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	STUDY UNIT 4 

CHAPTER 6
ROLE OF MANAGERIAL DECISION MAKING AND INFORMATION MANAGEMENT



THE RELATIONSHIP BETWEEN PROBLEMS, PROBLEM SOLVING AND DECISION MAKING

Define Problem

Def – Problem Solving

A problem arises whenever managers perceive a difference between what has actually happened and what they want to happen. 
Problem solving the process of taking corrective action that will solve the problem and realign the organization with its goals. 
Decision-making the process of selecting an alternative course of action to solve a problem. 

Types of managerial decisions

Programmed decisions NB
· Repetitive and routine

· Manager can handle programmed decisions by means of policies, standard operating procedures and rules

· In some decisions there are definite methods of obtaining a solution


eg. processing of payroll vouchers, processing of graduation candidates.

Non-programmed decisions NB
· Novel and unstructured

· Never occurred before, complex & elusive, no established method for dealing with them

· Made by managers at all levels of organization


eg. decision to shift marketing strategy
Decision making conditions  NB
1. 
Certainty

· 
The available options and the benefits or costs associated with 

each are known in advance. 
· 
No element of change intervenes between the option and its 


outcome.
· 
Managers are simply faced with identifying the consequences of 

available options and selecting the outcome with the greatest 

potential benefit.

2.
Risk
· 
The manager does not know the outcome of each alternative in 

advance
· 
Can assign a probability to each outcome. Decisions under 


conditions of risk are perhaps most common. 
· 
Probability is either 

-
objective historical evidence







-
subjective, personal estimate 






and belief
3. 
Uncertainty
· 
There is a lack of information – the outcome of each alternative is 

unpredictable
· 
Manager cannot determine probabilities most difficult.
· 
No historical data available / circumstances  novel and complex.
What are the possible crises that may be sources of uncertainty and high risk for organisations?

7 categories of crises:

1.
 economic – recession

2.
 physical – product failure

3.
 personnel – strikes

4.
 criminal – product tampering

5.
 information –theft of information
6.
 reputation –slander

7.
 natural disasters –fires

Explain various Decision making models

Managers need to consider the-two primary decision – making models: 
The rational model and the bounded-rationality model. 
The decision maker should select the best possible solution. 
This is known as optimising
To apply the rational model – when they are making nonprogrammed, high risk decisions in conditions of uncertainty.. 

In the case of the bounded-rationality model, the decision maker uses satisficing – selecting the first option that meets the minimal criteria.  When managers are making programmed, low-risk, or uncertain decisions, they should select the first option that meets the minimal criteria, in other words, they should satisfice.

The decision making process 

STAGE 1: RECOGNISE, CLASSIFY, AND DEFINE THE PROBLEM OR OPPORTUNITY

· Recognise that there is a problem / threat or an opportunity. 
· Classify in terms of the type of decision (programmed or nonprogrammed) that needs to be made, the decision-making condition (certainty, risk or uncertainty) and the decision-making model (the rational or bounded-rationality model) used. After the problem or opportunity has been classified, it should be accurately defined. An important part of defining a problem or an opportunity is to distinguish the 
symptoms 
from the cause of the problem.

STAGE 2: SET GOALS AND CRITERIA

When making programmed decisions, stages 2 to 5 of the decision making process do not need to be followed, as criteria have been set for making these decisions. These criteria may be found in policies etc. However, in the case of nonprogrammed decisions, no goals or criteria have been set, and the manager will be responsible for the decision making task. He or she may make an individual decision or could involve a group in decision making.

STAGE 3: GENERATE CREATIVE ALTERNATIVE COURSES OF ACTION

· Identify various courses of action to deal with the situation. It is impossible to identify all available options. However a systematic effort should be made to identify as many 
· courses of action as possible.

STAGE 4: EVALUATE ALTERNATIVE COURSES OF ACTION

· Evaluate the options. Each option should be evaluated in terms of its strength and weaknesses, advantages and disadvantages, benefits and costs. Each option is likely to have both positive and negative features, most evaluation involves balancing the anticipated consequences. The evaluation of the options available may be intuitive or may follow a more scientific approach.

