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Chapter 1

PURPOSE AND ORGANIZATION

Introduction

This research pertains to the géneial}managément task
of strategic planning. The primary purpose of the project'
was to provide a basis for improving the'mahagerialipractice
of strategic¢ planning. A secondary purpose was to genérate:

empirically based findings which would bé useful to other

" researchers interested in the theory of planning. More

effective planning should result from increased understand-
ing of present planning practices. This study attempted to .
édd ihsights into the practice of long range st;ategic |
planning by‘considering the relationships among long ranée
plan@ing, firm size and firm growth. Review of theiliter-.
ature on planning and analysis of empirical data_wefé the
two vehicles pursued in search of this understanding. The
analytical investigations were conducted in two different
ways. One method built on a 1968 survey of long range
planning practices in Canada's 300 largest firms. Using
this data, the rela?ionships of long range ?lanning to eaéh
of firm Size and actual firm subseqUenﬁ growth were con-
sidered. The other method considered the relationships of
certain sub systems in the long range planning process to
each of firm size and management's expectations‘of_future
firm growth. This second study was based upon personal
inferviews with top managers, conducted in the summer of

1973.
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Literature on Long Range Planning

. Long range strategic planning is a controversial topic.
The 1iterature splits naturally into‘threé categpries i
that advocating it, that expressing resefvations ébout it,
and that describing it as part of the socio-economic system.
The literature advocating planning emphasizes the élleged
benefits to be received from its praqtice. Planning advo-
cates state: | |

- planning will improve ény firm's performance,
- firms that plan will do better than similar firms
which dolnot, |
- the greater the effort devoted to plaﬁning the
greater the benefits, and | o
- planning should be practiced in a comprehensive
all encompassing manner.
The advocates, in addition, state; the practice of long
ranée.strategic planning has equal applicabilitylin_all
types of firms -- large or small, and with low or high
growth expectancies. | -
Others, however, remain unconvinced about the alleged'
benefits of long r;nge strategic planning.. Manj_top méﬁ—
agers and other observers of business suggeSt planning is
merely a fad touted by consultants and academics who have
little, if any, contact with real power, decision making,
and management processes. Such skeptics of planning state:
it is too expensive, too complicated, too far remqved from

overating reality, and too inflexible. They suggest serious
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long range strategic planning is conducted only-in éxtreme
ad&ersity. To them, managers use planning to a&oid pérhaps
ﬁnéoﬂsciously, their responsibilities. ‘As_such{ théy‘feél»‘
planning has been oversold and is rarely worth the eifbrta_
'Galbraith and other analysts of‘the'ecbnomicvsysﬁem;

who are in general agreement with his point of wview, have

another perspective on planning. The conténd‘businéss firms

use planning as the main instrument to ensuré'survival, to .
grow, to contain competition, to manage supply and demand,
to influence government; and to 6therwise_control their
en&ironments; In this context they observe_moré planhinguis
done~in‘larger firms and more planning is done in firmé that
grow slower, | |
This study is designed to examine two.key-;elatiqnshipsg‘
in regard to planning. Review of the literature indicated‘
contradiétory viewpointé with iespect to these issues. The
key issues were:
1. 'Dées long range planning vary.ﬁy firm size?
2. Does long range planning vary by the growth
| position of firms? Groch.was considered.both'in‘
ferms of actual subsequent growth and in te;ﬁs éf
management's expectations of future growth.

The Process of Long Range Planning

Much of the confusion surrounding long range strategic
planning is caused by a misunderstanding of its meaning.
Long range strategic planning is often considered to be

primarily forecasting one or a few dimensions critical to a
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“firm's success. Others perceive it to be anything concerned

with future management decisions. 1In fact, long.range'
strategic planniné is a relatively formal, compliéated,:
comprehensive, analytical process. . The process bbtains;
structures and analees information relevant to each-df
today's.major decisions. Due consideration is given to
present and future effects of the other major decisions
being considered. In one sentence, stratégic long rangé
planning is deciding company goais ana‘objectives and
formulating a strategy for accomplishing these goals»and
objectives. '

In this context, company goals ate broad, qualitative
statements which provide basic_guidelines.for the éémpany’s
activities. Company objectives are quahtitative statements
falling within thé braod framework of the compahy goals.
Strategy is a set of top management décisions that commit
the organization and its resources to a sequence of major
moves designed to gccomplish agreed upon goals and/or
opjectives. These moves are conditional, depending upon the
firm's environment in thé future. A specific date shouldlbe
set for each of these future moves. |

The process of formulating‘a long range strategic plan
with its goals, objectives and strategy>theoreticaliy
conéiders all possibilities with the aid of standardizéd
practices developed for the purpose. The firm's’environ—
ment, its resources, and thé values of its stakehoiders are

analysed. Written standard procedures are used to ensure a




planned approach to the long range planning actiyitiés. .
Some of the common.subwprocess inputé used in moét firms
are: |

= size—-up of the firm's weaknesses and éﬁféngths,

- market and sales forecasts, -

- analysis of competitors,

- ecoﬁomic forecasts,

- forecasts in the functiqnal areas of finaﬂce;

production, énd}personnel.
These analyses are iteratively matched and coordinated to
produce sets of action alternatives for the firm. Simulé
taneously,Aattenfioﬁ is focused on methods of implementing -
each alternative. Key activities are identified, assigned
and coordinated. :P;ovision is made for reformulation of the
strategy based on changes in the environment and ‘the pro-
gress of the firm.

The proceés of actually conducting the above described
conceptualizatién of long range pianhing involves many sub;
prqcessesﬁ’ These sub-processes are traditional activities
practiced by firms, many of which are éénsidered to be part
of theifotal‘management information system. Some of the
more common sub—processés employed include: operatingl
statementé, anﬁual profit élans, staff studies and reports,
mérket and sales‘for;casts for one year and longer, market
share reports, financial, broduction and personnel fore-

casts, etc.




The combination of the informational inputs from‘these
sub-processes and much analysis theﬁ results in the prépar~
ation of a formal long range plan document. This dodﬁmeht |
contains the relevant analysis, the.gbals and 6bjectives and
the strategy the firm intends to implement and upon which
éurren£ decisions are to be made.

Research Design

As mentioned above, this reséarch project consisted of
two studies. While the subject matters were related, one
study could be considered to be of primary interest to the
business practitioner and the other study.of primary in-
terest to other researchers interested in developiné the
theory of planning. The similarity of the'subject_matter of
the two studies provided an opportunity to assess the degree .
of corroboration amohg the two sets of findings.

The practitioner oriented study invéstigated the
relationshiésiof each of firm gize and managément's‘expec—
tations. of future firm growth to each of a number of common
sub systems in the long range planning process. Information
on each of these variables was obtained by personaliy
interviewing a top manager in a sample of 40 firms. The
saﬁple firms were chosen frém slow.and_high growth indus-
tries. Taxonomies for classifying each of the three typeé
of vériables; firm size, grthh expectancies, and planning
sub—processés, were develoved. After categorizing each
sample firm, analytical and statistical procedures for
investigating the éossible associations were applied_té the

total sample.




The second study explored the possible association
between long range strategic planning and each of firm size
and actual firm subsequent growth. In this.study, each =
firmfs long range strategic planning was measured'on the
basis of secondary information obtained‘from a survey of
long range”planning practices, previously conducted in ‘1968.
Using ten variables surveyed in those questionnaires, a
taxonomy and ranking methods were developed to measure each
sample firm's long range planning'practices‘< Firm size was
measured in three ways from information in the questionAj
naires. Subsequent growth measures were determined_ﬁ?
obtaining_financial performance measurements for-eaoh firm .
as of 1971. The sample consisfed of 43 firms chosen>from
the 162 that responded to the previous survey. Statistical
procedures were applied to analyse the possible associF
ations.

Brief Summary of Findings

The major findings of this study are as follows:

1) Bigger firms practice long range planning more
frequentiy than small firms. The praCtice of long
'range planning increases with firmrsize. |

2) Firms witnxlower gronth expeotanoies pracfioe,long
range planning more frequently than firms with
higher growth expectancies}

3) Firms with more long range planning experience
lower subsequent growth than-firms with less long

range planning.



4) The practice of long range planning is noE consis~
tently comprehensive. Firms with greater size or
lower growth have.more comprehensive loné‘range
planning processes than firms of smaller-size.or
‘higher growth. | |

Based on theée findings it is inferred that comprehen-
sive and systemic 1ongkrange strategic planning is found in
firms that subsequently have poorer economic performance.
Since firms with lower growth‘expectancies ha&e more_long._
range planning, the development of a firmWé long range‘
plannlng process . appears to be determined by how well
management percelves it will do. This suggests that long
range\strategic planning offers substantial economic pay—off;
only when properly employed.

It is evident that long range planning is an evolu-
tionary process. To acquire its bénefits, managers Should
monitor the development of theifvlong range strategic
planning proceSs_to ensufe that the emphasis placed on tne
vérious sub—processes inherent in the total proceos is
compatlble with the particular 01rcumstances of their firm.

Organlzatlon of This Report

Chapter 2 summarizes the research literature in the
field of long range strategic planning. It outlines the
underlying theory of the practice from the viewpoints of the
édVocates, skeptics, and the observers of the industrial
system. The varying assumptions and recommendationé afe
described. It also reviews the liﬁited.empirically bésed

research that has been conducted in the area.




Chapter 3 explains the research methodology of the
interview based research project study exploring the re-
lationships of the actual process of long ranée strategic
planning, to growth expectancies, and to firm size. It
describes the information gathering approach, the interview
guideline and the categories devised for each of the long
range planning process elements. A aistribution of the
sample data is presented.

Chapter 4 presents the analysis of the above research
study. A comparison of the long range planning procesé.with
eachAof firm size and firm growth expectancies is made. An
attempt is made to, ascertain which of firm.size_and.fi;m:
growth expectancies are more important in indicating the
presence of the managerial phenomenon of long raﬁgevplanj
ning. Tentative conclusions are'presented.

Chapﬁer 5 explains the research methodology of the

research study'exploring the relationships of the degree of

~long range planning practiced, to firm size, and to actual °

subsequent growth. Descriptions are givenqu the data base
emplqyed,‘the method used to discriminate the long fangé |
planning effort among the firm's, the ﬁeasures ofAsubsequent
growth, the measure; of firm size and a‘déscription.of the
statistical procedures. |
Chapter 6 presents the analysis of the abqve research
study. It shows the relationships between fifh size and
long range strategic planning; firm sﬁbsequent growth and

long range strategic planning; firm size and firm subsequent
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growth; and the interaction of firm sizé, firm»growfh,'and
long range strategic planning. Tentative conclusions drawh
from these findings are presented.

Chapter 7 summarizes and discusses the resedrch find-

ings. Consideration is given to the degree of corroboration

found in the two studies. Tentative possible explanations

are advanced and discussed for the findings. The possible

implications for business managers are discussed.
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Chaptexr 2

THE LITERATURE ON LONG RANGE PLANNING

Planning is discussed in the literature froﬁ two_poihts,
of view - the firm and the total economic system. The most-
common viewpoint is the individual firm. This viewpoint
splits‘natufally into two categories - the plannihg advd—
cates and those with resexrvations about planning. The.
differences betwéen the advocates and those with reservé—A
tions are rarely discussed in literature. This may be
because those who question the valge of planning do not’
think the subjectvworthy of comment.

The othgr point of view considers long range p}anning
as part of the total ecénomic society. The most widely read
Qbserver wiﬁh this perspective is Professor John Kenneth
Gélb;éith. Galbraith's discussion of-eéonoﬁié éocieﬁy
éohtains many controversial comments on Planning. He states
1a£ge.firms use planning as a major insﬁrument_to control
theirxr envifonments, markets, and &ompeﬁitors. | o

This review of the long range plahnigg literature
considers both viewgoints. The individual firm viewpoint is
discussed undexr the headings of the pro-long range plénning
vieWpoint, and the reservations aﬁout planning. Theltotal
economic society viewpoint receives'separate @iécussion.

| Tﬁe purpose of this literature review is to uﬁcéQer and
presght pfinciplés»and theories abéut associations WithAlong
range planning. Relationships between the practice bf long

range planning and either the nature of firms, oxr the nature
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of the firms' environments, were considered. Knowledge of
such relationships should increase the potential for im-
proving the practice of long range planning. The specific

variables studied are firm size and firm growth. 'Generally

. speaking, associations with long range planning have not

been well investigated in the literature.

The anti-planning viewpoint expresses no comment on any
relationships, although a few may be implicit.

The literature from the pro-long range plahning'view—"
point suggests specific relationships. 1In additioﬁ, some
empirically-based testing has been conducted by.writg;s in
this group. None of this research has, however, copsi@eréd
firm size and only tangentially hasuit considered firm |
growth. Much of the empirically-based research has surveyed
long range planningypractices.' Some have considered re-
lationships between long range planning and economic per-—
formance‘~ i.e. does long range planniné pay.off?v This
limited research is of questionablé guality due_to_the
presence of ;esearch difficulties. For example, i£ is not
poséible to détermine how a firm which is planninngouldv
ha&e performed had it not been planning nor how a firm that
is not planﬁing‘would have performed if it had been plan-
ning.

It is important to clarify possible confusion over the
distinction between éEOnomic performance, as measured by
prdfits, and growth. Two separate, but related, issues
exist in the comparison of long range planning and grbwth.

The empirically-based studies of long range planning and
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Ccconomic pérformance attempt to determine if planning pays

off. They do not address the separate issue of whethér'long
range planhing is associated with higher or lowérigrowth
rafes. This latter issue is of majof importance in this
research. It may be that firms which“p:actice long range
élanning perform better, or it may be that they perform
worse, in similar circumstances,.than firms which do ndt.
Concurrently, it may be that firms which practice long range
‘planning are generally characterized by slower or higher
growth opportunities than those which do not. |

The coptroveréial writers whosé,observatioﬁs concern
tQtal economic society suggest that associations do exist

with the practice of long range planning. Their sugges-

~ tions, however, are mainly subjective interpretations. No

empirical testiné has been conducted to support their opin-
iéns.
| A brief ovérview of each.of thesé-views on long rangé

plénning-foliows. The weight of the afguments and ghe
iimited eﬁidence suggest that assoéiationé do exist. It
would appear that: | o

1) Long range planning would increase wiﬁh firm size;

2) Firms with more long range plénning would bé more

likely to be. confronted with slower growth.

The Pro-Long Range Planning Viewpoint
Since the 1960's, the number of articles and books
published advocating strategic long range planning has

increased substantially. This literature is of three types:
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(1) ideas developed Efom umpiriéél case descriptidns, k2)‘
ﬁo£m§£ive, prescriptive writings, and to a much lesser
extent, (3) empirically based hypothesié’testing research.
All of these writings have one common underlying theme -~ it
is good to have a strategy (i.e. it is good to have_objec—'
tives and a long range plan rather than to only react).

The theory.and concept of strategy has received much
attention among business managers, teachers, consultants and |
researchers since the mid-1960's. Reduction of the concept
to a theoretical framework makes the éoncept of strategy
appear simple. Actual implementation is difficult and.
complex. In order to‘avoid confuéion, the‘meaning'of the
concept of strategy is discussed.

trategy has been defined b? most commentators on
éeneral management. These defiﬁitions.are.eésentia;ly
similaf. Some examp}es follow. Andrews of‘theiﬁarvard
Business Schodl adqances a general definition of straﬁeng

"For us stratégy is the pattern qf objectives, purposes

or goals and major policies and plans for achieving

these goals, stated in such a way és‘to~definelwhat
business is in or is to be in, and ﬁhe kind of company
it is to be."! | '

Some of the ambiguity of the above definition is re-
moved by McArthur and Scott's definition 6f the strateqgy of

business:

lLearned, Christenson, Andrews & Guth Business Policy
Text and Cases (Homewood, Ills.: Richard D. Irwin Inc.,
1965), p. 17. ’
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(1) A concept of how Lo compete in an industry or
industries (this should spell out the markets or market
segments which the company intends to serve, the kinds
of products needed to serve these markets effectiVely,
‘and the skills and resources the company must héye‘to
develop these specific kinds of products).
(2) The statement of spebific g0ais against which
progress caé be measured. _

(3) A timed sequence of conditional moves."2
This definition is more complete because it stresses the
importance of a planned series of specific.squential
management action moves. |

The idea of allocating limited internal resources is
not indicated by either of the above definitions. This is
expressed in a_definition by D.H. Thain:

."a timed sequence of conditiohal moves for aliocating
resources to opportunities in'a competitive environ-
ment." |
One or two senténce definitiéns of strategyloﬁersimp—

1ify the concept of strategy. Of the many descriptibns of

this theory, one of the most straightforward is contained in

the paper "Strategy as a Problem Solving Théory in Business

2John H. McArthur, and Bruce R. Scott, Industrial Plan-
ning in France (Cambridge, Mass.: Division of Research,
Harvard School, 1969), p. 11l6.

3ponald H. Thain, "The Coming Crunch in Federal Govern-
ment-Business Relations®, The Business Quarterly (London,
Ontario: School of Bu51ness Admlnlstratlon, UnlvarSLty of
Western Ontarlo, Autumn 1970)
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Planning" (Bower, 1967).4 A diégram of Bower's model of the

concept of strategy is attached as Chart II-1.

lows:

i
i
l - Bower's model consists of a five part format as fol-
]l ,
Formulation Phase; consisting of -
l 1) The Firm's Environment -
- opportunities and risks
2) The Firm's Resources
~ weaknesses and strengths

3) The Stakeholders' Values

- motivational and behavioural constraints

Implementation Phase; consisting of -
4) Firm Structure

~ identification of key activities
5) Managerial Style

- method of accomplishment

Bower suggests the concept of strategy helps the busi-

haustive, analytical structure for utilizihg the information
at his disposal; by defining the relationships among the
parts of the company's system and its eﬁvironment; ané by
providing an'orderly sequence of questions for the defini-
tion, analysis, and choice of alternativeé.- It results in

the choice of goals, policies, and action programs to

4Joseph L. Bower, Strategy as a Problem Solving Theory
of Business Planning, BP 894, Harvard Business School, 1967.

l ness manager understand his problems. It provides an ex-




CHART II-1l

A MOBDEUL OF THE CONCEPT OF STRATCEGY

Economic, social
& political

Markets

Industry

Competition

Products

Quastkions
analyze & dafine

Opportunity & xisks

Detailad
sStrelegy |

A

cnalysis

~
Strategy Formulation

1Y

Resources

Managerial
Economic
Technical
Financial

Questions

analyvza & dafins

>

| decisions
i alationships

v activitiag,

lRESDQKCBS

Tpotantial

n=ad Tor
strategy
fornula-
tion

=)

Changs in:
environment

resouxcas
Avalues

£

Competence

Values

Aspirations &
atkitudes toward:
risks
eclimate
noneconomic

issues

Questions
analyze & define

Match

Strategy

(multi-laevelad!

Strategv Implemanizsi-n

Y

genarates

- Values

Spmcialization. Structure

Integration

Organizations
Measuremant &
Information

systems

" Reward Systems

‘Style in use

tty

=

Adapted fro

Josaph L. Bower, 5

Solving Theory of Bus:
v {arvard Busin

Bi

as a Problem

lanaing,



i8

achieve those goals. The concept of strategy is_conceived

as two concurrent processes - strategy formulation and:

- strategy implementation.

In the formulation phase, three broad oategories of
information muét be addfessed. These are the firm'sién—
vironment, its resouroes, and. the values of the stakehol-
ders. Each of thesé undergoes an in-depth, seafchiné,
questioning analysis. Opportunitiés'and risks are identi-
fied in the environment, weaknesses and strengths arefiden—
tified within the firm, and the motivational-andgbehaviourali
constraints_of management values are identified. From this
basis, anliterAtive matching process of identified strategic
alternatives, piesent and potential corporate competences,
and management values, is conducted to evolve a sfrategyf
Thié process of strategy formulation is concnrrently
foonsed towards the process of strateg& impleménﬁation. The
implémentation phase is concerned with two broad categories
of information, firm st:uoture‘and managerial style. ‘Fof
each of these two broad categories, four subprooesseé_are

conducted. These are:

1) analysisﬁ
.2) task specialization;
3) integratio;; and
.4) ) interative reformulation.

For both firm structure and managerial style, analysis
is directed towards identification of the key activities

required in the strategy and how these are to be accom-
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pLished. Task specilization is directoed towards the break-

down and assignment of the technological, economic, and

- behavioural activities. Integration is concerned with

ensurin@ that specialized activities are co-ordinated. The
fourth sub-process reformulation, is directed at the con-
stant testing and reformulating of thé original strategy and
implementation plan.

The above brief description of the "mainstréam businesé
policy" strategy process portrays this normative concept. |
Other more complete descriptions are found in Andrews,

The Concept of Corporate Strategy,5 McArthurZand.Séott's

Industrial Planning in France,6 and in Learned, Christensen

et. al. Business Policy - Text and‘Cases.7 These descrip-

tions also portray the underlying broad ftamework fqr,the
"how to long range plan® writings.

Fpndamental to this, and to virtually all nQrmative
strateéy theory, is the belief that good general managemént.
involves the formulation and implementation of straﬁégy.
Good managers are perceived as those who conduct thié pro-
cess.ih an explicit and systematic manner. The'ghrée'basic
implied éssumptiohs are: |

1) Firms which employ the concept of strategy formu-

SKenneth Andrews, The Concgpt of Corporate Strategy
(Homewood, Ills.: Dow Jones Inc., 1971).

6John L. McArthur and Bruce R. Scott, Industrial Plan-
ning in France (Cambridge, Mass.: Division of Research,
Harvard Business School, 1969), Chapter IV. ‘

7Learned, E.P. et. al. Business Policy Text and Cases
(Homewood, Ills.: Richard D. Irwin Inc., 1969).




20

lation and implementation w1ll achleve substan—
tially better results than they would if it were
- not used.

2) The better the effort‘devoted to the process of
strategy formulation and implementation; the
better Qill be the results in terms of perfor-
mance. | |

3)  While the detail may vary sdbstantially'with the
particular circumstances, application of the
theory will cover all of the bases i.e. environ-
ment, resources, and values, i.e. the strategy

model constitutes a comprehensive, all-encom-

passing package.
Prescriptive Writings on Long Range Planning

The multitude of "how to" or prescriptive writings on
long range planning build oa the above or similar normative
assumptions. They attempt to provide business managers and
students with detailed step-by-step procedﬁres for con?
ducting and.implementing the long range planning process.

In these writiggs, each of ﬁower's five categories is
further sub—divided'into the traditional nomenclature of
business i.e. marketing, production, finance and personnel.
Efforts are also devoted to the timing and allocation Qf_the
procedural efforts required in establishing and o?eratiag

the long range plannlng process.

The prescr1pt1VL writings are based on the strategy
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model. These authors often assume that its normative as-
sumptions are fact. John Argenti, a British long range -

planning consultant, in his book Corporate Planning - A

Practical Guide states that "... corporate planning has

achieved remarkable success for the firms to which it,hae
been introduced."8 He goes further to state that "Results
should start to effect profits within one yeat to.a small
extent but by the second year theée:results should be moreji
exténsive."9 The belief that long range plannihg 1eads tbl
better_eCOanic performance is clear.. Argenti states that
firms practicing long range planning sheuld perfe;m better>
than firms that do not. He does not address the'issueuof
whether long range planning is associated,with growth.
Another of the meny scholars writing about the practice
of long rahge planning is Professor George A: Steiner of. the
Gtaduate School of Business at Cdlumhia University. His

recent book. entitled Top Management Planninglo‘is currently

the most comprehensive in the field. Steiner‘s prescriptive

wrltlngs are also based on the normative theory of strategy

and 1nclude its assumptlons. Steiner states that .es other

things being equal, comprehensive corporate planning_will

bring much better results than if it is not done.ﬁll Wwith

i

John Argenti, Corporate Planning - A Practical Guide
(Homewood, Ills.: .Dow Jones Irwin Inc., 1969}, p. 1l2.
9

Ibid., p. 280.

loueorge A. Steiner, Top Management Plannlng (New- York:
The Macmillan Company Ltd., 1969).

11

Ibid., p. 85.
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respect-to the practice of long range planning he states

that "It seems to me that great strides have been'madé'in
the past decade. Today's status is contributing iﬁportantly
to.épera_tions.“12 Steiner sfrongly implies that firms
practicing more lbng range planning will perforﬁ better than
firms practicing to a lesser degree. This implicatioh»is
made, providing all other conditions are similar. He does
not-comment on whether long range planning is associated
with growth. He offers no empirical evidence of a cost-
benefit analysis of long range planning.

Like Argenfi,'Steiner-ciearly impliés that a general
process of long rande planning is applicable to all firms.
Steiper states, "... it is becoming clearer that theré are
fundamental planning generalizations or principleé which
apply to all organizations."13 He maintains‘that it is a
pltfall to assume "that effective total plannlng can be ‘done
plecemeal or that 1ntegratlon of the major parts is unneces-
sary.' nld Whlle long range planning "cookbooks" recognize
that each firm;s circumstances will dictate more or less
analysis,_they do state that all of the major elements must
be considered and incofporated into the planning‘prdcgss.

In addition to advocating complete,‘comp£ehénsi§e, long
range planning for all types of firms, Steiner strongiy

inplies that long range planning should not vary with firm

1214ia., p. 719.

131pia., p. 718.

ypia., p. 720.
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silze.

Although the major portion of Steiner's book.advbcétes'
one ideal, éll—encompassing plahning model, he recdgﬁizes.
the possible limitations of the present theory. ' He suggests
further research is required. He implies thé one ideél
operational planning model may not be appropriate to all
circumstances. An area he suggests receive further’fesearch'
is "probing into (ﬁhe) question (of) what is the.proper |
planning process for different sized firms, for differen£
type operations and for various conditions.“15 He suggests
further research into the question of "The overall concep-
tual model of corporate plannipg needs to be refined to fit

different types of situations in different companies."16

Empirical Testing

Little statistical empirical testing has been published
in the field of long range planning. Much of the research

describes planning in particular firms or industries_.l7

The
authors of these studies appear to approach their analysis
with normative positive beliefs. Consequently, these .

studies tend to reconfirm the positive assumptions of the

1S1pia., p. 723.

°1pia., p. 723.

l7See for example Stewart Thompson, How Companies Plan
(New York: American Management Association Inc., 1962) and
Harold W. Henry, Long Range Planning Practices in 45 Indus-
trial Companies (Englewood Cliffs, N.J.: Prentice Hall
Inc., 1967).




strategy concept. It is difficult tovdistinguish'thesé
studies from the prescriptive writings.

Most of the actuai empirical testing has.been'conductea
to establish the extent of long range planning practice.
fhese studies often included a general search for relation-
ships between firm characteristics and methods of planning.
Generally, these studies have not found any relationships.
With loose definitions, the studies indicate that 1ong rangé
plannlng is widely practiced. For example, Cleland in a
1962 Ph.D. the51s at Ohio State University entltled The

Origin and Development of a Philosophy of Long Range Plan-

ning in American Business found 85% of the firms practiging
lbng range élanning.18 Polishuk in a 1968 study of long
rénge planning in the American aerospace industry fdund 95%
ofnfhe firms were practicing long range planr_lingfl9 Prob-
ably ﬁhe most.gxtensive search fof long ranée plénning
correlations is in the formal planniﬁg systems researph
pfoject presently being conducted by Professor Vancil at the
Harvard Business School. This is perhaps the most compre-
héhsi&e study ever undertaken on 1onglrange pianningsv‘The
study cdmmenced in 1966 and expenditures fo the end of 1971
were mofe than $500,000. Examination of his questiohnaires

and the limited number of articles published to date indi-

18Dav:Ld Cleland, Orlgln and Development of a Phllosophy
of Long Range Planning in American Business- (unpublished doc-
toral dissertation, Ann Arbor: Unlver51ty Microfilm Inc.,
1962). : g :

19Paul Polishuk, Survey of Long Range, Planning in the
Aerospace Industry (Wright Patterson Air Force Base, Oth‘
United States Ailr Force, 1969).
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cates no major findings have yet ‘been published.' Publi-

cation of the results of other analyses are expected short-

ly.

Empirical tests evaluating the effectiveness of long.
range planning are exceptionally spafse. A 1966 Ph.D.

thesis at Ohio State entitled Planning in Small Manufactur-
20

ing Companies: An Empirical Study

, by M.A. Najjar, des-
cribes one such study. This report assessed the correla- |
tions between managerial satisfaction with profits and sales-
growth in firms by using four different measures of plan-
ning. Much to the author's apparent disappointment, no
significant correlations were found. The results were,
nonetheless, interesting. While all of the corre}ations
were relatively low and without statistical significance,
each of'the eight possible comparisons was negatively oor-
related. Managers of firms’with planning were'less satis—
fied. The author expressed his dissatisfaction that.they
"are in the wrong direction. Such results throw some doubt
on the satisfaction criteria as measures of business suc-
cess."21 H | :

The author's disappointment reflected a failute.to show
long ;ange‘planning_pays off. An obvious implication of the
findings was ignored. The consistently negative associ-

ations may indicate an underlying negative relationship

2OMohamed A. Najjar, Planning in Small Manufacturing
Companies: An Empirical Study (Ann Arbor: University Micro-
film Inc., 1966). ‘

21

Ibid., p. 69.
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between long randge planning and manageriél satisfaction'with
profits and sales growth. Najjar found tha£ firméiprac; |
tiéing 1ong range planning were less satisfied with their
performance thaﬁ non-planning firms. His dissétisféétion
reflects his concern with the normative assumption that 1bhg
range:planning péys off. 1Instead, his empirically based
findings may indicate the practice of long range planning is
more commoh‘in firms which are faced with the adﬁéfsity of

low growth. He did not develop this as a conclusion.

Only one other empirical research study»was_uhcovered

' assessing the relationship between formal long range plan-

ning and subsequent economic performance. This study, by
Thﬁne and House, is entitled, "Where Loné Range Planning.
Pays Off —‘Findings of a Survey of Eofmal, ;nformal_?lan—
ners“.” There is no'ponfusion abéut the issué add?gséedtin
this study. Thune and House attempted to détermine:whethef.
planners.perforﬁ better tﬁan non-planners in similariéitu—
ations. Formal planners significantly outperformed informal
planners with respect to five economic measﬁres.zz_uAn;
extension of this study was subsequently conducted by D.M.
Hé?ola and published as an article entitled, "Long Rahge
Planning and Organizational Performance A Cross Valuation

Study".23 These joint studies are the only empirical tests

228. Thune and R. House, "Where Long Range Planning Pays
Off -~ Findings of a Survey of Formal, Informal Planners",
Business Horizons (August, 1970), pp. 82-87.

