becomes difficult when people start interpreting policy meaning and purpose differently. 

Rules: Like policies, rules, too, are standing plans that guide action. Rules spell out specifically what employees are supposed to do or not to do. For example, the no-smoking campaign launched by some organisations is supported by some organisational rules. As opposed to policies, rules do not permit exercise of  individual discretion. Instead, rules specify what actions will be taken (or not taken) and what behaviour is permitted or not. Policies, on the other hand, tell people how to think about decisions to be made about actions.

Procedures: Like rules, procedures are standing plans that provide guidance for action rather than speculation. They are plans that establish a required method of handling future activities. Procedures establish customary ways for handling certain activities: hiring a clerk, participating in a co-operative housing society, obtaining a loan from a bank. The major characteristic of a procedure is that it represents a chronological sequencing of events. It specifies a series of steps that must be taken to accomplish a task. Specified series of steps one required to take for admission in the BBA/BSA/BPAM programme of Kumi University is an example of procedure.
3.    SINGLE-USE PLANS

Are prepared for single or unique situations or problems and are normally discarded or replaced after one use. Generally three types of single-use plans are used. These are programmes, projects and budgets. 

Programmes: Programmes are plans of action followed in proper sequence according to objectives, policies and procedures. Thus a programme lays down the major steps to be taken to achieve an objective and sets an approximate time frame for its fulfilment. Programmes are usually supported by budgets. A programme may be a major or a minor one or long, medium or short term one. Since it is not used in the same form once its task is over it belongs to single-use plan category. 

Projects: A project is a particular job that needs to be done in connection with a general programme. So a single step in a programme is set up as a project. A project has a distinct object and clear-cut termination. "Projects have the same characteristics as programs but are generally narrower in scope and less complex. Projects are frequently created to support or complement a program."

Budgets: A budget is a statement of expected results expressed in numerical terms. It is sometimes called numerised programme and most commonly expressed in terms of money i.e. taka, dollar etc. They may also be expressed in terms of any measurable units like hours, metric tons etc. It covers a particular period of time, and once the period is over, a new budget comes into being.

4.   CONTINGENCY PLANS 
As we already know, the process of planning is based on certain premises about what is likely to occur in the environment of an organisation. Contingency plans are made to deal with situations that might crop up if these assumptions turn out to be wrong. Thus contingency planning is the development of alternative courses of action to be taken if events disrupt a planned course of action. A contingency plan allows management to act immediately, if such unforeseen events as  strikes, boycotts, natural disasters or major economic changes render existing plans inoperable or unsuitable.
PRINCIPLES OF PLANNING 
Systematic planning is essential for the success and survival of any organization. Organizations fail not because they don’t plan, but because they don’t plan in an effective way. An understanding of the following principles helps one to achieve effectiveness in planning, so that you can guard yourself against the possible mistakes that are often committed by managers. 

Take Time to Plan

As the plan is a decision regarding a future course of action, it specifies the sequence of events to be performed. It involves the commitment of organizational resources in a particular way. Therefore, if a plan is not conceived well, the resources would be put to wrong use. It becomes a wasteful exercise resulting in agony and frustration. To avoid such unpleasant outcomes, several probing questions have to be asked. 

Planning can be top down and bottom up 
Normally in any organization major enterprise plans are developed by the top management. These plans are wider in scope and provide the direction to the whole organization. They spell out what the organization wants to achieve over the years. The overall plan thus formulated by the top management is split into departmental plans. Accordingly, plans for production, marketing, finance, personnel and so on, stem from the basic plan of the organization. The other operational plans at various levels down the organization flow from the departmental plans. This approach is called top-down approach to planning. In contrast, bottom-up approach involves information emanating from the lower levels that is, top management collects information from lower levels. On the basis of such information, plans are formulated. The underlying assumption is that people at the operational level are closer to the action and they possess valuable information.

In this approach, the initiative for planning comes from the lower levels in the organization. This approach makes use of the rich experience of the subordinates. It also helps to motivate the people and elicit commitment from them. However, the choice of the method depends on the size of the organization, the organizational culture, the preferred leadership style of the executive and the urgency of the plan. 

Involve and communicate with all those concerned 
Modern business organizations are so complex that various operations are highly interrelated. Such an interrelation of activities requires the involvement of all the people concerned with the achievement of goals. For instance, a plan to improve the quality of the products (Quality control plan) may require the cooperation of the people in the production. Such participation helps in instilling a sense of commitment among the people.

