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Typical human resources policies, for example, address such matters as employee hiring, terminations,
performance appraisals, pay increases, and discipline.

= Procedure: A procedure is a set of step-by-step directions that explains how activities or tasks are to
be carried out. Most organizations have procedures for purchasing supplies and equipment, for example.
This procedure usually begins with a supervisor completing a purchasing requisition. The requisition is
then sent to the next level of management for approval. The approved requisition is forwarded to the
purchasing department. Depending on the amount of the request, the purchasing department may place
an order, or they may need to secure quotations and/or bids for several vendors before placing the order.
By defining the steps to be taken and the order in which they are to be done, procedures provide a
standardized way of responding to a repetitive problem.

= Rule: A rule is an explicit statement that tells an employee what he or she can and cannot do. Rules
are —do and —don’t statements put into place to promote the safety of employees and the uniform
treatment and behavior of employees. For example, rules about tardiness and absenteeism permit
supervisors to make discipline decisions rapidly and with a high degree of fairness.

d) CONTINGENCY PLANS

Intelligent and successful management depends upon a constant pursuit of adaptation, flexibility, and
mastery of changing conditions. Strong management requires a —keeping all options openl approach at
all times — that's where contingency planning comes in. Contingency planning involves identifying
alternative courses of action that can be implemented if and when the original plan proves inadequate
because of changing circumstances. Keep in mind that events beyond a manager's control may cause
even the most carefully prepared alternative future scenarios to go awry. Unexpected problems and
events frequently occur. When they do, managers may need to change their plans. Anticipating change
during the planning process is best in case things don't go as expected. Management can then develop
alternatives to the existing plan and ready them for use when and if circumstances make these
alternatives appropriate.

e OBJECTIVES
Objectives may be defined as the goals which an organisation tries to achieve. Objectives are described as the
end- points of planning. According to Koontz and O'Donnell, "an objective is a term commonly used to
indicate the end point of a management programme.” Objectives constitute the purpose of the enterprise and
without them no intelligent planning can take place.
Obijectives are, therefore, the ends towards which the activities of the enterprise are aimed. They are present
not only the end-point of planning but also the end towards which organizing, directing and controlling are
aimed. Objectives provide direction to various activities. They also serve as the benchmark of measuring the
efficiency and effectiveness of the enterprise. Objectives make every human activity purposeful. Planning
has no meaning if it is not related to certain objectives.
Features of Objectives
« The objectives must be predetermined.
« A clearly defined objective provides the clear direction for managerial effort.
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« Objectives must be realistic.

« Objectives must be measurable.

« Objectives must have social sanction.

« All objectives are interconnected and mutually supportive.

« Objectives may be short-range, medium-range and long-range.
« Objectives may be constructed into a hierarchy.

Advantages of Objectives

« Clear definition of objectives encourages unified planning.

« Objectives provide motivation to people in the organization.

» When the work is goal-oriented, unproductive tasks can be avoided.

« Objectives provide standards which aid in the control of human efforts in an organization.

« Objectives serve to identify the organization and to link it to the groups upon which its existence depends.
« Objectives act as a sound basis for developing administrative controls.

« Objectives contribute to the management process: they influence the purpose of the organization, policies,
personnel, leadership as well as managerial control

e Process of Setting Objectives
Objectives are the keystone of management planning. It is the most important task of management.
Objectives are required to be set in every area which directly and vitally effects the survival and prosperity of
the business. In the setting of objectives, the following points should be borne in mind.
« Objectives are required to be set by management in every area which directly and vitally affects the survival
and prosperity of the business.
« The objectives to be set in various areas have to be identified.
« While setting the objectives, the past performance must be reviewed, since past performance indicates what
the organization will be able to accomplish in future.
« The objectives should be set in realistic terms i.e., the objectives to be set should be reasonable and capable
of attainment.
« Objectives must be consistent with one and other.
« Objectives must be set in clear-cut terms.
« For the successful accomplishment of the objectives, there should be effective communication.