STAGE 5: SELECT THE BEST OPTION

Select the best option. The success rate of the average manager in selecting the best option is rarely more than fifty percent. Evaluate each option carefully against the goals and criteria set during the second stage. 
· Rank the options in order of priority. Selecting an option is often subjective. The manager's experience, values, internal politics, and so on influence this choice.

STAGE 6: IMPLEMENT THE CHOSEN OPTION

· Ensure that it is properly implemented. A decision is only an abstraction and needs to be put into action.  Therefore, implementation may be just as important.
STAGE 7: CONDUCT FOLLOW-UP EVALUATION

Evaluation is necessary to provide feedback on its outcome. Adjustments are invariably needed to ensure that actual results compare favourably with planned results – as determined in stage 2 of the decision-making process.

GROUP DECISION MAKING

· Stages 2 & 3 of the decision making process rely heavily on creativity & innovation

· Group decision making can enhance this process especially in the case of non-programmed decisions where there is uncertainty about the outcome.

· Groups are subject to social factors: 

· Social conformity

· Communication skills

· Member dominance
Advantages

· Variety of skills and knowledge

· Multiple views taken into account

· Beliefs & values transmitted & aligned

· Members committed to decisions

· Participation improves morale and motivation

· Skills developed

Disadvantages

· Time consuming

· Satisfy 

· Domination

· Inhibit creativity ( conformity or Groupthink

TECHNIQUES FOR IMPROVING GROUP DECISION MAKING

(1)  Brainstorming (Lower / middle management) – Rules:
· Used to  stimulate creative solutions to problems
· Group members build on, but don’t criticize ideas
· Generate as many ideas as possible
Brainstorming session rules: No “yes, buts”
· Criticism prohibited

· Imaginative solutions welcome

· Quantity NB
· Combining of various solutions are encouraged
Brainstorming is merely a process for generating ideas.

(2) Nominal group technique (middle & lower management)

· Structured

· Restricts discussion / interpersonal communication

· Members operate independently
· Group members are physically present
A problem is usually presented according to the following steps:
· 7 – 10 people meet. Each member writes down ideas

· Group leader gathers info. Each member presents 1 idea

· Ideas clarified through discussion

· Members vote on their preferred solution

· Members rank ideas

· Process may conclude with a solution

Appropriate for situations in which groups may be affected by a dominant person, conformity or group think, because it minimizes these effects.

(3) Delphi technique (Top management)

· Doesn’t require the physical presence of participants

· Uses a series of confidential questionnaires to refine a solution

Steps

· A problem identified members provide solutions through questionnaires 

· Each member completes 1st questionnaire

· Results compiled, transcribed & reproduced

· Each member gets a copy

· Members asked for solutions

· Last 2 steps repeated until consensus reached.

Brainstorming, nominal group & Delphi compliment each other.

(4) Group decision support systems (GDSS)
· Generic term
· Computer – supported group decision – making system
· Electronic brainstorming – disposal network workstations
· Group members can respond freely
· Blends nominal group technology with comp technology
· Horseshoe shaped desk
· Comments & votes displayed on a projection screen
· Real time Delphi – computer conference substituted for mail 
questionnaires
Recommend - Tools for decision making

· Assist with stages 4 & 5 of decision making process.

Various tools are available to assist managers in performing stage 4 of the decision making process (the evaluation of alternative courses of action) and stage 5 (the selection of the best option). In this section we will discuss quantitative tools for decision making, the Kepner-Fourie method , and the cost-benefit analysis.

Quantitative tools for decision making

In this section we distinguish between quantitative decision making tools for decisions made under conditions of certainty, risk and uncertainty.

DECISION MAKING TOOLS IN CONDITIONS OF CERTAINTY

Linear programming

Linear programming is a quantitative tool for optimally allocating scarce resources among competing uses to maximize benefits or minimize losses. The resources in question may be human, financial, physical or informational. eg. best results for sales representatives.
Queuing theory

Queuing theory is a quantitative tool for analyzing the costs of waiting lines. The objective of queuing theory is to achieve an optimal balance between the cost of increasing service and the amount of time individuals, machines or materials must wait for service. (maximizing service while reducing cost) eg. SAA – self check in systems.
DECISION MAKING TOOLS IN CONDITIONS OF RISK AND UNCERTAINTY

a.
Probability analysis

“Probability” refers to the estimated likelihood expressed as a percentage that an outcome will occur.