Plans must be flexible and dynamic 
Your managerial career indeed would be a “bed of roses” if there are no unexpected changes in the environment. Day in and day out, you are confronted with too many changes forcing you into so many dilemmas or problems. Most of such problems are caused by unexpected events in the environment. If the plan is rigid with less scope for modifications as required by the changes in the environment, the organization would ultimately sink. In a static environment, of course, there may not be a problem with a rigid plan. But in a dynamic environment, to meet the unexpected changes, adequate flexibility has to be built into the plan. Otherwise, the plan itself becomes a limiting factor. 

Evaluate and revise 
While building into the plans the required flexibility, you should not lose sight of the additional costs involved to buy such flexibility. You must also remember that flexibility in plans may not be possible always. For example, a plan for a petroleum refinery may not offer any flexibility because the machinery can hardly be used for any other purpose. Evaluation of the plan at regular intervals is necessary to make sure that it is contributing to the objectives. Like a pilot, who in the high skies checks the course to make sure that he is flying in the right direction and at the right altitude, the manager has to evaluate and review the plan. Such an exercise enables to initiate the corrective measures at the right time before it is too late. This depends on the accuracy of the information systems in the organization.

STEPS IN PLANNING 
Usually the same steps are followed by managers in all the cases of planning. All of these steps taken serially results in a planning process. An effective planning process appears future oriented, comprehensive, systematic, integrated and negotiated. Minor plans are normally simpler in nature and therefore, some of the steps can be easily taken. For general application, the following practical steps are discussed along with a flow chart provided by management scholars, (Weihrich, H. & Koontz, H, 1993)
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 Source: Weihrich, H. & Koontz, H, (1993)
1.   Being Aware of Opportunities: Awareness of opportunities in the environment both external to and internal in the organization is the real beginning point for planning. At this stage managers tend to create a foundation from which they will develop their plans for the next planning period. This awareness stage is considered by some managers as a precursor to the actual planning process instead of taking it as an actual part of the process. At this stage, according to Weihrich and Koontz, "all managers should take a preliminary look at possible future opportunities and see them clearly and completely know where they stand in light at their strengths and weaknesses, understand what problems they wish to solve and why, and know what they expect to gain. Setting realistic objectives depends on this awareness''. It is a realistic exercise about the opportunity situation and in setting forth a vision of expected gains. 

2.    Establishing Objectives: Establishing specific objectives is the second step of planning. This involves determining goals or objectives for enterprise as a whole and then for each subordinate tier and unit. An awareness of opportunities in the context of strength and weakness helps one establish a reasonable goal and draw up an action statement. Establishment of objectives involves determining the same for the enterprise as a whole and for each subordinate level or unit. Many organizations, for example, consist of divisions, each of which is divided into departments which, in turn, may contain additional sub systems such as committees and work groups. Managers are therefore, required to develop an elaborate network of organizational plans to achieve the overall goals of their organization. A comprehensive planning to be effective requires that managers in each subsystem of their organization to be involved in the planning process. Objectives which are going to guide the course of the organization in future years to come, must be clear, concise and specific.
Objectives of enterprise act as direction to the major plans, which, by reflecting these objectives define the objective of every major department. Major department objectives, in turn, control the objectives of subordinate departments and so on down the line. In other words, objectives form a hierarchy. Managers should also have the opportunity to contribute and participate in setting objectives at their own level. 