¢ MANAGEMENT BY OBJECTIVES (MBO)

MBO was first popularized by Peter Drucker in 1954 in his book 'The practice of
Management‘. It is a process of agreeing within an organization so that management and
employees buy into the objectives and understand what they are. It has a precise and written
description objectives ahead, timelines for their motoring and achievement.

The employees and manager agree to what the employee will attempt to achieve in a
period ahead and the employee will accept and buy into the objectives.

Definition

—MBO is a process whereby the superior and the mangers of an organization jointly
identify its common goals, define each individual‘s major area of responsibility in terms of
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results expected of him, and use these measures as guides for operating the unit and assessing the
contribution of each of its members’

Features of MBO

1.
2.

MBO is concerned with goal setting and planning for individual managers and their units.

The essence of MBO is a process of joint goal setting between a supervisor and a
subordinate.

Managers work with their subordinates to establish the performance goals that are
consistent with their higher organizational objectives.

MBO focuses attention on appropriate goals and plans.

MBO facilitates control through the periodic development and subsequent evaluation of
individual goals and plans.

Steps in MBO:

Step 2. Developing actions plans
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p 3. Performance appraisal

The typical MBO process consists of:

1)
2)
3)
4)

Establishing a clear and precisely defined statement of objectives for the employee
Developing an action plan indicating how these objectives are to be achieved
Reviewing the performance of the employees

Appraising performance based on objective achievement
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1) Setting objectives:

For Management by Objectives (MBO) to be effective, individual managers must
understand the specific objectives of their job and how those objectives fit in with the overall
company objectives set by the board of directors.

The managers of the various units or sub-units, or sections of an organization should
know not only the objectives of their unit but should also actively participate in setting these
objectives and make responsibility for them.

Management by Objective (MBO) systems, objectives are written down for each level of
the organization, and individuals are given specific aims and targets. Managers need to identify
and set objectives both for themselves, their units, and their organizations.

2) Developing action plans

Actions plans specify the actions needed to address each of the top organizational issues
and to reach each of the associated goals, who will complete each action and according to what
timeline. An overall, top-level action plan that depicts how each strategic goal will be reached is
developed by the top level management. The format of the action plan depends on the objective
of the organization.

3) Reviewing Progress:

Performance is measured in terms of results. Job performance is the net effect of an
employee's effort as modified by abilities, role perceptions and results produced. Effort refers to
the amount of energy an employee uses in performing a job. Abilities are personal characteristics
used in performing a job and usually do not fluctuate widely over short periods of time. Role
perception refers to the direction in which employees believe they should channel their efforts on
their jobs, and they are defined by the activities and behaviors they believe are necessary.

4) Performance appraisal:

Performance appraisals communicate to employees how they are performing their jobs,
and they establish a plan for improvement. Performance appraisals are extremely important to
both employee and employer, as they are often used to provide predictive information related to
possible promotion. Appraisals can also provide input for determining both individual and
organizational training and development needs. Performance appraisals encourage performance
improvement. Feedback on behavior, attitude, skill or knowledge clarifies for employees the job
expectations their managers hold for them. In order to be effective, performance appraisals must
be supported by documentation and management commitment.

Advantages

Motivation — Involving employees in the whole process of goal setting and increasing employee
empowerment. This increases employee job satisfaction and commitment.

« Better communication and Coordination — Frequent reviews and interactions between
superiors and subordinates helps to maintain harmonious relationships within the
organizationand also to solve many problems.
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» Clarity of goals

« Subordinates have a higher commitment to objectives they set themselves than those imposed
on them by another person.

« Managers can ensure that objectives of the subordinates are linked to the organization's
objectives.

Limitations

There are several limitations to the assumptive base underlying the impact of managing
by objectives, including:

« It over-emphasizes the setting of goals over the working of a plan as a driver of outcomes.