b
Pay-off matrix (complementary to problem Analysis)
Technique for indication possible pay-offs, or returns, from pursuing different courses of action. Each option is pursued under different states of nature, or circumstances beyond the control of the decision maker

c
Decision tree

Graphic illustration of the various solutions available to solve a problem. It is designed to estimate the outcome of a series of decisions. As the sequence of the major decision is drawn, the resulting diagram resembles a tree with branches.

d
Break-even analysis     NB
Involves the calculation of the volume of sales that will result in a profit. It requires the forecast of the sales volume and cost of production. The break-even point is then calculated as the level of sales where no profit or loss results.

e
Capital budgeting    NB


Technique that can be used to evaluate alternative investments. 
It involves a process by which each alternative investment is 
analysed in financial terms and placed on the capital budget. 
Used with math models to predict outcomes of Investments, 
pricing decisions, Inventory control, etc.
f
Simulation

· Quantitative tool for imitating a set of real conditions so that the likely outcomes of various courses of action can be compared. 
· Involve constructing and testing a model of a real-world phenomenon.

g
The Kepner-Fourie method
· Combines the objective quantitative approach with some subjectivity. 
· The subjectivity comes from determining “must” and “want” criteria and assigning value weights to them. 
· It is a method for comparing alternatives using the criteria selected in stage 2 of the decision making model.
h
Cost benefit analysis

· Compares the costs and benefits of each alternative course of action using subjective intuition and judgement. 
· Makes the minimum use of mathematics in making the decision. The advantages (which can be considered the benefits) and disadvantages (which can be considered the cost) are identified for each alternative.
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CHAPTER 7

INFORMATION MANAGEMENT




THE LINK BETWEEN DECISION MAKING AND INFORMATION

· An information system transforms data from an organisation’s internal & external environments into information that can be used by managers in the decision making process.
Information systems

Def:  Data – raw, unanalysed numbers & facts about events / conditions from which information is drawn.

Information – processed data

Management information – information that is timely, accurate and relevant to a particular situation.

Information system

· people, procedures and other resources used to collect, transform and disseminate information in an organisation.

· accepts data resources as input & processes them into information products as output.

Basic components of an information system

· Hardware, software, human resources

· Performs Activities = input, processing, output, feedback, control, storage

4 main categories of computer systems components






NB
Physical components of a computer 




system
(1) Input devices – e.g. keyboard, mouse

(2) Central Processing Unit (CPU) – electronic components that interpret & execute computer programmers instructions – “brains”

(3) Output devices – printers, audio devices, display screens

(4) Auxiliary storage – magnetic discs & tapes, optical disks




Programs or detailed instructions that operate 


computers

(1) System software – manages the operations of a computer

(2) Application software – performs data / text processing functions

e.g. word processor / payroll programme

(3)       Procedures entailing operating instructions for users.

Human resources include;

Specialists – needed to develop & operate information systems

End users – use information produced by a system - mangers are end-users of information

CHARACTERISTICS OF USEFUL INFORMATION

· Quality (accuracy)

· Relevance



essential to the provision of 






information that 

· Quantity (sufficiency)

serves as a value-added 







managerial resource

· Timeliness (currency)

Organising information systems
· A corporate / grand strategy feeds down into a number of functional 
strategies

· IS strategy is viewed as an element of a system of strategies.

CLASSIFICATION OF INFORMATION SYSTEMS

Information systems perform operational and managerial support roles in organisations.
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Operations information systems – eg. SAP systems

The purpose of operations information system is to support business operations. Such systems fall into the following major categories:

1. Transaction-processing systems (TPS) record and process data 
resulting from business transactions, such as sales, purchases and 
inventory changes. These systems produce a variety of documents and 
reports for internal and external use. They also update the databases 
used by an organisation for further processing by its 
management 
information system eg. Edgars, Woolworths.

2. Operations information systems can make routine decisions 
that control physical processes, eg. Coco-cola, automatic inventory 
recorder systems.

3. Office automation systems (OAS) transform traditional manual office 
methods and paper communications media. These systems support 
office communication and productivity, eg. email.