3.    Developing Premises: The third step in logical sequence of planning is the establishment of the premises or assumptions on which action statements are built. The equality and success of any plan depends on the equality of the assumptions on which it is based. Even one wrong assumption can produce a poor or unrealistic decision. These assumptions are, in fact, about the environment in which the plan is to be carried out. That all the managers involved in planning tend to agree on the premises is very important. ''The major principle of planning premises'' according to Weihrich and Koontz, ''is this : the  more thoroughly individuals charged with planning understand and agree to utilize consistent planning premises the more coordinated enterprise planning will be.''
Forecasting plays an important role in premising. By means of forecasting organizations try to answer various questions about future expectations and action statements. Forecasting may be made on personal experience and expectation or systematic empirical research. Managers base their forecasts in both cases on assumptions. ''Premising'' according to Dunham and Pierce,"therefore, involves forecasting what is likely to happen inside and outside an organization. The forecasts go into the formulation of action statement to guide the organization in the future.
According to Dunhan and Pierce, there are two types of forecasts. One type involves predicting the consequence of a planned course of action. This type helps managers understand what an organization might expect to achieve as a result of a planned course of action. Second type of forecast helps managers to make predictions about environmental events likely to affect an organization's movement towards achieving its objectives. These forecasts are made to generate information for developing their action statements. Premising is based on this second kind of forecasting.''
4.     Determining Alternative Courses: The fourth step is to search for and find out alternative courses of action, especially those not immediately apparent. At this stage managers decide how to move from their current position towards their decided future position. There is hardly a plan for which reasonable alternatives are not available. It is also found quite often that an alternative not considered as obvious, proves to be the best.  Finding alternative is not the problem normally. Reducing the number of alternatives in order to analyze and find out the best one is the problem. There is a limit to the number of alternatives that can be examined thoroughly, even with mathematical techniques and computer. At this, a manager usually draws upon research, experimentation, and experience to identify and develop a number of possible courses of action.
5.     Evaluating Alternative Courses: Once alternative courses of action have been identified after seeking out alternative courses and examining their strong and weak points, they must be evaluated in light of how well each would help the organization reach its goals. Evaluating alternatives also includes determining the costs and expected efficiency of each. One course may appear to be the most profitable but it may require a large cash involvement with a slow pay back. Second one may look less profitable but that may be less risky. Still another third one may better serve the long-range objectives of the company. Evaluation can be difficult because of uncertainty about the future, various intangible factors and inaccurate premises behind plans. Several techniques can be used by managers at this step. In fact, it is at this step in the planning process that operations research and mathematical as well as computing techniques can be primarily applied. 
6.      Selecting a Course:  After identifying the alternatives and considering the merits of each carefully, managers now shall have to adopt a plan and select one course of action. A plan is adopted at this point and is, therefore, the real point of decision making. Two or more courses may appear to be advisable on occasional analyses and evaluation of alternative courses. Managers may decide to follow several courses instead of one best course.
7.      Formulating Derivative Plans: Planning is not completed when a decision is made with the adoption of a general plan. Therefore, a seventh step is involved. Managers often still need to develop one or more supportive plans to bolster their basic plan and to explain the many details involved in reaching a broad major plan. It is clear, therefore, that derivative plans are essentially required to support  the basic or general plan. Usually there are two kinds of derivative or supportive plans. The first one involves changes in existing supportive plans. These are derivative plans that have been in use, but now need modification to support a new plan. "The second kind of subsidiary plan involves the creation of a new supportive plan. If, for example, an organization converted a plant from a traditional assembly line to one using a fully automated, computer-integrated manufacturing system, managers would need a new supportive plan for training employees to use the new equipment. They would need another new supportive plan for maintaining the new equipment."
8.      Numbering Plans by Budgeting: With decisions are made and plans are set, the final step to give meaning to them is to quantify them with numbers converting them into budgets. Budgets are sometimes called numerated programs which are most commonly expressed in terms of money. But they may also be expressed as hours worked, as units sold, or in any other measurable unit. An enterprise usually has overall budgets representing the sum total of income and expenses, with consequent profit or surplus. Each department of the enterprise or organization can have its own budgets, commonly of expenses and capital expenditures, which make up the overall budget.  ''If done well" according to Weihrich and Koonz, budgets become a means of adding together the various plans and also set important standards against which planning progress can be measured.
Why Planning Important?
It is no exaggeration that in the absence of planning events are left to chance. In such a case, you as a manager are depending on luck. You may, as a result, in all probability end up in frustration. Organizations often fail not because of lack of resources, but because of poor planning. Whatever the resources you have, in the absences of systematic planning, the resources may not help you in achieving the objectives. The following major importance of planning;
· Provides a clear understanding of what you need to do in order to achieve your development goals;

·  Guides you in prioritizing and making decisions;

·  Allows you to focus limited resources on the actions that will benefit your work the most;

·  Keeps you in touch with your context i.e. global, national and local;
· To provide a co-ordinated, systematic road map for future activities;
· To offset uncertainty and change;
· To increase economic efficiency via efficient operation;
· To facilitate control by establishing a standard for subsequent activities
· Reduce competition 
Why Plans Fail?

Effective planning is not an easy task. There are a number of reasons for failure of plans in practice. Planning suffers from the following limitations.

Cost and time: Planning is quite a costly and time consuming process. Unlimited amount of time is spent on forecasting, evaluating alternatives etc. By the time a plan is established, the environment might change and this requires a complete revision of the plan. Besides this, cost also increases. 
Validity of the forecasts: Planning is future oriented activity based on forecasts. As the period of planning increases, the accuracy of forecasting diminishes. Planning loses its value if reliable and adequate data is not available.