23p M. flerold, "Long Range Planning and Organizational
Performance: A Cross Valuation Study", Academy of Manage-
ment Journal (March, 1972), pp. 91-102. ‘ '
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supportingithe major tenet of faith in the concept efeStra—
tegy ~ the belief that strategic planning improves economic
performance. | |
Review of these articles indicated a lack.of adequate.
statietical.evidence to advance theAassumption to the status
of a.management principle. Many in the field of business
policy do. The research design of these studies is of
questionable validity. From a sample of 71 fifms defined as
formal-plenners and 21 firms defined as informal planners,
Thune and_House24 "carefully" selected 17 formal planners
and 19 informal planners so that the formal and informal
planning firms were pair matched on the.basis.ofsbrqad:
industry classification and sales level. Since the_formai
plenners, aed to a lesser extent thexipformai planperslkwere
not rendomly chosen, it is unreasohable to suggest they are
representative of‘either formal or informal plahnihg firms.
The results may.not be generalizable beyond the particuiar
circumsEances‘of these firms. Questions aleo exist as to
the validity of the basis of pair matching. |
Herold's study25 used the same firms and data ae the
Thune and House study, with the exception'that»the ti@e
horizen was extended four years. An additional meesgre of -

economic performance was also employed. His sample was

248. Thune and R. House, "Where Long Range Planning Pays

Off - Findings of a Survey of Formal, Informal Planners",
Business Horizons (August, 1970), pp. 82-87. ‘

25D.M. Herold, "Long Range Planning and Organizational
Performance: A Cross Valuation Study", Academy of Manage-
ment Journal (March, 1972), pp. 91-102.
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reduced to five pairs of firms because of mergers, acquisi~
tions, etc. Herold's extension is subject to the limita-
tions of the Thune and House study plus those related to the
reduction in the sample size. These joint studies add to
the credence of the underlying assumptions of long range
planning. They do not, however, empirically justify them.
To suggest that the claims made and implied for long range
planning have been proven is incorrect.

.:Further'empirical research is needed into .the process.
of long range planning. Not only is the amount of ﬁanage—
ment time devoted to it significant, but the research to
date indicates. there is néed for further understandipg of
the conceptual framework. The everfgrowing_body'of long
range planning knowledge and its practice is based ﬁpoﬁ
nqrmative assumptions which have not yet been.adequately
empirically tested. One of the main réasons for the lack of
empirical ﬁesting‘is the difficulty in conducting tesearcp.
Summary | |

Advocates of formal planﬁing thus advancé both_empiri—
éai'tésts and infofmed'opinions concerning_the manaééméht.
practice of long range planning. . In the area of empiriqally
tested research, their findings are as follows: '

1) Long range planning is widely pfacticed in North
American business firms.

.2) Some limited evidence supports the belief that
fi;ms_which practice long range pianning will perform better
than similar firms which do not.

- 3) Some evidence indicates that firms which practice




long range planning are less satisfied with their perform'
mance than firms that do not practice it.

| In the research and normative writings on long range
plannlng a number of beliefs are evident. These‘are-

1) The practice of long range plannlng should not
vary by the growth expectancies of firms.

2) The practice of long range planning should not
vary with the size of the firm.

3) The basic long range planning process should be
applied,to all firms without variation. Details may vary,
but all the general procedures and areas. of analysis_shonld
be covered; |

Reservations About Planning

One of the notable aspects of the literature on plan-
ning is the absence of an "anti" point of view. This ob-
vious omission should not imply its non-existence. Instead,
it indicates thattbelievers in planning have promoted their
views. Inside buslness firms, planning is often delegated
as a staff responsibility to individuals, withqutAachm— ‘
nanying operational responsibility. In such circnmstances,
negative writings on planning would naturally not occur.

While the literature of long range planning rarely
takes a negative point of view, general management"liter-
ature occasionally does. Four examples are presented here
to illustrate the strength of the reservatlons which exist
about planning. The four are: a general‘management class
note preparea at IMEDE by Professor D.d. Thain,-entitled,

"Corporate Strategy - General Management Course Memorandum
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No. 12"; a Harvard Business Review article by H. Edward
Wrapp entitled "Good Managers Don't Make Policy Decisions”;
an erticle‘by Charles Lindbloom entitled "The Science.of
Muddling fhrouéh"; and a classical deecriptiﬁe book of

general management by Cyert and March entitled "A Behavioral

‘Theory of the Firm".

The IMEDE general management course note considers an
anti-planning position. To illustrate this position,"the.
note quotes the chairman of a leading U.K. company.j This
article reflects the strength of the reservations,held;ebout
long range planning.‘ For illustration purpqses, erew of
these quotes are presented:

"I have accomplished a considerable degree of
success in this company by concentrating on day-.
to-day operations. The question of living in the
present or the future is not an either-or problem.
Any sensible manager concentrates on today's
problems but in the light of his view of the
future. We have several people in our company who
are concerned with new developments. Our market-
ing manager, for example, has just returned from a
trip around the world. I spent most of yesterday
with him talking about what is going on and the
things he was able to observe that may tip us off
as to important new’ developments that Wlll affect

us in the future.

"I think that many managers try to create the
impression that they are wiser than they really
are when talking to reporters or university re-
searchers. If more top managers were realistic
and frank they would be proud of the fact that
true successes are the result of putting one good
decision after'another day-after-day. In the
company that I worked for previous to my employ—
ment here we had a remarkable 15 year record. I
can give you my personal guarantee that this
outstanding end result was simply the accumulation
of a process of correct short-term decisions. If
you are operating well on a day-to-day basis, when
the days finally amount to months and years you
have a record to be proud of ...
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"Another problem that I have with strategy 1s that
people who talk about it usually get involved in
long range planning. I would seriously like to
~ask you the question - what good are long range
plans? Either you follow them or you do not. If-
you follow them you are sure to miss good oppor-
tunities that cannot possibly be foreseen by any .
planner. If you do not follow them, why bother
making them in the first place? I have friends
who have been bitten by the long range planning
bug and I am sure that they have wasted a great
deal of time and money on an activity that amounts
to nothing much more than the latest management
fad."26

Negatlve attltudes towards plannlng are also. expressed
by other authors, Professor H. Edward Wrapp strongly im-
plleS a dlstrust of comprehensive formal long range ‘plan-

ning. He states-

"Many of the articles about successful executlves
picture them as great thinkers who sit at their
desks draftlng master blueprints for their com-
panies. The successful top executives I have. seen
at work do not operate this way. Rather than
produce a full-grown decision tree, they start '
with a twig, help it grow, and ease themselves out
on the limbs only after they have tested to see
how much weight the limbs can stand.

"The fifth, and most important skill I shall -
describe bears little relation to the doctrine
that management is (or should be) a comprehensive,

- systematic, logical, well-programmed science. Of
all the heresies set forth here, this should
strike doctrinaires as the rankest of all!

"The successful manager, in my observation recog-
nizes the futility of trying to push total Back-'
ages or programs through the organization."

Charles Lindbloom in an article "The Science of Muddl-

26Donald H. Thain, "Corporate Strategy", IMEDE (General
Management Course Memorandum No. 12, 1965 and 1966).

27H Edward Wrapp, "Good Managexrs Don't Make Policy
Decisions", Harvard Business Review (September-October,
1967). : '
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ing Through",28 describes "the ratibnal compreheﬁéive
ﬁethod"‘of decision making which is similar to long raﬁge
planning. With this method, the decision maker, fbf éach‘of
hié problems, procéedsideliberately; one‘step at a time, to
chlect complete data, to énalyze the data thoroughly, to
study a wide range of alternatives, each with its own fisks‘
and consequences, and finally, to formulate a detailed |
course of action. Lindbloom dismisses "the rational  com-
prehensive method" in favour of the "successive limited
comparison". To him, the decision maker compares,thé”alter—
natives which are open tc him iﬁ order to learn Which mést
closely meets his objectives. This is not a\rational plan—3
nipg_process. Ingtead, he seés the’manager as opportunistic
and_reaétive. |
Cyert'and.March's_ﬁBehavioral Theory of the Firm"
aﬁtempts‘tg build a general theory of the economi¢~behavi6ur
of ﬁhe individual bﬁsiness’firﬁ“based on case obéervaﬁions.
Théy tfy tp £ill the evident gap bétWeen the tradifiénal
eéonomic theory of the firm and busiﬁéss.practiCef_ The
central thesis of the authors is: managemeﬁt‘decision—
making is méinly a reactive rather‘than a proadtive process.
The coalition of tob managers is métivated to satisfice
their aspifiation lével constraints instead of maximizing
anything, especially profits. In this environment, it is

unreasonable to suggest that serious long range strategic

28Charles Lindbloom, "The Science of Muddling Through",

. Business Strategy, edited by H. Igor Ansoff. (Middlesex:

Penguin Books).
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planning would be formulated or used. The authors-state:

"Our studies indicate quite a different strategy
on the part of organizations. Organizations avoid
uncertainty: (1) They avoid the requirement that
they correctly anticipate events in the distant
future by using decision rules emphasizing short-
run reaction to short-run feedback rather than
‘anticipation of long-run uncertain events. They
solve pressing problems rather than develop long-
run strategies. (2) They avoid the requirement
that they anticipate future reactions of other
parts of their environment by arranging a nego-
tiated environment. They impose plans, standard
operating procedures, industry tradition, and
uncertainty-absorbing contracts on that environ-
‘ment. In short, they achieve a reasonable manage-
able decision situation by avoiding planning where -
plans depend on predictions of uncertain future.
events and by emphasizing planning where:the plans
can be made self-confirming through some control
dev1ce‘

Most planning skeptics are top managers with primary

responsibility for the success or failure‘gf.affifm;° Some

‘of these view long range planning as an oversdld”fad, full

of meaningless 'buzz words' with great “associaﬁional rich-
ness". This viewpoigt has not been given serious-COnsidetF
ation in tﬁe literature. The skeptics about long range
planning do not necessarily 0pposé it. Most simply;have
unresolved«doubts about the process, These doubts'COncern
its cost, cémplexity,~removal from reality and inflexibil—
ity. _A‘brief discuséion of the Qossible‘reasons:fof_these
doubts follows.

In terms of cost, long range plannihg often involves

the hiring of professional and expensive staff who are not

normally needed by the firm. In addition, 6perating'managers

+}

29Richard M. Cyert and James G. March A Behavioral
Theory of the Firm (Englewood Cliffs, W.J. ‘Prentice-Hall
Inc.), 1968 T :
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nust devote valuable time, energy, and emotionai commitment
to the non-productive tasks of, teaching, filling in forms,
making projections and writing reports. It is questionable
whether these costs can be justffied.

Preparation of a oomprehensive plan may be too mammotn ,

a task. Every business firm is an almost infinitely complex

system. Attempts to reduce this essence to a plan are

difficult and involve many oversimplifications and omis-
sions. Sophisticated computer models, forecasting tech?d_;
niques and operating research,methods are compfex in themf
Aselves. Armed with these, it still may not be possible to
reflect the real situation. 1In preéaring plans, much is
left out and many assumptions are made. Both_thezprodnot__
and the process may be =To) artificial that they are meaning-
lése. o
| Long range plannlng may be too far removed from reallty
to be useful. In addltlon to the 1mpllc1t assumptlons
1nvolved and the use of often poorly 1nformed staff it is
feared managers may use planning as an escaplst cop—out".
Serious planning may be done only‘when an extremely adveree
or“risky situation‘confronts the firm. Planning could
become management's psychological defense mechanism to
displace and to sublimate the anxiety of risky and unfavour-
able situations. It may be better to face up to a.problem
and accept the natural risks involved rather than to”attempt
to analyze it away. o

Plannlng may also be 1moract1cal in View of_the dynamic-

environment of firms. Plannlng often assumes the status
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guo. As a result, plans may cause firms to become inflex-

ible and incapable of adapting effectively to an_éver—

changing environment. Few managers, and even fewer business

scholars, openly express these poéitions._ To do so would
attéék an almost virtuous conventiorial wisdom. fhe.risk of
being. labelled "bad" or "incompetent" ‘is not worth ﬁhe
perceived benefits. Instead, this position is discussed
informally. |

In summary, the literature on long range planning makes-
an almost overwhelming case for its importance. HQWever,'
serious considerations of planning should also éive reason¥_
ablé attention to the possible opposing position; Long
range planning is controversial. It is highly touted in
jourhalé, books, and seminars. At the same time; soﬁe
busineséipractitidners still have reservations ébouﬁ its
Qalﬁe. | |

These reservations are based on the following possi-

bilities: 1

_l)' Formalizeé'long range planning is expensiveAand

| may nbt lead to better economic perforﬁance;'

2) Long range planning tends to belintensifigd;in
face of adversity and thus may bé a "cgpjout“.

3)  Practical planning is impossible to perform be-
cause of its complexity.

4) Planning makes the firm inflexible and unable to’
adapt to changing environments.

5) Planning may not be natural.
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Long Range Planning as Part of the Total Economic System

_ The above discussions of the.prscess df planning were
from the perspective.of the individﬁal firm, Another per-
spective views.planning as part of the'total political,
economic and social system. The best knowh.commentator on
economielsociety is Professor John Kenneth Galbraith. In
his classics, "The Affluent Societ§"30 and "The New Indus-

31 ana his most recently published "Economics

32

trial State",
and the Public Purpose", Galbraith describes and theorizes
a general and comprehensive model of economic society. He
discusses the public sector, the private sector;‘and ths
public at large.. In his,discussion‘of the private seetor,
wﬁich he labels as the Industrial Sjstem, he_comﬁents on
plasning sonducted by firms. He suggests that pianning is
the main 1nstrument flrms employ to escape from the con—
straints of the environment and to effect control over thelr
marketplace. In many respects, his observatlons dlsagree
with the theories described above.

Galbraith's concept of planning does not disagree

materially from the definition of strategy formulation or

formal long range planning. He defines planning in this

manner:

30John K Galbraith, The Affluent Society (Toronto: The
New York American lerary of Canada Ltd.), 1967. '

31

John K. Galbraith, The New Industrial State (TorOnto.
The New American Library of Canada Ltd.), 1967.

32John K. Galbralth, Bconomics and’ the Publlc Purpose
(Boston: Houghton Mifflin Company), 1973.
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"As - viewed by the industrial firm, planning
consists in foreseeing the actions required ‘be-
tween the initiation of production: and its com-=

- pletion and preparing for the accomplishment of |
these ‘actions. And it consists also of foreseeing .
‘and having a design for meeting any unscheduled
developments, favorable or otherw1se, that may
occur along the way."33 ' .

‘essential.

'"The

Galbralth belleVes planning in today's large corporatlon is

-He states:

large commitment of capltal and organlzatlon

‘well in advance of result requires that there be
foresight and also that all feasible steps be
taken to ensure that what is foreseen W1ll trans-

- pire.

‘Galbraith advances six specific reasons for the in-

creasing impOrtance of'planning His stated reaQOns are:

_?}
3)

)
5)

6)

'"An 1ncrea51ng span of - time separates the_

beglnnlng from the completion of any. task

"There is an increase in the capital that is
committed to production aside from that
occasioned by increased ‘output ..."

"With 1nCreas1ng technology the commitment of

-time and money tends to be made ever more

inflexibly to the performance of a partlcular
task ..."

"Technology requires specialized manpower
" .

° o

"The 1nev1table counterpart of spec1allzat10n

'is organization. This is what brings the

work of specialists to a coherent result ...!

"From the time and Capltal that must be
commltted ‘the inflexibility of this com-
mitment, the needs of large organlzatlons and
the problems of market performance and under
conditions of advanced technology, comes the

33

37

g John K. Galbraith, The New Industrial State (Toronto:
The New Amerlcan Library of Canada Ltd.), 1967, p. 36.

34

bid., p. 16.




‘necessity for planning. Tasks must be per-
formed so that they are right not for the
present but for that time in the future when,
companion and related work having also been
done, the whole job is completed ... thus the
need for planning.... The need for planning
arises from the long period of time that
elapses during the production process, the

" high investment that is involved and the .
inflexible commitment of that investment to
the particular task."

Planning is of such importance to firms in the indus-
trial system that Galbraith contends it is the main variable
for distinguishing among them. He suggésts that a sharp
division exists among the firms in the industrial system on
the basis of planning. He divides the indusﬁrial syStém
into two categories - the market system andAthe‘blahning
system. He describes this distinction as follows: .

"This distinction which may be thought of as-

separating the twelve million small firms from the

-one thousand giants, underlies the broad division

of the economy here employed. It distinguishes

what is henceforth called the market system from

" what is called the planning system."36

"The difference between the planning and the

market systems does not lie in the desire to

escape from the constraints of the market and to

effect control over the economic environment. It

is in the instruments by which these are accom--

plished and the success with which they are at—
tended."37 A

Galbraith states that management in the.planning.system
uses blanning as one of the major instruments to preserve

its autonomy. This planning tends to be comprehensive,

3%1pid., pp. 25-31.

36J0hn K. Galbraith, Economics and the Public Purpose
(Boston‘ Houghton Mifflin Co., 1973), p. 44.

37

Ibid., p. 49.
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product planning, price and market strategies, érocﬁrement
planning, etc. PLanning is employed by thejfirm's teghno—
structute~to~acquire and maintain power. He observes that.
firms in the planning system will do more planning,_bevof é:
largér size, and grow at slower rates, ‘ |

' Galbraith suggests the distinction ‘between the market .

system and the planning system is not a simple, dichotomous,

'in or out' situation. Instead, within the planning system,
a virtual continuum exists. He states:
"The firms in the planning system ... = are by no.
means homogeneous. At one extreme are relatively
_small corporations where organization is still
" elementary - ... At the other extreme are General
Motors ... As one proceeds from the smaller cor=-
porations to the giants, the role of any single
individual diminishes, the authority of organi-
zation increases. Among the very large corpora-
tions of some age - those I shall refer to as the

mature cor oratlons - the power of organization is
plenary.'

1f, as Galbraith implies,.a continuum exists in‘the'planning
system, it should be distinguishable on a number of vari¥ |
ables. He sﬁggests a few of thesé. Gélbraith observes{
planning iﬁcreases with firm size,}grOWth décli@éé as plan-
ning increases, and growth variabiiity decréases as planning
increases. | o : ‘ .

Inlhis writings he states that.long range ﬁlanning
increases with'fi:m size. For example:

"It is clear, first of all, that lndustrlal plan-
ning is in unabashed alllance with size.

381pid., p. 83.
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"I'he most obvious. requitrement of effective plan-
ning is large size. This, we have seen, allows
~the firm to accept market uncertainty where it
cannot be eliminated; to eliminate markets on.
-which otherwise it would be excessively dependent;
to control other markets in which it buys and
sells; and it is very nearly indispensable for
participation in that part of the economy, charac-
terized by exacting technology .and comprehensive
planning, where the only buyer is the Federal
Government. That corporations accomodate well to
this need for size has scarcely to be stressed.
They can, and have, become.very large." '

Galbraith also implicitly suggests a relationship be-
tween the practice of planning and growth. 'According to
Galbraith, planning.is the major technique rhat firms emp loy
to adhieve their ambitions. But;‘he staﬁes, thie(motivation
is not to maximiée‘prefits. Instead, Gaibreiﬁh maintains
that management;‘— he refers to it as the 'technestructure',
- is primarily\interested in preserving_its_autqnomy from
creditors and‘sharepolders. To do this, firms musﬁ'achieve_
only a certain ﬁinimum‘level of earnlngs. No percelved need
ex18ts to maximize profits and therefore 1t is not done, He .
states: o

"If revenues are above seme minimuﬁ'— thef need

not be at their maximum for no one will know what

that is - creditors cannot intervene and stock—

holders cannot be aroused."

“Maximization of income for the technostructure is
neither needed nor sought."42

39John K. Galbralth The New Industrlal State (Toronto.
The New American Library of Canada Ltd.), 1967, p. 42,

40

Ibid., p. 85.

H1pid., p. 93.

421p54., p. 148.
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"The mature corporation, as we have seen, is not
compg%led to maximize its profits and does not do
so."

- ‘ J g :

Galbraith further justifies this position by referring
to the relationship of firm size to profitability.' Other
writers44 and economists suggest that larger firms do not-
grow as rapidly as do smaller firms. This has been tenta-
tively explained in terms of declining ecbnomies,Qf scale orxr
an unavailability of adequate supply of managerial talent
relative to size.. Galbralth challenges this pOSlthH.
Instead, he malntalns that larger flrms are better able to
maximize profits. They do not, he asserts, because manage-
ment is not motivated to do so. He explains: managersvwithf
the aid of planning reduce risk by‘trading off profit maxi-
mlzation’erAsecurity and the opportunity for”personalzneed
satlsfactlon. He expresses thlS posltlon as follows.‘

‘ "Should 1t be that as the firm becomes larger, it
" is better able to control its costs, its tech-

nology, its prices, the responses of its consumers

or the government (were all these a dependent

variable associated with size), the scale at which

profits are maximized could obviously increase

with the increasing size of the firm. To increase

size and associated control over costs, technologi-

cal processes, prices, demand and the state could

become, then, one way of maximizing profits. And,

as will be presently be seen, profit maximization,

is not, in any case, the central goal of the ‘

technostructure. Above a certain profit threshold

the members of the technostzgcture are better
rewarded by growth itself.”

431pia., p. 171.

44See’fo‘r example, Edith T. Penrose, The Theory of the
Growth of the Flrm (Oxford: Basil Blackwell & Mott Ltd.),
1959, . .
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:; From Galbraith's perspecti&e,-the individual firm aé it
increases in size will put increasing emphasis on planniﬁg'
to increase the security of management. In order to main-
tain security, planning is directed to a number of specific
endé. The fifst of these is to ensure anvacceptéblellevel

of earnings.

"With low earnings or losses it becomes vulnerable
to outside influence and loses its autonomy. But
above a certain level more earnings add little or
nothing to its security therein ... This casts
light, in turn, on the assumption that the mature
corporation will seek to maximize its profits.. By
the most elementary calculation of self-interest,
the technostructure is compelled to put prevention
of loss ahead of maximum -return. Loss can destroy . : o
the technostructure high revenues accrue to ' ' -
others. If as will often happen, the maximization
of revenues invites increased risk of loss, then
the technostructure, as a matter of elementary
interest, should forgo it.

The need for protecting a minimum level of return
will have, in turn, an important effect on indus-
trial planning. While it will be desirable to '
achieve planned results, it will be even more
important to avoid unplanned disasters. The first
is pleasing; the second can be mortal."

. - 5 i . B . . ot . - .

Once this goal has been protected the individual firm

can direct itself to other goéls. . Among these,-QfFCéurse,
is'grthh. Galbraith states:

"A rate of earnings that allows, over and above
investment needs, for progressive rise in the
dividend rate will also regularly be a goal of the
technostructure. This return must not be achieved
by prices which would prejudice growth. Nothing
better suggests the primacy of growth as a goal

45John K. ‘Galbraith, Economics and the Public Purpose : f

(Boston: Joughton leflln Company, 1973), p. 83.

46John K. Galbraith, The New Industrial State (Toronto:
The New American Library of Canada Ltd., 1967), p. 179.

_________ ,,,,,,,, | ﬁ
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" than the vehemence with which this would be dis-

missed as unsound business practice. The risks

taken for such higher return, it is axiomatic, ,.

must not jeopardize the basic level of earnings."

Galbraith's position with respect to profit maximi- -
zation and growth appears almost contradictofy.~ He makes it
clear that larger firms with the aid of their planning do
not maximize profits. Instead they strive to preserve their
managerial autonomy and protect a basic level.of earnings.
At the same time he contends that growth is a primary goal.
But larger ﬁrofits is a main method of achieving  growth.
Firms Whidh.db not maximize pfofits,will be léésAéble to
maximize growth. A reasonable interpretation of this ap-
parent contradiction is that while growth is a majér goal of
large firms, a trade-off is made with it when prqfits»are
not maximized. Large firms_will use planning fo achieve -~
growth but since they are not pfimarily intgrestea_in méxi—
mizing-pfofits they will tend to grow sldwef than firms
thch are maximizing profitability. Those firms which do
not plan may be expected to grow at faSﬁer fates ﬁhan firms
which do plan. Also firms which do plan will be expected to
show;greater growth in sales and total resources than they
Will‘in profit growth. o

In summary, Galbraith's views on planning, basea on his
observation of the industrial system, différ with those who
discuss planning frém the viewpoint of the individual fifm.

Galbraith suggdests the following relationships to planning

471pid., p. 186.
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in the industrial system: :
1) Planning increases with firm size;
'2) Firms that plan more will grow slower than firms

that plan less; and
3) The growth of firms that plan more will be less
variable than that experienced by firms that plan
less.
These suggested .relationships are similar.to the investiga-
tions made in this research study. .
Summary
This chapter presented a‘review‘of the literaturé.on
long.range planning. Particular emphasis was put dh the
conceptual framework underlying the pheory of long range
‘pianning,_fhe differing viewpoints on pianning,;and”asspci—
ations between planning and corporate variables. The cor;
porate variables given major coﬁside:ation weré firm.size1and
firm growth. The review indicated little published reSeérch
concerning associatibns with long_range plannihg. Thei
chapter discussed: the pro-long range planning viewpoint,
the prescriptive wr%tings on long range planning, eméirical
testing, reservations about planning, and iong range plan-

ning as part of the total economic system.
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Chapter 3
.RESEARCH METHODOLOGY

LONG RANGE PLANNING PROCESS,
FIRIM SIZE AND FIRM GROWTH EXPECTANCIES

This research study investigated the relationship
between each of management's expectations of future,firm
growth, and firm size to the process of long range planning.
The research objective was to determine if the procesé of
long range planning generally differed by firm size and by
management's expectations of future firm growth. It was
believed that awareness of the-naturé of such differences,
if 'they existed, would provide a basis for improving the
practice of long range planning. Research déta_was‘obtained
through a persqnal interview with a top:mahager:in each of
fortyifirms. The sample firms were chosen_fromva_cfoss
section of slow growth ana high growth indust;ieé. :From
each firm, information was obtained bﬁ cbmmon sub~-process
inputs to the plann}ng process, firm size, and firm growth
expectancies. The findings of the research\would be of
interest ‘both to business practitioners and those who study
the theory of planning. |

This chapter presents the research methodolquan.the
study. An overview of the reéearch design is described
first, followed by discussions of: the interview guideline,
industry and company selection, the personal interviews,
methods of categorizing the plénning process elemehts,

distribution of data, and analytical procedures.
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An Overview of the Research Design

The research‘design consisted of eight steps. An-
outline of the research methodolégy is shown.in Chart III-1
which follows. The first step in the study was the.prepar~
ation of an interview guideline based upon a review of the .
planning literature, (A). High and low growth iﬁdusfries
were then chosen, (B). From these lists companies were: [
éelected and approached, (C). A sample of forty interviewed
firms was thained,.(b). From these interviews information
was obtained on each sample firm's; size, growth expec-
tancies, and long range planning process, (F) and (G).
Categories were then formulated for each of thevlong”rangé
planning process elements, (E). Comparisons were made
amongzj_management's expectancies of firm\growth_(?), the
plannipg process eleménts, (E), and firm size, (G). Stét—l
;sticalﬂprocedures were applied thesé compérisons:tp deter-
ﬁiﬁg if associations existed, (H). .Each_of these'stgps ana

its obstacles are discussed in this chapter.

The Interview Guideline

‘An interview guideline was designed ana used as a
reference on each of the personal interviews. Thiskguide~
line was prepared prior to the formal interviews;, Af%ép the
experience of the first few interviews it was modified
slightly. The guideline provided a measure of consistency
among the interviews and between the two interviewers.i A

copy of the interview guideline is attached as Appendix V.
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CHART III-1

‘An Overview of the Research Methodology

E

A

Interview Guideline:

- prepared from a review of planning
literature and of writings. pre-
scribing how to plan

B .

Industry Selection:
-~ industries perceived to be
either of high or low growth

: |

Company Selection:
- attempting to cover the full
size spectrum of the 1ndustry
- preference for single and '

dominant product firms

|

" Sample of Firms:

- those firms agreelng to an
interview :

Planning Process

Firm Growth Expectancies: Firm Size:

"Information:

- formulation of

categories for each
of the sub-process

inputs

- categorizations for each

firm

- managements expecta-
" tions mainly on the
basis of sales growth

- mainly on
basis of
sales size

H

Analytical Procedures:
- tests for associations,
mainly the Chi-Square
test
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"The guideline was divided into sections. The major
sections were: . industry and company background, intefﬁal
data and control processes, forecasting, formal plahning
sysﬁeﬁs, and supplementary information. In each of these -
sedtions.inquiries were made of general information per-
£aining to growth and planning and of specific information
concerning sub-process inputs to the planning system of the
firms. | | |

In the industry and company section attention was

directed to management's expectations of future firm growth.
This was approached from different perspeétives. For each:
firm_the average percentage growth rate over_;he ?ést_fivé
years and the anticipated future growth rate erAeach.Qf
industry and_company sales wexe obtained. Managementfs
atti£udes towérdsfboth ihdustry and company performance and
future growth expectancies were also obtained. These were
scored on a three point scale. The interviewee.was.also
asked £o indicate his industry's growth stage. AIndustry
growth stage was defined relative to gross national product
growth ratés.

| The internal data and control seqtion was primarily
interested in the»piocesses empléyed.by‘the firm for main-
taining and cdntrolling day to day operations. Traditional
management infprmation systems used for these purpbses wére
discussed and assessed. These included the firm's operating

statements, and its annual profit plan or budget.
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1 The fdrecasting~section, conéidered the methods.used ta
assess future company and industry growth and maﬁégement
operations. Inquiries were made of traditional management
information’systems used for these purposes and for any |
uhique to the firm. Specific. discussion was directed to:
the one year market and sales forecast, the.greater than one
year.market and sales forecast, the financial forecést, the
production facilities forecast, the personnel forecast, andﬂ
the non-accounting staff employed by the firm.

The formal planning systems section was primarily.
interested in the formal long range pian prepared by the
firm. Consideration was given_ﬁo its existence; format,
process bf preparation and whether it contained quantifiable
objectives. Strategy with conditional a;ternatives.wasialso
taken into consideration. |

) ihe'supplementary section pfobed>other areas to p£qvide
¢la£ification of the above systems‘and_to discovery events
énd variables'which-may have significantly altered;the
pianning systems in the past few yéérs; ‘These\iﬁcluded:
the strength and wééknesses of the firm and its competitors,
the 'ownership of the company, the autonomy alléwed and
received, the envirsnméntal monitoring process -- both
formal.and infbrmal, the reéearch orientation of the firm,
the diyersification attitude Qf the firm,‘and the major
decisions which the firm anticipated it ﬁould hé&e £o~take
'in;the ﬁext‘few years. Usually.these.d15cussions increased

our understanding of the firm's planning ptocesses.
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Industry and Company Selection

The selection of sample firms attempted to obtain a

. wide cross section of firm growth expectancies. This was

done by concentrating on industries pefceived-to be of -
either high or low growth. It was believed that with a wide
distribution of growth expectancies the possible planning
processes differences associated with firm growth.expec—
tancies would be uncovered, if they existed.

Selection of sample firms also considered firm stfuc—
ture. To capture a féirly comprehensive perile.of the
planning processes in sample firms withinfthe‘expeéfea
allotted time of an interview, an attempt was made‘tQ.Select
indugtries with less complicated. £irm structures;_nsimpler‘
firm structureslare found in single or dominant;product,n
firms. Products were broadly defingd in‘terms of the
traditional relationships the firm has with its technology
and customers. Fi;ms with a high préportion_of related and
uhrelated products tend to have very complicated organiza—
tion structures and managerial practices.l ~These firms
could be exéected to have morébcompliqated‘long fangé
planning processes. Induétries were conseqpeptiy chosen

where the firms tend to be predominately single or dominate

lFor further explanation of these management principles
see for example, Chandler, A.D., Strategy and Structure,
M.I.T. Press 1962, and Wrigley, L., Divisional Autonomy and
Diversification, unpublished DBA dissertation, Harvard |
Business School, 1970.
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product.

_in-Canada there were a number of industrieé composed
mainly of single product firms. A number of these indus-
tries also projected either slow orvhigh growth. .Within
each of these industries an attempt was made tQ'COntact all
of the major firms. The industries chosen wére; wine, |
sports equipment, carpets, yachts, packaging, meat packing,
business machines, beer and distillers. The number of
sample firms in each of these industries is shown in the
distribution of data section which follows in this.chaptér.
Tﬁe épecific sample companies are shown in Appeﬁdiﬁ;VI.