Management information systems (MIS)
“Management information systems” describes a broad class of information systems.  The goal of which, is to provide information and support for decision making by managers. Management information systems support the decision-making needs at the operational, tactical and strategic levels of management.  Several types of information support a variety of managerial end-user responsibilities. Information-reporting systems, decision support systems and executive information systems.

a)
Information-reporting systems (IRS)

· provide managerial end users with the information reports they need for making decisions. 


· access databases in internal operations containing information previously processed by transaction-processing systems. 

b)
Decision support systems (DSS)


Computer-based information systems.  Use;


(1) 
analytical models,  


(2) 
specialised databases,  


(3) 
the decision maker’s own insights and 
judgement, and 


(4) 
an interactive, computer-based modelling process to support the 

making of semi-structured and unstructured decisions by the 

individual manager.

c)
Executive information systems (EIS)
· tailored to the strategic information needs of top management.  

· provide top management with immediate and easy access to information on the organisation’s critical success factors.

Other classifications of information systems
Examples are expert systems, business function information systems, the internet, extranet, intranet and electronic commerce (or e-commerce).  Systems to support business operations and manager at various levels.

1.
Expert systems (ES)

A decision-making and/or problem-solving package of computer 
hardware and software that can reach a level of performance 
comparable to- or even exceeding that of –a human expert in some 
specialised and narrow area. It is a branch of applied artificial 
intelligence (AI). Expertise is transferred from the human to the 
computer.

2.
Business function information systems

· directly support the business functions of accounting, finance, human resource management, administration, purchasing, marketing and operations management. 
3.
The Internet
· a loosely configured, rapidly growing web of thousands of corporate, educational and research computer networks around the world. 

· makes use of thousands of computers linked by thousands of different paths. Each message sent bears an address code that speeds it toward its destination. 

4.
The extranet

· a wide area network that links an organisation’s employees, suppliers, customer and other key stakeholders electronically. Unlike the internet, the general public does not have access to the extranet. The purpose is to provide vast, reliable, secure and low-cost computer-to-computer communication for a wide variety of applications, such as sales, marketing, product development and employee communications.

5.
Intranet
· a semi-private internal network where access is limited to an organisations employees.

6.
Electronic commerce

· the process of buying and selling goods and services electronically by means of computerised business transactions.

DEVELOPING AN INFORMATION SYSTEM

Conceived, designed and implemented through a systematic development process.  End users (managers) and technical staff, design systems based on an analysis of the specific information requirements of an organisation, or of departments in an organisation. A systems development life cycle emerges.

Step 1 - Systems investigation

Determines the nature and scope of the need for information. If the need is incorrectly or incompletely defined, the entire process could address the wrong issues.  

· Systems investigation requires a preliminary study, known as a feasibility study, to be conducted. 

· The purpose of the feasibility study is to evaluate different systems, to analyse the costs and benefits of each option, and to propose the most feasible system for development. 

· The findings of a feasibility study are usually formalised in a written report and submitted to management for approval before development begins.

Step 2 - Systems analysis

· a study of the information requirements of an organisation and its end users. 

· understand the current system that is to be improved or replaced, and to determine the importance, complexity and scope of the problem at hand. 

· determine the system requirements for a new or improved information system. Find out an end user’s specific information requirements as well as the information-processing capabilities required for each system activity to meet these information needs.

Step 3 - Systems design
Systems design involves logical and physical design activities. 

· involves the development of a logical model of the proposed system. 

· A logical data-flow diagram is used to depict the system, its procedures and the flow of information graphically. 

· Physical design activities entail the process of developing specifications for a proposed physical system.  This process includes the design of report layouts, screens and input documents, forms and physical file structure. The design specifies what types of hardware, software and human resources are needed.

Step 4 - Systems implementation, maintenance and security

· involves acquiring hardware and software, developing software, testing programs and procedures using both artificial and live data, developing documentation, and carrying out a variety of other installation activities. 

· involves the training of end users and operating personnel. 

Systems maintenance 

· involves monitoring, evaluating and modifying or enhancing a system once it is up and running.  Systems security is an issue that must be addressed in the design and implementation stages.
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CHAPTER 4

STRATEGIC PLANNING




Important chapter for case study – Application skills needed

Strategic planning – process of proactively aligning the organisation resources (internal environment) with threats and opportunities caused by changes in the external environment.