Internal Inflexibility: Planning becomes rigid at times because of internal inflexibilities. This reduces individual initiative and causes delay in decision making. Internal inflexibilities like rigid policies and procedures and limited resources affect planning process. 
Influence of External Factors: External factors beyond the control of an organization affect the effectiveness of planning. These are very difficult to predict and make execution of plans very difficult. External factors like government control, technological changes and trade unions affect the planning process. 
Resistance to change: Another important limitation of planning is resistance to change. The human element in an organization always resists change.  People are more concerned about the present rather than the future which is uncertain. Planning being forward looking is always affected by this resistance to change. 
Unrealistic plans: The entire planning process may fail, if people involved in it do not formulate correct plans. The reasons for failure of people in planning may be due to a number of reasons like lack of commitment to planning, lack of delegation of authority, excessive reliance on past experience, tendency to overlook premises, etc
STRATEGIC PLANNING
One of the most common sets of activities in management is strategic planning. To determine where the organization is going, there is need to know exactly where it (organisation) stands, then determines where it wants to go, and how it will get there. Strategic planning is therefore an integral part of strategy. Dunham and Pierce have defined strategic planning as the top management's active and conscious effort to design a plan in order to place an organization within its external environment. A strategic plan outlines a long-term perspective for the organisation i.e. it specifically states the organisation’s reason for existence, its strategic objectives, and its operational strategies. 
It refers to a systematic process of envisioning a desired future, translating this vision into broadly defined goals or objectives, and a sequence of steps to achieve them. Other scholars define it as the process by which an organization examines its purpose and goals, visualizes its future, and outlines a course of action to reach that envisioned future. 
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	A strategic plan of an organisation, therefore, answers a set of fundamental questions. 

"A strategic plan, therefore, is a comprehensive framework that guides the decisions that determine the nature and direction of organisational activities".

	A good strategic plan should therefore:

· Address critical performance issues

·  Create the right balance between what the organization is capable of doing against what the organization would like to do

· Cover a sufficient time period to close the performance gap

·  Visionary i.e. convey a desired future end state

·  Flexible i.e allow and accommodate change

·  Guide decision making at lower levels operational, tactical, individual 


For a broader and better understanding of strategic planning, the following four (4) concepts need to be appreciated, viz.

Vision Statement

A Vision is a future view of what an organization would like to become. It depicts how the organization wants to be perceived in the future. 

Key Elements of a Vision Statement

· Provides a panoramic view of “where we are going”

· Is distinctive and specific to a particular organization

· Avoids use of generic language that is dull and that could apply to most any company

Characteristics of a carefully Worded Vision Statements
These include: 
· Graphic: Paints a picture of the kind of company that management is trying to create

· Directional: Is forward looking

· Focused: Is specific enough to provide guidance in decision making

· Flexible: Is not so focused that it makes it difficult to adjust to change

· Feasible: Is within the realm of what is possible

· Desirable: Indicates why the directional path makes sense

· Easy to Communicate: Can be explained in simple terms

Examples of Vision and Mission Statement

EX. 1: Uganda Police Force

Vision: To be an enlightened and motivated police force that is efficient and accountable to the public:
Mission: To serve and protect life and property of the citizens. 

EX.2: Center for International Cooperation (CIC)

Vision: Envisioned to become a Center of Excellence in engineering research, technology innovations and development cooperation in Africa
Mission: To develop the University level of research, create sustainable mechanisms of resource mobilizations, partnership with developing countries and other stakeholders in providing quality education, reduce poverty and improve the quality of life Africa.
Key difference between Vision and Mission Statement

	VISION 

A strategic vision concerns a firm’s future business path - “where we are going” 
· Markets to be pursued

· Future product /market/ customer/ technology focus
	MISSION

The mission statement of a firm focuses on its present business purpose - “who we are and what we do”

· Current product and service offerings

· Customer needs being served


Organisational Mission
An organisational mission is a statement specifying the kind of business it wants to undertake. The mission statement of an organization is normally short, to the point, and contains the following elements:

· Provides a concise statement of why the organization exists, and what it is to achieve;

· States the purpose and identity of the organization;

· Defines the institution's values and philosophy; and

· Describes how the organization will serve those affected by its work.
· Easy to understand

·  If possible, try to convey the unique nature of your   organization and the role it plays that differentiates   it from others 
Hence, a mission statement, does not necessarily state specific strategic objectives or operational strategies or tactics. 