The Personal Interviews

The personal interview approach was chosen to obtain
the required planning process information_dverAthe.mqre
common mail survey questionnaire approach. While a survey
méil questionnaire approach offerred cost savings, it
appeared to be particularly inappropriate inAthe circum-
étances. The prospects of a high non-response rate and the
=fearAthat returped questionnaires would héve bgéh_complefed
by»ihadequate1y}informed subordinates ruled out this approach.

The néédvto-obtain planning information from the'
perspective of the chief executive‘officer confirmed the
desirability of personal interviews. An assessment of each
firm's actual planning process could only be obtained by
interviewing top managers. Interviews with corporate staff

planners wete likely to result in theoretical descriptions

of the firm's planning systems. The two‘reséarch interviewers
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were well received. Our experience with the interviews was
that reasonable insights weré given . about each.firm's.
planning process. A list of the companieés interviewed and
the interviewee's name and title is attached as Appendix VI.
Many - top managers stated during the intérviews they could:
not have given fhe requésted informatipnlby mail.
Our approach to the interviews was as follows. The
Secretary of éach company was contacted by telephone. He
was asked to arrange an interview with the President or if
nedessary.an alternate actively involved in the majox
resource allocation decision—making process of fﬁe firm, A
requegt'Was made for approximafely one and_one—half hours of
time. A fqllpw—up letter confirming and‘exp;aining Quf
needs was-méiled, The interviews wefe tﬁe'maximumitime‘that
céﬁid‘bg reasonablylobtéined.. It.proved aaequafé to»break
?own Fhe-natural commpnication»ba;riérs and diéqﬁss‘the 
planning procesé. To‘ensure ffankneSs,alpromisevof_qon—
fidentially with respect to detéils within each fi:ﬁ was }
made.
fpc;eased openness was achieved by playing aown re- : |
guestSvfo; confidential financial informatipn and‘pon§en— |
trated oh the planning process. Many of the fi:ms.were
private companies and‘aggressive_requests for unpublished
:fipgﬁcial.informétion were bound to limit the responses to
the planning probes; Requests‘for financial‘datalconceh~.

trated on sales growth and performance attitudes.
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Methods of Categorizing the Planning Process Elements

Investigation of associations between management's

expectations of fﬁture‘gr0wth and planning required a method

for categorizing each of the planning sub-processes. Review

of the planning literature did not uncover any such method.

Categories were therefore developed for this study. The

categories were devised after the interviewing had been

completed and prior to any analysis. They were not influ- -

enced by the subsequent analysis. .The specific planning

elements chosen for categorization were management infor-

mation inputs most commonly used by the interviéwed firms.

The planning elements that were categorized are:

the'nature of the

the nature of the

the type of staff

the nature of the

the_nature of the

sales forecast,

the nature
the nature

the nature

- the nature

of the
of the
of the

of the

operating statements employed,

annual profit plan,

‘specialists employed,

one year market and sales forecast,

greater than one year, ﬁérket and

financial forecast,
production forecast,
personnel forecast, and

formal long range plan:

These elements may not present a fully domprehensive profile

of the planning process within each firm. They are, how-

ever, indicative of the actual formal strategic planning

process in the firms. Because of the explorative nature of

the study, we have not attempted to justify the particular‘
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elements chosen and the categories developed for them. This
task has been left for future research work on planning.

For each of the planning.elements, categories'varying
from two to five were developed. The number of categories
for each element was determined by the nature of the element
and thevoperationalrability to discriminate between_theh'
varYing levels of sophistication observed. For each of the
chosen planning elements the categorization Scheme wae based
on particular criteria. A brief description of the criteria
used in each pianning element follows. .More complete
descriptions are shown in Appendices VII. |

The»cetegories for the planning element operating
statements were based primarily upon the‘nature_eﬁpthe
break@owns in the statements and the time ecope_empipxed,
seeondary.consideretion.was given to the length_or time it
took to obtaln the statements, by whom they were prepared
thelr accuracy and their intended purpose. A description of
these categeries appears in Appendix VIii-1.

The.categories for the planning.element ennnal profit
plen were based primarily on the nature and source oﬁlthe
information ueed in their preparation. :Secondery'consider—‘
ation was given to the breadeWns employed, the time eeope
inﬁolved.and the reasons for preparing them. ,A:deecription
of these categorles appears as Appendlx VII -2. |

Four categorles of staff spe01allsts avallable 1n51de |
the firm were created. The four categories were operatlng

staff, environment monitoring staff, forecasting specialists,
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and planning specialists. ' Operational staff Wasfdeﬁineg.as
specialists whose purpose was to help line managéfs with day
to day operational problems. An exclusibn Was made of.
écééuhting staff. Environment monitors were defined as
spééiélists whose purpose was to séan the firm's envirbnment
for pétential specific and general opportunities ana prob-
lems. Forecasting specialists were defined as staff people-
whose task was to project the future nature of wvariables
affecting the firm. Some examples were market forecasters,
economists, etc. Planning specialistS‘were;defined as staff -
whose task was to aid_and/or prepare long range plans.

The categories for both the market and sales forecasts
for one year and the market anﬁ_sales fdrécasts fot greater
than one year were based primarily on the -nature of_theA'
information inputs. Secondary consideration wés giyep'fo'i
their detail:ahd time scépe. Description of these cate;
gories appears és Appendix VII-3 and VII—42

The categories for each of the financial,zproduCtion,_.
and personnei forecasts were baséd primarily on the.ﬁature
of the forecast, the information inputs and tﬂe feasons for
its preparation. Desériptionslof these categories appear as
Appendix VII-5, VII-6, and VII-7. The categories déveloped'
for the formal long range plan itself were based primarily
on the comprehensiveness of the plan's content. A descrip-

tion of these categories appears as Appendix VII-8.
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Distribution of Data

Due to the limited sample size, it was necessary to
merge some of the above categories during the analysis.
This contraction resulted in some loss of information in

favour of statistical meaningfulness. The remaining smaller

B SN BN Em =a

number of categdries, however, still permitted discrimina-

tion among the firms. A summary of the distribution of the

40 sample firms among these contracted categories follows.

. Distribution of Sample Companies

% of

No. of
Companies Sample
‘Wine Processors 4 10.0
Sports Equipment Manufacturing 5 12.5
Carpet Manufacturing 4 10.0
Yacht Manufacturing 4 10.0
Packaging Companies 4 10.0
Meat Packers 4 10.0
Business Machine Companies 10 ~25.0
Beer Processors 2. 5.0
Distillers 3 7.5 -
40 100.0%
Distribution of Comggniés By Sales Size
No. of % of
Companies Sample
Under $15 million 14 35.0%
Over $15 million and ,
under $71 million 12 30.0%
Over $71 million 14 35.0%
40

- 100.0%
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Distribution of Companies By Asset Size
No. of % of
Companies Sample
Under -$20 million ~ 10 . 50.0%
Over $20 million 10 : 50.0%
200 100.0%
Distribution of Companies By Employee Size
No. of % of .
Companies Companies
Under 1000 14 60.9%
Over 1000 9 39.1%
23 100.0%
- Distribution of Past Industry Sales Growth
‘No, .of ' % of
Companies . Companies
Under 13% = , 15 o 53.6%
Over 13% o : 13 T 46,43
- | 26 ©100.0%
:Distributibn of Expected Future Industry Sales Growth
No. of % of -
Companies Companies
Under 13% - .. | | 17 . 54.8%
Over 13% . 14 45.2% .
31 . 100.08%
Distribution of Growth Stage
No. of = . | % of
Companies Companies
Slow to Mature 13, L "33.3%
High o | 26 . 66.7%
39 ~100.0%
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Distribution By Attitudes to Future industry Prbspécts
No. of ' % of
Companies Companies
Problems to Fair 8 24.2%
Good . 12 36.4%
Excellent 13 39.4%
33 © 100.0%

Distribution By Attitudes to Past Performance

No. of ‘ % of
Companies Companies
Problems to Fair ' 8 'Hél.l%
Good . 17 44.7%
Excellent 13 34.2%
38

100.0%

Distribution By Attitudes to Future Performande

No. of . % of
Companies Companies
Problems to Fair 5. © 13.9%
Good .16 44.4%
Excellent .15 . o 41.7%
36 100.0%
Distribution By Past Company Sales Growth
No. of % of
Comganies Companies
Under 11%8 - = 14 © 36.8%
Over 11% and under 18% 12 " 31.6%
Over 18% 12 31.6%
38  100.0%




Distribution By Expected Future Company Sales Growth

No. of % of
B Companies Companies

Under 11% _ .15 - 38.4%
Over 11% and under 20% 12 . 30.8%.
Over 20% 12 30.8%
39° ©100.0%

Distribution of Operating Statement

No. of % of
Companies Companies
Minimal 12 | 15%
Moderate : 10 .- . . 25%
Comprehensive o018 - 60%
40 - 1008

——
— [ ————

Distribution of Annual Profit Plani

No. of "% of

Companies Companies

Minimal o ' 15 37.5%
Moderate , 9 22.5%
Comprehensive ‘ S le 40.0%
40 -100.0%

ﬁiStribution of Market. and Sales Forecasts
Greater Than One-~Year

No. of % of

Companies A Companies

Minimal . - 15 ' 37.5%
Moderate 14 35.0%
Sophisticated 11 o . 27.5%
| | 40 100.0%
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Distribution of Market. and.Sales. Forecasts

Greater Than Orie—~Year

Minimal

Moderate
Sophisticated

Distribution of Forecast Categories

No. of
ComEanies

% of
Companies
50.0%

25.0%
25.0%

100.0%

Financial Minimal
Moderate '
Sophisticated

Production Facilities
Minimal
Moderate

Sophisticated

Personnel Requirements

Minimal .
Moderate
Comprehensive

No. of

ComganieS'

15 |

Ry | nad N
O o~ W

% of
'Cqmganies

11
30.0%

100.0%
47.5%
-30.0%
22.5%
100.0%
~.57.5%
17.5%
25.0%

. 100.0%

Distribution of Formal Long Range Plans

Noné h
Low
Medium to High

No. of
Companies

20
9
11
40

% of.

Companies

'~ 50.0%
22.5%

o

100.0%

.{;0 .
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Analytical Procedures

'4To determine if there were associations between each of
firﬁ size and management's expectations of future growth.to
the planning process common statistical techniéues were
emploYed. In the -analysis the Chi—SqUare test Was appiied
to the categories of firm size, of firm gréwth;-and of the
planning process elements. This test 'is an appropriate
statistical technique fbr testing whether significant
differences exist between observed categorial responses and_;
what would be expected if no differences existed among the
categpries.‘ There is a convention inﬁapplibatioﬁ of this
statistical test. This convention stétes.tbe‘test should
not.be used when more than 20% of the expected frequences in
any cell are less than five (Cochran, 1954). Becauée.offthe
sma;; sample size_this convention was occasionally viq}aﬁed
marginally iq the analysis. This yiolation when it Qécurfed
had iny minimal effect and d4id hot affect the genéral
thrust of the aﬁalysis and its conclusions. Vsiﬁplé ratios
and proportions were also used-in the analysis.

Summarx.

This ;hapter has described the nature of the research
me;hodology.of a study based_on'éersonal intervie@s_invéstif
gating associations between each of firm_giie and firm
growth éﬁpeqtancies to the practice_of‘long range plgnning.
The chapter presented: an overview of_;hé research design,
the interview guideline, industry and company-selection, the
personal.interviews,_methodé of categorizing the planning
process eleﬁénts, distribution of data, and analytiéal

procedures.
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Chapter 4

ANALYSIS OF FINDINGS
LONG RANGE PLANNING PROCESS:

FIRM SIZE AND EXPECTATIONS OF FUTURE FIRM GROWTH

. This chapter summarizes the analysis and findingszof

the research described in the previous chapter. Relation-

ships between the long range planning process and each of

firm size and firm growth expectancies were assessed. . The:

data used in this study was obtained by interviewing top |

managers in a sample of 40 firms. Analysis of thlS data

1ndlcated the follow1ng tentatlve flndlngs.

-

a positive association existed between long range
planning, both in terms of the number of planning
sub-processes and thelr comprehen81veness, and

‘flrm size.

a negatlve assoc1atlon ex1sted between long range

‘planning, both in terms of the number of planning

sub~processes and their comprehens1veness, and
expectatlons of future erm growth.

the long range planning process appeared to be an
evolutlonary process whose development was closely
linked to the firm.cycle in terms of s1ze and
growth.

in the differing firm cycles of size and’growth

. particular planning processes received more’

managerlal empha51s.

The discussion follows under the headings.of; compari-

son of firm size with the planning sub-processes; firm size

and emphasis on the individual planning sub-processes;

comparison of management's expectations of future firm

growth with the planning sub-processes; firm growth and

emphasis on the individual planning sub—processes; compari-

son of firm growth expectancies with firm size;

the interaction
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of growth expectancies, firm size and the long range pianr
ning process; and the summary of findings. Theachapter
concludes with a discussion of the findings.

Comparison of Firm Size with the Planning Sub-processes

This sectiOn presents, in detail, the comparisbn of
firm sales size to each of the eight'planning.sub—prOCeSSes.
and to the formal long range plan. Firm size-was also
measuied on the basis of asset size and employees size. But
since information on these two latter size measurements,Was.
obtained.for only a portion of the sample,'the analysis with
these variables\was_not as statistically reliable. These
analyses did support, however, the resu;ts'pbtained;in the
comparisons with sales size. For these reasons, the com-
parisons with:each of asset size and employees_eizeiare not
presented in this report. Whenever these particular com-
parisons did-not Snpport the sales size eomparison with the
élanning eub—process,Anotation of the ekception is made.

The elght plannlng sub—processes and the formal long range
Dlan are descrlbed in Chapter 3 and Appendlx VII of thlS H
report. |
| A summaronf these nine comparisons is presented in
this chapter at the beginning of the.section‘immediately
following this section. The reader’whb is not interested in
the detailed comparisons may prefer to proceed. directly to

that section.
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Comparlson of sa]es size with the type of operatlng

statements employed by the flrms fOllOWS'

Firm Sales Size

Operating Statements Small Medium = Large

‘ N=14 N=12 » N=14

Minimal = 57% 25% 7%
Moderate 36 33 : 7
Comprehensive . 7 42 86

Chi—Square statistical significance .00.

Thefe was. a strong.pésitive aééociation'betwéen firm»'
éale size.and .the comprehensiveneSSgof:the operétihg sfate—,
ments. Larger firms had more comprehensive.Opéréting
statémentsf 86% of the large firms had comprehen31ve
operating statemgnts compared to 42% and 7% for the medlum

énd'émall size firms. Only 14% of large firms had minimal

or mOderaté:operating statements comparediﬁd 58% and 93% for

the medium and small size firms. Thié:finding'indicated-

-  As firms increase in size the sophlstlcatlon of -
the operating statements 1ncreased

fCompariSOn7of‘sales size with the annual prOfitlplan

showed: -
o o . Firm Sales Size.
Annual Profit Plan T Small "Medium  Large
N=14 N=12 = N=14
Minimal _ o 71% 25% . 148
Moderate S 29 25 - 14
Comprehensive , 0 50 72
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The above table indicated a strong association between

firm size and the comprehensiveness of the"ahnual profit

plans. 71% of the small firms had annual profit plans.in

the hinimal category. In the medium size category,‘SO% of
the firms had comprehensive annual profit plans. 'In-the
large'size firms the<proporticn of ccmprehensive annual
profit plans increased to 72% These'resdlts ihdicated:

- As firms increase in size the’ sophistication of
the annual profit plans increased
Comparison of firm sales size with whether or not
specific types of staff specialists existed within the firm

was as follows:

Firm Sales Size

Existence of Staff -~ Small  Medium . Large
Specialists by Type of Staff N=14 . N=12 N N=14
Operating 7% 33% _.‘ 7l°‘
Environment 7 0 43"
Prognosis 7 8 36
Planning 0 8 57

Large firms had more staff speciaiists'in each of. the
four‘staff.categories than ‘did medium and small size firms.
In each of the four staff categories a significant'propor—
tion of the large firms indicated the existence of these
staff in their organization. Thelmedicm siae.firms had a

s1gn1f1cant proportion of staff only in the operating staff

category 'Small firms seldom had any staff speCialists.

~ These findings 1nd1cated.

- As firms increase in size the incidence of oper-
ating staff specialists increased. .



.51;
- Large size firms had more “other" types of staff

specialists than medium and small size Ffirms.

Comparison of sales size with the market and sales

forecasts for one year showed:

Firm Sales Size

One Year Market and - Small Medium Larg
Sales Forecasts - N=14 N=12 N=14 }
Minimal _ 71% 33 7%
Moderate 22 42 43
Sophisticated 7 25 50

Chi-Square statistical significance .00.

A5strongnpositive_assogiation between,ﬁifm.size,and.the
degree of sbphistipation in the one year market and sales
forecasts was demonstrated. Large size firms placed 50% in
Vthe'sophispiqated.category, compgred to 25%.and i% fgr the
meaium and small size firms. Medium size firms had'higher
Qroportions in boéh'the sophisticated ahd‘mbderate.céte—
Gories than did small size firms. This finding iﬁdicated:'

= As firms increase in ‘size, the sophistication of
the one year market and sales forecasts increased.

-~ Comparison of sales size with the market and sales
forécasts for greater than one year resulted in the follow-

iﬁg:



: Firm Sales Size
Greater Than One Year Small Medium Large
Market and Sales Forecasts N=14 N=12 N=14
Minimal - 79% 42%. .. 29%
Moderate ' 14 . 33 29
Sophisticated : 7 25 C. 42

Chi-Square statistical significance .08.

A‘strong.positive association existed betweenffirm.size
and the sophistication in the 'greater than one year' market,
and sales forecast. 71% of the large S1ze firms had sophls—
ticated.and moderate forecastlng procedures as‘compared to

58% and 21% for ‘the medium and small size f;rms. " This

finding indicated:

- “'As:firms increase in size the sophistication of
.the 'greater than one year market and sales
forecasts increased. T :

Comparlson of sales size w1th the flnan01al forecasts

ylelded the follow1ng'

" Firm Sales Size '

Financial Forecasts -Small Medium Large
E ~ - N=14 N=12" = KR=14
Minimal ‘ 50% 17% 14%
Moderate 36 33 22
Sophisticated - 14 . 50 64

Chi-Square statistical significance .06.

A strong pos1t1ve assoc1atlon ex1sted between firm size
and:the»s0ph1st1oatlon in the_f1nanc1al forecasts. Small
size firms had 50% in the minimal category, compared to 17%

for medium size firms, and 14% for large size firms. Medium
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¢i7e.firms had 50% in the uophieticated cafegory; coﬁpared
to 64% for large firms, and only 146 for small firms. This -
finding indicated- | | |

- As firms ‘increase in size the sophistication of
the finanCial forecast increased.

Comparison of sales size with the prodnction faCiliﬁies
requirements forecast the distribution appeared as'follows:l

: S S : "Firm Sales Size
Production Facilities Small Medium = Large

Forecasts : _ : N=14 N=12- = N=14-
Minimal R 64% 42% 36%
Moderate 22 33 36

Sophisticated : 14 25 o 28

Chi-Square statistical test - not significant.

These findings showed small firme were leeexlikelylﬁo
have,mere eophisticatedAprodnction faeilitiesVforecasts'than
medium and large size firms. 14% of the small salesifirms
had sonhisticated production faciliﬁies forecasts, compared
to 25%‘for the medium size, and 28% for the'large~siae
firms.: There was little difference, however, in the~pro~
portions shown for the medium size and large Size firms,
although the large firms had marginally higher proportions

in the moderate and sophisticated categoriee. Differences

. cannot be inferred from theee.findinge between the medium

and large size firms. This finding indicated:

=~ . There may be no relationship between sales size
" and the level of development of the. production
faCilities forecasts. :
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. Comparison of the sales size with the personnel fore-

casts produced the following results:

Firm Sales Size

‘ Personnel Forecasts Small Medium = Large
N=14 N=12 " N=14

Minimal 643 5885  50%
Moderate 14 42 _ 0
Sophisticated 22 0 50

Chi-Square statistical significance .08. -

The practice of preparing personnel requirement fore-

casts was not widespread. It appeais that the propensity to

prepare tends to increase with firm size. 64% of the small

firms did not prepare or prepared a bare mihimum forecast,

compared to 58% for the medium size firms and 50% for the

. iargé size firms. 36% of the small firms prepared moderate

or sophisticated forecasts, compared to 42% for the medium
size firms. 50% of the large'firms.préparéd sophisticated

forecasts. Large“firms_sPlit evenly between the two ex-

tremes of either barely preparing a forecast or preparing a

'reiatively sophisticated forecast. None of them prepared a

modérately sophisticated forecast. These findings would
appear to indicate:

- - Large size firms had more sophisticated personnel
forecasts than small size firms. o "

Cbmparison of sales size with the exisﬁence of formal

1qng“range plans derived the following:
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: : .FirmASales Size.
Formal Long Range Plans Small  Medium Large
. N=14 N=12 N=14
No Formal Plan 86% 33% 28%
A Partial Plan . 7 42 - 22
A Complete Plan ) 25 - 50

Chi-Square statistical significance .0l.

There was a strong positive association between firmﬁ
size and the existence of and comprehen51veness of the
formal long range plan- Large sales size flrms tended to
have more highly developed formal long rangg plans‘than
smaller sales size firms. 86% of thé smail firms had no’
ﬁormai lo@g range plan. Whereas for medium size firms,‘42%
had‘partial'formal long ranée plans; and fbr 1a£geiéize
firms,550% had complete formal long range plans. These
flndlngs 1ndlcate that- |

- . As flrms increase in size the formallty of thelr
long range plan increased. '

The tWO_other variables used as support variables for
the'méasUrement 0f firm size; asset and'em916Yees_sizé,
brodﬁced_Similar comparisons. Information was Obfainéd on
aSSet“siZE'fof ohly 20 of the 40 sample'firmS'and on em-
blbYeés‘Size for'only 23 ofuthe 4d_samp1é'firm§. Examin-
afibn of the‘comparisbns of these two size variables with
each of the nine planning variables showed the same general
patterns and directions. For clarity of presentation these

comparisons are not shown in this report.
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In snmmarj, there existed a strong positiVe’assoCiation
between.flrm size and the formal long range planning pro-
cess. Comparing each of the chosen eight planning sub-
prodesses and the formal long range plan with firm sales
size.indicated the existence of thls relationship. Laréer
firms had more highly developed-planning sub—processes and a
more formal long range plan than smaller firmsa .On.this
basis, it appears larger firms practiced more formal.long
range planningsthan smaller firms. |

Firm Size and Emphasis on the Individual Planning Sub-processes

This section presents the analysis investigating how
the planning sub-processes and the formal long range plans.

have differing emphasis in the three firm sizelcategories.>

- The folloWing table summarizes the comparisons presented in

the prev10us sectlon.‘

In the above table.dlfferent plannlng sub processes
were empha81zed 1n the three dlfferent firm size categories.
Clear dlstrlbutlons were ev1dent between small and medlum \
size flrms; whereas only mlnlmal dlfferences ex1sted between
the medlum and large size flrms. To 1solate these dlffer—
ences, attentlon was dlrected to the comprehenslve and
moderate categories for each of the elght plannlng process
elements. For dlscussion pnrposes arhitrary cut-off limitsv
Were.set.‘ If greater than 50% of the firms in aAparticular

size category were in the comprehensive category of a

'planning‘process element, then that size‘category“was

'COnsidered to put gigh priority on that planning sub-process.
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SUMMARY OF THE COMPARISONS OF FiRM SIZE
TO THE PLANNING PROCESS ELEMENTS .

o : : Firm Sales Size
Planning Process Elements Small-%s Medium-%s Large-%s-
Operating Statements:

~ Minimal 57 25 7

- Moderate 36 33 7

~ Comprehensive 7 42 86
Annual_PrOfit Plan:

~ Minimal 71 25 14

- Moderate \ 29 - 25 14

' ~ Comprehensive -0 50 72
One Year Market and

Sales Forecast: ° A

- Minimal 71 33 7.

~ Moderate | 22 42 43

~ ' Sophisticated 7 25 50
Greater Than One Year

Market and Sales Forecast:

-~ Minimal 79 42 29
"~ Moderate 14 33 29
- Sophisticated 7 25 42
Financial Forecast: |
- Minimal 50 17 14
~ Moderate _ 36 33 22
- Sophisticated © 14 50 64
‘PréductiQh’Forecast:'
- - Minimal 64 42 36
~ Moderate 22 33 36
- Sophisticated 14 25 28
PersonnellForecast: A
- Minimal 64 58 50
- Moderate 14 42 0
- Sophisticated 22 0 50
Formal-Long_Rahge Plans:
- No Formal Plan 86 33 28
- A Partial Plan 7 42 22
- A Complete Plan 7 50
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Tf the percentage was between 25% and 50% then the'SiZe

category was considered to putAMedium Priority on the

‘process. If the percentage for the moderate category was

greater than 259 then the partlcular size category was
con51dered to put Some Prlorlty on the process.

In the large firm size category High Prlorlty emphasis
was put on:

- .operating statements,

annual profit plan, and

financial forecasts.
Medium Priority emphasis was put on:

one year market and sales forecasts,
greater than one year market and sales forecasts,
‘:productlon forecasts, :
" personnel forecasts, and
formal long range plans.
All,ofythe.eight planning process-elements.received either
High or Medium Priority emphasis in the large size firms...
The medium size firm showed somewhat different results.

None of'the planning process elements received High Priority

- emphasis. Medium Priority emphasis was put on:

operating>statements,
annual profit plan, and
flnan01al forecasts.

" Some Prlorlty was put on:

one year market and sales forecasts,
greater than one year market and sales forecasts,

- production forecasts,
personnel forecasts, and
formal ‘long range plans.
Whlle the degree of emphasis dlffered from that of the large‘
slze flrms the pattern_was srmllar, In each size category(

most’emphasis was placed on the operating statements, the

annual profit_plahsfand the financial forecasts.
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In the small firm size category none of the planning

process elements received High or Medium Prlority emphaSis.

Some Priority emphasis, however, existed on the three of the

eight planning'process elements. These were:

operating statements,

annual profit plan, and

financial forecasts.
Again, the pattern seemed similar to that found in the
medium and large size categories; This pattern indicated
that planning builds in an evolutionary manner. Attention
appears to be directed to the operating statements, annual
profit plans and financial forecasts. Subsequent to de-
veloping some competence with these, emphasis appears to
follow on the other planning process elements. |

in an attempt to investigate how this emphasis de—i
veloped the follow1ng analys15 was conducted This analy—
Sis attempted to assess whether logical changes in both the
degree of SOphlStlcathn and input emphaSis eX1sted as firms
grew from small to medium to large Size. Of course, thlS
1nvolved assumptlons that a 1ong1tud1nal growth process
occurred _and that it was acceptable to attempt a comparlson
with data that measured different firms of different sizes
and not the same firms whose size and planning processes
.were measured over time. Nevertheless the analysis did
produce reasonable results.

In thlS analy51s, the moderate and the comprehenSive

categories of each of the eight plannlng process elements

were consldered Ratios, for each of the planning process
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elements were computed. These ratlos were the proportlons,
in each of these two categories, fbr.the.medium size firms

over the small size firms. Similar computations were made

for the large over the medium size firms. In a fashion,

. this simulated the growth from small to medium size and from

medium to large size. The results were as follows:

PLANNING PROCESS ELEMENTS,
RATIOS OF THE PROPORTIONS IN THE MODERATE
AND COMPREHENSIVE CATEGORIES,
MEDIUM OVER SMALL SIZE FIRMS

Medium QOver Small: Size

Planning Process Elements Moderate Comprehensive
Operating Statements .92 , © 6.00
Annual Profit Plans _ .86 Large
One Year Market and - -
Sales Forecasts ~ o 1.91 ‘ . 3.60
‘Greater Than One Year Market ‘ -
and Sales Forecasts 2.36 ., ) . 3.60
Financial Forecasts ‘ .92 ‘ "3.57
. Production Forecasts 1.50 1.79
Personnel Forecasts . .3.00 ‘Small
Formal Long Range Plans © 0 6.00 . 3.57

" The ratios of the~medium over small size firms indicated the

proportlons 1n the comprehen51ve and ‘moderate categorles,
for each of the plannlng process elements, 1ncreased drama—
tlcally in the tran51t10n from small to medium size firms.
For_the‘comprehens&ve category the largest ratios Qexe in

the operating statements and the annual profit plan. This

was interpreted to mean as small size firms greW{to medium

size, substantial emphasis was placed on improving. these

p;anningvelements.
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"It would also appear that the transition from small to

nedium size involves the institution of comprehensive formal

iong range~p1anning. This interpretation is‘hased on_the
ratios shown on the 'formal long range plans' and the other
planning process elements. In the moderate and comprehen-
sive categories for formal long range plans the ratios were
6 and 3.57 respectively. This indicated substantial First
efforts to initiate and produce a formal long range plan.

The ratios of 3.6 in the comprehensive~oategory for each of:

the one year market and sales forecast, the greater than one'

‘year market and sales forecast, and the flnanCLal forecasts,

were consistent with the initial preparatlon of a comprehen-
51ve formal long range plan. All of these sub-process
1nputs are necessary for a formal 1ong range plan.:.All of
them_ex1sted to mlnlmal degree in the small s1zeﬂf;rms} It
would appear that empha31s substantlally 1ncreased on them
in order to fa0111tate preparatlon of a formal long range
plan,

In the transition from mediuﬁ to large size,_all of the
nlanning process elements increased in sophistioation.'.;n
the)following table under the columns 'Large over;Mediun
Siée?, eachnof the ratios for'the planning:prooess eiements,

under the comprehensive category, were greater than 1.
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PLANNING PROCESS ELEMENTS, ‘
RATIOS OF THE PROPORTIONS IN THE MODERATE

AND COMPREHENSIVE CATEGORIES,
LARGE OVER MEDIUM SIZE FIRMS

Large Over Medium Size

Planning Process Elements Moderate - Comprehensive
Operating Statements ' .21 2.05.
Annual Profit Plans .56 o 1.44
One Year Market and

Sales Forecasts 1.02 2.00
Greater Than One Year Market

and Sales Forecasts .88 ~ 1.68
Financial Forecasts .67 1.28
Production Forecasts 1.09 1.16
Personnel Forecasts Small . Large

Formal Long Range Plans .52 ’ g ~2.00

All of the plannihg precess'eiemenﬁs reeeived emphaSis, but,
none increased substantially . The tran51tlon from medlum to
large. 51ze was not as dramatic in terms of plannlng as the
small to medlum size transition. The ratios show all the
planningzprocess'elements receiving increased emphaeis.
AddiriOn of moderate and comprehensive category. rafibs
1nd1cates that - ‘more emphasis falls on the two market and
sales forecasts plannlng elements and the formal long range

plan.v

Comparlson of Management's Expectatlons of Wuture Firm
Growth with the Planning Sub-processes .