Definition 

Strategic planning deals with the constantly changing environment, organisation that needs to be flexible & strategies to align organisation with changing environment.

Characteristics

· Ongoing activity (a process)

· Requires conceptual skills, performed by top management.

· Focuses on whole organisation

· Future-orientated

· Vision, mission, long-term goals & strategies

· Integrates all management functions

· Focuses on opportunities & threats, through the application of the organisations resources
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NB - Strategic Planning Process

Corporate / Grand strategy

· Course charted for an organisation as a whole & specifies which set of business the organisation should be in & in which markets to compete.

· Focuses on the organisation’s scope of activities & resource deployment

Business strategy

· How best to compete in a particular industry / market

· Strategies for each unit / business within a corporation.

Functional strategies

· Derived from business-level strategies

· A function department is in which people have the same types of skills or use the same resources to perform their jobs

· States the goals to pursue

The Strategic Planning Process

Should provide a clear sense of what the organization hopes to become.  An Anchor for decision making.

Is the end – not a means to an end
Give examples “to make automobile accessible to every American”
1.
The Vision;

· Portrays the dream

· Promotes change

· Provides the basis for a strategic plan

· Enhances a wide range of performance measures

· Keeps decision making in context

· Motivates individuals & facilitates recruitment of talent 

· positive consequences

2.
The Mission Statement

· Aligns the organisation with its dream in terms of its products, 
market  & technology

· Ensures unanimity of purpose

· Basis for resource allocation


Key questions, what, how, whom?


Philosophy of the organisation

- Financial soundness (concern for survival)


- values, ethics, beliefs of organisation


- social responsibility (public image)


- employees & stakeholders


- distinctive competence (better than competitors)

· SHERQ – (safety, health, environment, risk and quality)


The mission statement as a strategic tool
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3.
Assessing the internal environment

· Organisation evaluates opportunities & threats ( organisation profile

Steps in the development of an organisation profile

Step 1



a) Evaluation of functional segments




b) Value-chain approach







( assess strengths & weaknesses




( analyses & reveals how different activities 





   create customer value




( distinguishes between primary & secondary activities















physical

infrastructure allowing 




Production of product

primary activities to 








take place e.g. 




raw materials


technology & systems





transport


support activities



c) Resource based view (RBV) of organisation
· Organisations differ when utilizing resources & possess a 


unique mixture of resources
d) Product / market evaluation
· Product life cycle to identify strengths & weaknesses
e) Using financial analysis
· Based on past data
· Financial ratios: liquidity, leverage, activity, profitability
Step 2
























4 perspectives
· Comparison with organisations performance in past

· Comparison competitors

· Comparison with industry ratios

· Benchmarking – search for best practices

Step 3

· Results of 2nd step could be applied to determine those in factors that:
-  provide organisation with competitive advantage

-  are important capabilities for the organisation to have

-  are currently weaknesses in the organisation

The external environment

· Macro environment-forces originating beyond organisations immediate environment

· In assessing the economic environment, managers must analyse :

· Stage of economic cycle

· Inflation

· Interest rates

· Unemployment levels

· Political environment

· Environment protection laws

· Tax laws

· Special incentives

· Societal environment

· Population growth

· Career expectations

· Market environment

· Competitors

· Customers

· Suppliers

· Entrants

· Substitute products

Steps in environment forecasting – NB Figure 4.19

1) Select critical environment variables

2) Select sources of info

3) Evaluate forecasting techniques

4) Develop on environment profile

5) Monitor forecasts

Scenario planning ( creating futures that managers imagined, to prepare the organisation.

Translating the mission internal Long term goals

· The Balanced Scorecard (BSC)

· Includes financial measures that tell the results of actions already taken

· Kaplan and Norton – “what you measure is what you get”

· Transforms strategic planning from a conceptual exercise internal the nerve centre of the organisation.

(1)  Financial perspective of (BSC)

· Operating income

· Return on capital employed

· Economic value added

(2)  Customer perspective

· Customer retention & satisfaction

(3)  Internal business processes

· Continuous improvement

· Throughput

· Quality

(4)  Learning & Growth perspective

· Competency of employees & staff retention

· Kaplan & Norton also designed strategy maps ( visually represents how an organisation creates value.

·   Sustained value creation depends on internal processes, operations, customer relationships, innovation, regulatory & social processes.