Examples Good and Bad Mission Statements
Example 1:
To Explore the Universe and Search for Life and to Inspire the Next Generation of Explorers
· It does a good job of expressing the core values of the organization

· Also conveys unique qualities about the organization
Example 2: 
To Make People Happy

· Too vague and unclear

· Need more descriptive information about what makes the organization special

Strategic Objectives/ Goals
A strategic objectives/ goals provide statements of definable and measurable achievements. In other words, a goal is a specific target, an end result or something to be desired. Hence the realisation of such achievements marks the fulfilment of an organisation’s mission statement. A goal is a major step in achieving the vision of the organization for instance a goal for a teaching organization might be to have 20 publications every year. 
Note: An organisation may set several goals that will outline a path to achieving the vision. Each goal in the strategic plan will in turn require a number of objectives to be successfully achieved

Examples of Goals from CIC’s Mission
a) To promote Mentoring Programme by brings together members with expertise in subjects and members who want to build their knowledge within those subject areas.

b) To contribute to the economic and social development of the nation by promoting sustainable technology.

Questions to Ponder

a. As an individual, do you have goals?  Where do you want to be a year from now?  Five years from now?  Ten years from now?

b. What types of investments do you need to make to accomplish your goals?

c. Are you on a trajectory to accomplish your goals?  If not, what changes do you need to make to accomplish your goals? (priorities, environment, etc.)

Operational Strategies
Operational strategies specify the actions that are to be taken in order to attain objectives. In simple, a strategy is management’s game plan for strengthening the organization’s competitive position, satisfying customers and achieving performance targets. Its’ important to note that, goals are a big part of the strategy process. The following are the key questions in desining a strategy for your orgainsational goals:

· What is your current business position (honestly!)

· What is your desired future position? This is your vision statement 

· How will you treat stakeholders?  This is your mission statement

· How large will we need to become?  

· How will we grow? (Acquisitions, alliances, internal growth?)

· How broad will our product/service line need to be?

· How will we need to position ourselves against rivals? (Premium features? Better customer service? Customization? Delivery time? Product line variety? Equal but less expensive?)
· How will we manage our costs?

Features of Strategic Plans 
The following are some of the most important characteristics of strategic plans:

· They are long-term in nature and place an organisation within its external environment.
· They are comprehensive and cover wide range of organisation activities.

· They integrate guide and control organisational activities for the immediate and long-range future. 
· They set the boundaries for managerial decision making. Since strategic plans are the primary document of an organisation all managerial decisions are required to be consistent with its goals.
Note: Strategic plans, thus, set forth the long-term objectives, intermediate objectives and main purpose or basic role of an organisation.
General Strategic Planning Process

It covers several steps, starting from the initial examination of the current state of affairs, through the preparation of a plan and down to the final checks on how the plan is affecting daily performance. These steps are discussed below: 
Step 1: Planning Awareness: The first step in developing a strategic plan is to take stock of the existing situation i.e. an organisation’s current mission, its goals, structure, strategy and performance; the values and expectations of the major stakeholders and power brokers of the organisation and the environment in which the organisation exists and operates. Commitments made in previous plans must also be reviewed at this stage. Why? Such earlier commitments might have created groups with vested interests, allocated resources, and exerted other influences on decisions about the future.
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Step 2: Formulating Goals: The second step for management to develop a strategic plan is to clearly spell out what an organisation wants to achieve in the future. Formulating goals demands from manager’s necessary affirmation and verification of reasons or justification of the organisation’s existence, the definition of its mission or purpose, and establish strategic objectives.
Step 3: Analysing the External Environment: Once the formulation of organisational goals is over, the next step is to look at the factors in the environment which might affect the management's ability to accomplish them. Scanning or assessing the environment is the process of collecting information from the external environment about factors having the ability to exert influence on the organisation. The assessment of environment is done on economic, social, political, legal, demographic, and geographic counts. In addition, the environment is scanned for technological developments, for products and services in the market and for other factors required to determine the competitive situation of the firm. The main purpose of an environmental assessment is to identify opportunities and threats to  the organisation so that managers can develop a strategy to face them. This step may be taken along with the next step i.e. step four, analysing the internal environment or the organisation’s own resources. 
Step-4: Analysing Internal Environment (Own Organisational Resources): The analysis of internal environment or the organisation’s resources from within identifies its present strengths and weaknesses by examining its internal resources. Audit and evaluation should be undertaken in matters of research and development, production operation, procurement, marketing, and products and services. Such other important internal factors as human resources and financial resources, the image of the company, the organisation’s culture and structure and relations with customers should also be assessed. The critical factor in an organisational analysis is a statement of what the organisation does better or worse than its competitors. Managers, in other words, must answer the question about their strength or weakness compared with their competitors so far as internal resources are concerned.
Step 5: Identifying Strategic Opportunities and Threats: Having the facts provided by assessment of the external and internal environments, managers then proceed to the fifth step. Here, they identify their opportunities to achieve their goals, on the one hand, and the threats that could hamper and halt them. Both these factors must be considered for effective strategic planning. In short, managers should use all the information provided by their scanning of both sides of the environment in the course of strategic planning that are likely to affect their organisation in the future.  
Step-6: Performing Gap Analysis: Gap analysis identifies the expected gaps between where managers want the organisation to go and where it will actually go if they maintain the current strategy. Gap analysis helps to point out areas in which an organisation is likely to succeed, but its real value lies in identifying the limitations of the present strategy and pointing out the areas requiring change. Thus gap analysis helps determine the causes of the gaps and, most importantly, makes managers concerned about the issues to be seriously addressed in designing a new strategy. 
Step-7: Developing Alternative Strategies: At this step of the strategic planning process, managers are faced with the question of whether a new strategy is required and, if so, what kind of strategy it will be. If no gap is found from the above analysis (step six), there is hardly any problem. But gap analysis quite often tends to show that some changes in strategy are required. Hence managers as a matter of course have to identify new alternatives, evaluate each of them, and choose a new or an alternative strategy.  The nature and extent of gaps exercise considerable influence on the complexity of the process. Sometimes only minor adjustments in existing goals and strategy are required. For example, an image problem of the company might be rectified by some simple measures such as a change in advertisement or modernisation of equipment to expedite delivery of products or services. At other times, important changes in matters of organisational strategy become necessary. For example, an organisation may require entering into a new market, redesigning a product, or even merging with or acquiring another organisation to face new and changing competition. Finally various alternatives have to be carefully considered and evaluated before the choice is made. 
Strategic choices must be examined in the light of the risks involved in a particular situation. Although some opportunities appear to be profitable, they might not be pursued for the risk of failure and consequent bankruptcy of the company. Time is another critical factor in selecting a strategy. For example, even a very high quality product may fail if it is introduced to them market at a wrong time.