« It underemphasizes the importance of the environment or context in which the goals are set.
That context includes everything from the availability and quality of resources, to relative
buy-in by leadership and stake-holders.

« Companies evaluated their employees by comparing them with the "ideal” employee.
Traitappraisal only looks at what employees should be, not at what they should do.

When this approach is not properly set, agreed and managed by organizations, self-centered
employees might be prone to distort results, falsely representing achievement of targets that were
set in a short-term, narrow fashion. In this case, managing by objectives would be
counterproductive.

e STRATEGIES

The term 'Strategy' has been adapted from war and is being increasingly used in business
to reflect broad overall objectives and policies of an enterprise. Literally speaking, the term
‘Strategy’ stands for the war-art of the military general, compelling the enemy to fight as per out
chosen terms and conditions.

According to Koontz and O' Donnell, "Strategies must often denote a general programme
of action and deployment of emphasis and resources to attain comprehensive objectives".
Strategies are plans made in the light of the plans of the competitors because a modern business
institution operates in a competitive environment. They are a useful framework for guiding
enterprise thinking and action. A perfect strategy can be built only on perfect knowledge of the
plans of others in the industry. This may be done by the management of a firm putting itself in
the place of a rival firm and trying to estimate their plans.

Characteristics of Strategy

« Itis the right combination of different factors.

« It relates the business organization to the environment.

« Itis an action to meet a particular challenge, to solve particular problems or to attain
desired objectives.

« Strategy is a means to an end and not an end in itself.

« Itis formulated at the top management level.

« Itinvolves assumption of certain calculated risks.
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Strategic Planning Process / Strategic Formulation Process

1.

10.

Input to the Organization: Various Inputs (People, Capital, Management and Technical
skills, others) including goals input of claimants (Employees, Consumers, Suppliers,
Stockholders, Government, Community and others)need to be elaborated.

Industry Analysis: Formulation of strategy requires the evaluation of the attractiveness
of an industry by analyzing the external environment. The focus should be on the kind of
compaction within an industry, the possibility of new firms entering the market, the
availability of substitute products or services, the bargaining positions of the suppliers,
and buyers or customers.

Enterprise Profile: Enterprise profile is usually the starting point for determining where
the company is and where it should go. Top managers determine the basic purpose of the
enterprise and clarify the firm‘s geographic orientation.

Orientation, Values, and Vision of Executives: The enterprise profile is shaped by
people, especially executives, and their orientation and values are important for
formulation the strategy. They set the organizational climate, and they determine the
direction of the firm though their vision. Consequently, their values, their preferences,
and their attitudes toward risk have to be carefully examined because they have an impact
on the strategy.

Mission (Purpose), Major Objectives, and Strategic Intent: Mission or Purpose is the
answer to the question: What is our business? The major Objectives are the end points
towards which the activates of the enterprise are directed. Strategic intent is the
commitment (obsession) to win in the competitive environment, not only at the top-level
but also throughout the organization.

Present and Future External Environment. The present and future external
environment must be assessed in terms of threats and opportunities.

Internal Environment: Internal Environment should be audited and evaluated with
respect to its resources and its weaknesses, and strengths in research and development,
production, operation, procurement, marketing and products and services. Other internal
factors include, human resources and financial resources as well as the company image,
the organization structure and climate, the planning and control system, and relations
with customers.

Development of Alternative Strategies: Strategic alternatives are developed on the basis
of an analysis of the external and internal environment. Strategies may be specialize or
concentrate. Alternatively, a firm may diversify, extending the operation into new and
profitable markets. Other examples of possible strategies are joint ventures, and strategic
alliances which may be an appropriate strategy for some firms.

Evaluation and Choice of Strategies: Strategic choices must be considered in the light
of the risk involved in a particular decision. Some profitable opportunities may not be
pursued because a failure in a risky venture could result in bankruptcy of the firm.
Another critical element in choosing a strategy is timing. Even the best product may fail
if it is introduced to the market at an inappropriate time.