Choosing a strategy 

· Generic strategy - 3 types
· low cost leadership ( maximises sales by minimizing costs / unit eg. Mr Price

· differentiation ( organisations products differ from competitors (….. a good SA example)

· focus ( on specific product line / segment of market, Harley Davidson

GRAND STRATEGIES - NB see Figure 4.11 and 4.12

















1.      Growth strategies – know all definitions
·   Internal growth strategies
· Concentration growth strategy ( concentrate on improving what one is already doing “sticking to the knitting”

· Market development ( builds on existing strengths and skills – sells its present products in new product markets eg. Protea Hotels in Ghana

· Product development ( substantial modification of products / new products

· Innovation ( search for original / novel ideas

· External growth strategies – give examples
· Backward vertical integration ( increased control of supply sources

· Forward vertical integration ( closer to consumer

· Horizontal integration ( 1/more similar organisations taken over

· Diversification (concentric) ( addition to a business related to an organisation in terms of markets/technology/products

· Conglomerate diversification ( acquiring a business not related to organisation

Figure 4.12 Integrative growth strategies



Forward vertical

integration





Horizontal integrations

        

Backward vertical

integration

        


2.
Decline strategies

· Divestiture strategies ( sale of a business/major component of it

· Harvesting ( organisation seeks to maximize cash flow in short run

· Turnaround ( eliminating inefficiencies in an organisation

· Liquidation ( organisation fails

3.
Corporate combinations

· Strategic alliance ( a way of entering new markets (with or without equity participation
· Joint venture ( 2 organisations combine for their mutual benefit

· Acquisition ( organisation taken over agrees to sell a controlling interest to the dominant company – willingly or unwillingly

· Merger ( total pooling of resources by 2/more organisations


( entered into mutually

Figure 4.13  The grand strategy selection process








[image: image4]


1.  
Identify the present grand strategy

2.
Conduct a portfolio analysis

3.
Select a grand strategy

4.
Evaluate the selected strategy

One approach to conduct a portfolio analysis is the Boston Consulting Group / Share Matrix (BCG matrix). In the BCG, each of an organisations strategic business units (SBU’s) is plotted according to its market growth rate (% growth in sales) and relative competitive position (market share).

Factors affecting strategic choice

· Corporate governance

· Once a strategy is implemented, it is difficult to change

· Some organisations are very dependant on external factors

· Top Management’s attitude to risk influences strategy selection

· The personality of a manager

· Time

· Pressures from an organisations mission, long term goals & culture
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CHAPTER 5

PLANNING




Planning

Formal planning ( developing a comprehensive hierarchy of plans & goals to integrate & co-ordinate activities in the org.

THE NATURE 

· Purpose of a Profit seeking org 
(  to realize on above average return & satisfy stakeholders 

· Planning 
( 
primary management function

· To attain goals 
( 
suitable org structure

· Planning determines leadership style

· Planning must be cost effective

· Effectiveness of a plan includes industry & group satisfaction

IMPORTANCE OF PLANNING

· Vision, mission, values, strategy, policy – board responsible for

· SA organisations must survive in a revolutionary business environment

· Organisations must plan their workforce in order to comply with laws

· Planning promotes co-operation between diverse backgrounds

· Organisations must plan around HIV/AIDS ( direct impact on human resources (high cost)

· Technology is constantly improving

· Increasing complexity of  makes planning essential

KINDS OF ORGANISATIONAL PLAN


Top management



Purpose or







mission







Long term goals

Strategic plans


Middle management







Tactical 



Tactical plans




plans

Lower level


Single use

Standing

     
            

management


   plans


  plans










Strategic plans

· Concerned with organisations as whole
· Formulated by top management includes:
· Creating a vision
· Translation of vision into realistic mission statement
· Translation mission statement into long term goals 
· Extended time frame ( more than 5 years.
· Reconcile resources with threats & opportunities.
· Creating & maintaining competitive advantage
· Take synergy into consideration
Balanced Scorecard used at all levels

Tactical plans

· Deals with people & implementing strategic plans

· Focus on functional areas e.g. marketing finance.

· Medium-term

· More specific

· Synergy 

· Congruent – contribute to the attainment of the organisations overall goals.