Step 8: Implementing strategy: However good a strategic plan may be, it cannot fully utilise its potential unless it is implemented effectively at each level of the organisation. A corporate level strategy must generate appropriate strategic plans for each unit of business. Within each business unit, supportive functional strategies must be developed. Again, as the overall strategy filters downward, managers at each level must follow the full strategic planning process in a similar manner and must develop in their turn, strategies for the major organizational divisions, subdivisions and each major functional area. Managers must also remember that a strategy must have the support of the employees at every level for its success. It is therefore important for the managers to give due consideration to the attitudes, values and goals of organisation members at the time of implementing a new strategy.  
Step 9: Measuring and Controlling Progress: At the last step, managers must evaluate the effectiveness of the strategy being pursued. Necessary checking should be done by management to see whether it conforms to the strategy that they designed in step seven and is achieving the goals that they set forth in step two. The results of the evaluation and control measures during this last step of the process inform managers about the actions required to enforce a strategy, which is not being followed or to revise or improve a strategy that is not working. At this final stage managers can employ several criteria to measure the success of a strategy. Some of them are: 
· External consistency: How far is the strategy helping the organisation to cope with the demands of the external environment? 
· Internal consistency: Is the strategy using organisational resources to achieve the objectives set by management? 
· Competitive advantage: Does the strategy enable the organisation to do things better than its competitors? 
· Degree of risk: Is the risk involved in the strategy consistent with the organisation’s expectations? 
· Contribution to society: Is the strategy socially responsible?

· Motivation: Is the strategy contributing to the morale, motivation and commitment of the people in the organisation? 
If the plan fulfils these above criteria at the final stage of the strategic planning process, managers might feel assured that the strategy is working well and according to their expectation.
It is important to note that; effective implementation of strategic planning does not require only the allocation of resources to accomplish goals. It must also be backed up by strategic ideas, which include having an appropriate organisational structure, an effective management information system, a system of budget facilitating the achievement of strategic objectives, and a reward system that supports the strategy.
Benefits of Strategic Planning
The following are the major reasons for strategic planning:

· Defines a company’s vision, mission and future goals.

· Identifies the suitable strategies to achieve the goals.

· Improves awareness of the external and internal environments, and clearly identifies the competitive advantage.

· Increases managers’ commitment to achieving the company’s objectives.

· Improves coordination of the activities and more efficient allocation of company’s resources.
· Better communication between managers of the different levels and functional areas.

· Reduces resistance to change by informing the employees of the changes and the consequences of them.

· Strengthens the firm’s performance.

· On average, companies using strategic management are more successful than the companies that don’t.

· Strategic planning allows the organization to become more proactive than reactive.

Why Strategic Planning Fails?

The following are some of the important factors supposed to cause the failure of strategic planning: 

· Inadequate preparation for strategic planning on the part of managers.

· The information for preparing the plans is not enough to prepare subsequent plans for action.