'This section presents, in detail, the comparisons of

'expeetations of future firm growth to each of the planning

sub-processes and to the formal long range plan. The format
and the analytical procedures are similar to those presented
in a previous section of this ehapter concerhing firm size

and the planning sub—proceSSes; . Growth was measured in a
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nunber of ways. These included: past industry sales
growth; future industry sales growth; industry growth stage;

management's attitude to future industry prospects; manage-

.ment's attitude to past company performance; management's

attitude to future company prospects; past company sa1es

growth; and estimated future company sales growth. Manage-
ment's expectations of future cémpany sales growth was'f |
considered the major measure. Its analysis is presented in
detail with this section. A brief discussion of the results
obtéined in the.énalysis using these other grdwtp measures
follows the detailed éomparisons, A summary Qf‘these__
comparisons isﬁpiesented at the begihning of the section of
this_chépter immediately following this section. Readers
who @ay noﬁ be intereéted in the detailé of thé‘indiyidual

gpmpaxiSon.may prefer to proceed directly to that section.

Comparison of management's ‘expectations of‘future-

company sales growth with the type of operating statements

follows: .
: Growth Expectancies - Sales
Operating Statements Low Medium High i
N=15 N=12 N=12 . ‘
Minimal 133 253 58%
Moderate 20 50 N
Comprehensive 67 25 34

Chi~Square statistical sighificance .02.

There was a strong negative association between sales

growth expectancies and the comprehensiveness of the operating
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statements. . As the growth expectatlons rose, ‘the comprehen;
siveness of-the operatlng statements decllned.b For example,
67% of the comoanles with low growth expectan01es, versus -
25% of the medium and 34% of the high growth'exPectancy
companies, had comprehensive operating statements. 50% of:'
the‘medium growth expectancy companiee had moderately _'
comprehensive operating statements. 58% of the high growth
expectancy had minimal operatihg statements. This fihdihge‘
indicated° | |

.= As firm growth expectaricies decline the SOphlStl—
cation of their operating statements increased.

Comparison of management's expectations future company
sales growth with the annual profit plen-Yielded the fol-
lowing results. »

Growth Expectancies - Sales

Annual Profit Plan ‘ .Low Medium - High
S o N=15 O N=12 N=12
Minimal o 20% : 33% 67%
Moderate 27 25 © 16
Comprehensive - -~~~ .. 53 ST 427 17

In this table 53% of the.iow‘growth firms hed compre-
hensive annual profit plans. This.oompared‘to'42% and 17%
for the medium and high.growth c0mpahies.'.67%_of‘the'high,
growth had minimal operating, compared to 33% end 20% for
the medium and low growth firms.: The dlfferences between
the hlgh growth firms and each of the medium and low growth
éategories were pronounced. There was a less pronounced but

similar difference. between the medium and low growth cate-
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gories. These results indicated:

- As firm growth expectancies decline, the sophis-
tication of the annual profit plan increased.

Comparlson of management's expectations of’ future
company sales growth with whether specific types of staff -

specialists existed within the firm was as follows:

Existence of Staff Growth Expectancies - Sales
Personnel by Type Low - Medium High
of Staff = .. - N=15 - TN=12 - N=12
Operating - . . ~ 53% 50% 67%
Environment: . ’ 40 . . 0 8 .
Prognosis .47 0 0
8

Planning . 33 15

With theé exception. of operating staff persohnel; low
growth expectancy firms had more staff specialists available
than moderate or high growth expectancy firhs.“=0porafing |
staff spec1a11sts were found to ex1st 1n one~half to two-
_thlfgs of all*of; low, medlum, and hlgh growth flrms. ~In
esch.of the oategories'of environment staff, prognosls staff
and ﬁianﬁing staff, these staff specialists existea.to the
egfent of approximately 40% in the iow growth firms. In the
medium_énd high growth expectancy firms these three types of
staff sﬁecialists were almost non-existent. These ffndings
Aindicated: |

—- A Firms with high or medium growth expectaocies had

"less environment monitoring, forecasting, and
planning staff specialists than firms with low
growth expectancies.. :

- The existence of operatlng staff did not vary with
 firm growth expectanc1es.
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The results of a comparison of management's expecta- -
tions of future company sales growth with the one year

market and sales forecasts were as follows:

Growth Expectancies -~ Sales:

One Year Market and Low Medium High
Sales Forecast N=15 - . N=12 N=12
Minimal ‘ 20% 42% 59%
Moderate : . 27 - 42 33.
Sophisticated . 53. 16 8

Chi~Square statistical significance .07.

. The eophisticatioh of the one year market(and sales
forecast was negatively associated with the growth ekpec~
tancies of the firms. .53% of the low-growth~firms had
comprehen51ve one year market and sales forecast, whereas
only less than 20% of the medium and the high growth firms
were comprehensive. The high growth firms had 59% in the
ﬁinimal‘Category compared to declining proportions‘for.the'
medium’andTIOW grthh firms. The high'grOWth firms had
1ower proportlons in each of the sophrstlcated and noderate
categorles than do the medlum growth flrms. These f;nd;ngs
1nd1cated that: o

- ~As flrm.growth expectan01es decllhe, the SOphlSt

tication of the one year market and sales forecast
increased.

Comparison of management's expectations of future
company sales growth with greater than one year market and

sales forecasts produced the following:
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Greater Than One - Growth Expectancies - Sales
Year Market and Low ., Medium  ‘High
Sales Forecast N=15 i N=12 - N=12
Minimal = - - 40% ' 42% . 75%
Moderate - 13 ' 50 8

Sophistlcated 47 ’ * 8 17 .

Chlequare statistical 51gn1flcance .02,

A negative association existed between the sophistica-

tion of the greater than one year market and sales forecast

and the growth expectanc1es of the flrm. Higher growth
expectancy firms tended to have 1ess sophlstlcated greater»
than one- year, market and sales forecasts than. 1ower growth '

expectancy firms. 75% of the high growth firms had minimal

»greater than one year forecasts compared to approximately
“only 40% in each of the medium and‘lOW‘growth firm cate-

. gories. Large‘differences between the medium and low growth

firms occurred in the moderate andvsophisticated"categories.
Medium growth firms had 50% moderaterwhile_1ow,growth firms
had only 13%, moderate. 'Offsetting this, medium growth firms
had only 8% sophlstlcated while low growth flrms had 47%.
The dlfference between the high growth and medlum growth
flrms occurred 1n the minimal and moderate categorles. High
growth firms had 75% minimal and only 8% moderate whereas
medium growth flrms had only 42% minimal and, 506 moderate.
These flndlngs indicated:

- - As firm growth expectancies decllne, the sophis-

tication of the greater than one year market and
sales forecasts increased.
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Comparison of management's expectations.of_future
company sales growth with financial forecasts provided the

following results:

Growth Expectancies - Sales

Financial Forecasts Low ‘Medium. = High
' N=15 - N=12 N=12
Minimal : 20% ' 17% '50%
Moderate 33 50 8
Sophisticated 47 _ 33 : 42

Chi-Square statistical'significance .15.

Some,neéative association between firm.érowth expec-
tanoies and the sophistication in the financial forecasts
appeared. Aéngrowth expectancies rose, the sophistication
decllned. 50% of the high growth firms had flnan01al
forecasts in the minimal category, 50% of the medlum growth
firweAwere in the moderate category and'é?% of the low
growth firms were in the sophisticated oategory, “There were
two apparent: inconsistencies in the findings. - The low
growth flrms had a marglnally hlgher proportlon 1n the
mlnlmal category than the medium growth flrms.. ThlS was
more than offset by the proportlons in the moderate cate-
gory. The second 1ncon51stency was the relatively high »

proportion, 42%, of the high growth firms in the sophieti—

- cated category. A substantial portion_of the high growth

firms_were preparing sophisticated financial forecasts.
Finahcial forecasts were important toJeachjcategory of firm.

In geéneral, these findings indicated:
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- As firm growth expectancies decline the sophis-
tication of the financial forecasts “increased; but
a large portion of high growth expectancies firms
have sophisticated financial forecasts.

In a comparison of management's expectations of future
company sales growth with production facilities forecasts,
the results were as follows:

- : : _ Growth Expectancies - Sales
Production Facilities Low . Medium High

Forecast - N=15 : N=12 . N=12

Minimal 338 ..58% . 58% .
Moderate - 34 . - 33 .25 o |
Comprehensive R 33 9 - 17 ' |

- Chi-Square statistical test not significant.

,.A Strgng association betweeh fﬁtu;e growth.egpectanQies
and the type of préduction facilities forecast did_not
éxist. ,Low growth firms were edqually épread over the. three
categories of production fgéii;ties forecasts. 'Thére was,
hOWeVér; soﬁe difference between the iow gfowth firmS»and
béth the medium and the highjgrowth expectancy firms. Low
grbwth‘firms had one-third in the minimal category whereas
medium‘and high grOWth firms each had 58% in this category.
The fihdings indicéted:

- Flrms with low growth expectancies had more hlghly
' 'developed production facilities forecasts . than

firms with medium or high growth expectancies;
although differences were not great. :

CbmpariSon"of management's expectations of future:
Edmpany sales with the personnel forecasts yeilded the

following results:
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_ _ Growth Expectancies - Sales
Personnel Forecasts Low ‘Medium High

: N=15 N=12 N=12

Minimal 53% - 50% - 67%
Moderate 0 33 25 -

Comprehensive 47 17 8

Chi-Square statistical significance .O05.

- These findings suggested negative association between

firm growth expectancies and the sophistication of_persohngl

forecasts. 47% of the low growth firms had comprehehsive

personnel forecasts compared to only 17% ﬁOrithe medium

growth firms and ohly’B% for the high growth firms. There

Qas,fhowever, an unusual split in the low growth firms which

made it difficult to compafé them with the medium and high

growth fifms. Low growfh firms'were'splitralhost evénly
between minimal énd comprehensive personnel forécasts. None
fell in:the moderate category. This bimodal split Wa§-  __
éifficult to interpret. :Comparisoﬁ'of the modgrate?éréwﬁh |
and high growth pfoéortions_in both.modérate and cbmprehéﬁ*~’
sivé personﬁel forecasts categories, Theée fiﬁdings i@di—
ééted: | | | |

| -1 Firms wiﬁh'siow growth expecfancies had mbfe

- comprehensive personnel forecasts than firms with
_.medium or high growth expectancies. .

A comparison of management's egpectatibnsAfﬁture
company sales growth expectancies with the formél‘long rahge

plan produced the following:
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: - : Growth Expectancies - Sales =
Formal Long Range Plans " Low ~ ~  ~ Medium'  'High
o N=15 TR=12 - N=12
None or minimal - 40% 588 " . 58%
Partial . 7 33. .25

Comprehens1ve - 53 ‘ 9 17

Chi-Square statistical significance‘.07.l
Firms with high growth expectancies»had less well
developed formal long range plans than did‘firms with low-

growth expectancies. Over half of the low'growth~firms had'_

'comprehensive_formal-long rahge plans; wheteaS‘less than

one-fifth of either the medium or high growth firms fell

Alnto thlS category. In'contrast 58% of both the medium-ahd

hlgh growth firms did not have or had a minimal formal long
range plan vetrsus 40%_for the low growth firms. These
fihdihgs_indicated‘ | | |

—.. Firms Wlth high oxr medlum growth expectan01es had

a lower tendency to develop a formal long range
plan than firms with low growth»expectanc;es.

| Slmllar analyses were conducted for each of the other
gtowth measures uslng data obtalned 1n the 1nterv1ews. Most
of these followed the same general patterns shown in the
comparison of management' svexpectatlons of future company
sales'growth with the planning'sob-process._ Some'dld not.
Ih no case; however, there any significant-indication of a
oattern that:worked in-the opposite.directioh; A brief

discussion of each.of_these>growth measures follows.
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The growth stage df.the firm's induétyy or inddétrieé‘
demonstrafed the.same pattern equally well, or supérior‘to,‘
mahagement's"expectations of future company sales growth:
Growth stage infprmation was obtained for 39 of the sample
firms. For eachvof the defined planning procesé elements, .
it wés shown that»firms in slow and mature industries had
processes which were more highly developed than those for
firms in industries perceived by management to be in a high
growth stage.

As would naturally be expected, estimated future
industry sales growth rates génerally showed patterns -
similar.to those obtained with the growth stage variabie;
Firms that estimated future industry sales wouldAgrow'at
apnuql rates less than 13%, genérally had“planning processes
which were more highly developed than_firméAwhich~estimated
tﬁapAtheir_industry would grow at_fastgr‘ratés; ThereAwe:e
ﬁwo éxééptions. This pattern was hot fouﬁd in the compari-
son of fuﬁuré industry sales growth with the greater than
one yvear market and sales forebasts, and with the financial
forecasts; Iin balanée, however, it appeared tﬁat.firms with
high industry growth expectations had less well developed
planning processes. '

The growth variable past industry sales grpwth was
obtained}for 28.firms in the{sample; Comparing low versus
high‘industry saleé growth firms with.Eheiindividuél‘plan—'
ﬁing proceséﬁelements again showed the same gene:al pattern

of association. Firms whose management estimated that past
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industry sales growth was b=2low 13% generally had planning

'processes which were more highly developed than firms that

estimated their industries' sales had grown at faster rates
in thegpast few years.

‘The growth variable, past company sales growth, was

'obtained for 38 of the sample firms. In comparing low,

medium, and high past company sales growth»cateéories with,'
the indiuidual planning sub-processes, no significant
associative patterns were found. This finding was, interest—r
ing. While there. appeared to be a deflnlte negatlve associ-
atlon between the development of the plannlng process and
growth expectanc1es, no association appeared to exist with
past growth experiences. This would appear'to_indlcate that
business planning is associated with future anticipations
and not with past experience;

In addltlon to spec1f1c measures ofkgrowth focus was
placed on management s attltudes to past performance and
future prospects. Three attitude categorles were created;

problems to_fair, good, and excellent, Readingsvwere

- obtained for 38 of the 40 sample firms, on management's

attitude to past company economic performance; for 33‘of the
sample firms, on management's attitude to future industry
prospects‘ and for 36 of the sample firms, on management's
attltude to future company prospects. Comparlson of each of
these att1tudes to each of the plannlng process elements
showed no dlStlnCthe assoc1atlons. Management s attitude

to past company economic performance showed no associations
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with any of”the planning précess alements. This Was'éonsis—
tent with the findings on past company sales growth dés~
cribed ab@ve. .It did appear that firms iﬁ thé middlé
atfitude cétegbry,‘good, had more highly developed plannihg
sub~processeé than either firms in the fair to prqblems or
the ékcellent(attitude categories. .The futﬁre industry ahd

company prospects measures showed negative associations with

"some of the planning process elements. These associations,

however, were not consistently found with all of the plan-
ning process elements. These results.were notﬁcppqlusive, 
.. In summary,. some substantial negativg‘asso§i§tion waé
found between future firm growth expgctanciesiand thé-
development of éach of the long rangeAplanning épbsprocesseS”
and the formal long range plans. Firms with»iowexhgrowth |
expectancies tended tp plan more than firms wi#b higher
gfowth expectancies. Whereas past démpany sales gfowth and
management‘s attitude to_past growﬁh did no£ yiéld assqc}—
ations>witﬁ the lopg range planniné proéess, subsﬁantial
négat&ve‘assoqiét;ons were.found wiﬁh future_gqmpanyisa;es‘
gxoﬁth-ekpegtanciés, industry growth stage) ahd:fﬁture

industry sales grthh expectancies.

.

Firm Growth and Emphasis on the Individual Planning Sub-processes

This section presents analysis investigating how
émphasié on the planning sub-processes énd the‘formél long
range plans differ in the three firm growth categories. The
follqwing\tabie spmmarizes the comparispns»presented in the

immediately preceding section of this chapter.
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' SUMMARY OF THE COMPARISONS OF MANAGEMENT'S
EXPECTATIONS OF FUTURE FIRM GROWTH 10 THE
- PLANNING PROCESS ELEMENTS
Firm Sales Growth
Planning Process Elements Low Medium - .High
Operating Statements:
- Minimal 13 25 58
- Moderate 20 50 8
- Comprehensive 67 25 34
Annual Profit Plan: ‘
- Minimal 20 33 67
- Moderate 27 - 25 16
- Comprehensive 53 42 17
One Year Market and
Sales Forecast: ’
- 'Minimal 20 a2 59
- Moderate o 27 42 33
- Sophisticated 53 l6. 8
Greater Than One Year
Market and Sales Forecast:
- Minimal 40 42 75
- — Moderate 13 50 8
- Sophisticated 47 8 17
Financial Forecast: | ;
- Minimal 20 17 50
" - Moderate 33 50 8
- Sophisticated 47 33 42
Production Forecast:
- Minimal 33 58 58
- Moderate , 34 33 25
- Sophisticated 33 9 17
Pefsonnel.Forecast:
-~ Minimal 53 50 67
~ DModerate 0 33 25
-~ Sophisticated 47 17 8
Formal Long Range Plans:
~ No Formal Plan 40 58 58
- A 'Partial Plan 7 33 25
53 9 17

- A Compleye Plan
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The nature of the analysis and the format are similar
to that described in a previous section of this chapter --

Firm Size and Emphasis on Individual Planning SdbfprOCésséS-

The analysis directs attention to the<modérateaana§¢omprgF

hensive categories of the eight planning elements. Within .

éach_qf the Low Growth, Medium Growth and High Growth

groupings of firms, priorities were determined fotvthe

'planning elements. Arbitrary cut-off limits were set.to

indicate priorities. Within each of the three groupings of
firm growth priorities were assessed for each of.thefplan—

ning process elements.. The priorities were set as folldws:

~High Priority -:_greatervthan 50% of the plannlng
' element in the comprehen51ve
category.
‘Medium Priority_ - greater than 256 and up to.50%-of'

the planning element in the com-
prehensive category.

Some Priority - greater than 25% of the planning
B ' element in the moderate category.

Using these priorities, the emphasis put on each on the
planning elements was assessed in cach of the.threé”grbﬁth
categories. |

In the Low Growth firm category HighMP:ibrityiemphasis
was put on: . . *-
opérating statements,

annual profit plan,
one year market and sales forecasts, and

the formal long range plans.

- Emphasis of Medium Priority was placed on

dgreater ‘than one year market and sales forecasts,
- financial forecasts,

production ‘Forecasts, and

personnel forecasts.
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For low growth firms all of the planning process elements
Qere of either High or Medium Priority. Low growth firms
tended to generally practice comprehensive planning.
In the Medium Growth firm cétegory none of the planning
process elements were in the High Priority category. Médium:
Priority was emphasized on: |

annual profit plans, and
financial forecasts.

Some Priority emphasis was indicated on:

operating statements,

one year market and sales forecasts,

greater than one year market and sales forecasts,

production forecasts,

personnel forecasts, and

formal long range plans.
All of the eight sub-processes received either Medium or .
Some Priority emphasis. Annual profit plans and financial
forecasts appeared to receive more emphasis.

In the High Growth firm category, none of the pianning
process elements were found to be of High Priority emphasis.

Medium Priority emphasis was put on:

operating statements, and
flnanc1al forecasts.

Some Priority was emphasized on:

one Year market and sales forecasts.
High and Medium Grqwth-firmS"both'emphasizéd finanéialA
forecasts. High grpwtﬁ firms put little emphasis on the
other planning prdéess elements.

In addition to investigating which planning sub—éro«

cesses were most emphasized in each of the three growth
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Categories, an assessment was attem?ted of how this emphasis
changed:as firms evolved from high to medium growth andvf;om
mediun to low growth. This assessment was similar to the
pfeviously described consideration of the tréneitioh from
smail to medium to large firm size. As such, it inclﬁdes
theAsaﬁe assumptions that the data fepresente the longitu-
dinel evoiution of firms ovef time. The table sumharizingr
"thisvassessmentifollowe. | |

~ In this table, the numbers represent: ratios for the
medium over the high growth fihms_and the low over the.
- medium growth fifms_for the proportionsv%n each Of.hhex
moderate and comprehensihe categofies of each'éiannihg
process element. The table follows. |

'RATIOS OF THE PLANNING PROCESS”ELEMENTS;

PROPORTIONS IN THE MODERATE AND COMPREHENSIVE CATEGORIES
-~ MEDIUM OVER HIGH GROWTH FIRMS: “

Medium Over High Growth

Planning Process Elements Moderate Comprehensive
Operating Statements - 6.25. .74
Annual Profit Plans 1.56 2.47
One Year Market  and o S
Sales Forecasts ‘ 1.27 - B 2.00
Greater Than One Year Market -
and Sales Forecasts 6.25 .47
Financial Forecasts 6.25 .79 .
Production Forecasts 1.32 . .53
Personnel Forecasts 1.32 2,12

Formal Long Range Plan 1.32 . .53

The medium over high growth ratios indicated that as firms
evolved from hlgh to medium growth, the largest plannlng

changes occurred_;n the moderate_category. The ratlos of
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6.25.indieeted major improvements in: the opereting sfaﬁef
ﬁeﬁts,'the:greater than one year mérket aﬁd'éales forécasts,:
ahd the financial forecasts. Under the comprehensive
category, increased sophistication was indicated on: ‘the -
annual profit plan, the one year market andjsales‘forecasts,
and_the personnel forecasts.

In the transition from low to medium. growth, as seen
in the fdllowing table, the ratios indicated major charges .-
under the comprehensive category.

RATIOS OF THE PLANNING PROCESS ELEMENTS :
PROPORTIONS 'IN THE MODERATE AND.COMPREHENSIVE. CATEGORIES,
LOW OVER MEDIUM GROWTH FIRMS

Low Over Medlum .Growth

Planning Process Elements " Moderate . Comprehensive
Operating Statements .40 . 2.68
Annual Profit Plans L 1.08 1.26°
One Year Market and . L ‘
Saleés Forecasts ' . .64 ' 3.31
Greater Than One Year Market o )
“and Sales Forecasts - .26 7 1 5.88
Financial Forecasts ’ .66 1.42
Production Forecasts 7 1.03 3.67
Personnel Forecasts Small 2.76
Formal Long Range Plan .21 ‘ . 5.89

<
N

Substantially increased emphasis was put on: the formal
long range plan, and the greater:than one‘year-market and
sales forecasts. Increased emphasis was also evidenced op:

the production forecasts, the one year market and sales

forecasts, the personnel forecasts, and the operating

' statements.
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Comparison of Firm Growth Expectancies'with Firm Size

" The above described comparisons of tﬁe long range
planning prGCéss'first with firm size, and then:withfmanage—
ment's expectations of future firm.growth, raised thA
SuSPicion of a negative relationship between'firm siéé and
firﬁ_growth. .This suspicion is coﬁsistent with the negative
relationship found between firm size and actual subsequent
firm growth described in Chaétef 6 of this report. To test
this suspicion, comparisons were made between each of the
three measures of firm size and gaéh of the eight measures
of growth and managerial attitudes to‘performanCe.‘:On'19 of»
these 24 ?953ible_¢omparisons, negative assqciations were - |
ﬁound between firm size and grqwth at.appreciably high
étatist;cal significance levels using the‘Chi—Squa:e_test,
This negative association was found in all the.cqmpafisqns
using sales as the firm size measure. With aséets as the
measure of firm size, relationships were not féund iﬁ the
comparisons with managemenﬁ's attitude to‘future.company
érospects aﬁq past company sales grQWth. Whenkempléyees
wgré useduas the firm size measure, aséociatibns wé:e not
found in the comparisons with management's“attitude‘to past
company performance and past compén&lsales growth. &he
nonexistence of associations in thése five of the 24 com-
Qarisons_probably'meaﬁs the number of sample fir@s with
meésgresuof assetland employee size was not laxgé enouéhlto
indicate thélactual underlYing negativé aséociétion;l In

general, the findings indicated, however, a strong negative
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association between firm size and growth rates. Largef

firms did not expect to grow as rapidly as smaller firms.

The Interactlon of Growth ExpectanCLes, Flrm Slze and the
Long Range PlannlnqAProcess

To clarify the manner in which firm‘size‘ahd»firm_

' growth expectancies interacted in their assodiations’with

long range planning, an analYtical~technique was -sought.
Concern lay in that the rélationship of firm size to firm

growth expectancies may have been spuriously causing the

.felationships of_each.of these‘ﬁo planhing.‘ The humbef of
available statistical procedures was substantially limited

by the nominal classification of the research data. While

this type of iésue_has_receiyed chh,attention;’mogt ijﬁhe
analyses has mainly utilized intgrvally‘scéléd!vériabies
agd!‘ignparﬁicular, the‘multiple‘regressioggteqhniqﬁe.: This 
tecﬁnique_was not appropriate here, due t6~the:n§tuf§,ofAthe‘
dafa}gét@g;ed.in_this study. _A reiatively:new_anaiyticéi
approach‘gntitled_Multivariaté Nominalecgle Analyéis_has
been'chosen."A‘techﬁical deécription is atﬁached as Appen-
dix VIII. | |

This analysis technique was developeQ~and first pub-

lished by the University of Michigan in 1972. It is, a

_technique designed for conceptually orien;ed social science

research where variables are measured in categories. It
places emphasis on the magnitude éf relationéhips rather
than the‘statistiqal significance of thoseﬂrelatiohships.

It is designed to allow researchers to discover patterns and
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associations between variables with a view to understandingg
a social phenomenon~and to building theories.tolexplain:and.
to predict.. Like all mathematical‘techniques;ﬂit'has_

substantial assumptions. It did appear, however, to be well

- suited for this particular research purpose.

This technique attempts to improve one's nrediction
’ . | X

ability of a dependent variable. It assumes that withouti

additional information the best prediction of the particular

category of a dependent variable is the one- that usually
Occurs the most, .i.e. the mode. - The challenge.thennis to
improve this abillty to classify,gwhen\aided bf the addi-.
tional information of the independent variables.

In this research project, the average proportion

.correctly classified, as determined by the most common:

category for each of the long range plannlng process varl—
ables was 46%. One would be correct an average of 46% of
the tlme in predlctlng 1nto Wthh category, i, e,, m1n1mal
moderate or comprehenslve, each of the long range plannlng

sub-processes and the formal long range plan frt.for any

firm. By considering the relationship of eaoh;of the eight

planning measures.With the independent variable future
company sales growth ekpectancies, the average proportion
that could be correctly classified increased to 55%. Stated

in another way -- by knowing a particular firmfs‘expecta~

tions of. future company sales_grthh,_the'abillty to clas~-

slfy the type of long'range'planning'snb—processes'and the

formal long range plan it had increased by nine percentage
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nointe. When the relationship of each of these plannlngi
subfprocess and the fonmal long range plan with the inde-
pendent Variable Firm sales size was consiaered; the average
oioportion that could be correctly classifled:increased from

46%. to 57%.. When both expectatlons of future company sales

‘growth and flrm sales size were con31dered together, the

average proportlon of a firm's long range-plannlng process
categories that could be correctly classified-increased to.

62%. These findings indicated each of the relationships

‘withﬁlong_range planning was important.

‘The MNA technique was”applied:to'eacn:ofvtheonine
planning elements considered in this study.lehe analysee:
indicated that each of firm sales andnﬁanagement'e»expec—l'
tatlons_of fnture sales growth had important:aesoclations
with long_range‘planning. An example of the means bylwhlch
knowledge of a firm's gize and management's expectatione of

future growth expectancies were used by this technique to

increase the predictive power of classifying firms in the

'operating statements' categories,is presented as part>of
Appendlx VIII. o |

These findings generated from the MNA analyses 1nd1~
cated both managementfs expectations‘of future}flrm_growth‘:
and firm‘siée were equally important associations with-tne
long range planning process in firms. Taken together, they
1ncreased predlctablllty abo;e the predlctlons of elther of

them 51ngly. Thus, both firm size and £irm growth expec—

tancies'Were closely associated with a firm's long range
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planning process. Firm size and firm growth expectancies
were two important variables associated with the existence
of and.the'development of'the.long rangé planninglprocess.

Summary of Findings

This study tested for associaﬁions between,the~practice'
of long range strategic planning ana each of firm.sizé,aﬁd
firﬁigrowth expectancies. For this purpose, the long range
strategic planning process was sub—divided into eigﬁt.“
planning sub-processes. The relationship of each of these
to firm size and. to firm growth.expectancies was assessed.,
The findings were general and specific_in ﬁatﬁie}ahd shQuld
be_of_interest both to other planning researchers and to
businessApractitiqners. | |

The general findings pertained»to associations.betwéen
1ong range piénning and each of firm sizeygnd firmvgrowth;
the_evolutidnéry_natpre of the planning‘prOCesé, and the
applicability of particular types Of pianhing éub—processes
to differing firm situations. The résea_rch indicated the
followipg_gengral findings:
| lj | A.positivé;éssociatidn existed\between iong rahge

‘planning, both in terms of the number of planning

sub—processes and their comprehensiveness, and
firm size.

2) A negative association existed between long range
planning, both in terms of the number of planning
" sub-processes and their comprehensiveness; and
expectations of future firm growth. : :

3) The long range planning process appeared to be an
evolutionary process whose development was closely
linked to the firm cycle in terms of Size and
growth.



4)  In the differing firm cycles of size and‘growth‘
‘ particular planning processes received more
managerlal emphasis.
The specific findings of the study are'sub~Sets of the
above general findings. In terms of the association. between
firm size and planning the specific findings were:

1) As flrm size increased, the sophlstlcatlon of the
operating statements increased.

2) As firm size increased, the SOphistiCation of the
annual profit plan increased.

3) As firm size increased, the 1nc1dence of operatlng
staff specialists 1ncreased. : '

4) Large size firms had more ‘'other' types of staff
.Specialists than medium and small size firms.

- 5) As firm size increased, the sophistication of. the
' one year market and sales forecasts ‘increased. ‘
6) As flrm size 1ncreased the sophlstlcatlon of the
greater than one year market and sales forecasts
1ncreased
7) As flrm size increased, the SOphlSthatlon of the

flnanc1al forecasts 1ncreased

8) Large size flrms had more sophlstlcated productlon
facilities forecasts than small size firms.

9) Large size firms had more sophisticated personnel
forecasts than small size flrms.

10) As firm size 1ncreased the formallty of thelr
long range plan 1ncreased

In terms of the ass001atlon between management's

- expectations of future firm growth and planning the'specific

findings were:

1) As firm growth expectancies declined, the sophis-
tication of the operating statements increased.

2) As firm growth expectancies declined, the sophis-
tication of the annual profit plan increased.
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3)  The existence of operating staff specialists in
 firms did not vary by firm growth expectancies.

- 4) Firms with high or medium growth eXpectancies had
less 'other' types of staff specialists than flrms
- with low growth expectanc1es.

5) As firm growth expectan01es decilned‘ the.SOPhlsF
tication of the one year market and sales fore—
casts increased.

6) As firm growth expectancies declined, the sophis-
tication of the greater than one year market and
sales forecasts increased. : :

7) As firm growth expectancies declined, the sophis-
" tication of the financial forecasts increased.
Nevertheless, a large portion of high growth
expectancy £f£irms ‘did have sophlstlcated flnan01al
forecasts. - : ‘
8) Flrms with high or medlum growth expectanc1es had
less sophlstlcated ‘production facilities forecasts

than firms with low growth expectanc1es but. the
differences were small.

9) Firms with low growth expectancies had more _
comprehénsive personnel forecasts than flrms with -
medlum or high growth expectan01es.«'

10) Flrms with high or medium growth expectanc1es had
a lower tendency to develop formal long range
plans than flrms with low growth expectan01es.

A check was made to determlne whlch of flrm 31ze or‘
firm growth expectanC1es was more closely related to 1ong
range plannlng. It appeared both were equally’ 1mportant. '
When the two'werevconsideredAthether,“predictioﬁs“of the
comprehensiveness of the long range'planning processes were
better than those based on either size or growth indivi-

dually. Both firm?size and firm growth expectancies were

two variables associated with the practice of long range

- planning.  As firms increased in size, the amount of_lbng :

range planning increased. InladditiOn,las'firm grpwth’
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expectancies declined, the amount of long ranég‘plénniﬁg

increased.