Medium/Short Range Planning, Implementation through Reengineering the
Organization Structure, Leadership and Control: Implementation of the Strategy
often requires reengineering the organization, staffing the organization structure and
providing leadership. Controls must also be installed monitoring performance against
plans.

14



11. Consistency Testing and Contingency Planning: The last key aspect of the strategic
planning process is the testing for consistency and preparing for contingency plans.

TYPES OF STRATEGIES
According to Michel Porter, the strategies can be classified into three types. They are
a) Cost leadership strategy
b) Differentiation strategy
c) Focus strategy
The following table illustrates Porter's generic strategies:

strategic advantage

unigueness .
perceived by low-cost
the customer I:'USIHQH

industry overall cost
wide differentiation leadership
multi-segment

strategic target

particular
segrment focus

a) Cost Leadership Strategy

This generic strategy calls for being the low cost producer in an industry for a given level
of quality. The firm sells its products either at average industry prices to earn a profit higher than
that of rivals, or below the average industry prices to gain market share. In the event of a price
war, the firm can maintain some profitability while the competition suffers losses. Even without
a price war, as the industry matures and prices decline, the firms that can produce more cheaply
will remain profitable for a longer period of time. The cost leadership strategy usually targets a
broad market.

Some of the ways that firms acquire cost advantages are by improving process
efficiencies, gaining unique access to a large source of lower cost materials, making optimal
outsourcing and vertical integration decisions, or avoiding some costs altogether. If competing
firms are unable to lower their costs by a similar amount, the firm may be able to sustain a
competitive advantage based on cost leadership.

Firms that succeed in cost leadership often have the following internal strengths:
« Access to the capital required to make a significant investment in production assets; this
investment represents a barrier to entry that many firms may not overcome.
« Skill in designing products for efficient manufacturing, for example, having a small
component count to shorten the assembly process.
« High level of expertise in manufacturing process engineering.
« Efficient distribution channels.
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Each generic strategy has its risks, including the low-cost strategy. For example, other firms
may be able to lower their costs as well. As technology improves, the competition may be able to
leapfrog the production capabilities, thus eliminating the competitive advantage. Additionally,
several firms following a focus strategy and targeting various narrow markets may be able to
achieve an even lower cost within their segments and as a group gain significant market share.

b) Differentiation Strategy

A differentiation strategy calls for the development of a product or service that offers
unique attributes that are valued by customers and that customers perceive to be better than or
different from the products of the competition. The value added by the uniqueness of the product
may allow the firm to charge a premium price for it. The firm hopes that the higher price will
more than cover the extra costs incurred in offering the unique product. Because of the product's
unique attributes, if suppliers increase their prices the firm may be able to pass along the costs to
its customers who cannot find substitute products easily.

Firms that succeed in a differentiation strategy often have the following internal strengths:

« Access to leading scientific research.

« Highly skilled and creative product development team.

« Strong sales team with the ability to successfully communicate the perceived strengths of

the product.

« Corporate reputation for quality and innovation.

The risks associated with a differentiation strategy include imitation by competitors and
changes in customer tastes. Additionally, various firms pursuing focus strategies may be able to
achieve even greater differentiation in their market segments.
c¢) Focus Strategy

The focus strategy concentrates on a narrow segment and within that segment attempts to
achieve either a cost advantage or differentiation. The premise is that the needs of the group can
be better serviced by focusing entirely on it. A firm using a focus strategy often enjoys a high
degree of customer loyalty, and this entrenched loyalty discourages other firms from competing
directly. Because of their narrow market focus, firms pursuing a focus strategy have lower
volumes and therefore less bargaining power with their suppliers. However, firms pursuing a
differentiation-focused strategy may be able to pass higher costs on to customers since close
substitute products do not exist.

Firms that succeed in a focus strategy are able to tailor a broad range of product
development strengths to a relatively narrow market segment that they know very well. Some
risks of focus strategies include imitation and changes in the target segments. Furthermore, it
may be fairly easy for a broad-market cost leader to adapt its product in order to compete
directly. Finally, other focusers may be able to carve out sub-segments that they can serve even
better.

