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The Planning Process

Planning is the process used by managers to 
identify and select goals and courses of 
action for the organization.

Ţhe organizational plan that results from 
the planning process details the goals to be 
attained.

Ţhe pattern of decisions managers take to 
reach these goals is the organizationôs 
strategy.
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The Benefits
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How to Make a Plan That Works
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Adapted from Exhibit 4.1
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Setting Goals
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Goal Commitment

Ţhe determination to achieve a goal

I̧ncreased by:

ÂSetting goals through participation

ÂMaking goals reasonable

ÂMaking goals public

ÂObtaining top management support
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Developing Effective Action Plans

F̧or accomplishing a goal, you need to list the:

Â specific steps

Âpeople

Â resources

Â time period
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Tracking Progress

F̧irst  method, 

setting:

Âproximal goals - short-term

Âdistal goals - long-term

Şecond method:

Âgather and provide performance feedback

Âmake adjustments in:

Éeffort

Édirection

Éstrategies
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Maintaining Flexibility

O̧ption-based planning

Â keep options open through simultaneous investment

Â invest more in promising options

Ļearning-based planning

Âplans need to be continuously adjusted

Âencourages frequent reassessment and revision of goals
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Planning from Top to Bottom

Vision

Adapted from Exhibit 4.3
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Planning from Top to Bottom (contôd)

Vision
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by
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Adapted from Exhibit 4.4
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Three Stages of the Planning Process

Determining the Organizationôs 

mission and goals
(Define the business)

Strategy formulation
(Analyze current situation & 

develop strategies)

Strategy Implementation
(Allocate resources & responsibilities

to achieve strategies)

Figure 7.1
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Planning Process Stages
O̧rganizational mission: defined in the mission 
statement which is a broad declaration of the 
overriding purpose.

ÂThe mission statement identifies product, customers and 
how the firm differs from competitors.

F̧ormulating strategy:managers analyze 
current situation and develop strategies 
needed to achieve the mission.

I̧mplementing strategy: managers must decide 
how to allocate resources between groups to 
ensure the strategy is achieved.
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Levels of Planning
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Figure 7.2
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Planning at General Electric
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Figure 7.3
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Planning Levels

Çorporate-level:decisions by top managers.

ÂConsiders on which businesses or markets to be in.

ÂProvides a framework for all other planning.

B̧usiness-level: details divisional long-term 
goals and structure.
ÂIdentifies how this business meets corporate goals.

ÂShows how the business will compete in market.

F̧unctional-level: actions taken by managers 
in departments of manufacturing, marketing, 
etc.
ÂThese plans state exactly how business-level strategies 

are accomplished.
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Characteristics of Plans

Ţime horizon:refers to how far in the future 
the plan applies.

ÂLong-term plans are usually 5 years or more.

ÂIntermediate-termplans are 1 to 5 years.

ÉCorporate and business level plans specify long and 

intermediate term.

ÂShort-term plans are less than 1 year.

ÉFunctional plans focus on short to intermediate term.

M̧ost firms have a rolling planning cycle to 
amend plans constantly.
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Types of Plans

Ştanding plans:for programmed decisions. 

ÂManagers develop policies, rules, and standard operating 
procedures (SOP).

ÉPolicies are general guides to action.

ÉRules are a specific guide to action.

Şingle-use plans:developed for a one-time, 
nonprogrammed issue. Usually consist of 
programs and projects.

ÂPrograms: integrated plans achieving specific goals.

ÂProject: specific action plans to complete programs.
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Who Plans?

Çorporate level planningis done by top 
managers.

ÂAlso approve business and functional level plans.

ÂTop managers should seek input on corporate level issues 
from all management levels.

B̧usiness and functional planningis done by 
divisional and functional managers.

ÂBoth management levels should also seek information 
from other levels.

ÂResponsibility for specific planning may lie at a given 
level, but all managers should be involved.
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Why Planning is Important

Planning determines where the organization 
is now and where it will be in the future. 
Good planning provides:

ÂParticipation: all managers are involved in setting 
future goals.

ÂSense of direction & purpose: Planning sets goals and 
strategies for all managers.

ÂCoordination: Plans provide all parts of the firm with 
understanding about how their systems fit with the 
whole.

ÂControl: Plans specify who is in charge of 
accomplishing a goal.
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Scenario Planning

Şcenario Planning:generates several 
forecasts of different future conditions and 
analyzes how to effectively respond to them.

ÂPlanning seeks to prepare for the future, but the future 
is unknown.

ÂBy generating multiple possible ñfuturesò we can see 
how our plans might work in each.

ÉAllows the firm to prepare for possible surprises.

ÂScenario planning is a learning tool to improve 
planning results.
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Determining Mission and Goals

Ţhis is the first step of the planning process 
and is accomplished by: 

A. Define the business: seeks to identify our customer and 
the needs we can and should satisfy. 

ÉThis also pinpoints competitors.

B. Establishing major goals: states who will compete in 
the business.

ÉShould stretch the organization to new heights.

ÉGoals must also be realistic and have a time period in 

which they are achieved. 
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Types of Missions

Ţargeting

Â set a clear, specific target

Çommon-Enemy

Â vow to defeat a rival

Ŗole-Model

Âemulate a successful company

I̧nternal -Transformation

Â strive to dramatically change the company
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Mission Statements

Company

Compaq

AT&T

Mission Statement

Compaq, along with our partners, will 

deliver compelling products and services of 

the highest quality that will transform 

computing into an intuitive experience that 

extends human  capability on all planes --

communication, education, work, and play.

We are dedicated to being the worldôs best at 

bringing people together -- giving them easy 

access to each other and to the information 

and services they want and need  -- anytime, 

anywhere.

Figure 7.4