The findings strongly indicated long range planning was
an evolutionary process inside firms. Smallgr-firms and
firms with high growth expectancies did not pracfice'compre—
hensive planning. For these firms bnly certain particular
planning sub-processes were emphasized to any significant3
extent. Other planning sub-processes were completely. o
ignored or given only a bare minimum of attention. Fifms of’
medium size and medium growth expectancies showed ﬁdre
emphasis both on the number of blanning sub~procesées and
their sophistication. These firms cduld not be cqnsidered‘
to generally practice what might be lapellgd aé alléencémj”_
pgssing comprehensive long rangé.plénning.A In large firms
and ﬁirms with low growth expectancies, theAnumbe;:and the
degree of»soPhistication of the particular planniﬁg sub-
processes indicated these fifms put substantial emphésis on
comprehensive formal long range planning. |

The results also indicated which of the planning sub-

processes were emphasized in each of the firm size and firm

growth categories. Small éize firms emphasized operating
stgtéments,_annual profit plans.and financial foreqagts.‘
None of the other planning sub-processes received‘any.

significant'emphasis. Medium‘size firms aléo heavily

emphasized those planning sub-processes. ‘In addition, they
put some minimal emphasis on all of the other planning‘sub—
prbcesses. Large size firms appeared to put some signifi-

cant emphasis on all of the planning sub-processes.
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Firms with high future growth expectancies emphasized
operating statements, financial forecasts,.and‘one:year
market and sales forecasts. None_of the other planning'subF
processes~received significant emphasis. Firms with medium
growth expectancies emphasized the same planning‘snb—pro—
cesses as high growth firms. -~They also‘put significant

emphasis on annual profit plans. The other planning subJ

processes- received some attention. In firms with low growth

expectancies all .of the planning sub-processes received

significant emphasis.

,fThesresearch.data also provided some tentativeuindi—

_cations of which planning sub-processes increased. in import-

ance in the transitions from small to medium to large size
and from\high to medium to low future_growth_egpectancies.
;n the transition from small to medium size,,snbstantial
emphasis“was put on improving the operating,statements, the
annuai profit plans and the financialﬁforecastsm‘ Signifi-
cant emphaSis was put on instituting market and sales |
forecasts and a. formal long range plan. ComprehenSive
planning appears to be introduced in this trans1tion. In -
the trans1tion from medium to large Size, all of the plan—‘
ning sub-processes receive increased emphas1s,( In this
transition, comprehensive planniné appears to become firmly
established |

In the tranSition from high to medium growth the
eXisting planning sub-processes dramatically improved in

sophistication. These were the operating statements, the
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financial forecaste,'and the one year market and sales
forecasts._ The annual profit plan, the lohger term market
and'sales_forecasts also received attention. The transition
from medium to low grthh expectancies showed subétantial‘
emphasis on the formal long range plan and the long term

market and eales forecasts.

Discussion of Findihgs

| The first two general findings, described above,
indicated the existence of two fundamental relationships .
with the practice of long range strategic planning; gLong1
range planning appeared to be positively‘assoéiated with_
firm size and negatively associated with firm gxowth,
Mention of the existence of these relationships wae not
uncovered:inmany-of the literature directly pertaining‘to
how planning should be conducted. Such relationships are
signifioant They may suggest that both the natufe'of the
plannlng model and the intensity of management's plannlng
efforts do and should dlffer. Most prescrlptlve wrltlngs on
long range plannlng advocate complete practlces of _one all-
encompa551ng comprehen51ve model of long range. plannlng
Smaller flrms do, and pOSSlbly should, plan in a dlfferent
mahner and.w1th»lessglnten51ty than larger fitms, Slmilatly
firms with_low(growth do, and.possibly should,gplan_wlth_a
more’comprehensive model and.withimore intensity than firms
with higher growth. ‘Furthervresearch‘and theoretical
development are requlred to conflrm whether or not these

relatlonshlps exist and into how- the plannlng model should _
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differ by firm size and firm growth. It may be thét entire-

ly different planning models are desirable for‘theA§arying
situations of firm size and firm growth.

The last two of the above described general findings

‘provide some first indications of how the planning models

and the managerial efforts devoted to planning should
differ. Small firms and firms with high future growth
expectancies had planning models oriented to monitoring_
current .operations and to considering the . future mainly to
the-extent of only one year. It may be entirely inappro-
priatewto'suggest that firms in these situations practice’
comprehensive longer term planning;' Small firms and those
withkhigh_growth,expectgncies‘appeared tOrbe.cémplete;y
different, in terms of planning, than @ediﬁm;sizg‘fi;mS'with
mgdium grthhvexpectancies, apd”large firms;with.lqugrowth
expectancies. | | | | |
|  Largé‘firms and firms‘with low grqwth 9xpe¢téncies
appeared-ﬁo practice all—encémpassing 1ong‘ran§e planning.
For them, the confempqrary.plénning model appeared to be
épplicable. These firms WOﬁld appear.td requi%e the ser-
vicesféf professionalAstaff specialists to_fapilitate their
Aplgnningzefforts.“Medium éize‘fifms and firmsiwith medium
g;gwfh'expegtancies appeared to be between'the'small and the
la?ge firms; in terms of planning.. While this fifmAdid not
practice>pomprehensivevplanning; they_didiappear to be
moving tdQéfds‘that direction; The intensity"éf ﬁhe eﬁforts

ﬂevoted to planning appeared to be dramatically less than
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the larger firms and the firms with low growtheexpectancies.‘
The medium firms appeared to be adaptive in their use of

comprehensive planning. They appeared to have a 1on§ term

_orientatioh but only practiced selected parts of the model

and With‘limited intensity.

It appeared that as firms evolve through thefabove size
and growth categorles that the plannlng systems of the flrms_
undergo substantial changes. These transitions were dlffl—.
cult to detect. Small firms and high.growth expeeténcy
firms evolving. to medium size and medium«growth\appeated to
intensify their efforts on the blanning.they'wefe previously
eonduCting. 4They also attempt to generally introdhce.more
egmprehensiye plahhing‘systems.‘ Firms ﬁoving from.mediﬁm}
size to lsrgeAsgze:andmerm medium growthﬁtq lower‘grthh_
appeared to relnforce the 1ntroduct10n of comprehenslve
plannlng and generally 1nten51fy thelr plannlng efforts..'

Further research is required into how plannlng dlffers
-ih.various”firm sityations and into howithe planning process

changes as firms evolve.
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Chapter 5
RESEARCH METHODOLOGY

LONG RANGE PLANNING, FIRM SIZE.
AND SUBSEQUENT FIRM GROWTH

‘This chapter presents the methodological ébhéideratiohs
of the4study concerned with associations among long range
planning, firm size, and subsequent firm growth. Thié
particular study is explorative and theoretical in nature.
It is primarily directed to academiéiahs intereétea in
developing the theory of the firm while it may be of secon-
dary interest to businessmeh and céﬁsultants.‘ An overview
of the research design is e#hibited first, followed by -
discusgions bf:» the research sample, meaSureméntsfof long;

range planning, measurements of firm size, measurements of

 firm growth, and the data distribution. This is followed by

a description of the analytical procedures applied to the

data.

" An Overview of the Research Design

| .-$hé_basic design of this-researgh.study was_straight—
forw§rd; injthat:it attempted to discover whether there wéfe
rélagionships émong the.practice‘pf'long range p}anning;
fi;@ size, and firm growth. An outline of the:reseaich
métbodoldgy.is»shown in Chart V-1 which fqilows.~;wi‘
The‘;QSearcﬁ design, upon a previous sur?Qy df‘long
range planning practices in Canada's.360 largést fiims which
was conducted in 1968 (A). That study achieved a response

rate of 54%‘(B). From this data bank of long range planning
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An Overview of the Research Méthodolpgy

| Population: . 3
’ - Canada's Industrial System

1)

Population Frame:

(n) - A compilation of Canada's 300 largest o -

firms as of 1968

!

| Sample:

(B)

Classifications

- resgsponses from 162 firms, which have
been sorted.into 19 Industry -

. Random Seléction of 9 Ind

|

ustry Classifications

N

(C) |Research Sample: '
- 82 firms

!

(D) |Measures of:

- Long range planning

(B) | Measures of:
- Firm Size

Ly m

)

. (F)

(G)

v

Financial Information
- Financial Research -
"Institute Data Bank

b @

Measures of:
- Firm ‘Growth .

Statistical Procedures and

“Analysis
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questionnaires, a random sample of 82 firms was selected

(C). For each of the sample firms, an assessment and

ranking of the formal long range planninggpractices~as'of
1968 was made from information obtained intthe question—A
naires (D). Information indicatingdeach firm's size was
obtained from these questionnaires (E) . From the Financial
Research'Institute's computer data bank.of company financial
information tF),'information was obtained on each firm's‘\ |
growth in tne period 1968 to 1971 (G). Tests for associ-
ations and differences (H), were performed between the
assessment of long range planning practices,tD)g.the meaSures
of firm sizeg(G),‘the measures of‘subsequentfﬁirmggrowth. |

(G). A more complete description of each of these steps and

the obstacles'encountered follows.

The Research Sample

As_mentioned above, the sample for this’research’study
wasdthat of a previous survey of long range planning prac—
tices conducted in a 1968 study, entitled "A Survey of LongA
Range Planning in Canadian Industry. 1 It was prepared by
Braithewaite, Malcolm, Nicholl and Pretty under the direc-
tion of Professor D.H. Thain at the School of Business

Administration of the University of Western Ontario. "This

study mailed questionnaires to. chief executive officers in

.each of the 300'largest firms in Canada. -The_original

lJ L. Braithewaite, et. al., "A Survey of Long Range
Planning in Canadian Industry" unpublished, The Univer-
sity of Western Ontario, 1969. The questionnaire employed
in this report is based upon a 1963 study directed by
Erofessor Thain. _
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questidnhaire regponses had been carefully kept intact for
future research purposes.

Close scrutlny of these questlonnalres 1ndlcated they
were exceptlonally comprehenslve. A copy of th1s question=-
naire is attached as Appendix I. 1In most cases, the ques-
tionnaifes were completed by a top,-if not the top} efficial
of the company. A list of.the companies responding,dwithJ’
the respondent's title,  is attached-as Appendix II. -TheA
questionnaire consisted of 60 questions-coVerihg an in-depth
probing of the individual firm's business planning process
and its financial status up to 1968."Comparison_ef thisi»_
qqutionnaire with»researeh surveys of iong rahge.planning
practices done in the United States indicated this one was
substantially more complete. In discussions with hus%ness
managers the impression was gained that this questionnaire
tepresented the absoiute ma#imum demand level fer‘infore
matlon by mail that could be put on executlves. The Braithe~
wa1te et. al. study relied heav1ly on the prestlge of the'
Un%ver51ty‘of Western Ontarlo_Sehoql of Buslhess Adminis-
tration and on a personal letter from its:beah.i | |

The Braithewaite et. al. stﬁdy defined_thewpopulatioh
frame as a listing ef‘the 300 largest firms in Canada:which
was compiled for this purpose from the FinancialIPost survey
of Mihes, 1968, the Financial Post Survey of Industrials,
1968, and the Financial Post Top 100 by Sales,d1968. From
th1s deflned populatlon of 300 flrms,'responses were re-

celved from 54% of the flrms, coverlng 19 1ndustry clas81flcatlons
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A sample of 9 cowplete inﬂumtryfclaeﬂificdtions1wds'randomly
chosen”to yield a research sample of 82 coﬁpeniés.. From |
these 52 firms, 31 were removed because 1971 their'financiel
1nformatlon was not yet avallable in the F1nanc1al Research
Institute’ computer date bank of corporation flnan01al
information. -Another 8 firms were removed because a scru-
tiny of their questionnaires indicated they had not.been
completed or that they had virtuelly no long~range plannlnc.

These deletions, reduced the sample size for this prototype

~ research study to 43 firms.

Consideration was given to the .potential biases. of this

- resulting sample‘prior to the research(ahaleis; Sampling

bias could have occurred in any.of the_followihg“areas: h
- the choice of the population frame - the top 30b
L_firms in Canada, - o
- the non—response bias,
- the selection of the 9 industry classiﬁicatlchs,,
- the loss of sample firms for which fihancial
information could not be obtained orjthat had not
‘adequately completed the questlonnalre.. |
A brlef descrlptlon of the con51derat10n glven to each of
these blases follows. |
The ch01ce of the population frame presented no signi- -
ficant blasj Thls list represented the most complete com—
pilation of large firms operating in Cenada\as of 1968. The
.significance.of the non~response bias.also»appeared to.be

veryfsmall, The 54% response rate was exceptionally high
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for mail surveys, particularly When the comprehensiveness of

the guestionnaire was considered. Low concern WaS'indicated
for bias caused by the selection of the nine industry
classifications. Random choice allowed each industry o

category to have equal probability of selection. .There is

_no reason to believe the industries chosen were not repre-.

sentative of the total. With respect to the discarded
incomplete questionnaires, no substantial bias appeared:to.i
exist. IncluSion of those suspect questionnaires as. low |
planners may have induced a more s1gnificant bias due to the
real possibility that they were not filled in consc1entious—_
. ( : _ .

- For thoseyfirms!discarded‘becanse ofwthe‘impossibility
of obtaining any financial information, their inclgsionl{
would not have allowed any‘comparisons,\ This%potential bias
Was'éerceived as significant because of the 31 firms in-
voimed Because of the cut—off requirement and time pres—
sure such 1nformation was not sought ThlS research analy—.
sis’ 1s limited by this possible potential bias.u Inclusion
of these firms may or may not have produced different |
analytical results. | |

Measurements of Long Range Planning

One of the major-obstacles encountered in this research
stud§ was assessing and measuring formal longfrangefplanning
in the sample firms.v Relative ranklngs as a method of
measurement of long range planning was ChOSen over more

common, dichotomous methods. Other research studies have
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used dichotomous;methods which distinguish between planners .

and non-planners or between formal planners‘and informal
planners. It was felt that such methods do not represent

the actual variations in the degree'of.long range planning

- effort as practiced in large enterprises. As mentioned in

Chapter 2, other research studies indicate that most firms
'practice long range planning. The survey research which
provided the long range planning data base for this study
shows that 86% of the firms conducted some long range. plan-
ning. Examination.of these questionnaires showed.the
extent of the long range planning practiced varied,substanw
tially. This proportion compared favourably with.the 85%
and’the 95% reported in the‘Cleland_and Polishuk;studies‘_
previously mentioned in Chapter 2 of this report. In order
to give adequate consideration to these important vari-
ations, a‘ranking method was deemed essential. .

It would have been deslrable to create a measurement
system which would have dlstlngulshed between the sample
flrms not only on the basis of whether one flrm practlsed
more long range plannlng than another, ‘but which also would

have permltted an expression of how large the dlfferences

‘were between any two firms. Such measurement systems are

usually referred to as interval level measurements; At the
outset, it was recognized that constrUCtion of such a
measurement system for long range'planning would”be_wery
difficult, if not impossible;tht_aiso probably very mis-

}eading. Instead, design of the measuring system for long
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rangehpléﬂning in the sample firms focusedsoh‘ﬁethods which
enabled distinction merely on the basis of greater than ot.
'less than'. Such measurement systems are usually referred
to as ordinai or ranklng scales of measurement.

- It was possible'to develop fanking-methods which al-
lowed simple relative 'greater than' or 'less than' dis-
tinctions offthe long range plahhing-éfforts aﬁdhg the
firms. Such ranking methods, by neqéssity, were hased'upon
the'planning'elemehts surveyed in the~1968 questibnnaire?
The elements included in the questionnaire concerhed the
standardized prosedures employed in formulatihg the_longf
range plan and the nature of the-resulting-long rahge pian.

Ten planning characteristics were surveyed. They were as

follows:
l),. The existence of a corporate strategy that is
o written,
2) " The existence of a corporate strategy through -

‘which the company plans to achleve 1ts goals
‘and/or ‘objectivés, ’

3)  The existence of written goals and objectives,

4). - The existence of long range forecasts which are
revised on a regular basis for any three of:
'market, sales, production facilities, funds, or
personnel

'5) The existence of objectives which are spe01f1ed in
guantitative terms,

6) The existence of an annual review of the long-
range plans themselves,

) The existence of standard practices for conductlng
the’ long range planning effort,

8) = The ex1stence of standard practices for formally
reviewing and updating long range plans,
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9) The existence of an annual review of long range
planning procedures and methods,
10) The existence of a full time planning staff.
For the purposes of the research questionnairé, key.
terms were defined as follows:
- Company goals are broad, qualitative statements
which provide basic guidelines for the company's

activities.

- Company objectives are quantitative statements .
generally falling within the broad framework of
the company's goals.

- Strategy is a set of top management decisions that
commits the organization and its resources to a
sequence of major moves designed to accomplish
agreed upon goals and/or objectives. These moves
are conditional, depending upon the firm's future
‘environment. A specific date should be set for
each of these future moves. :

- Long Range Planning is,  primarily, formulating
company godls and .objectives and establishing a
strategy’ for accompllshlng these. goals and ob=-
jectives.

- Standard practices are written proCedurés'out-
lining a planned approach to long range ‘planning
activities.

A copy of these definitions was included with‘éach mailed -
gquestionnaire.

Two basic approaches were used iniestabliShingfthese
rankings. Adopting more than one method was elected in
order to increase the objectivity and discriminating power
of the rankings. Each method acted as a check dn>the other.
The first approach was based upon judgmental criteria of
what constitutes a comprehensive iong':ange plan. The basis

for the second approach was a survey polling of ‘relatively

well-informed individuals. This two-fold approach provided
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an inherent check for consistency of each’method of ranking
and also provided the opportunity for the cOnstruCtion of -

ranking methods which were discriminatory.

The objective criteria method of ranking created]three

categories of long range planning based upon what.was per-

ceived as comprehensive long range'planning. These criteria-
may be summarized as is shown on the following Chart V-2.
“High Planners"” were defined as firms which. indicated

they had a written strategy, written goals and written

: objectives, w1th the ob]ectives existing in a quantified

form. It was reasonable to suggest that a firm p0sseSSing
these attributes has analysed its own strengths and weak-
nesses, analyzed its env1ronment, determined its own present
prognosis, generated alternatives andgchoSen a_specific
series Of‘action moves. ~These firms have devoted snbstan—
tial effort to long range planning | h | ) |

. "Medium Planners" were defined as firms whlch had made
some effort"to project where they were‘g01ng, and had some
idea of the action moves they would make to 1nflnence their_
success These firms had made forecasts or prognoses of
important elements of their bus1ness and had developed a
strategy to cope w1th their antic1pated future.{ Their |
strategy need not have been written. | |

p VLom Planners“ were defined as firms which had made an
effort,at'long;range planning but had yet to develop eyen:an'
unwritten corporate strategy. Their efforts at long range
-planning:were indicated by‘the eight long rangeuplanning

characteristics which did not pertain to corporate strategy.




"ngh Planners”,

Planning Category

"High Planners"

"Medium Planners"

11
" CHART V-2

- Criteria for DlStlthlSthg Between
"Medium Planners", and “"Low. Planners"

Long Range Planning Characteristics

These firms were identified by:

1) ' an expression that they did formal

long range planning, and
2) a written corporate strategy, and -
3) written goals and objectives, and
4} objectives which were in a quantl—

fied form, and ‘
5) an existence of long range fore-

casts for at least three important

AdlmenSLOns of the business. -

These flrms may or may not have had:

1) an annual review. of thelr long
- range plans,
2) standard practices for conductlng

long range: planning,

3) standard practices for reV1ew1ng

and updating their plans,

4) an annual review of the plannlng

procedures and ‘methods, and
5) a full tlme plannlng ‘staff.

These flrms did not quallfy as "ngh
Planners" but did show: :

1) an expression that- they dld formal

' long range planning, and

2) existence of long range forecasts
for at least three important dimen-

: sions of the business, and

3) existence of a strategy, but not
necessarlly wrltten.‘

These flrms dld not~have:

1) a written corporate strategy, “and
2) written goals and objectlves, and
3) quantified objectives.

These firms may or may not have had:

1) an annual review of their'loth
range plans, :
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"T,ow Planners"

2)
3).
4)

5)
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standard practices for. conductlng
long range planning, :
standard practices for reviewing
and updating their plans,

an annual review of the plannlng
procedures and methods, and

a full time planning staff.

These flrms did not qualify as "High
"planners"” or "Medium Planners® but

they did indicate:

1)

2)

an expression that they did formal
long range planning, and

the existence of at least one of
the other long range plannlng
characteristics. .

These firms did not'have; o

1)

a strategy




119

- The polling approach established long range planningv

';ankings by surveying the opinions of informed individuals.

This was done in two ways. One may be descfibed as an
additive appfoach; and the other as a multiplicative‘ap—
prbach. The additive ranking method was detefmined by
examining the relative weightings giveﬁ for eadh:of'theften
long range planning characteristics. Each of the respon-
dents was asked to give each long range plannihg character-
istic a numerical value. The total of the ten_charadtgr—
istics was to equal a score of twenty-five. For ranking-
purposes, ﬁhe ﬁalue of each of the_individual"loné range
p;anning characteristics was deteﬁmined.byjaveraging the
estimaﬁes prepared by a combined total of twenﬁyffive doc~-
éogal students and faculty who were_chbsenvas‘pollinq‘reg—;

pondents at the School of Business Administration of_the

AUniversity of Western Ontario. A summary of the results

. obtained in this polling survey is attached as‘Appendix I1T.

Long range planning scores were then prepared for each of
the firms includéq in the sample by an application and
summation of these average values_to_the 1ong range planning
characteristics which existed in each firm. The méximum
long range planning score obtained bylany one firﬁ‘ih this
sample was 25 and the minimum.scofe proved to be twp. ‘These
scores wére then ﬁsed.to rank the sample firms:ih the order
of their long range planning'effoft. While'thié additive
‘ranking index was more objective and discriminating than the

judgment ranking method, recognition was given to the limitations
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of additive methods. Additive approachés,do not give

. adequate consideration to the interdependency of, and

pdssible synergy between, the varigus compobnents.

In order to overcome this possible deficiency, a
multiplicative ranking method was developed. AApproximately
40 graduating honoufs business students were preseﬁted with
26 combinations of the ten long range planning character-
istics and asked to give each combinatioh a score from 0 to
100. These particular combinations were chosen to ensure
coverage of a large portion of the firms in the sample.. To
control for consistency, two of thg 26 combinations were
identical. Those students who did not give thesevidentidal
combinations a long range planning score within five points
of each other had all of their long range planning scores
discarded. As a result, the long range planning scores for
each of the twenty-five different combinations were deter-
mined as the average score given by the remaining twenty
étudents. A summary of the results obtained in this polling
survey is attached as Appendix IV.

Firms in the sample which exhibited one of the 25

combinations were then given a long range planning score

" equal to the average'for the combination determined by the

polling survey. The maximum long range planning score which
any one firm obtained in this sample was 100 and the minimum
score was five. These scores were then used to rank the
sample firms in order of their iong range planning efforts.

This method was both the most sophisticated and the most
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discriminating of the. three measures. 'in many fespe¢£s it
proved almost as powerful as interval levéls'of‘measurement.

All three ranking methods were used in this researChi

study. The sample firms were ranked by each:of the threé{

different methods. Statistical tests were then conducted to

determine whether or not the resultant long range planhing
rankings were statistically similar. The three raﬁking
méthods were retained throughout the ana1YSis in ordexr that‘
their objectivity could be continually checked. A.compar~»
ison of the distributions obtained by the three scoring‘\.

methods are shown, in Table V-1.

TABLE V-1

Comparison of the Three Long Range Planning
Measurements on the Basig_pf‘GrQupingS':

_ - Additive Multiplicative
Planning Categories Judgment Polling Polling
(with additive and
multiplicative
planning scores
"indicated within

brackets)
N = 43 39 32
Low Planners 25.6%
(less than 14) 25.6%
(less than 68) , 34.4%
Medium Planners ' 39.5 o X
(14 to 21) 41.1
(68 to 92) . ‘ - 40.6
High Planners 34.9 :
(21 to. 25) ‘ 33.3
(92 to 100) . 25.0
100.0% 100.0% 100.0%
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In order to further check for consistency betweén'the‘
three different long range planning indices, Spearmaﬁ-Rank
Correlation coefficients  were computed. In each of the
three possibie combinations the degree of. association was

very high. The associations are shown in. Table V-2.

TABLE V-2

Comparison of the Three Long Range Planning
Measures on the Basis of Correlation Coefficients

Spearman

Long Range Planning Correlation Statistical

Measures Compared Coefficient Significance
Judgment to Additive . .88 .001
Judgment to Multipliqative | - .81 .001
Additive to Multiplicative .97 o .001

The tightvassociations and high‘statistical significance
levels clearly indicated that each of the three different
long range planning indices were each measuring the same
thing in a similar manner. The higher association between
the additive and thé multiplicative long range planning
-measures reflected the substantially greater discriﬁinating
power of both these two measures.

The above methods of measuring long range pianning may
seem elementary and crude. Empirical testing research in
the fiéld of long range planning is.presently in the early
development stage. This level of.development_pf~both the

theory and the research required the use of tentative tax- .

onomies. Advancements in this body of knowledge will likely .
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be made enly if pre—-empted by attempts to usevtentative
measurement methodologies. The usefulness of these tenta-
tivé'taxonomies can be determined only'after research util-
izing them has been conducted.2

Measurements of Firm Size

Firm size was measured on three dimensions} assets,
sales, and number of employees. These three size measures
were extracted from the 1968 questionnaires. Each is a
common financial measure of firm size. Insteed'of selectiné
one firm size measure, three measures were used\te increase
the likelihood that the check for a planning associetion was
with firm size rather than a particular financial variable;

When the firm size measures were extracted from.the.
questionnaires, they were tabulated into five categories.
The nature of these groupings are shown in thendata distri-
bution section which follows. During the subsequent analy-
sis, it was evident this category tabulation was: not the
best way of recording the firm size.measuree. It would have
been better to obtaln actual firm size measures. Actual
size measures would have been more dlscrlmlnatlng; These 
category size measures did, however, retain substantial
analytical information. This use of categories(is‘recog—

nized in the evaluation of the analysis and the conclusions.

2For a discussion of the use of tentative taxonomies
see for example, C.J. Burke, "Measurement Scales and Stat-
istical Models", in Marx, M.H., ed., Theories in Contemporary

Psychology (New York, The Macmillan Co.), 1963, p. 149.
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In addition to the measures of firm size,_tw§ other
firm measures were extracted from the survey quéstionnaires‘
These were: each respondent's attitude to a rating of his
firm's success over the past five years, énd the‘fate of
return (net profits after tax as a per cent of net worth)
over the past five years. Each of these measures had five
categorieé. These are shown in é following section - data

distribution.

Measurements of Firm Growth

. Firm growth was measured across:five dimensibns;
assets, sales, income, earnings per share, and comﬁon stock
market value. The choice of these particularAmeasures waé
made to give a.fairly comprehensive perspective of each |
firm's growth during the period 1968 to 1971.’ Each of the
five measures are familiar, easily understandable measures
which are often used to describe any>firm!s présent status
and progress. Their relevant definitions were based on
historical accounting information extracted from published
financial statements. The facilities of‘the Financiél-
Research InstituﬁeUWere employed £o obtain much of‘this
financial_information. Aided by the Canadian Institute of
Chaxtered Accountants, certain adjustments were made'to this
data bank of published figures to make them moré_appro?riate‘
and consistent. The relevant definitions employed were as
follows:
Assets

Represents. total assets as reported by the company
subject to adjustment for accumulated depreciation if it is
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not deducted from gross plant by the. company on the asset
side. '

Sales
Includesﬁ . , LR . .
1. Sales, net of: trade discounts, sales and ekcise
taxes, returns and allowances S :
2. Gross revenue from which net income is derived
3. Exchange adjustments from the conversion of
foreign sales into Canadian dollars. -
Income

Con31sts of pretax income less income taxes on a de-
ferred tax basis and less minority interest.
Note: Extraordinary items are excluded from net income. "

Emp loyees

Represents the number of full-time employees employed
by the company at its flscal year—end

Market Value_of Common Stock

Represents the average of the stock's high price during
the fiscal year and the stock's low price during the fiscal
year times the number of shares outstanding which represents
the number of common shares used to calculate per share
income account values. Usually this item will be the actual
number of shares outstanding at the fiscal year-end. If the
company has con51stently reported net income per share on ’
the basis of average shares, this item will be the average
shares outstanding as reported by the company. If there is
more than one class of stock which shares in the distri- -
bution of income, this item will include the number of
common equivalent shares of that class. Proper adjustments
are made for stock Spllts. : S '

Data Distribution

This section summarizes the data.

do -

Asset Size ‘ _ Number %
Under 25 mllllon ' 5 11.6
$25-$50 million 3 7.0
$50-$100 million 5 11.6
$100-$250 million 9 20.9

Over $250 million 21 48.9

43 100.0




Sales Size

Under $20 million 4 9.5
20-50 million 5 11.9
50-100 million 5 11.9
100-300 million 16 38.1
Over 300 million 12 28.6

42 100.0

Number of Employees

Under 1000 9 21.9
1-5 thousand . 15 36.6
5-10 thousand 10 24.4
10-25 thousand 5 12.2
Over 25 thousand 2 4.9

41 100.0

Average Rate of Return (Net Profits after tax as a percent
' of net profit) .

Up to 6% . .
including losses .4 9.8
6-10% 16 39.0
10-20% 19 46,3
20-30% 2 4.9
41 100.0
Self-Rating of the Company's Success over the Past 5 Years
Not very successful 1 : 2.3
Moderately successful 22 51.2
Very successful 16 37.2
Outstandingly successful 4 9.3
43 100.0
Ranges of. -Subsequent Firm Growth -
Sales growth 92% to 214%
Income growth 39% to 366%
EPS growth 27% to 366%
Asset growth 95% to 246% )
Market value of common
stock growth 45% to 446%

Analytical Procedures

To accomplish the research objective of détermining
whether there were associations among long range planning,

and firm size, and firm growth, correlation statistical
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techniques were employed.3 Correlation tests are statis-
tical procedures for testing for the existence of both an
association in some population and for measuring the degree
of association between the two variables.

The most common and widely applied correlation proce-
dure is the Pearson product-moment correlation. This para-
metric statistical procedure~requires scores which‘represent o
measurement in at least an equal-interval SCale} It aiso'
assumes that the scores are from a bivariate, normal popu-
lation. Singe.tne measurement of long range planniné;waS‘Qf
ordinal measurement: i.e., the values are_numeric_and cbuld
be arranged in increasing or decreasing-order, althougn
these rankings did not explain the distances between the
rankings, it was considered more appropriate to use a>non—
_parametric correlation procedure. These procedures make:nov
assumptions about the shape of the populatien from which the
scores are drawn and are capable ef handling measurements
Wthh may be ranked The partlcular test chosen was the
Spearman rank correlatlon coefficient which was the earliest
developed rank correlatlon technlque and still remalns the

best known.4 For the benefit of those people who may be

3For further discussion of this statlstlcal test, see
any basic statistics book. For example, Mason, R.D.,
qtatlstlcal Techniques in Business and Economlcs, Rlchard
Irwin, Inc., Homewood, Illinois. ’ ,

. 4For further explanation of thié'non—parametric“pro-
cedure see, for example, Siegel S., Won-parametric Statis-
tics for the Behavioural Sciences;, McGraw-Hill, 1956.
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unfamiliar with the non-parametric statistical procedures,
Pearson correlations were also computed and are presented in_
addition Eo the Spearman Rank correlations. |
In addition to correlation procedures, partial correl-
ation procedures were conducted. Partial correlation
provides a single measure of association describing the
relationship between two variables while adjusting for the
effects of one or more additional variables. 1In essence,

partial correlation enables removal of the effect of the

‘control variables from the relationship between the indepen-

dent and dependent variables.