A Combination of Generic Strategies

These generic strategies are not necessarily compatible with one another. If a firm
attempts to achieve an advantage on all fronts, in this attempt it may achieve no advantage at all.
For example, if a firm differentiates itself by supplying very high quality products, it risks
undermining that quality if it seeks to become a cost leader. Even if the quality did not suffer, the
firm would risk projecting a confusing image. For this reason, Michael Porter argued that to be
successful over the long-term, a firm must select only one of these three generic strategies.
Otherwise, with more than one single generic strategy the firm will be "stuck in the middle" and
will not achieve a competitive advantage.
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Porter argued that firms that are able to succeed at multiple strategies often do so by
creating separate business units for each strategy. By separating the strategies into different units
having different policies and even different cultures, a corporation is less likely to become "stuck
in the middle.”

However, there exists a viewpoint that a single generic strategy is not always best
because within the same product customers often seek multi-dimensional satisfactions such as a
combination of quality, style, convenience, and price. There have been cases in which high
quality producers faithfully followed a single strategy and then suffered greatly when another
firm entered the market with a lower-quality product that better met the overall needs of the
customers.

e POLICIES

Policies are general statements or understandings that guide managers® thinking in
decision making. They usually do not require action but are intended to guide managers in their
commitment to the decision they ultimately make.

The first step in the process of policy formulation, as shown in the diagram below, is to
capture the values or principles that will guide the rest of the process and form the basis on
which to produce a statement of issues. The statement of issues involves identifying the
opportunities and constraints affecting the local housing market, and is to be produced by
thoroughly analyzing the housing market. The kit provides the user with access to a housing data
base to facilitate this analysis.
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The statement of issues will provide the basis for the formulation of a set of housing
goals and objectives, designed to address the problems identified and to exploit the opportunities
which present themselves.

The next step is to identify and analyze the various policy options which can be applied
to achieve the set of goals and objectives. The options available to each local government will
depend on local circumstances as much as the broader context and each local authority will have
to develop its own unique approach to addressing the housing needs of its residents.

An implementation program for realizing the policy recommendations must then be
prepared, addressing budgetary and programming requirements, and allocating roles and
responsibilities. Finally, the implementation of the housing strategy needs to be systematically
monitored and evaluated against the stated goals and objectives, and the various components of
the strategy modified or strengthened, as required.

At each step of the way, each component of the strategy needs to be discussed and
debated, and a public consultation process engaged in. The extent of consultation and the
participants involved will vary with each step.

Essentials of Policy Formulation

The essentials of policy formation may be listed as below:
« A policy should be definite, positive and clear. It should be understood by everyone in
the organization.
« A policy should be translatable into the practices.
« A policy should be flexible and at the same time have a high degree of permanency.
« A policy should be formulated to cover all reasonable anticipatable conditions.
« A policy should be founded upon facts and sound judgment.
« A policy should conform to economic principles, statutes and regulations.
« A policy should be a general statement of the established rule.
Importance of Policies
Policies are useful for the following reasons:
« They provide guides to thinking and action and provide support to the subordinates.
« They delimit the area within which a decision is to be made.
« They save time and effort by pre-deciding problems and
« They permit delegation of authority to mangers at the lower levels.

e DECISION MAKING
The word decision has been derived from the Latin word "decider" which means "cutting
off". Thus, decision involves cutting off of alternatives between those that are desirable and
those that are not desirable.
In the words of George R. Terry, "Decision-making is the selection based on some criteria from
two or more possible alternatives".
Characteristics of Decision Making
« Decision making implies that there are various alternatives and the most desirable alternative
is chosen to solve the problem or to arrive at expected results.
« The decision-maker has freedom to choose an alternative.
« Decision-making may not be completely rational but may be judgmental and emotional.
« Decision-making is goal-oriented.
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