The differences between strategic and tactical plans: NB
	Type of plan
	Focus
	Time-frame
	Specificity

	Strategic
	Entire organisation
	Long-term
	Directional, board

	Tactical
	Functional areas
	Medium-term
	More specific


Operational plans
· Middle & lower level management
· Focus on carrying out tactical plans to achieve operational goals

· Short time frame (monthly, weekly, day to day)

· Single-use plans 
( 
non-recurring activities, e.g. ?

· Standing plans 
( 
remain the same for long periods of time e.g.?

· Programme 
( 
has to be done within a fixed period of time

                            
( 
consists of different projects

· Project plan guides each project

· Project goes through:

1. 
initiating  

2. 
planning  

3. 
executing   

4. 
controlling  

5. 
closing

· Budget 
( 
numerical plan for allocation of resources

                     
( 
human, physical & information resources

Definitions:
Programmes, budgets & projects are single-use plans


Policies, standard procedures & methods & Rules are standing 
plans

· Policies 
( 
general statements, guide decision making

                       
( 
ensure decisions consistent with goals

· Standard procedures & methods ( 
series of steps in a chronological order to achieve a specific purpose

· Rule 
( 
statement that prescribes / prohibits action

Types of operational plan:























The levels and time-frames of the different kinds of plan:





  Now


Time-frame









    Long-term or strategic planning




    Top


         Management








           Tactical planning


   

    Middle management








           Operational planning


   

   Lower management






      2007    2008     2009      2010      2011       2012  2013
THE TIME FRAME FOR PLANNING

Long term plans

· Strategic planning focuses on the future
Intermediate plans (tactical plans)

· Plans carried out by middle management
· Medium-term
· Are components of long term goals & plans
· Form the nucleus of planning activities
Short term plans (operational plans)

· No longer than a year

· Lower management

· Day to day activities

STEPS IN THE PLANNING PROCESS

1. 
Identifying changes that necessitate planning
· Volatile environment  requires continuous planning

· E.g. The Employment Equity Act

· changes occur either outside of within the organisation

2. 
Establishing goals

· Goals are formulated to give direction to all plans
· These goals form a hierarchy
· Beginning with the vision ( mission statement ( long term goals ( functional goals
3. 
Drawing up premises

· Consistent premises / assumptions should be agreed upon

4. 
Developing various courses of action

· Search for and examine various courses of action

5. 
Evaluating various courses of action

· Weigh up various factors according to premises & goals
6. 
Selecting a course of action

· Real point of decision reached

· selects the course of action to follow

7. 
Formulating derivative plans
· Planning seldom complete when a decision is made, the decision is 
the signal for the development of a host of derivative plans

· derivative plans supports the basic plan

8. 
Budgeting
· 
Conversion of plans into budgets

· Through budgeting, managers ensure there are sufficient resources to achieve goals
BARRIERS TO EFFECTIVE PLANNING

· Complex environment

· New technology

· New legislation

· Scarce resources

· Managers don’t understand the organisation’s strategies, goals & plans

· Managers reluctance to establish goals

· Resistance to change

· Planning is expensive & time consuming

Guidelines to overcome barriers
· Effective planning should start at the top of an organisation

· Management must realize the limitations of planning

· Line & functional  roles can’t be overemphasized

· Communication plays a vital role in planning
· Plans should constantly be revised and updated

· Contingency planning useful in a turbulent environment

· Development of alternative courses of action if intended plan disrupted

PLANNING TOOLS

Forecasting

· a projection of conditions expected to prevail in the future by making us of past & present information.
· Identification of factors posing threats/opportunities
· Sales & revenue forecasting 
( 
predicting future sales
· Technological forecasting 
( 
what technologies will emerge & when will they be economically feasible.
· Resource forecasting 
( 
projects future needs for human, physical, financial & information resources
· External environment.
Budgeting

· A plan that deals with the future allocation & utilization of various resources with regard to different organisation activities over a given period

· Translates future plans into quantitative terms

· Control mechanism for evaluating organisation activities

· Sets limits on the amount of resources. Used by a department.

· Establishes standards of performance against which future events will be compared.