The calculations in this research analysis were per-
formed primarily with the aid of a system of computer pro-
grams known as the "Statistical Package for the Social
Sciences (S_PSS)"5 at the Computing Centre at the University
of Western Ontarig. The SPSS system is the most comprehen— 
sive set of programs presently available for social.sciénce
iesearch. It is in extensive use as a major research tool
in a large number of respected academié institutions in the
United States and Canada. High confidence is universally
given fo the validity of its pfograms.

Summary
This chapter has described the nature of the research

methodology of this study. The study was explorative in

SN.H. Nie, D.H. Bent, C.H. Hull, Statistical Package
for the Social Sciences, McGraw-Hill, New York, 1970.
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nature. As such, it suffers from substantial limitations.

The study is most useful to those interested in developing

the theory of planning. An overview of the reéearch design
waé presented, followed by: déscription of,thé.réseérch
sample, the measurements of long range planniﬁg, the measure-
ments of firm size, measuremeﬁts of firm growth, the data
distribution and the statistical procedures eméloyed in the

analysis.
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Chapter 6

ANALYSIS OF FINDINGS
LONG RANGE PLANNING, FIRM SIZE
AND SUBSEQUENT FIRM GROWTH

This chapter summarizes the analysis of the research

study described in the previous chapter. While the explor-

ative nature of the research and the research desigh fef
quires that all findings be considered tentative; tﬁe
findings do appear to be significant to those interested
primarily in the theory of planning. The analysis indi-
cated: |

- the practice of long range planning iﬁc:eased with
firm size, |

- long range planning was practiced toya\g:eater
extent by firms which subsequently experienced
slower growth than it was in firms which exper-
ienced more rapid subsequent growth,

- both firm size and subsequent growth were import-
ant'variables related to the practice of long
range planning, and

- larger firms grew at slower rates than meaium size
'firms. |

Discussion follows-under the headings of: qomparison of
firm size and long range planning, cémparison of attitude to
successfulness and long range plaﬁning,.compariéon of long
range planning and average rate of return, comparison of

long range'planning_and subsequent firm growth, comparison



of firm size and subsequent firm growth, theiinteraction of
growth, size and long range planning, summary of findings,
and discussion of findings.

Comparison of Firm Size and Long Range Planning

' This section describes the tests for a relaticnship
between long range planning and firm size. The normative
long range planning literature suggests no relationship
should exist =- especially among relatively large firms.
From the perspective of the total.economic'system, that
literature suggests a positive relationship~between planning

and firm size. The findings of this analysis support the

-latter position.

Table VI-l, summarizes the.statistical results:of the
comparison of firm size»with long range planning. Tne firms
included in this sample were drawn from a population frame
representing the 300 largest in Canada. Therefore, all are
relatively large firms. Within this;poéulation_thevanalysis
indicated a positive relationship between firm size and long
range planning. Since the other tables presented in this
chapter are s1milar to Table VI-1l, this table is described
in detail. |

Two tests for association are indicated by the headings
Spearman test and Pearson test. The Spearman.cerrelation
test is‘theoretically more appropriate as it has.been
specifically designed for ordinal measurements. The more
common Pearson test assumes interval measnres. Since the

multiplicative planning measure closely approximates an
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Table VI-1

'COMPARISON OF ‘LONG RANGE PLANNING AND FIRM SIZE

Long Range Planning Measure , Firm Size Measure

Asset Sales Employees

Spearman Test:

~Multiplicative Planning Measure

- Coefficient .18 .29 .59
- Significance _ .16 .06 .00

Additive Planning Measure -
- Coefficient ' ) .22 .41 .46
- Significant level : .09 .01 .00
Judgement Planning Measure

- Coefficient : .11 .25 .26
- Significance level o .24 .06 .05

Pearson Test:

“Multiplicative Planning Measure

-  Coefficient ; - .24 - .33 .60
- Significance : e .10 .04 - .00

2T .
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interval measurement and because partial Pearson»partiale
correlations are used in a later section of this chapter the
results of both are presented. The Pearson and ‘the.- Spearman
correlation tests vielded similar results. |

‘The Long Range Planning Measures heading is'sub~dividedp
into the three long range planning measures described.inn
Chapter 5. The Firm Size Measure heading presents»the three
firm size measures, assets, sales and employees. for each
combination of size and planning measures the correlation
coefficient and the statistical‘significance-level:are:
shown. |

The correlation coefficients of asset size with plan—}
ning were low o ranglng from .11 to .22. They were all
positive, however, proViding eVidence of an. assoCiation
between long range planning and asset_Size. ?hese low
coeffiCients were poss1bly caused by the unusual distribu-
tion of the sample firms on the basis of asset Size.
Reference is made to Chapter 5 Wthh showed that 49% of the
sample firms were in the largest asset size category. This
distribution allowed for minimal discrimination on the basis
of asset sizerv The ability to detect relationships between
planning and asset size was therefore limited.

The comparison of sales size'with planniné yielded
higher correlation coefficients -- ranging_from .25 to .41,
These associations indicated firms with larger sales size
practiced more long range planning. The distribution of the

sample firms amongst the five sales size categories, as
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shown in Chapter 5, are heavily weighted in“the laigest two
size categories. This sample distribution; whiie mdre even
thap the asset size distribution, also, makes the deteqtion
of‘any true’undetlyihg association difficult.

The association between employees size and §lanning was
both stronger and more étatisticaily signifiqanﬁ. The
correlation coefficients ranged from .26 on the least
discriminatiné judgement planning measure to .59 on the moét”
discriminating multiplicative planning measure. Statistical
significance levels of .05 and .00 were excepfiqnally high.
Chapter 5 showed the sample firms Were_more;evenly distri—‘
buted amongst the five employees size categories, than they
were for assets or sales size. . For this reason employees
size may have been the best measure of firm sizé in this
sample. The analysis indicated larger firms practiced more
long range planning than smaller firms. o

Examination of the three size vari?bieé together
indicated a positive relationship bétween long_?ange plan-
ning and firm size. While the results were not either
consistently'high on degree of association ér on statistical
significance they indicated a relationship. Becaﬁse both
the population and particularly the sample were hea&ily
weighted with larger firms it is probable that a full range
of firm.sizes would show a stronger relationship. Employees
éize had the widest distribution of the three Size_variables
in this sample. It was, therefore, the most 1ikeiy size

measurement to indicate the existence of a relationship.
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The high association between planning and employees size
indicated a statistically significant strong relationship-

between firm size and long range planning.

Comparison of Attitude to Successfulness and Long Rahge Planning

The normative litérature in Chapter 2 'suggests that hQ
association exists between planning and,selﬁ—éerception of
successfulness. The anti-planning viewpoint implies~tha£ a
negative relationéhip may exist. The Najjar study proVides
some émpirical-evidence to indicaﬁe the existence of a |
hegative relationship. The findings of thisvstﬁdy indicatéd :
a negative relationship. |

Table VI-2 presents the aﬁalysis of the association
between each respondent's seif rating of hisifirm's §uc¢ess—
fulness_and planning} The degree of associations were not
high -= r;nging from -.14 to -.27. .All th:geléompa#isQns,
hpﬁever, were negatively related. High significancé_levgls
of .05 were fouhd on two of the cbmparispns. Thgse‘find—
ings, combined with Najjar's findings, increaseé suépicion
that long range planning is practiced more in firms not
satisfied with their performance.'

Comparison of Long Range Planning and Average Rate of Return

Table VI-2 also presents the analysis of the compa:ison.
between long range planning andvﬁhe firm{s average’faﬁe of
return over the past five yearé. The results_indicated no.
reié#ionship e#isted. The degree of association rénged ffom
,;O to .17. The comparison usiné_the multipligati&e plénf

hing measure -was negative. The low associations, the
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Table VI-2

COMPARISON OF LONG RANGE PLANNING AND
- SELF-RATING OF FIRM'S SUCCESS AND AVERAGE RATE OF RETURN

Long Range Planning Measure

Average Rate

Self-Rating of of Return
Firm's Success 5 - Years
Spearman Test:
Multiplicative Planning Measure
- Coefficient : -.14 -.15
- Significance .23 .22
Additive Planning Measure
- Coefficient. : -.27 ' .10
Significant level .05 .28
Judgement Planning Measure
- Coefficient : : -.26 .17
- Significance level ‘ .05 _ . .14

9¢T
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mixture of positive and negative associations, and rela-

tively low significance levels, indicated no relationship.

Comparison of Long Range Planning and Subsequent Firm Growth

“This section describes the analyses of the-test fdr
association between long range planging and subsequent firm
growth. The normative.literature'oﬁ long range planning
states that firms with more long range planning perform
better. Thus, firms with more planning may be expecﬁed to
grow more rapidly. The anti-planners suggest'long ranée‘
planning is practiced in face of adversipy. Froﬁ,that it
maylbe inferred that fi:ms which plan mdrgkwiil grow slower;
Galbfaith's total industrialjsystem ﬁerspectivé suggesgs‘
that firmsnplaﬁ to contain and grow less rapidly..‘The
findings of this study indicated planning is associaﬁed with
slower subsequent growth. This may not mean*phat 1oﬁg_range
planning.leads to slower growth. However, lpng fénge
planning was more evident in firms which experienced siower
subsequent growth. Iﬁ.may be that firms confronted with
iower growth expectanqies do mo;e:planﬁing. It may alsb be
that firms which.élan more accept lower gro&th fér.greater
éecurity. ‘ | |

Table Vij3 summarizeé the statistical resﬁits‘of the
comparison'between.subsequent growth and long range plan-
ning; The multiplicative planning measure yieldeé the
highest correlation cqefficients and statistical signifi-
cance levels. Because the multiplicative plénning measure

discriminated the most, it was most capable of uncovering
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Table VI-3

COMPARISON. OF LONG RANGE PLANNING AND SUBSEQUENT FIRM GROWTH

Long Range Planning Measures ' B . Subsequent Growth Measures
Asset Sales . Income Earnings Per Market Value

Growth Growth ' Growth Share Growth Growth

Spearman Test:

Multiplicative Planning Measure

- Coefficient . . =.39 -.35 -.13 -.16 -.23
- Significance level .01 .02 .26 .19 .11

Additive Planning Measure

- Coefficient. . -.16 . .-.01  =-.0Ll -.08 .21
-  Significance level .17 . .47 .49 .33 .10

Judgement Planning Measure

- Coefficient -.29 -.02 .08 -.03 -.34
- Significance level .03 .45 S .32 .43 .01

Pearson Testﬁ

Multiplicative Planning Measure

- Coefficient -.36 ~.41 -.35 -.34 . ~.34 i
- Significance level , .02 .0 . ..03 .03 .03 -

8E¥
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associations. The other two planning measures corroborated

the direction.

All the associations between each of the five growth
measures and>pianning wére negative.' Assét growth ﬁigh—
lighted this relationship. The correlation cbeffibient
was —~.39 at the .01 statistical significance level. The two
léss discriminatihg planning measures corroborated this |
negative relationship. Sales growth exhibited the next
highest relationship of -.35 at the .02 statistical signi-
‘ficance level. The two less discriminating planning measures
corroborated this associationf Income growth, earnihgs per
share growth.and common stock market value_gfowth, a;l:'
exhibited negativé correlation coefficients with{plannihg.
While the correlation coefficientsland the significance
levels varied widely the consistency éf the direction
sﬁggested a negative relationship betweenilbng range plan-
ning ahd subseqﬁent growéh. .

It Qas unreésonable to interpret these findings fo mean
long_range.planning leads to poorer économic perforﬁancé. |
Instead, it may be that long range planning is é pfoduét of
perceived future adversity. Firms faced with the prospects
of.declining_growth'rates may substantially iﬁtensify'their
efforts at long range planning. - If actual subsequent growth
is treated as proxy for management's growth_éxpectanciesA

these findings then corroborate the finding that firms with

lower growth expectanciés practice more long range planning.

Chapters 3 and 4 of this report have addressed this issue.
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Comparison of Firm Size and Subsequent Firm Growth -

The relationship between firm size andjgrowthkwae
considered. This relationship is of interest to economists-
and scholars of business. Traditional economic theory
sugcests.firms reach an optimal size after which disecono-
mies of size arise. When this oceurs larger firms grow at
slower rates than smaller firms.

| Other theories agree this.phenomenon exists. 'Penrose.*

n, -The Theory of the Growth of the'Firm,l‘hypothesized

medium size firms grow at faster rates than large size
firms. She didinot agree with the diseconomies_of scale
cgncept,: Penrose suggests, instead, that mediuﬁ size firms
grow faster than larger firms because the_proéortrcn of |
managerial services available for expansiop decreases as
firms become larger. Gelbraith states there is no funda-
mental reason for any diseconomies of size. In‘his view |
there is no limiting optimal size. Galbraith belleves that
larger flrms grow less rapidly because they are not pri-
miarly motlvatediby profit maximization. In his view largerA
firms practice plenning_to contain growth; reduce risk and
preserve managerial autonomy.

Whatever the reasons, there is substantiai belief that_
larger firms grow at slower rates than smaller firms. |

Review of the literature did not uncover aﬁy empirical

lEdlth T. Penrose, The Theory of Growth of the Flrm
(Oxford: - Basil Blackwell & Mott, Ltd., 1959)
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research supporting this position. The findings,of this
research study provides some support.

Table VI-4 summarizes the comparison of size and
growth. A statistically significant negative relationship
was found betweenufirm size and subsequent growth. 1In all
of the comparisons between size and'growth the analysis
yielded negaﬁive correlation coefficients at reasonably high
statistical significance levels. The correlafions coeffi-
cients ranged ffom -20 to —;37. Statistical sighificance
ranged from .11 to .01, This empirical evidence indicated
larger firms grewvat slower rates than sﬁaller.firms..

ThefInteraction of Growth and Size and Long Range Planhing

The previous sections showed that the analysis indi--

cated:
1) long fange planning increased with firm size,
2) long range planning decreased with firm éubsequent
growth, and
3) subsequent growth decreased with firm'size.

It was possible that the associations between planning and
size, and between planning and_grbwth were.spuriously caused
byAthe relationship between size andAgrowth. Cqmparison Qf
the size of the coefficients on the various.relationships
did not indicate whether or not this was so. To clarify
this possibility partial correlation tests were perfofmed.
Because the partial correlation test is a parametric
statistical procedufe it was necessary to. treat the long

range planning measure and the firm size measures as interval




Table VI-4

COMPARISON OF FIRM SIZE AND SUBSEQUENT GROWTH

Size Measure | , o , Subsequent Growth Measure

-Sales Income Asset Earnings Per Market Value

Growth Growth Growth Share Growth Growth

Assets '

- Coefficient ~.19 -.29 -.31 -.31 -.37

- statistical significance .11 .04 .02 .03 .01
Employee

- Coefficient -.27 -.28 -.28 -.24 -.27

- statistical significance .05 .05 .04 .07 .04
Sales

- Coefficient : _ -.24 -.20 ~.23 -.20 -.31

= statistical significance .06 .11 .07 .11 .02

2T




‘143

measures. .Comparison of the results of the Spearman and
Pearson correlatlon tests prev1ously presented in Table VI-1
and VI-2 showed they ylelded similar results. For thls‘ |
reaeon, there was high confidence that the measurements were
sufficiently adequate to permit use of the partial cofrela—
tion procedure.

Table VI-5 summarizes the results of this test.
Coméarison.of the coefficients, between long range planning
and firm size controlling for the effects of each of the
growth measures, with those between planning and eize |
obtained by the Pearson test previcusly presented on Table
Vlfl,‘shoWed that the associations between planning and firm
size were not spurious.. While controlling for groﬁth‘ |
consistently‘redﬁced the degree of association between
planning and firm size the amount of the reduction was
mlnlmal ‘ Employee 31ze and sales size held up well when
controlled for each of the five growth measures. Asset size
also held up fairly well. Long range plennlng>was:pcsi—-‘ |
tlvely associated with firm size when controlled for the
effects of growth.. |

Table VI-6 summarizes the results of tﬁe comparison of
long range.planning to growth when the effects-cf size were
controlled. Comparison of these coefficients with the |
Pearson test coefficients previously shown on:Teble Vl%3
showed that contrclling for size only marginallf reduced.the
degree of asecciation between planning and subseqqent>

growth. Each of the five growth measurements held up




Table VI-5

COMPARISON OF LONG RANGE PLANNING AND FIRM SIZE
’ CONTROLLING FOR GROWTH

Size Measure

Growth Measure
Controlled _ Assets - : Sales Employees

Sales Growth

- Coefficient . .17 .26 . .55
- Significance .20 - .10 .00

Income Growth

- Coefficient .15 - .28 .55
-  Significance .23 _ .08 ' .00

Asset Growth

- Coefficient .14 | .27 .55
- Significance : .24 ' - .09 . . .00

Earnings Per Share Growth

- Coefficient . .15 - .28 ' ' .56
- Significance C .24 .08 - - .00

Market Value Growth

o Coefficient .13 , : .25 .56
- Significance .27 11 , : . .00

'jﬂ'




Table VI-6

- COMPARISON OF LONG%RANGE-PLANNING-AND‘GROWTH CONTROLLING FOR SIZE

Size Measure Controlled . . Subsequent Growth Measure
o o . Asset - Sales Income Earnings Per Market Value
Growth Growth Growth Share Growth Growth
Assets
- Coefficient =31  -.39  -.30 -.29 -.27

- Significance .06 .02 .06 .07 .08
Employees Size |

- Coefficient -.25 -.33 -.24 -.25 -.22
- Significance w11 .05 .12 .10 .13

Sales Size

- Coefficient : -.31 -.36  -.31 -.30 © -.26

sut
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particularly weil when controlled for the effects of firm
size. Long range planning appeared negatively related to
growth when controlled for the.effects of firm size.

In summary, the positive association foundAbetwéen long
range planning and firm size and the négative assnéiation
found between long range planning and subsequent,firm groch
appeared to_be true relationships. They were not spuriously
caused by the negative association found between firm sizé&'
and subsequent growth. |

Summary. of Findings

‘The analysis of this research study indicated findings
which, to the author's knowledge, haveunot‘béen add:essed-in
other empirical testing research. The explorative nature‘of
the.study and the resulting research design reéuires_the
findings be considered tentative. It is belieﬁed,_however,
phat.evén as tentative findings they will be of significant‘n
interest tofresearchers interested in fhe devéldpiné theory
of planning. 'Thé findings were: .

.l l) long range planning inqreased with firm size._

_2) firms w%th lower perceptions of theif-énqcensful;_
ness practiced more.long range planning,

3) long range planning was practiced to a greéter
extent in firms which subseqnently experienced
slower'growth, |

4) both subsequent growth and firm size were importf
ant vafiables for indicafing the amount of long

range planning practiced, and
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5) large size firms grew at slower rates than medium
size firms.

Discussion of Findings

The aﬁthor believes the tentative findings described in
this chapter aid in clarifying the literature on long rahge
strategic planning. The findings while tentative cast doubt
on an implicit assumption held by authors writing from the.:
point of view of the individual firm. In Chapter 2, The
Literature on Long Range Planning, it was shown that bqth
Argenti and Steiner tend to believe that planning should not
vary by firm size. No empirical research was uncovered to |
test this position. The findings of this study indicate_
that a positive association exists between planning and firm
size. H

Chapter 2 also discussed Galbraith's position on
planning as an observer of the total economic syéteﬁ. ‘He
states thét a relationship exists between longArange plan-
ning and fifm size. His position, however, is based on
personal observatidn, void of any apparent'supﬁortive eﬁ-
pirical évidence. The.findings of this study provide em-
pirical evidence to support the position of an association'
between planning and. firm size. | |

In Chapter 2 also showed many‘authors strongly advo-
cating the pqutice of long range planning because they
believe it iméroyes:puSiness success. Only one emﬁirical.

study was uncovered to support this belief: That‘study, the
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Thune and House study,2 found, on the basis of-pair~matchéa
'formal planners' versus 'informal planners', that 'formal
planners' significantly outperformed 'informal planners'.
In contrast, the findings described in this chapter showed
that firmsewhich planned less grew more rapidly. These
findings andithe Thune and House findings may not, however,
be incompatible. It is tempting to suggest that long range
planning may lead to slower growth. This.interpretation
does not appear to be reasonable. -Instead a more reasonable
interpretation of the findings of this study is that plan- .
ning is intensified in firms confronted with_greater‘advers—
ity. Thus when the population of firms.is viewed in total,;
firms that plan more are ohserved to perform worse than
firms which plan less. The observation implies‘a causal
relationship hetween adversity and planning rather than.one
between plannlng and poorer performance. ‘ |
This 1nterpretat10n is consistent with the flndlngs
pertalnlng to the relationship between long range plannlng
and managerial satisfaction with performance. Chapter 2
describes Najjar's3 finding that firms‘which plan more
expressed lower managerial satisfaction w1th proflts and
sales growth. Similar results were found in this study A.

negative association was found between long range planning

2S. Thune and R. House, "Where Long Range Planning Pays
Off - Findings of a Survey of Formal, Informal Planners",
Business Horizons (August, 1970), pp. 82-87.

3Mohamed A. Najjar, Planning in Small Manufacturing
Companies: An Empirical Study (unpublished doctoral disser-
tation, Ann Arbor: University Microfilm Inc., 1966).
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and a self rating of each firm's successfulness.' Firmsi" |
where managers are less satisfied with perfprmance appear to
practice mere long range planning. It may be that an
adverse growth environment confrbnting the firm leads to
managerial dissatisfaction and in turn to more intense long
range planning praetices. Alternatively, it may be that
increased planning leads to increased awareness and undexr-
standiag'which causes greater concern and dissatisfaetidn° 2
Whatever the reasons, there does appear to be a link between
adversity and planning.

The literature described in Chapter 2 cencerniné
reservations about the practice of long range Qlanning has
twq'main aspects. The first concerns the usefulness of long
range planning. The second concerns the inqlipation‘of top
ﬁanagers to plan. 1In terms of usefulnesa those with resei-
vatipns believe that_long range planning may_be_aiwaSte of
scarce manageﬁent energy. They beiieve its praetice may
iﬁpair performance. This belief is inconsistent with the
Thune and House findings. If thaf study is ignqred, the
tentative findings described in this chapter are; at mini-
mum, consistent with the views of the reservationiets.

In terms of management's inclination to plan, the
findings of this study are consistent with the behavioural
theories described in Chapter 2. Cyert and March contend
that management~is_mainly reactive rather than‘proaetive.
They support their position by empirical case observations.

The generally nedgative relationship between planning and
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growth and between planning and self rating of successful-
ness, aé described in this chapter, may indicate that long
range planﬁing is a form of managerial reaction. Currently
planning is generally perceived, at least in theory, té be a
proactive mode. Its practice may be instituted and intens-—
ified by management's.reaction.to advergity. Firms whigh
are finding it difficﬁlt to perform well may react by 
ihtensifying their long range planning effort. This inter-
pretation is consistent with the findings of this study.

Chapter 2 considered planning as part of the tqtal ‘
economic system. The views of»John Kenneth.Galbraith were
discussed. Galbraith's observations of why firms plan are
relevant to the findings presented in this chapter. Gal-
braith_suggests firms plan to preserve managerial autonomy
;ather thaﬁ to improve economic performance. The reverse is
suggested by £hose who advocate the préctice oprianning.
The findiﬁg of a negative relationship between planning and
grbwth presented in this chapter is consistent~with Gal-
braith's contention. Galbraith contends that whilevgrowth
is important, profit growth is not of paramount importance,
The findings presented in this chapter lend support to
Galbiaith's previously untested observations that.plaﬁning

is not done mainly to achieve growth.
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Chapter 7

SUMMARY AND CONCLUSIONS

This concluding chapter presents a summary of the.
research project. An outline of the topiés cdvered is as
follows: description of the study, conventional wisdqm,
research methodology, summary of major findings, intefpre—
tation of findings, suggestions for additional research,‘énd"
impiications for business prabticeﬂ

Description of the Study

This research concerns the merits of étrategic long
range planning. Consultants, professional planners, and
academics_recommend long range planning as an esSéntiall
technique‘of general management, in journal)'books, and
seminars. Others hold reservations about planning as an
effective management technique. 1In their opiniqﬁ,_planning‘

yields few, if any, positive results and may poséibly have

" negative effects on the firm. The many problems of conven-

tional wisdom describing long range planning presents little
empirical research helpful in clarifyiné these differences.
Obtaining the definitive answer will always be im—
pogsible, Contro}led scientific experimenﬁs cannot be
conducted on this.subject. No one will ever know for suré
how well a firm practiding formal long range planning would
have performed without it. Similarly, it cannot'be:kﬁown
how firms without formal planning would have performed with

it. Researchers have used various methods to overcome, or




at least minimize, this_reseanch problem. AUndersfandably,
these efforts have not been completely Satiefaotory. 'This
project was subject to the same limitations.‘A | |

This study approached the issue by_coneidering'the
baeic relationships'of long range pianning to firm size and
to firm growfh. Knowledge of these relationships provides-a
base_for.reasonable inferences about the controversial

issues of long range planning. No empirical research was

d;scovered in the literature addressing these-relationships;f

The research findings of thisrstudy«indicated thegexiétence
of certain basic relationshipe, Interpretation of these
lead to increased understanding of the evolution of the long
range planning process inside firms and‘provided insight_
into proper application. The overall oonolusion was tnat-
long range planning is neither a cure-all nor a_faa. Long
range planning should be viewed as an expensfre but impor—
tant technlque, which, when used dlscrlmlnatlngly can offer
substantlal beneflts to managers. .

Conventlonal Wisdom

The llterature on long range planning is malnly norm-
ative. Most is written from the perspective of the manager
in an individual firm. The empiricallyAbased research has

malnly limited 1tself to surveylng actual practlces and to

'attempts to compare the performance of 1nformal planners

with formal planners. The literature strongly advocates
long:range planning. A brlef summary of the conventlonal

wisdom follows:
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- long range planning is extensively précticed,

- firms conducting long range planning perform

betterxr tﬁan similar firms which do not,
- long range pianning will improve any firm's
perforﬁance,' o

- the basic long range planﬁing process should be
the same regardless of firm size or firm grbwth
expectancies,

- long range planning should be practiced in a.

comprehensive all encompassing;mannerj and

- all competent top managers shbuld engagé in the

practice of long range planning.

Notably absent from the long range planning literature
is any emphasis on reservations or its limitations,_iNever—
theless, there exists a hard core of top business managers
whose experience causes them to be skeptical of long range
planning. They are concerned about its cost, its complex;
ity, its tendency to be abstract and.unreél, the danger that
planning ieads'to inflexibility aﬁdviést~opp6rtﬁnities, and
how it can be integrated into the managehenﬁ aﬁd operating
processes. These controversiai issues will probably never
be completely resolved. | ’

Analysts have also considered the roie‘of corporate
planning in the total economic system. The best known of
theée writers is J.ﬁ. Galbréith. In his view, maﬁagers use
planning as the main instrument to ovércomé corporate

constraints, to master their environments, and thus to
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increase thelr security. He assumes that planning is'widely'

practiced and suggests or implies:

planning increases with§firm size,

beoause of the implicit, trade-off with risk, firms.
that plan more grow slo@ér than firms that plan
1ess,.

however, firms which plan more will be 1ess.1ike1y_
to experience losses,

the growth of firms.that.plan nore wili_be 1ess.
variable than that expefienced by firms that plan
1oss, and

planning has been and is so effective in increaga
ing the economic poﬁer of corporations that
government should counteract this corporate

control of the economy.

This study was built upon the existing conventional

wisdom. While there are obvious conflicts in the points of

view Galbraith's observations more directly describe pos-

sible relationships which may exist with 1ong‘range plan~

ning. This study examines empirical data to determine the

‘existence of some of these relationships.

Resgearch Methodology

This project consists of two complementary but indepen-

dent studies. Each checked the association of long range

strategic planning to the firm's environment and to the

nature of the firm. One study is based primarily on secon-

dary data sources, while the other is based entirely on

primary data.
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The first study measured long range strategic plaﬁﬁing
from the responses to an extensive survéy queStionnaire
conducted in 1968. A taxonomy was developed for dategori—
zing firms on the basis of their long range plahningueffprfs;
Ranking methods were also developed to facilitate relative |
judgements of the degree of long range planﬁing in each firm-
in a sample of 43 firms. Actual subsequent growth wés
measured up. to 1971. Five common growth measures were used.

These were asset growth, sales growth, income growth,

earningsvper share growth and common stock market value

growth. .Firm size was measured at 1968 in terms of assets,
sales and employees. Statistical techniques werefapplied to
these three types of measurements to check for aésp@iatidns;,
~The second study assessed the actual practice of long
range strétegic planning. Top execuﬁives were in;erviewed
in a sample of 40 firms. Thesé_interviews‘exp;ored’each” B
firm's~formal planning process with emphasié'on how.they |

controlled, monitored, forecasted, and,geﬁerated alter-

" natives for their firm. Inquiries were also made_aboutvthe

nature of any formal long range plans,' Specific questions
were asked about the following inputs to the long range
planning process: |

- operating statements,

- annual profit plans,

- one year market and sales foregaété;

- : greater than one year ﬁarket énd_salés.fbreéasts,

- financial forecasts,
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(o production facilities forecasts,-

- pereonnel forecasts, and

- staff specialists. |
Categories were developed which allowed classification of
the sample firms in regard to each of these.

Growth was measnred by askingAeach manager about his
perception of his firm's growth prospects. Inguiries were
made of each firm's expeqted future sales growth rate, past’
sales growth rate, industry growth stage on the product life:
cycle, attitudes to. performance and other measuree ofvgrowth '
prospects. Firm size was meinly measured by.sales size.
Statistical techniques were used to check these measurements
for associations.

Summary of Major Findings

The findings of the two sepafate research studies
comprising this project were consistent with each‘other. To
the writer's knowledge, none 6f the planning litereture has
previously mentioned similar.findingSQV Corrobgre;ion from
tWQ studies, where each differed‘on the basis of: the
samples, the time frames, the information gathering tech-
niques, and ﬁhe methods of measuring the relevant quiablee;
increases_the likelihood that these sample baeed findings
hold general validity. The findings relate to: the rela-
tionship of planning to each of firm size and firmngrowth,
the nature of the planning process, and the‘development of
theAplanning process. These findings were: |

1) A positive association existed between long range
" planning and firm size.




157

This association was found in . both studies. . In tﬁe
interview based research, both the number of planning sub-
procegses and their comprehensiveness were greéter.in larger
size firﬁs. In the research using secondary data, a bosi—‘
tive correlation was found between planning and firm size.
While the existence of this association may have intuitive'
appeal, this finding is significant because priof to this

study no known empirical evidence had been gathered to

support this proposition.

2) A negative association existed between long range
planning and firm growth.