· The objectives of the organisation are too vague to be of any use.

· The business units (divisions, sub-divisions etc.) are not clearly distinguished or identified.

· Reviewing of the strategic plans of various business units is not done in an effective manner.

· Linkage between strategic planning and control is inadequate.

Note: The following are the major theories applicable to Strategic Planning and Management

· Contingency Theories

· System Theories

· Chaos Theories
· Military Theory 
· Etc 

MANAGEMENT BY OBJECTIVES (MBO)
Management by Objectives (MBO) is a comprehensive management system based on measurable and participatively set objectives. MBO is now widely practised all over the world. But, despite its large-scale application, the meaning of MBO is not yet always clear. To some people, it is an appraisal tool; others consider it a motivational technique, while others look upon it as an instrument of planning and control.
Management by Objectives (MBO) has been defined by Weihrich and Koontz as “The comprehensive managerial system that integrates many key managerial activities in a systematic manner and that is consciously directed toward the effective and efficient achievement of organisational and individual objectives.” Emphasizing management by objectives was not initiated or originated by any single person. Such management has been dictated by the prudence or common sense of innumerable people. However, certain individuals have long placed emphasis on management by end results.

MBO is a comprehensive management system based on measurable and participatively set objectives. It has come a long way since it was first suggested by Peter F. Drucker in 1954 as a way of promoting managerial self-control. The common factor that has made MBO programs so popular in both management theory and practice is the emphasis on objectives that are both measurable and participatively set. MBO is a management technique for increasing employee involvement in the planning and controlling activities. Through involvement, it is believed that employee commitment to a planned course of action will be enhanced and performance will be more efficient.

Many variations are found in the practice of MBO. But basically it is a process through which goals, plans, and control systems of an organisation are defined through collaboration between managers and their subordinates. Jointly they identify common goals, define the results expected from each individual, and use these measurements to direct the operation of their unit and to assess individual contributions. In this process, the knowledge and skills of many members of the organisation are pressed into service. Instead of telling subordinates about their goals, managers ask subordinates to participate and decide about what their goal should be.
After setting up of an acceptable set of goals for each employee through a give-and-take collaborative process, the employee is asked to play a major role in devising an action plan for achieving these goals. In the final stage of the MBO process, employees are asked to develop control processes, to monitor their own performance and to suggest corrective measures if deviations from plans do occur. The entire process is a combination of planning and control.  

The MBO Cycle 
The four steps or stages of the MBO process are also called the MBO cycle. The four-step cycle illustrated below (Figure 4.5) lies at the very heart of MBO. Since MBO combines planning and control, the MBO cycle follows very closely the planning-control cycle.  
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Steps 1 and 2 form the planning phase of MBO, and steps 3 and 4 are the control phase.

Step - 1: Setting objectives
A hierarchy of challenging, fair, and internally consistent objectives is the necessary starting point for the MBO cycle because it serves as the foundation for all that follows. All objectives, according to the principles of MBO, should be reduced to writing and kept aside for future reference during steps 3 and 4. Setting objectives under MBO starts at the top of the managerial pyramid and filters down, one layer at a time.
The main contribution of MBO to the objective-setting process is its emphasis on participation and involvement of subordinates. There is no place in MBO for either a domineering manager ordering people or a passive manager leaving all at the discretion of the subordinates. Rather MBO calls for a negotiation of objectives between superiors and subordinates on a give-and-take basis.  

Step - 2: Developing action plans
With the development of action plans and addition of these statements to the objectives participatively set, the planning phase of MBO comes to an end. Managers, at each level, tend to develop plans that incorporate the objectives established in step-1. It is the responsibility of higher managers to make sure that plans of their direct subordinates complement rather than conflict with one another. 

Step - 3: Periodic review
Attention now turns to step-3 as plans go into action requiring the following-up and monitoring of performance. Face-to-face meetings between superior and subordinate at 3-, 6- and 9-month intervals should be held regularly. These periodic check-ups help to see whether a particular set of objectives is still valid or needs revision or updating under the changed circumstances. Periodic check-ups also provide managers with excellent opportunities to give subordinates required and well-considered feedback. 
Step - 4: Performance appraisal
According to Kreitner, “at end of one complete cycle of MBO, typically one year after the original goals are set, the final performance is matched with the previously agreed upon objectives. The pairs of superior and subordinate managers who mutually set the objectives one year earlier meet face to face once again to discuss how things have turned out.

