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ov]d@i hy the envtxonment, amd the '1nternu1 changéq of the COfpb¢
rnte Corporate planning 1s a way to manage: internal changes to ma~
e ke them meet the environmerbil chaoges. -

| Strategic ;:- SOOI
planning I}
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% : Fig, 1 A Corporal‘.e Planning System

| Sl EThe second module 1s-‘strategio planning. By means of strate-
I o gic planning desireble and obtainable objectives and purpose ot
! :‘. the  corporate are’ defined. Product-market stretegies. finances
il . stratégies, and 'adminiatrative 3trategies make up the three key '
ij:‘ areas, of strategic planning, . ;
t The two remaining nodu]es are Operative planning apd develop—,
e .7nenf planuing, . They are the‘two ways to till “the gap between the
[ presest state of affairs snd the strategy., They are both linked
f&vw (. baek with the wresent .State of ‘affairs’ to' make planning a:
1 ey yeazly, ‘tarative process. Uhile atrategio planning Hefines,
[ the right thi“gs to do, the operative planning spells out how to
R hieve the ef ratewy in the right way. Development planning is
qon-osed of un‘que pro*eo»s set up to contribute to the, strate—
K The preqen paper ig conf!ned to Operative plannins. Operativeu
plsnning 15 nub%tvided dnto long . range Operative ~ planning - and
_snort rang DperatiVe planning. ﬂs long, range operative planning‘
: 1q‘ba ipd ot atrateny. 5hor+ range Operative planning ia based on
7'1ahg rarge aperative planving. This has turned out to be easier’ ;
- eets than done, 'A the ) hiqtory' of . ooryorate plennina in Finland_
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‘.commgnced with short range plaﬂning (budgeting), he"igtter HREL Lo i@
had too much etfect on the longer planning horizons., e

f p Rt

On Corporate Organization and Planning

Operative planning is strictly bound to organization, But the o T
organization varies from corporate to corporate, and * corporate =
.planning varies accordingly. What can be genexalized though, _agéﬂi_”:“ “

"v‘aﬁme organizing principles and types of organizations where The i e
essontial planning respongibilities are of similar nature, Theqe"’ *?%
kwo aspects of roeganization, relevant to qprporate planning. are' 1 fb“
now examined in turn, ; Cavion,
1. A principle of organizing p3ann1ng. Operative planuing e A

built on the principle of decentralization of plamning. Accov—"V,
eding to this view a manager ‘s charge consists of plenning, doing'(_“*f?”

Cand control (see rig. 2) contrary to the view that “the upper 1eve1“y"ff 4

o plans and controls - what the lower level does. The tripartite und by ,5Jtr”

of planning, doing, and control& implies thet every manager. 13.;.&*'
| ~{uvolved in éorporate planning so that the plan of a 'managev SRS
| the freme of his subordinates’ planning aud subordinates’plans are '

means of achievins the 'plans of their superior. Then, curporate_f~v
plan 13 realized throuzh a  two=way oxganizational process from
top to bottom as well as. from bottom to top. The process is tlmoil" G
‘consuming end it 3ives ‘rise to co-ordinstion problems but thesef7;

i ,costs are paid ‘back by the greater realisn of < the plan ‘and the o
better motivation of managers that have been involved in wlaruing.y  ;”V
their own work., However, proper treatise of the process and - o

b _responsib111+y accounting system feeding each mensger with 1uforma-‘;lfijf
’ ‘tion ahOut his runctlon ar: needed to make this organizing priu-jtﬁ’,'g
',”ciple work, ‘ : ~ ; R
:[‘ﬁ It may ba worth noting in passing that in our economy B
‘micronleval organizing princip]e is very potent, because the wace
ufro-level control-aphere5 is fairly weak. We restriot ourse1vesf£ff.*
, b 8 M. e i 8, Every nmpIovee a manager. New. York 1970,"r
see for the elaborution of the. view, v

5 5. Ko rnai, Anti-Equilibrium .On Economic Bystems 'l‘heo- o
ry and the Taska ot ﬁasearch, Amsterdam 1979, p._an, i Wy
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g_\;‘no ﬂ

a;h Ls an appxnprlate desbgnatlon 1nsteaa of the systems +heo~_'
_»sl‘y,-v e ’ ' | R 3\
‘ The nystem to be preavntun is a practitioner 8 .syqtem, - and
1ts deVelopment,T‘reftnement and evaluation have been’ gulded by
pra&macic crib3ria instead of methodical sophistication, In fact,
_the installed systems have tended to grow simpler in *erms of mete
hoda though more oomplex as processes.