The two studies corroborated this finding. The inter-
view based research found a negative assbciatibn, both in

terms_of'the'number'of planning sub-processes and their

- comprehensiveness, and management's expectations of future

firm growth. Two sets of analytical results indicated this
association in the research employing the seconaary data.
Negative correlations were found between planning and actual
subsequent firm growth. Indiéations of negative cprrelation
were also found befween management's self-rating of his
firm's successfulnessiand planning. ‘It would-éppear thére

is an important relationship between a firm's growth environ-
ment and both the nature and“ihtgnsity of its‘plaﬁning-
effbrts.‘ Firms confronted with adverse growthAenvironﬁents

appear to practice more planning.

3) Long range planning as practiced did not appear to
be comprehensive and all encompassing.
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This finding was evidenced.in both.of‘thé'research
studies. The interview based study showed the type of
planning and the degree of comprehensiveness varied widely.
Similar differences were found amongst the'firms.in the
study based on the secondary daﬁa. Actual planning prac-
tices differed markedly from the normative prescriptive
model of planning. |

4) The planning process within firms appeared to be.

evolving in a manner consistent with the firm's
growth in size and the firm's growth cycle.

The finding was an extension of the previous finding.
Instead of. finding the existence of one all encompaésing-‘
planning model, different and changing models appeared to be
in practice. The similar patterns found indicated the
nature of a firm's planning model appeared to-be:deterﬁinéd

by the firm's size and its growth rate. In the interview

based study, similar practices were found in the small and

high growth firms, the medium size and.mediumfgrthh firms,

and the large size and low growth firms. Correlations found

in the secondary data study were consistent with this.

Planning practices did not appear to resemble the normative

~ planning models. Instead, suspicion was raised that differ-

ent models existed depending on the firm's growth and size

positions.

Interpretation of Findings
The research findings indicated that consensus of the
conventional wisdom of most planning advocates is deficient.

The integration of these findings into that conventional
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wisdom should increase the usefulness of the theory to

business managers, and aid others in its further dévelop—

-ment. Planning practice would probably be more effective if

planning theory better reflected actual long iange planning
practices. This section attempts to integrate*the,findings
of this study into the current theory of planning. Emphasis

is piaced on the evolution of the corporate long range

Vplanning process.

Planning £heory strongly implies the long range plan-

~ning process within a firm should not be affected by. the

nature of the firm and the nature of the firm's environment,
The theory, instead, recommends implementation of an all
epcompassing planning process. The findings»pf this re-
search abpear to conflict with this positiOn; The long
range planning process varied by firm size and‘by:fixm
growth. 1It, therefore, seemé reasonable to infer the
.planning érocess within a firm evolves and develops in a
patural manner in response to the changing nafure of the
firm and its environment. One all encompaséing modei doés
not appear suitable for all firms. | |
The prescriptive writings advocaﬁing,the practice of
1Qng range planning imply its practice is introduce& as one
comptehensive prdgram at some arbitrary point in time in a
firm's history. TheseAwritings imply the practice of long
range pianning is a new managerial phenomenon, at least for
a substantial portion of the firms in the industrial system.
The findings of this research study may sﬁggest the_

practice of long range planning is an evolutionary process
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within firms. Not only is long range planning extensively

- practiced in Canada's industrial system; but the nature of

the process appears to véry with“the natural growth and
development of firms. As firms grow and evolve, the prac—J
tice of long range planning appears to parallgl this devel-
opment by taking on more importance and by‘becbming more
sophisticated. Planning is, therefore, a natural and
common managerial process employed by»firms. |

‘This study showed a positive associatidn between firm
size and planhing and negative associations between planning
and each of: actual>subsequént firm growth and expectatioﬁs
of future firm gfowth. These findings suggest the:follOWing

inferences. As firms grow from smaller to larger size, the

level of long range planning increases substantially.

Inpreasing size is accompanied by a dgcline in thé’firm's
?été of growth. It’is‘possible’to.infer that.further
devéloPment.and use of the long rénge planﬁing ptqcess
causes a decline in the firm's growth rate. It is more
likely, however, that declining gréwth ratéé,:érlprospects

of them, cause further development and use of the longirange

planning process. An important link between growth.aﬁd long
range planning,'névertheless, does appear to exiSt.' Low
growth prospects may be a major reason for.improViﬁg the
long range planning process. Increased long range planning_
may partially overcome the lower'gfowth érospeéts and may

provide the firm with greater growth stability and security.
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One may speculate that management employs the process

of long range planning as one of its major instruments in

adapting to the changing nature of: the firm's internal .

resources; the firm's environment; and, the.éspiration
levelé of management. Adverée changes in these variables
act as natural impetus for improving the firm'é long range
planning process. A tentative descriptinn of how this
process may evolve is advanced. The planning process
evolution is closely linked to_changes in firm size and
growthnexpectancies. |

_With increased firm size, the parts of the iOné_range
planning process that aid the firm in monitoring and con~
trolling(ifs internal operations would naturally‘deﬁelop»
Vfirstf ~Increasing size brings complexity which is difficult
to contrdl and monitor. Long range planning contains sub-
processes which‘help managers control.curtent Qperations.
These forces managerial analysis of weaknesses and strengths,
anticipation of R;oblems and opportunities, and the setting
nf target objectivés which act as guide posts fnr perfor-
mance evaluation.‘ Improved communication and incrensed
feelings of team spirit and cooperation are nlso achieved.
At the same time, this planning imposes substantial costs in
terms of valuable manaéement time and enexrgy. These costs
limit the extent of‘the long range planning~and the‘rate of
its development within the firm. As the firm continues to
éxpand, these costs become smaller relative to the pqtentiél
nperating'benefits. The long range planning_progéss,

therefore, continues to evolve with increased size.
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As firm size increases, problems of maintaining~past
growth rates occur. Larger firms grow slower than smaller

firms. In reaction, their managers seek out new, often

‘entirely different, growth opportunities. The increasing

trend tdwards diversification of North American business
enterprises reflects this phenomenon. The prospects of
lower growth act as impetus on the aevelopment of thé
planning process. Management's grthﬁ aspiration levels are
largely determined by past growth experiences and.informa;

tion about the growth rates of other companies in the same

~industry. The firm's increasing size and position in. its

markets renders’ it difficult to maintain these past growth
rates._‘Wheﬁ it becomes evident future growth forgcasts will
not meet these aspiration levels, a gap‘develqpé between
expected and desired growth. Substantial mapagerial efforts 
are devoted to eliminating this growth expectancy gép. The 
practice of long range planning becomes a_natural vehiclé‘

for attacking this gép. Recognition of the possibility of

not achieving these aspired growth rates causes further

development of the dimehsions of the long range planning
process concerned with the firm's present and:fﬁture'en—
vironment. Management attempts to confirm whether the
feared decline in anticipated g;owth rates is probable. At
this‘poinﬁ, efforts are devoted to finding new growth
opportunities and to identifying.thencontrollable variébles

in the environment.
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When the problems of controlling the complexities of
large size‘and of achieving aspired grawth ratesg are mainly
ovexrcome another problem arises. Growth must be controlled
to minimize risk exposure and to ensure managerial auﬁbnomy.-_'
Management strives to build a track record showing a.consis~
tent growth pattern rather than one showing wide variations
in'growth relative to other firms. .Further development of
the long range planning process is stressed to control and
time this future growth. This requires the complete imple4
mentation of_a‘comprehensive formal planniné sysﬁem. When,
ana if, this is achieved the importance of the long ranée
planning process declines.‘ The formal planning,sysﬁem
remains intact and operative Wiphip the firm ap:;hig point
of evolution. Less emphasis and attention are given to the
process by top management. Much of the planning responsir
biiity is_delegated to staff specialists not directly.\
connected with the decision méking prodess of the firm.
When a hew event emerges and threatens the firm, toé man-
agement re~emphasizes and again becomes seriously involved
in phe formal planning process. | |

The evidence.obtained in this research.stﬁdy‘is.conf
sisﬁent with the above brief tentative description of how
the planning procesé may develop inside firms. Thé associ-
ations, between pl;nning and each of firm size and firm
growth, the two studies comprising this research project,
were clearly consistent. The varying emphasislput on the
partipular planning sub-processes, as indicated by the

interview based study, were also consistent.
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In the earliest stages of evolution, firms‘of small and

those of high growth expectancies, the Emphasis was as
follows. Small;firms emphasized operating statements;
annual profit plans, and financial forecasts. High growth
firms emphasized operating statements, finaﬂcial forecasts,
and one year market and sales forecasts. High growth fifm's
lower prioxrity on annual‘profit plans appeared to indicate
less concern and need for controlling operations. Théy
appeared, instead, coﬁcerned with soﬁe.short~térm monitoring
of. their environment. |

The transition to the next stage; médium‘size_and
medium growth expectancies, showed increased emphasis_on the
above planning sub-processes and~significantvbut'mbderate
introductipns of all the other élanning Sub;prOCQSSQS. TheA
medium size and medium growth firms empﬁasized ail thé'
planning‘sqb—processes surveyed but only with a minimal'
degree of emphasis on most of them. Large size and lew
growth firms appeared to practice fairly comprehensivé
planning.

The above description of‘the theory of“planning ﬁas-a
number of key élemeﬁts. Among these is the belief thét long.
range planning is a natural managerial phenomenon where
emphasis oﬁ the various parts of the totgl proceés‘varies
with the particular circumstances. of the\firm; As a total
process, it develops in an evolutionary although'irregular
manner. Almost crucial point’is_to recognize majoxr improve—

ments and changes of emphasis in the process are motivated
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by adversity. These negative conditions can be internal

0perating problems, environmental constraints on growth; or

‘a threat of investor dissatisfaction with the itrégularities

“of “the firm's growth pattern.

Suggestions for Additional Research

In the field of general management, there is an indis-

putablé need for additional research on the subject of

strategié planning. The knowledge in this field has in-
creased and is growing to the p01nt where empha51s should be
placed on testing prop051tlons by the use of emplrlcal data
bases. This research study has utilizeditwo empirical‘data‘
bases in an attempt to contribute further statistical
kngwledge to the subject area. ‘The importance and cdmplex-
ity of strétegic planning demgnd‘further reseafch té con- .

ducted. It is maintained that the findings of.this research

study provide some basis for directing and improving further

eﬁpirical research on the subject.

The long range planning taxonomies developed for this

research study offer the pqtential-of fécilitatiﬁg further

empirical data-based reSearch. ' While this threelcategory
hierarchy of planning waé developeq as a simple means of
diédriminating among the long range plgnning efforts of the
secondary data based study, it does appear toibe more genér—
alizable. It provides an acceptable basis forAmeasuring and
distinguishing between various levels of long rangé pian-
ning;‘ Use of the taxonomy in this research study ihdicated

it was operational on the two variables tested. This
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taxonomy, and any further refinements of it, will be sub-
stantially more powerful thén the more common dichotomous -
methods of comparing formal versus informai pianners. ‘This
taxonomy should prove to be a valuable research tool for
those persons investigating the subject of stratégic élané
ning. The taxonomies developed for the individual plannihg_
sﬁb—proceSSes,Ain the interview based study,ﬁhavé»potential
for describing the nature and developmehf of the planniné
process inside firms.

" An important area for further studies in strategic
planning is non—érofit, purposive organizatiqns.‘lwith an .
ever—increasing proportion of Gross Natibnal Product beiﬁg
cqnsumed in.the public sector, it is essential tq understand
both the extentvand the nature of the stratggic.planning
process present in the institutions and organizations en-
trusted with responsibility for these‘resourcés;‘ Here istan-
important area where management prinéiples are applied and
a natural area for general management study.. To contrast
strategic planning in these organizations.with béth_ﬁhe'
normative theories and with what is Rnown of.strategié
planning practices in the priVate sector is recommehded.
The.potential behefits of studies ' in this area.appear very
high.

. One of the firét planning résearch issues to attfact
attention was the question of whether strategic planning
paid off, Those involved in strategic planning have be-

lieved, as a tenet of faith, that st:ategic planning was
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worthwhile. A few recent research studies_have p;ovided‘,
evidence to support this belief. The issue of whether léng
range planning pays off may not, however, be important.
Firms do plan and the incidence-Of such planning is very
high. If, as it appears, the practice of long range plan-
ning is a natufally evolutionary process which develops with
fﬁe growth of firms, thé guestion of its value may merely be
academic. The answer to the question could be'used_only toA 
spéed up or £Q slow down the rate of development of the

strategic planning process within firms.. It is doubtful

.that it would concern itself with whether its practice would

exist.

For those people interested in bringing research evi-
dence to bear on this issue, this research study offers some
important clues. The planning taxonomy would obviously‘be |
more valuable than the more arbitrary dichotomous methods ”
whiéh are qurrently ih use. In addition, the procéss_of
lselecting pair-ﬁatched firmé should give considération to
the growth expectancies of the individual firms. It would
appear that growth expectancies plays a major fole in the
evolution of a firm's long range planning process.

While the level of knowledge about straﬁegié planning
is sufficiently advanced such that further case research
studies may be qnwarranted, there\are a number of specific
areas in which research of this types/would be.desirable.
One such area concerns the longitudinal study of the def

velopment of the process of'strategic planning within firms.
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It would be desirable to study, over.a sufficieptiy ibng
time period, the evolution of the planning proceés withiﬁ'a
number of firms. The process»of planning is not stéﬁic.‘ By
captﬁring the evolution of the pléhning précess'apd_the
reasons for ité major changes, it may be possibié to gaﬁher'A
valuable insights into the procéss of planning,_mahagemeﬁt, )
and the workings of the industrial system as a whole.
Further work is required on the theory of pianning.g
The present conventional wisdom»advodates one”all—éncompéss-
ing. planning model for_all firm situations. ~Actual-planning
practice appears to vary by firm size_and firm growth.
Considepation,shquld be given to gengrating planning ﬁodels
more app?opriate to differing firm situations. Efforts
should also be directed to how the planning process evolves
within firms.‘ Long range planning is nqtvnor@ally insti-
tuted at one point in time: Instead, itvappearé to gradu- .
ally develop in response to a firm's changing‘conditioﬁs{ |
Knowledge of this dévelopmen; would provide a basis for‘
guiding firms building théir long range planning.systeﬁs.
| Further'research should be cdndqcted into ﬁow long
range plénning_varies by the types of diversificét%bn‘
adopted bylfirms. .it would be worthwhile knowing whether
firmé which have diversified away from their traditional
core skills plan more or less than firmﬁlygiah¢hay8-ai§é£;J

sified within or close .to their tra&iﬁional‘core skills.
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Implications for Business Practice

To the business manager the fundamental issue is: --

" does long range planning pay off? The answer appears to be

both a clear yes and a clear no depénding on the circum-—
sténces. A positive pay-off depends upon the.particular
situation the firm and the kind of long range process:it7
adopts. A proper fit between the emphasis put on Varioué'

parts of the planning process, and the nature of the firm

and its environment must be obtained to achieve optimal

benefits from long range planning.:\A.normative, gompfehenf
sive formal long range planning process is not.apﬁxopﬁiate
in many cases. The process must fit the circumstandes of
the firm. |
 Determination of the nature and the emphaéis,to_be put
op_the Qarious planning sub—prpcesses_should,éonsider actual
practices of similar firms as well as normative prescriptive
writings. Small firms with attractive g;owth_oppdrtunities
were found to practice little long range planning. This
lack of ‘planning may be very costly. Loss Qf unperceived
opportunities and an inability to obtain a perer mix of.
resource inputs at a critical time could be examples. These
firms may find, at various times, they do not have suffi-
cient funds, marketing abilities, supplies, prodﬁction
capacity, knowledge or managerial talent to take advantage
of attfactive opportunities. The cost of initiatigg and
iﬁproving a'planning process, measured in'terms:the oppor-

tunity cost of management time, may be very high. The fact
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that so few small firms practiced cémprehensive.planning‘may
indicate the benefits do not outweigh the costs. implemeh—
tation of a comprehensive long range pianning process may be
inappropriate to high growth small firms. Such a system may
violate and upset the natural evolution of the planning |
process within the firm.

Even in these firms, however, some planning was défin—
itely required. These firms indicated a need for less |
formal approaches to planning. Less systematic.methdds of
sizing-up, and predicting the future were found. Emphasis
was placed on identifying a few critical variables and
monitqring»them. Tﬁé evidence from this research study
indicates that most 5ften this perﬁained toithe funas

requirements of the firm. Little'emphasis was devoted to

generating new alternatives. The evidenceistrqngiy indi-

cated that small and high growth firms should gmphasize at
least the following planning sub—précesses: ifinaﬁcial'
forecasts, operating statemehts and annual profit:pléns;"
Managersiof firms with attractive but tapering Qrowth
prospects should expect and prepare fcr'majo: changes in the

development of their long range planning practices.  In

~addition to re-affirming emphasis on finéncial'fqrecasts,

operating statements, and annual profit plans, the evidence
indicatéd that these firms begin to put some significant

emphasis on‘institpting a comprehensive planning system at

" minimal levels of sophisticatioh; One would expect man-

agerial energies to naturally concentrate on parts of the
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planning process concerned with the envirbnment}.fufﬁre'
markets and sales forécasts° ‘In firm situations where
internal operating problems threaten perférmance, it can be
expected the parts of the process providing methods of )
controlling and monitoring will be bolstered.

For‘larger firms with low growﬁh’prosbects-COmpreheh—'
sive formal planning appearé requiréd. In most cases, the{
major motivation for improving the long :ange.plahning
process will be to close the grbwth'expectanéy gap. If
emphasis is put on inappropriate parts of(the‘planning
process, dysfunctional planning could occﬁr, If'planﬁing_
sub—processes‘which look exclusively inside thleirm\are
emphasized, SCarce‘management time and'energy could be
wasted. The use of the planning system-tq generéte often
:impraqtical operational:fine tunings may provideAmaﬁagement
‘with an escape outlet for not’confrqhting environmehtal
prqblems.' |

Facing problems and taking risks_may.ﬁe»avoided:in the
name of planning. Planning.can, however, often generate néW‘
profitablé oépqrtunities if properly applied. Iﬁ Ehése

situationé, plannipg'processes'emphésizing.new environments
mﬁst be developed. New product and market p;apning.and R &
D or acquisitions staff additions will be‘cdnsidéred;
Often, a high level re-examination ofAthe firm's.basic
mission in terms of relationships with its ma:kéts, tech-

nologies, and products is required.
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Summary |
The most important implication fér business managers
from this research is that the process of lpng range plan-
ning varies by both the nature of the firm and of its
environment. Just as firms évblve in terms of.size and.
growth, a firm's ldhg range planning prbcess.evolves.

Attempts to implement one comprehensive all encompassing

planning process in all situations is probably not desirable

and would often encounter substéntial natural resistancé°
Design of a firm's long range planning-process_should |
recognize the realities of prevailing practice and be
designed for the particular circumstances. Only when the
long range planning process of a firm is compatible with its
own particular situation will the effort eépendéd be ade-
quately rewarded. This necessitates top management intim-
ately involved in the practice and develppmeQF of their
firm's planning systems. Managers should monito; thel'
aevelopﬁent ovér time of the lbng range plannihé process
within their firm_to ensure the‘émphasis placed oﬁ the
various sﬁb—processes inherent in the total process is

compatible with the particular circumstances of their firm.
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The University of Western Ontario, London, Canada-

School of Businass Administration

3.

-~ STRICTLY CONFIDENTIAL -

No information of any kind will be divulged
that would indicate or identify the company concerned

LONG RANGE PLANNING QUESTIONNAIRE INSTRUCTIONS

Please carefully follow all capitalized instructions throughout the
guestionnaire. In no case will anv respondent answer all questions.
The instructions throughout the questionnaire will tell you which
questions to do.

Please answer the classification data at the end of the questionnaire in

all cases.

Please enclose a head office organization chart with the completed
questionnaire, if possible. If the company has written goals and/or
objectives, we would appreciate it if you could enclose a copy of same,
as requested in question 22. ‘ '

A

Please mail the completed questionnaire to the following return :address:

UNIVERSITY OF WESTERN ONTARIO,
c/o DR. D. H. THAIN,

SCHOOL OF BUSINESS ADMINISTRATION,
LONDON, ONTARIO. ) " ‘
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DEFINITION OF TERMS

TFor the purposes of this questionnaire the following terms will be defined as

follows:

Company goals are broad ¢ luahtatw e statements which prov1de basic guldelmes
for the company's activities.

Company objectives are quantitative statements generally falhng within the
broad framework of the company goals.

Strategy is a set of top management decisions that commit the organization

and its resources to a sequence of major moves designed to accomphsh agreed
upon goals and/or objectives. These moves are conditional, depending upon
the firm's environment in the future. A specific date should be set for each

of these future moves.

Long Range Planning is primarily formulating company goals and objectives
and establishing a strategy for accomplishing these goals and objectives. -

Standard practices are written procedures outlining a planned approach to
long range planning activities.
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THE UNIVERSITY OF WESTERN ONTARIO SCHOOQL OF
BUSINESS ADMINISTRATION '

LONG RANGE PL.‘\P\;NILVG QUESTIONNAIRE

). Check which of the following markets are served by your company, and -
indicate the percentage breakdown of total company sales in each market.

Consumer T ) %
Industrial or Commercial ) %

Military {or other

government) € ) %
Export B B %
2.  Does your cdﬁpany do any long rangé planning? | (F'o:r' more than one
year shead)
Yes { )
No  ( )

IF NO, PLEASE PRQCEED TO QUESTION 37 -

-3

3. Does your company have standard practices (i.e. agreed upon methods) -
for conducting your long range planning effort at present?

Yes )

No .(_.)

IF NO, PLEASE PROCEED TO QUESTION 5

4. How long has your company had standard practices for long range planning?

_1'year or less { ) 4 years ( )
2 years { ) 9 years or

. . more ( }.
3 years { )

PLEASE PROCEED TO QUESTION 6
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5. If your company does not have standord practices for conducting long -
range planning, what methods does your company employ for doing its
long range planning? ' :

6. For each of (3), (b), (¢ and (d, which Sta.tement best describes where
most of the long range planning work-load is performed in your company.

(3 Line management . (- )
Staff management ( )
(b) Top management ( )
Middle management ( ) -
Lower management ( )
(¢ By committee(s) ( )
By individual(s) ( )
(d Centralized - )
Decentralized =~ « )

7. Are there subsidiary companies, branch plants, or field divisions in your
Canadian corporate organization? ‘

Yes { .
No . ( )

IF NO, PLEASE PROCEED TO QUESTION 9

8. How many of these subsidiary companies, branch plants, or field divisions
conduct their own long range planning programs? '

None of them do
Some of them do
Most of them do

A

€.

{
All of them do - (

Nt e e
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12.

13.

14.

ﬁagés ( .1"7'8

Does yowr company have a person,whose sole responsibility is the
development and co-ovdination of long range plans for the company as a
whole? '

Yes ( ) What is his title?

No ( ) What is his salary range?

IF YES, PLEASE PROCEED TO QUESTION 11

If you do not have a person whose sole responsibility is the development
and co-ordination of long range company plans, what person(s) 1s(are)
primarily responsxble for your long range planning efforts?

Title -

To whom does this person(s) report?

‘Title

Does this person(s) have a full time planning staff?

Yes { ) .'If yes, how many?
No o ()
Doe_s.. @e get c_oﬁtmuoué assistance from certiu'.n othé(r people in the‘ébmpaﬁy?
Yes () |
No ( )

IF NO, PLE‘ASE PROCEED TO QUESTION 15

Please {ill in the titles of those who assmt him and state what assxstan,ce he
gets from each.

Titles of those assisting him Description of assistance given
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15. Does your company have a management or executive committee which is -
Anvolved in the plunning efforts of the company? '
Yes { )

No | )

IF NO, PLEASE PROCEED TO QUESTION. 19

16, Who regularly comprises this committee? (Please list titles) -

17. Generally speaking, how often does this committee meet to discuss 'Iong
range planning? ' '

Every week ', ( ) Every 3-6 Iﬁonfh‘é I ( )

R Evér_x} 2 {veeks _ ‘ ( | ‘) 6 ﬁonths to 1:jéai~ - ( )
Every monthl ‘ ( ) Less .than once per year { )
Every 1-~3 months ( }y - Other, please spec‘ify’

18, What kind of assistance does the planning committee provide the chief
planner or the person primarily respongihla far the long range planning
effort? ) '
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IMPORTANT INSTRUCTIONS

N A’\TSWBRL\G QTUESTIONS 19 TO 36, PLEASE REI."ER TO PAGE (i)
FOR DETINITION OF COMPANY GOALS, OBJECTIVES

AND STRATEGY
!

19. Does your company distinguish“between goals and objectives?

Yes { )

No ( )

20. Has the company defined any long range goals and/or objectives?

Yes { )
No ()

1F NO, PLEASE PROCEED TO QUESTION 24

21. To what extent are the company goals and ob]ectwes communmated
throuahout the organization?

Not beyond top management ' ( )
To middle management { )
To lower or first-line management { )

180

22, Are these goals and objectives written? (If YES, it would be épprec'iated

if yvou could encluse a copy.)
Yes ()
No { )
23. Are the objebtiv_es specified in quantitative terms?
i’éé { )
Né‘ ()
23. Does the company h:ue a corpor’\tc btrategy throurrh which it plans to
achieve its goals 'md/m objectives? :

Yes { )
No {0

IT N3, P[:I-"..\H[i: PROCERD TO QUESTION O5
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286.

Does the corporate strategy consist of a series of major.

Yes = ( )
No ()

If not, how would you best describe it?

Pageg 181

moves?

Is this strategy written?

To what extent do you develop and assess alternatlves in decxdmg upon

Yes | )
No ()
-a strategy?
Always ( )
Usually ( )
Sometimes { )
Seldom ( )
Never ( )

In'v formulating objectii}es and strategy how would you rate, the importance

of each of the following?

FTTVNTS ANRTTR TRAOLE VLY T ., STy
R

sE An iy b A VLY 13.»:\ LN

Forecast of future economic conditions

Forecast of future competitive conditions

Forecast of political conditions

Forecast of the rate of technological
change

Forecast of future funds needed

Forecast of future sales

Forecast of future market opportunities

Forecast of future personnel needs

Forecast of future profits

Forecast of production facilities needed

Very
Imporiant

Important

Little
Importance
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29.

30.
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How do the followipy hreas rate in importanes in swmg, up the oompanj s
situation in setting objectives and strategy? -
: . Very Little
CHECK ONE BOX ON EACH LINE Important | Important |Importance

Advertising

Disgtribution system

Financial strength

Measurement of operating results

Management resources

Management rewards related to
performance

Organization siructure

Pricing

Product line

Production costs and capacity

Research and development ability

Return on investment

Technical operating capabilities

Please check which (one or more) of the following long range forecasts
(donp for more than one year ahead are revised on a regular basis as

pax t of your long range planning program.

Forecast of rate of technolocrlcal chanfre
Forecast of’ pohtlcal conditions
Forecast of future markets

Forecast of future sales

Forecast of future economic conditions
Forecast of future industry conditions
Forecast of production facilities needed
Forecast of future profits

Farecast of future funds needed
Forecast of future personnel needs

PN N PN SN SN SN PN N N S

N N N S S S N’ S S

Please check which of the following long range plans of action or stf'zttegv '

Plans for future marketing strategy
Plans for new product development and
research

(

Plans for developing new productlon facilities

Plans for acquiring future pevsonnel needed

(
(
Plans for acquiring future sources of funds (
(
(

Plaas for new diversification opportunitics

" are formulated as part of your long range planning program.

B i e g
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31. Please chock which of the following reviews are done annually as part of

yowr long range planning program.

" Review of planning procedures and methods { V )
Review of long range plans themselves . { ) ' . ‘

32. Has the company standard practices for formally reviewing and upda.tmd
long range plans? -

Yes | ( )
No ( )

33. Who set or formulated the long range company ob]ectives and strategy?
{Please state titles of persons or groups.) '

34. Please check which of the followi ing activities are encrao*ed in by the long
range planning group.

Developing company goals and objectives - - ( )

Educating and encouraging operating managers and others
i"hrnncthnut the comnany to T‘P(‘Oﬂ'ﬂl?P the value of nlarmme:

and to plan effectively. : o T )

* Developing planning procedures and standards to be followed
by divisions or departments. ( )

. Integrating sales and other forecasts made by divisions or
departments. ' _ (-

Monitoring and assessing external changes in technology
and the business environment. ( )

E\}ﬁluating the progress of company development relative
to cstablished goals. _ ( )
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Beveloping stridegies through which thc c.ompdny can .
achieve its goals and ohjectives, . ( )
, Idbutlfy ing industry, or ec.oaomlc areas, in which the
compony can most effectively participate relative to its ,
capabilities. { )
Evaluating competitive threats. o S | }
Balancing diviei~ro? goals with company-wide goals. 7 { )
Developing mez.ﬁos’!_s"fiéi""éi;}hluating planning performance.  { }
35. Does your cornpany have a breakdown or an estimation at present of the
annual costs of its long range planning program?
Yes ( ) Rough estimate of these annual costs at
: present., §
No . ()
PLEASE PROCEED TO QUESTION 37
36. Briefly state the company’s major reason(s) for not formulating
ohjectives and/or strategy.
IMPORTANT INSTRUCTIONS
IF YOUR-CORErain oy . ANDARD PRACTICES (PLANNED APPROACH)

FOR CO"JDUCTI&GYOUR LONG RANGE PLANNING EFFORT AT
PRESENT, PLEASE PROCEED TO CLASSIFICATION DATA.,

(QUESTIONS 47 TO 61) . :

IF YOUR COMPANY DOES NOT HAVE STANDARD PRACTICES FOR
CONDUCTING YOUR LONG RANGE PLANNING EFFORT AT PRESENT,
CONTINUE. |

37.

Did your company ever have a long range planning program (using standard

practices) i el 0o

Yes ( }
No ( ) o
IF NO, PLEASE PROCEED TOOQUESTION 41
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38. What were thé main reasons why it was discontinued?

39. Was this planning program specifically under the direction of: '

The president or chief executive

A permanent planning director

A permanent planning director assisted by a staff
A top executive - if so, specify his title ‘
Other, please specily title

40. How long was this program in effect? (Approximately)

185

41, .Are you thinking of setting up a long range planning program using
standard practices? ' A

Yes ()
No ()

42. If 'you_ \_yéré to setup a iong range planning program in your company,
using standard practices, what activities do you feel it should entail?

43. How many people on a full time basis would you feel to be necessary for

the accomplishment of these activities?
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44, Do you foel that the time and the money which\j'ou would have to invest

n 2 long range planning program with standard practices would be worth
the benefits of such a program to vour company?

Yes { )
ﬁo { )

IF NO, PLEASE PROCEED TO QUESTION 46

45. What are the major reasons that you have for not engaging in such a long
range planning program? .

PLEASE PROCEED TO QUESTION 47

46. What are the major reasons for concluding that the benefits of a loﬁg
range planning program with standard procedures would not be w orth
the costs involved in terms of time and money ?

TO BE COMPLETED BY ALL RESPONDENTS

COMPANY CLASSIFICATION DATA v

Company Name:

(Optional - if you do not wish to disclose the name of your
-company, omit this question)

47. What industry (or industries) is your company in?

48. Approximately what are the company's total"assets? (in doilars)

Tear
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51.

52,
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wroximately whit ave the company's currvent annual sales?  {in dollars)

Yeoar

Approximaztely how many eﬁployees do you have at present?

Full time B Part time _ D.ate

Please check the approprmte average rate of return (net proflts after tax
as a per cent of net worth) of the company over the past five years.

Up to 6% { )
6% - 10% ( }
10% - 20%  ( )
20% - 30% ( )
Over 30% { )

Please indicate which statement best describes the stage of development

-~ of your corporate organization?