MBO calls for emphasis on results, not on personalities or excuses.” Kreitner further adds that the control side of the MBO cycle is completed when success is rewarded with promotion, incentive payments or other suitable benefits and failure is noted to take corrective action in the future. At the time of evaluating performance during steps 3 and 4, managers need to keep in mind the following behavioural principles:
a) Principle of participation: Motivation tends to increase with increased participation in decision making and objective setting. 

b) Principle of feedback: Motivation tends to increase when employees know where they stand. 

c) Principle of reciprocated interest: Motivation tends to increase when the pursuit of organisational objectives goes hand in hand with the achievement of personal objectives.

d) Principle of recognition: Motivation to achieve organisational goals or objectives tends to increase when employees are recognised for their contribution. 

The MBO cycle repeats itself, after every one round, each cycle contributing to the learning process. As a common practice, MBO starts at the top and introduces a new layer of management to the MBO process each year. Experience shows that adding several layers of management into MBO all at once frequently causes confusion, dissatisfaction and failure. Actually, five or more years are typically taken even for a moderate-sized organisation to evolve a full-blown MBO system that binds together such areas as planning, control, performance appraisal, and the reward system. Votaries of MBO believe that the natural by-products of a proper MBO system are higher productivity and greater motivation resulting from the use of realistic objectives, more effective control and self-control of the employees.

Advantages of MBO 
An organization can benefit in the following ways by implementing MBO. 

a) Accomplishes consistency in objectives as each department’s objectives are consistent with the organizational objectives, the possibility for the various departments working at cross purposes is very less.

b) Contributes for effective management by providing lot of clarity in the objectives and the organisation that is necessary to achieve them. 
c) Forces the management to plan the activities in a systematic way. 

d) Facilitates objective performance appraisal. As the goals themselves become the standards against which the actual performance is measured, MBO system itself acts as an effective performance appraisal tool. 

e) Contributes for the installation of a democratic and participative setup essential for the success of an organisation in a complex business environment of today. The interaction that takes place between the superiors and subordinates is a good sign of human resource development in the organisation.
Reasons Why MBO Fail 
In spite of many advantages, MBO may not be considered as a panacea for all the evils of the organisation. The success of the program depends on several factors. If the program fails, it is largely due to the following reasons: 

a) Lack of top management involvement and support. For an MBO program to succeed, it must have the complete support of top management.

b) Lack of understanding of the philosophy behind MBO. MBO program in some organizations meet the resistance of employees because it is imposed on them as ‘control device’ to curb their freedom. 

c) Difficultly in setting realistic and meaningful objectives. Some jobs and areas of performance cannot be quantified and hence are not amenable for objective evaluation.

d) Increased time pressure. To use MBO program, managers must learn to establish priorities and use the time effectively.
e) Lack of relevant skills. Managers may not have the requisite skills for identifying objectives, communication and interpersonal interaction such as counseling and receiving feedback. 
f) Lack of individual motivation. The rewards and incentives for superior performance have to be specified clearly. Ambiguity or uncertainty regarding the outcome of the efforts is one of the reasons for the non-performance. 

g) Poor integration with other systems. Objective setting and review phases must be performed in conjunction with other activities such as budgeting, forecasting and the like. Often managers are neither taught how to set the objectives nor familiarized with the various plans and policies of the organisation. In such cases, each department ends up going its own way, and the results are counterproductive to the overall organisaiton.

Conclusively, the key to effective MBO programmes  probably lies in the assumptions, beliefs, and attitudes of managers and subordinates. MBO techniques work well when managers hold Theory Y assumptions and subordinates’ actions and attitudes are consistent with those assumptions. Theory Y managers and subordinates are an ideal combination for MBO. However, other combinations of managers and subordinates will occur. If managers accept and subordinates fit the Theory X assumptions, successful MBO implementation is very unlikely. Managers may try to use the techniques, but their belief that they will not work will be bolstered by the subordinates discomfort with the new procedures.
Revision Question 

1.  Implementing strategic plans usually involves a lot of changes but unfortunately, sometimes such changes are resisted by organisational stakeholders especially the employees. 

Required:

a) Using relevant examples, justify why some people resist change during strategy implementation in organisations. 

b) As a Management Consultant, how would you advise managers to effectively manage such resistance to changes in organisations? 

2.   Planning is the most basic of all managerial functions in which all other functions stem from. Hence, systematic planning is essential for the success and survival of any organization. According to Benjamin Franklin, the father of time management, who tried to make managers have efficient and effective plan noted that, "Failing to plan is planning to fail." 

Required:

a) As an effective manager in your organisation, discuss to your superiors why planning is considered the primary management function? 

b) Using relevant examples from your organisation, discuss why organisations’ plans fail? 

c) Discuss the effectiveness of MBO as a planning tool in organisation. 
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