iy

o e R Operative Planming g stem

Long hange Operative Planning

e 1ong range operative plaunin, consists of sequencs of mo=
dules and of" tha process of  fixing ‘them ‘into the organizan‘
tion. \Tho planning horkzon generally extends to three. years anq
more. A great flexib*lity mst be built in plans extending up to
tan years and more. " The presentation of the modules is to fol~
low (see tig. 4 for illustration). i : AT
o Operative key result areas for the whple corporate and its
units ara derived from the strategic plan, Tt is the tpp mannger“

t.e units are also involved., ‘
' oty 2. Noxt. a'quantitative measure for each key result area is3f
xound. stafr personnel can do the work fLor quantiﬁcation. Thb:
¢erporat¢ level’ starting values as a frame for the. de&ailed plan- ;
niﬂg of units and tunctians are resulta of the phAse. '4‘

- 3, Preliminary marketlng plan is  worked out from the ° clients‘
"Kdemand. It 1s customarily rormuleted 1n terms o produotnmarket}[
miz, -~ The plan s preliminary in the gense that it suffices ‘,tbf
;know the possibilities to .sell, - Market and competitor ; analyaos?
are meann ‘ot geetinp the needed inrormation. Even though pxelimi~

‘ rary “Hhe! derand is & cornennstone of all subsequent glanuing. j‘
‘575 ?ﬂ, ; The ‘prelimiuary maxketing p]anning is’ derehtralized as ne&r
il ﬁa the clién b3 as\yosﬂible» this princigle means that it 13 tho
reaporaibility of the marketing menagers an th» functional i‘lee’
‘ ve},- thouyh even saleawen whn have direct oontacts j with >
f51 gt ulients are, in"clveu. D e : :
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of “the corporate who is in change of thia phase but thp heads ot' ;
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o 4.‘Pr911minary productlon plan can now be prepared.- It;is bg#f7
: ”ﬂaed cn the prelimlnary marksting plan on the Qne hand and qn
'3,1nterna1 resource ana lysis on the other.‘T» Ak :

i Knowing the poasibilitiea to gell and the internal resouroes‘
" Q1t is . possible to optimize th& use of present resources and to -
gl get an idea of the need. Ior new resources, A quantitative produc-
’}3tion programme. an estimate of the developient = of ‘the cost’

| structure, and a first estimste of investuent needs Aare the conc-

ﬁi,rete ‘outcomes of the phase, = i A : N

i The. ‘responsibility of proparing the preliminary _prodnctioﬁ_

/. plan rests llkewise on the runotional 1eVe1 or on the production-

b manasers. 4 WA : 5 (R :

} " 54 Ye have leamed by experience that a definite phase for

i the co—ordination of the praliminery marketing plan and the pre-

‘ﬁ'liminary production plan is needed, The gap between the mafketingi
‘1potent§al and the production capaoigy is herewith bridged., LNy
j." The co-ordination bringa out adjusted quantitative markating’j
‘ anﬁ production. plana 1nnluding a 6etailed selling programme, 8

“'preliminary estimate 7} revenuea and coats.' a resource utiliza- ;

“tion plan, end a revised estimate of 1nveatmaht needs. : Nonnally“

marketing managers and production managers cah agrae upon the co=-

;gordination and. their common untt ﬁeada only confirm the co-ordinlﬁ
nated plans, . J

..f ' 6.‘N6w the nvasggen; g ed g can “be collected from tha units'1
“fand examined on thp ccrporate 1evel asainst xiuancing possib111~3ﬁ

“‘;iea.4f'; b . o
: . Corporate level investment needs, an analysis or the meaots g

o ngf the 1nvestments and a review of'?inancing posaibilities are out~;f
; ’ffcomes of the phase, : 24 ¢ 2

f “The 1nvestment analyses are worked out by the corparate staff -“

a corporatq planner. 87 tinancial maganer,f an aocounting spacia-‘

1Xut or whatever the appropriate stazf organizaﬁion may be. o

o 7. Investment decisions  can now be taken ‘on tha basis ‘of pres

1aid strategies, lnvestment needs and rinanciug poaaibilitiea.”ﬁ

*‘Tne outcore ' of the phase ia a detsiled investment plan ror thev"