Characteristics of Budgets
· Stated in monetary terms
· Cover a specific period
· Contain an element of management commitment
· Periodically compared with actual performance
· Zero-based budgeting (ZBB)

· Planning technique that plays an important role in organisations going through change

· No reference made to previous level of expenditure

· All expenditures rather than only increases are approved

· Budget request has to be justified in complete detail by each division management starting from the zero-base

Scheduling and monitoring

· The Gantt chart (see page 130)

· Graphic planning & control method in which a project is broken down into separate tasks

· Estimates made of how much time each task requires & total time needed to complete the project

· Start and end dates of the tasks are indicated on the chart.

· PERT

· Programme Evaluation & Review Technique

· Uses a network to plan projects involving activities & their interrelationships

· Key components: activities, events, time, critical path & cost

· 4 steps in developing a PERT network

1. 
list all activities & events

2. 
determine completion times

3. 
arrange tasks chronologically

4. 
determine the critical path (ie. it takes for each path from start to end)

PERT allows managers to monitor a projects progress, identify possible bottlenecks, and shift resources as necessary to keep the project on schedule.

GOAL FORMULATION

· Goals in an organisation form a hierarchy. Strategic ( operational: the plans are focused on the same end result – the mission statement.

The focus areas / key performance areas

· The strategic goals, guided by the vision, mission statement & strategies focus on


· Finance 

· Customers 
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· Internal processes

· Learning & Innovation

Properties of well formulated goals

· A Business Scorecard should reflect all the properties of well-formulated goals.
Specifications of Goals:

· Specifity

· Measurability

· Attainability

· Congruency (ie. the attainment of one goal should not preclude the attainment of another)
· Acceptability

· Flexibility
The degree of openness

· Official goals 
( 
goals society expects organisation to pursue
· Operative goals 
( private, unpublished goals of organisation
THE PROCESS OF GOAL SETTING

· Centralized goal setting

· Board of directors

· Apply to whole organisation

· Disadvantage: goal setters know little about problems of Lower-level managers

· Decentralized goal setting

· Managers at each level have an influence on their department’s goals

· Top-to-bottom approach: Board Of Directors set goals, while head of each unit formulate goals for their unit

· Bottom-up approach: 
lower levels formulate goals, higher-level managers set their goals in line with lower-level goals.

TECHNIQUES FOR GOAL SETTING

· Balance Scorecard used at an individual level

· Management by objectives (MBO)

· People motivated to perform more efficiently if they participate in selecting their own personal goals

· MBO managers focus on the end result

Process of MBO
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Benefits of MBO’s
· Improved employee morale through participation in goal setting

· Increased clarity of the outputs that have to be delivered

· Improved communication resulting from the process of goal discussion

Limitation
· Overburdening of manager & subordinate with administration.
Hardware





Software





INFORMATION SYSTEMS
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Operations information systems


-transaction processing systems


-process control systems


-office automation systems
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Management information systems


-information-reporting systems


-decision support systems


-executive information systems
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Other classifications


-Expert systems


-Business function information systems


-The internet


-The extranet


-The Intranet


Electronic commerce





Mission





Strategic goals





Strategy





Implement through: functional tactics, annual objectives, policies


Institutionalise through: structure, leadership and culture, reward system, training, resource allocation





Capabilities





Vision





Opportunities


 And threats





Strategic control





Top management to create the mission statement





State key performance areas (KPA’s)





Get buy-in from everyone in org





Base individual’s performance contracts on KPA’s





Identify strategic internal factors





Strategic internal factors





Develop input for the strategic planning process





Concentration





Market development





Internal





Product development





Growth





Innovation





External





Integration





Diversification





Grand strategies





Decline





Corporate


combinations





CNA





(Bookstore)





Mondi





(Paper producer)








Purchase of plantation





Sappi





(Paper producer)








Identify the present grand strategy








Select a grand strategy








Conduct a portfolio analysis








Evaluate the selected strategy








	Strategic plans





Strategic plans





Tactical plans





Operational plans





Non-recurring activities





Recurring activities





Single-use plans





Standing plans





Policies





Programmes





Budget





Standard procedures and methods





Projects





Rules











Overall strategies & long-term plans





Functional strategies & plans





Plans and programmes





(1) The Goal hierarchy   





(3) performance target





(2) Job output





(5) 	Determination of checkpoints





(4)	discussion of goals





(6) Evaluation & Feedback