LY R e e (o e e €0

' fyInveatment déclaions cannot be Qelegated by tha top maneger. )

: Bm Deflnita 1agg r_gge ope;apive p;_qu_gor the. units Will
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pSr 3 ¢ ~

organizational rasponstbilities easily measurable in the shorter‘
tlme periody ' :

The  short range operative planning ‘means generally one

year, The traditional budgeting procedures are a kind of a skele—
ton of the one~year planning.: But budgeting as auch"does not'
suffice, unless it is based on business planning,
‘ In the following the phases or short range Operative planning
are Ppresented, \ ; , -
1R 1. Derivation of the tirst year_goals or long range Operatib
ve plamning and fixing “them to the organization (cf. 11 above), -

2, Discussions between superiors and subordinatea about ~ the
-attainrent of key reault goals of last year and setting the gOalsi
fror the next year, These performance reviews are held throughout
‘the organization, : : : R

. The performance reviews link the process Of ‘Management by
Objectives with the process of oOrporate planning. Management by
,Obdpctivea N ‘a ‘widely disputed management ‘system whose suc-f
fcess likewlse seems to depend on the process that it may or may ;
not in1tiate8. Properly applied _management by obdectives may
provide a gaod ground for corporate planning by 1ncreasing . the
,‘planning climate throughout oraanization and by 1mp051ng self—f‘
,:control.‘ .

e One year marketing plang are prepared by marketing managerslz
and threir subordinates. Hote that even during the one year pe-,
friod marketing -gives the starting values tor other tunctional plan-‘
fn!ng. ;

" The ane year marketing plan is broken up inta "‘ pr°d99ts,;f
','clients, market areas, distribution channels and other ~ relevant
subcategories, g & A e S

ky One year production programmes ére ,prepargd] by ?ﬂﬁduction ;

' :]manabers and their subardinatea.

“Praduction programnes are compiled trom manufaoturing L PrOe
'grémmes, maintenahce programmes and purchasing pwegrammea. [ They
.ere  further 1temized by rav material,. labour, production‘ schedu=
les, loading of machines etc. e ;1,‘:_ ';' 4 ;

e bt

4

R R : el
- 4w mrtective Manaéement by Obdedtives - New
yory 19'?1, p. 121..134 .'_,A D,

¢



On Corporate Ogerativo Planning A 107

5. One year. 1nveatmeut4programme is prepared on the basis of
the long range plans and the one year production progranmp.

This programme ig prepared by corporate staff specialiats, but
the decision must be made by the top manager.

6 Preperation of administrative programmes is a staff rosuoa-
aibility. though their co-ordination wifh the 1ine operations
must be particularly borne in mind, :

s Budgeting 15 the projection of the plana in the monatary¢

_dimension. Technically budgeting has well-established forms onlyf
. the operative planning can be laid on subatantially valid baqﬁs.g“

As the units are . prorit-centres they give estimates of reves

- nues and costs, “The budgets of the units are brought to the oon-;ﬂ;;”f
porate level as basea of the corporate budget expressing corpora-‘u: ‘}

te 1ncome~statements, balance sheets, and cash flow, A
In the corporate staff there is & person in oharge of corpora-;;

te budgeting, but the profit—centrea have accountants for the_f'”'f
unit-level budgeting. ] Wk Shyy s
] g Fixdng the ahort-range Operative plan 13 a top manogement~?‘{f;
'raaponsibility., : s el
9. Revleving the. process and system of short range operativej”'ﬂ”
planning for the rollowing year can again be done by a. ‘velevant |
.Vmember of starf. R i N o ey bty ‘J..;‘x i fl‘f‘Lf

Concludigﬁ COQQegtg

»

It is evident that corporate operative planning has ‘come toﬁ»f‘

‘stay.' There are. well-founded eriticisns of corporﬁte planning.ABut‘5”

the reaponse to them is better planning 1nstead of : removal

o planning. il

“The:) mechanism of planning - seems to be getting well-establis-f’

i hed. The procossual throughput has “tended to simplify the ays~fj.

ten and the methods, As a consequence plannfng ‘has grown moreQ"

cost—etfective."‘?he sophiaticetion remains below the anmitions o!iqt\'
& methodically oriented researcher, But a general systews theorist =
~could yet be happy ror the aocomplishemt that e domain as compli«f )
‘cated as the modern corporation in its totnlity and oomprehens&-;"
‘vaneas haa been captured by the aystems approach planning.- ’ 16
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