‘Degree of complexity

o
L4

Stage I o '  Stage 1T " ‘Stage I

C ] T ]

One unit nia.qage-— © One unit manage- . Decentralized

ment with key de- - ment group with divisions or

cisions centered functional spec- "~ operating units

in one man. ' ialized top managers reporting to 2
; ' central office.

PLEASE INDICATE A POINT ON THE ABOVE SCALE

53. Is the company a subsidiary ordivision of a parént, or holding company?

Yes  { )

No - ( )

I¥F O, PLEASE PROCEED TO QUESTION 55
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54. {#) Is the porent or holding company:

British ( )
American ( )
Canadian ( )
Other, please specify nationality

Page 13
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{b) Is your own company free to plan its future operations?.

Yes {( . )
No ( )
Partlally { )

RESPONDENT CLASSIFICATIO"\T DATA

55. Name of Respondent:

(Optional - If you do not wish to chsclose your name, omit this question)

\

56. Age of Respondent:

57. Education of Respondent:
“ Public School { )
High School | { )

Collage:

Undergﬁg.duate : ( ) Degree received if any
Graduate Studies ( }  Degree received if any

56. Present position of respondent in the company.

Title:

59. What do you conblder the three most 1mp0rtant criteria in evaluating.the

success of your COmpam 7




S Gy m N B N =

-Pﬁge_ 14 1 g9

60. How would you rate the success of your cbmpémy over the past & 'jrear_s?

Ouistandingly successful { ) v
Very successful ( )
Moderately successful )
Not very successful ( )
Unsuccessiul ( )

61. Is there any information pertaining to long range planning, that your
company would be interasted in obtaining from institutions such as
Government, Business Schools or Industry Associations? '

THANK YOU VERY MUCH FOR YOUR ASSISTANCE
We wo@lgl égiqreciﬁte a_ny comments or elaborations you care to make on the

following comment sheet.
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APPENDIX II t
CORPORATIONS AND POSITION OF RESPONDENTS ;592
OF FIRMS INCLUDED IN SAMPLE - 1968 DATA BASE

Abitibi
- Vice President, Corporate Development

The Alberta Gas Trunk Line Company Limited
~ Assistant Secretary

Alcan .
- Planning Assistant to Executive Vice President - Finance

Algoma Steei
-~ Chairman and President

B.C. Forest Products
- Manager of Financial Planning

Bell Canada

.- _Assistant Vice-President (Planning)
British Columbia Telephone

~ President and Chief Executive Officer

Canada Cement
-~ Assistant to the President

algary POwer
- Executive Assistant - Finance

Canadian Tire Corporatlon
: - President

Canron Ltd.
- Chalrman and Pre51dent

C. D R.H. Limited
- Pre51dent and Chlef Executive Officer

Comlnco
- Administrative Assistant

Consolodated Bathurst
— Planning Coordinator

Consumers Gas
- A551stant to the Pre51dent

Distillers - Corporation - Seagrams
-~ Vice~President - Canadian Sub51d1ar1es

Dominion Stores
- Director of Corporate Planning

Electrohome Limited

- Executive Assistant to the President
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'Gulf 0il

- Manager - Corporate Planning

Hawker Siddeley

- General Manager

Hiram Walker - Gooderham
- position not disclosed

Hudson's Bay Co.
~ Assistant Controller . _ |

Husky O0il Canada Ltd. v
- Manager Planning & Economics

Tmperial Oil Limited
- Executive Vice-President

International Business Machines Company Limited
- position not disclosed .

Internatlonal Utllltles
- Chairman of the Board and Chief Executive Offlcer

John Labatt
-.Vice~ Pre51dent Planning and Development

Lake Ontario Cement
- Pre31dent

Laura‘Secord'
- President

Lelgh Instruments Limited
- Plannlng A551stant

MacMillan Bloedel
~ position not disclosed

Molson Industries .
~ Vice-President, Corporate Planning

Northern and Central Gas Corporation
- Assistant to the President

Phillips Electronlcs Ltd.
- A551stant Treasurer

Rio Algom
P - Executlve Vlce—Pre51dent
Scott Paper
.7 Executlve Vice- -President

Shell Canada Limited’
M Executlve Vice- Pre51dent




Standard Paving & Materials Ltd.
~ Secretary-Treasurer

Stelco ' ,
~ Vice-President, Planning, Engineering and Research

‘Texaco Canada Ltd. _
- Manager Economics Dept.

Union Gas
- Vice-President - Finance and Treasurer

Eﬂeldwéod of Canada
~ Vice~President

Zellers Ltd. .
' ~ President and Chief Executive Officer
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SUMMARY OF LONG RANGE PLANNING RATING SURVEY - ADDITIVE

METHOD

The ten LRP planning characteristics which the

researchers used were as follows: .

.1)

2)

3)

)

5)
6)

7)

8)
- 9)

10)

Note:

The existence of an annual review of the
long range plans themselves,

The existence of a corporate strategy
through which the company plans to achleve
1ts goals and/or objectives,

The existence of long range forecasts which
are revised on a regular basis for any

three of: markets, sales, - production fa01l~w .

ities, funds, personnel,

The exietence of standard practices for
‘conducting the long range planning effort,

The existence of written goals and
cbjectives, _

The existence of objectives which are
specified in quantltatlve terms,

The existence of standard practlces for

formally reviewing and updating long range

,plans,

The existence of a corporate strategy that

is written,

The existence of an.annual review of long
range plannlng procedures and methods,

The existence of a full time planning staff.

The above ten LRP characteristics are
presented in random sequence.

Average
Value

X

DN

2
25
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LONG RANGE PLANNING RATING SURVEY
- MULTIPLICATIVE METHOD

A number of researchers have gathered data on the long

range planning effort of a large number of Canadian firms.

These researchers would like your assistance in overcomlng some

problems.

Attached are descriptions of the partlcular long

range planning characteristics which existed in certain of their

sample firms. They would like you to. help them assess the rela-.

tive intensity of the long raAnge planning effort ameng the fiﬁms

by giving each of thn.f¥escvihad firms a score between 0 and 100.

A score sheet is atdashwd-T.uthis purpose.

The ten.LRP—T;ﬁ:ifﬂﬁ j“aracterlstlcs which the researchers,

used were as follows:

1)
2)

3)

4)

5)

6)
7)

8)
9)

10)

‘The-existehce of an annual review of the long range

‘plans  themselves,

The existence of a corporate strategy through which
the -company plans to achieve its goals and/or objectives,

The existence of long range forecasts which are revised

- on a regular basis for any three of: markets, sales,

production facilities, funds, personnel,

The existence of standard practlces for conducting the
long range planning effort,

The existence of written goals and objectives,

The ex1stence of objectives which are specified 1n
quantltatlve terms, .

The existence of standard practices for formally .
reviewing and-updatlda long range plans, .

The existence of a corporate strategy that is written,

The existence of an annual review of- long range plan—
nlng Drocedures and methods,

The existence of a full time planning staff.



For the‘purposes of this research the following terms

were defined as follows:

- Company goals are broad qualitative statements which
provide basic guidelines for the company's activities.

- Company objectives are guantitative statements gener—
ally falling within the broad framework of the company

goals.

- Strate is a set of top management decisions that com-
1t the organization and its resources to a sequence of{
major moves designed to accomplish agreed upon goals

. and/or objectives. These moves are conditional, depen~
ding upon the firm's environment in the future. A
'specific date should be set for each of these future
moves ., ~

- Long Range Planning is prlmarlly‘formulatlng company
goals and objectives and establishing a. strategy for
accompllshlng these goals and objectlves.

- Standard practices are written procedures outlining a
planned. approach to long range planning activities.

For. each of the folIOW1ng companles, evaluate and score
the 1ntens1ty ‘of their LRP effort. For relatlve purposes,
Company Cl has a score of 100. Each of the other firhs should
have a score relatlve to firm Cl. The firms are ordered iﬁ
series for tabulation purposes and not becauSe‘of their LRP

effort.
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Sample Companies

Long Range Planning - : .
Characteristics - D4D3D2DL . .-- AL2Al1AIOQASASATAGASNAAA3AZAL  ~ B2Bl C8CT7CHCHC4CIC2CL

1) Annual Review X XXX "X X X XXXXXXXXX XX XXX XXXXX
2) Strategy XX XX X ¥ X XXXXXXXXX XX  XXXXXXXX
53)_Forecasts | . X ¥ X XXXXXXXXX X X XX XXXXXX
4) Standard LRP. 1 ‘ _ | .

Practices XX K - X XXX XXX X X XXX XXXXKX
5) Written Goals X X X X X X XXX X X XX XX XXXX

6) Quantified . . , _
" Objectives X X X X X ' X X XXX XXZXHX

7) Standard _ _
Pormal Review X X X X X X XX XXXXZXX

8) Written .
Strategy , X X X XX - X X X X X X

9} Annual Review :
of Procedures X ' X X - ' X , X XXX X

10) Planning A o :
 Staff B ' X X X X X X X X

Long Range Planning

Rating
Average Rating From o : : sy 2 €1 65 g4 91 83 89 83 83 100
Polling S 46534340 .l_iéii_.éﬁl.&_iﬁii..f_,. na =28 83 83 08

'QIYZ'




APPENDIX V

IONG RANGE PILANNING .
PERSONAL INTERVIEW GUIDELINE
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DITC - LRP PROJECT PRRSONAL INTERVIEW GUIDE

ENDUSTRY/COMPANY BACKGROUND

HOTE: IT IS INTENDED THAT THE ANSWERS TO SOME OF THESE
. QUESTIONS WILL BE RESEARCHED IN ADVANCE AND THEN
VERIFIED OR COMPLETED AS NECESSARY AT THE START

. OF THE INTERVIEW,

1. IN WHICH INDUSTRIES OR SEGMENTS OF INDUSTRIES DO YOU COMPETE?"

MAME | . $SALES SASSETS RECENT(5 YR) GROWTH  MARKET POSITION

0-10% 1L1-20% 21%+ $1 $#2-3 #3— £6-10

. . . : . - 4-5 -
1‘ e E -
2. o L " R -
3. : N .....~...'.. -
4.7 | | ' RN
2. — -
COMMENTS: . !

2. WHAT IS YOUR EXPECTATION OF THE GROWTH RATE OF (each one) INDUSTRY
" 70.1977? WHY? IS THIS EXCELLENT? GOOD? FAIR?  PROBLENST - ‘

| EXPECTED ‘GROWTH RATE Alempt o coluin wxact *fs)
INDUSTRY 0-10% 11-20% 21%+ COMMENTS ‘(Put in Exact Nos. if Given):
1. ' |
4.
5.

fa WHAT TAGE OF GRouTH ARE T nmuﬁ‘rmgs?

GRowtv (764D
N T2 - {jﬁ‘]ﬂﬁ




a
-4

3. WHO ARE YOUR MAJOR COMPETITORS IN THE (each one)

COMPANIES UNSUCCESSFUL? WHY?

WHY SUCCESSFUL/
THEIR STRENGTHS

INDUSTRY COMPETITORS NAMED

z

4.

COMPANY? '

INDUSTRY  STRENGTH/WEAKNESS COMMENTS

i.

203
INDUSTRY? ANY

WHY UNSUCCESSFUL/
THEIR WEAKNESSES

WﬁﬁﬁlfRESPECT Tb {each: strength or weakness), HOW DO YOU  RATE. YOUR




204

WHO ARE YOUR MAJOR COMPETITORS IN THE (cach one) INDUSTRY? ANY
COM?ANIES UNSUCCESSFUL? WiY? .

WHY SUCCTSSFUL/ . WHY UNSUCCESSFUL/ .

INDUSTRY COMPETITORS NAMED THEIR STRENGTHS THETIR WEAKNESSES'

A

4., WITH RESPECT TO (each strength -or weakness), HOW DO YOou RATE YOUR
COMPANY? .

INDUSTRY STRENGTH/WEAKNESS COMMENTS

i.




.- f

[+)]
.

7.

BI

:1.

_ 205 3

(SE&KING CLARIFICATION)
THEN YOUR GROWTH RATE IN THE (each one) INDUSTRY HAS BEEN
EXCELLENT’_GOOD° FAIR? PROBLEM? \N“H?

RECENT (5 YR)GROWTH

INDUSTRY  0-10% 11-20% 21%+ COMMENTS (PUT IN EXACT NOS. IF GIVEN)

2-

3.

40

5.

WHAT IS YOUR EXPECTATION OF THE COMPANY'S GROWTH RATE OVER THE NEXT 5.
YEARS IN THE (each one) INDUSTRY? WHY? (HIS ATTITUDE/EVALUATION)

_ BXPECTED GROWTH ‘
INDUSTRY 0-10% 11-20% 21%+" COMMENTS

1

2
3
4
5

WHAT IS THE NATURE OR STRUCTURE OF THE OWNERSHIP. OF YOUR COMPANY?

OWNER ; NATTONALITY §39¢€ COMMENTS

- 1.

2.

3. .

4.

IEF APPROPRIATE, WHAT MAJOR BUDGETS OR REPORTS DO YOU PREPARE FOR THEM?
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@  WHAT IS THE KXTENT OF HELP, OR DIRECTION AND GUIDANCE, (GUIDELINES,
POLICLES) THAT YOU GET FROM (the parent) WITH RESPECT TO:

COMMENTS (LOOK FOR DEGREE OF AUTONOMY)

1.SETTING DPERATING
QBIECTIVES

2. CAPITAL INVESTMENTS
—dype. _
—spogumplic.

3.THE PRODUCTS THAT
FOU MARRET

- Aoenpstie.
IR — Ll -
4. THE MARRETS. THAT
TOU SERVE

5 .YOUR SUPPLIERS

6.MGMT. PROMOTIONS
AND ASSIGNMENTS

kY
*

10. DO YOU HAVE PROFIT CENTERS IN YOUR FIRM? (OPERATING DIVISIONS OR.
SUBSIDIARIES) DESCRIBE.... ‘

DIVISIONS . SUBSIDIARIES COMMENTS

T | ‘ Hoan otres
11. WHAT MAJOR BUDGETS OR REPORTS DO THEY PREPARE FOR You?




Hn

-‘I -s - -

20%
‘WHAT IS THE EXTENT OF HELP, OR DIRECTION AND GUIDANCE (GUIDELINES;
PDLICIEa) THAT YOU GIVE THEM WITH RESPECT TO:
COMMENTS

'] . SETTING OPERATING

OBJECTIVES

2.CAPTTAL INVESTMENTS

3.THE PRODUCTS THAT

THEY MARKET

4 .THE MARKETS THAT

THEY SERVE

5.THEIR SUPPLIERS

6. MANAGEMENT PRO-

MOTIONS AND ASSIGN.

TNTERNAL DATA

13. HOW OFTEN ARE PROFIT AND ILOSS STATEMINTS PREPARED?

WHAT BREAKDOWNS?

WHERE PPD.?

HOW SOON?

ML JugER Ly
e maTIon usaf’

14, WOULD IT BE VALID TO ASSUME THAT YOU PREPARE AN ANNUAL PROFIT PLAN’

{FINANCIAL FORECAST)

WHEN PREPARED?

'WHO/WHERE? |

BREAKDOWNS?

" APPROVAL?
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* ARE THE.ACTUAL RESULTS OF A PERIOD COMPARED PRIMARILY WITH THE
' CORRESPONDING PERIOD A YEAR AGO OR AGAINST THE PROFIT PLAN? -

HOW OFTEN SUCH REVIEWS?

REVISTONS MADE?

WHC APP ROVES?

NOST RewARDED?
16 CAN YOU RECALL ANY TNSTANCE IN THE PAST FEW YEARS WHERE A MANAGE!
HAS BEEN REWARDED OR(PUNISHED) PRIMARILY BECAUSE OF HIS PERFORMANCE
RELATIVE TO THE PROFIT PLAN?

| l 17. IN GENERAL, HOW DOES MANAGEMENT REMUNERATION RELATE TQ THE PROFIT
) PLAN AND ACTUAL RESULTS? (THE EXTENT AND WHAT BASES) ( PoL_tc_{E::>

l 18. DO fOU HAVE ANY STAFF PEOPLE WHO INVESTIGATE AND REPORT ON THE
: OPPORTUNITIES AND PROBLLEMS INTERNAL -TO THE FIRM? EXAMPLES?
(LINE MANAGEMENT'S ROLE...SPECIAL PROJECTS/ASSIGNMENTS)

. 19. HAVE THERE BEEN ANY IMPORTANT OR SIGNIFICANT CHANGES MADE RECENTLY
TO THE NATURE OF:

l o CHANGES MADE RATIONALE

1.YOUR FINANCIAL o | - -z
. STATEMENTS . ...




oy mE e
:

20.

2.YOUR PROFIT

209 7.

PLANS.

3.SPECIAL STAFF

STUDIES

s CM.L_&T r R ':JC.&@‘S.)
DO  YOU ANTICIPATE ANY IMPORTANT OR SIGNIPICI\‘I I WHY" ' . ‘

CHANGES TO BE MADE - RATIONALE

1.YOUR FINANCIAL

STATEMENTS

2. YOUR DROFIT

PLAN

3.SPECIAYL STAFF

STUDIES

THE EWIRONMEN‘I‘

2i.

ll‘

' 22,

HOW DO YOU WATCH FOR OR DETERMINE TRENDS OR CHANGES IN THE MARKETPLACE"
(SIZE; SHARE, - CUSTOMER BEHAVIOUR. «e) '

WHO"'-‘

SOURCES?

REPORTS?

ANTICIPATORY?

HOW DG YOU KEEP ‘UP WITH OR WATCH GOVERNMENT DEVELOPMEN’I‘S WHICH MAY
B IMI’OPTI\NT TO YOUR COMPANY?

WHO?

SOURCES?

REPORTS?

ANTICIPATORY?




23.

[ %]
"
-

25.

26.

27.

210

HOW DO YOU WATCI AND ASSESS THE LECONOMIC SITUATION?

WHO?

SOURCES? = -

REPORTS?

ANTICIPATORY?

HOW DO YOU KEEP UP WITH OR WATCH FOR TECIINOLOGICAL CHANGES WHICH
MAY BE IMPORTANT TO YOUR FIRM?

WHO?

SOURCES?

REPORTS?

ANTICIPATORY?

HOW DO YOU WATCH AND ASSESS YOUR COMPETITORS?

WHO?

SOURCES?

REPORTS?

ANTICPATORY?

X7 APPROPRIATE, DO YOU BRING THESE VARIOUS ASSESSMENTS OF THE
ENVIRONMENT TOGETHER?

-

HAVE THERE BEEN ANY IMPORTANT OR SIGNIFICANT CHANGES MADE RECENTLY

IN THE WAY{S) YOU KEEP UP WITH/WATCH/ASSESS:

CHANGES MADE : ’ REASONS

1.THE MARKETPLACE
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C2.00V!'T DEVELORPMENTS

. 3.BCONOMIC STTS.

4 . TECHNOLOGY

o o =y e = aa

5.COMPETITION

28. DO YOU ANTICIPATE ANY IMPORTANT OR SIGNIFICANT CHANGES?  WHY?

CHANGES TO BE_MADE ‘ REASONS

l.lHE MARRETPLACE

2. GOV i DEVELDPMENTS

3.ECONOMIC STTR

4 .TECHNOLOGY - A .

S;COMPETITION

l IV. INTERNAL FORECASTING.
{hw AT PEoe [M~M&=ammmﬂwﬁ

29, "HOW DOIS YOUR PIRM MAKE"MARKET AND SALES PROJECTTONS OR FO?ECASTa”

PROCESS: WHO?

WHERE”

HOW LONG?

INFO. SOURCES?

(ﬁmuj) -
30. ADOES YOUR FIRM FROJECT On FORECAST iT™s ... NEEDS?

'PROCLSS FINANCIAL PRODw FACILITIES PERSONMEL

WHO? N

WHERE?

' ’ . REPORTS?

HOW LONG?




TMFD. SOURCES? - . o 212

‘ i POH‘L‘;:

Z‘L"{-‘r'j\PPROPRIATE PO YOU BRING ALL OF THESE FORLCASTS OR PROJECTIONS

4.
OF YOUR FIRM'S OPERATIONS TOGETHER? (€0-0&DWAT on )
32. HAVE THERE BEEN ANY IMPORVANT OR SIGNIFICANT CHANGES MADE RECENTLY _
TO THE WAY YOU GO ABOUT PREPARING: _ B =
CHANGES MADE : ~ RATIONALE |
1.MXT. FORECAST
2.FIN. FORECAST
. |
3.PRODY FORECAST
4.PEZRS. FORECAST | | L -
33. DO YOU ANTICIPATE ANY IMPORTANT OR SIGNIFICANT CHANGES? WHY?
CUHANGES 70 BL MADE o RATIONALE
1.MXT. FORECAST
2.FIN. FORECAST
3.PRODE FORECAST
4 . PERS. FORECAST




\Y

-"2€L3.

¥EUJA?CH ORiPﬂT\TTON

34.

35.

36.

REPORTS?

. WHERE?

EXAMPLES?

HOW DOES‘YOUR FIRM LEARN ABOUT AND INVESTIGATE NEW PRODUCTS OR
INNOVATIONS WHICH MAY BE ADDED TO YOUR PRODUCT LINE? -

PROCESS -  FORMALLY . . INFORMALLY

WHO?

S

HOW?

INFO. SOURCES?.

REPORTS?

REVIEW/SCREEN?

 EXAMPLE?

COULD YOU DESCRIBE ANY OTHER RESEARCH AND DEVELOPMENT EFFORTS OF
YOUR FIRM?

PROCESS

WHO?

WHERE?

HOW?

(&—Al}u S, Jae ety anmrmre“t)'}

DOES. YOUR FIRM INVESTIGATE THE POSSIBILITY OF ENTERINGrENTIRELY‘

DIFFERENT BUSINESS FIELDS WHICH WOULD BE NEW TO YOUR‘COMPANY?

.

PROCESS

WHO?

HOW? .

INFO. SOURCES?

. REVIEW?




.

¥
]
P

[#3]
o
L]

Lt
i)

WIAT ARE THE IMPORTANT THINGS YOU LOOK AT LN EVALUATING
IMVESTMENT QPPORTUNITIES? :

214

PROSPECTIVE

L

I NO DIVERSIFICATION

PLANMING. ...

PO YOU PLAN TO MAKE

NE®W INVESTMENT
INVESTIGATIONS IN

THE NEAR FUTURE? -

HAVE THERE BEEN ANY IMPORTANT OR SIGNIFICANT CHANPES RECBNTLY

IN THE WAY YOU GO ABOUT:

CHANGES MADE

1.¥EYW PRODUCT

REASONS

DEYT

2, R AND D, . <

3.DIVERSIFICATION s
PLANNTING . e

DO XOou ANTICIPATE AYY IMPORTANT OR SIGWIFICANT CHANGES?

CHANGES TO BE MADE

1.2EW PROD. N .

WHY°

REASOVS

DEV'T




.'1“0 Di'\L PLANMING SYS’I‘T‘"L::

. DO 20U PREPARE A PROFIT PLAN FOR GREATER 'THAM ONE YEAR AHEAD?
DEOCEES

TEQ?

215

 WHERE?

HOW?

Zed DRI antanieq?

LHF0.7?

 REVIEW? . N

- APPROVE?

42. DOSS IT DIFFER FROM YOUR ANNUAL PROFIT PLAN IN CONTENT, DETAIL,
BREAKDOWNS?

DW AS MANAGEMENT RFMUNLRATIOV AND/OR PERPORMANCE “EASUREMENT
=D 70 TJIu PLAN*

152
[ )
-

44. DD 5 YOUR FIRM HAVE A LONG-RANGE PLAN? COULD YOU DESCRIBE IN
GENERAL IT5 MATURE, SCOPE AND CONTENT: '

-

i CHECX ¥FOR

FPormal {written)

Comprehensiveness (§ of

functional areas)

Dexall (action spzalled
out) .




o | o - e,
S . L 216 |

Goals/Objactives

- wrikten

~ guantified

Strategy —- a series
of planned action
. moves

Procedures Laild down -
for planning

Reviewed

o Lommm‘-c,a}fai? .
45, DO YOU RAVE A FULL~-TIME PLANNING STAFF?

HOW MANY?

WHERE? - ~
BACKGROUNDS?
DUTIES?, - 5

REPORT TO?

(f# TIME | RogrTmenT)
46, VTHAT IS THE APPROXIMATE COST OF THE LONG-RANGE PLANNING EFFORT

(Qﬁ‘uﬁ\éu,"mi IMPOETANLE  OF PLANVING  RATEO M0, L))

47. HAVE THERE BEBEN ANY IMPORTANT OR SIGNIFICANT CHANGES MADE RECENTLY
TO THE:

CHANGES MADE o N REASONS
1. LONG~TERM
PROFIT PLANS
2, LONG-RANGE : ' N

PLANNING




23, DO YOU ANTICIPATE ANY IMPORTANT OR SIGNIFICANT CHANGES TO:

CHANGES TO BL MADE - - REASONGS

1. LONG-TERM

- PROFIT PLANS

2. LONG-RANGE

PLRANNING

49, WHAT ARE THE MAJOR DECISIONS WHICH WILL BE FACED IN THE NEXT
FEW YEARS? : ' ) . :




APPENDIX VI

CORPORATIONS, RESPONDENT NAME AND POSITION -
THE PERSONAL INTERVIEW BASED SAMPLE
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APPENDIX VI
Corpdrations ahd Individuals Participating in Study

A.B. Dick Company of Canada Ltd.
94 Brockport Drive
Rexdale

- Mr. T.P. Howe, President

Addressograph-Multigraph Co. Ltd.

42 Hollinger Road :

Toronto . .
- Mr. K.L. Hamer, Vice-President

Andres Wines Ltd.

. Winona, Ontario

.= Mr, J.A. Boychuk, Vice-President-Marketing

Burlington Carpet Mills Canada Ltd.
45 Glidden '
Bramalea :
- Mr. .Ian Boyd, Vice-President-Marketing

" Burroughs Business Machines

801l York Mills Road’
Toronto
- Mr. K. Dichow, Vice-President~Marketing

Canada Packers Limited

95 St. Clair West ' ‘ -

Toronto
‘Mr. W.W. Lasby,.Vice-President

C&C Yachts Limited
526 Regent
Niagara—-on-the-Lake ,
= Mr. J.S. Gray, Secretary-Treasurer

CCM Limited
2015 Lawrence
Toronto
- Mr. Graham Eves, General Manager _
~ Mr. Bob Frances, Vice-President-Marketing

Chateau Cartier Wines Ltd.
112 Evans Rd.
Toronto
- Mr. J.H. Beatty, President

Chateau Gal Wines Limited

360 Bay St.

Toronto .
- Mr. T.R. Comery, President

Consumers Glass Company Limited
701 Fvans Ave.
Toronto
= Mr. P.R. Holland, Vice-President and Secretary
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Continental Can Company of Canada Ltd. ~
790 Bay St.
Toronto
- Mr.o Blair Douglas, Vice-Prasideont
~ Mr. John Corley, Director of Marketing

Corby Distilleries Ltd.
1201 Sherbrooke
Montreal
- Mr. C.J. New, President

Cooper of Canada Limited
501 Alliance Ave.

- Toronto

- Mr. Don Cooper; Vice~President

Crossley-Karastan Carpet MlllS Ltd.
40 Constellation Rd.
Rexdale

~ Mr. W.T. Winter, President

Crown Cork and Seal Company lelted
Toronto ’

~ Mr. Paul Dunlop, Assistant to the President

Daignault Rolland Cie Ltée
2565 Rouen. St.
Montreal

- .Mr. Rene Daignault, President ‘ LT

Distillers—Corporation-Seagrams Ltd.
1430 Peel St.
Montreal.

- Mr. L. Babitch, Vice-President of Finance and Administration

Dominion Glass Company lelted
1080 Beaver Hall Hill
Montreal

- Mr. E.A. Thompson, President

Essex Packers Limited
Brant & Hlllyard Streets
Hamilton '

- Mr. Mike Plawiuk, President’

Gestetner (Canada) Limited
840 Don Mills Road .
Toronto ' -
- Mr. R.T. Hunt, President

Gram01an Marlne Ltd.
451 Woody
Oakville

- Mr. Bob Graham, President

Harding Carpets Limited
60 Yonge St.
Toronto .

- Mr. A, Davidson, President




| schneider, 221"
J.M. Schneider, Limited '
321 Courtland Ave. E.

Kitchener : o
-~ Mr. F.P. Schneider, Chairman of -the Board of Directors

John Labaltt Limited
451 Ridoutl St..
London
- Mr. J.A. Mennie, Vice-President

Meagher's Distillers
56 Fundy
Montreal
- Mr. R. Lachapelle, President

Molson Industries Limited

2 International Blvd.

Toronto - o

- Mr. W.J. Gluck, Vice—-President Corporate Development

Monroe The Calculator, Co.
81 Advance Rd.
Toronto , _ _
= Mr. C.W. Speers, President

National Cash Register

222 Loxdowne

Toronto ’ o

- Mr. E.W. Plant, President - ' ‘ : -

Olivetti” Canada Ltd.

1390 Don Mills Road

Toronto . . . :
= Mr. G. Ponzi, Director of Marketing

Peerless Rug Limited
1 Place Bonaventure
Montreal ‘
~ Mr. B. Garber, President

SCM Canada Limited
29 Gervais Drive
Toronto : : :
~ Mr. G. Davidson, Vice-President and General Manqger’

Swift Canadian Co. Ltd.
2 Eva Road
Toronto )
- Mr. Jim Putl, Director of Planning

Tanzer Industries
231 Poute #2

Dorion ‘ ‘
' - Mr. A.E. Spencer, President

T.G. Bright & Co. Limited
Dorchester Road
Yiagard FPalls, Ontario

' - Mr. H.C. Hatch, President




Title Sporls Incorporated
3435 Metrowmolitan Blvd. E.,
Monbkraal

- Mr. A. Brown, President

Victor Comptometer
rambridge, B
-~ Mr. D.H. Prentice, President

- Mr. G. Rainbird, Director of Planning’

Wellinger and Dunn Ltd.
350 Sorauren ’
Toronto :
~ Mr. Bob Ostrander, President

- Mr. Peter Stewart, Partner with Johnson, S ewe
Bourne Brown & Co.

Whitby Boat Works Ltd.

570 Finley -

Ajax _ -
'~ Mr. Kurt Hansen, President

Xerox of Canada Limited
Toronto

- Mr. Peter Brophy, Treasurer
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APPENDIX VIT
METHODS OF CATEGORTIZING

PARTICULAR PLANNING SUB-PROCESSES




APPENDIX VII-1

Cperating Statements

Basis

FPrimary Criterion

1) breakdown

2) time scope

.Clarifying Secondary

Categories

Criteria
3) time to obtain

4} prepared by

5) accuracy

6) purpose )

- Minimal

non or minimal
and/or limited
to generic
brocad classifi~-
cations

annually or

semi-annually
or quarterly

months

outsiders i.e.

. public account~

ants
rough estimates

outsiders

" ‘Moderdate

major segments
of the busincss

monthly

" 2 weeks

internal staff

actual

~ management

Comprehensiva

very detailed
and/or cross-—
run in a nunbder
of different
ways

monthly

1—2‘weeks

internal staff

actual

- management

VEA




APPENDIX VII—~2 -

Annual Profit Plan

_ v Categories .
. Basis S ‘ ] - Minimal- & - - .. Moderate Comprehensive
Primary Criterion
1) information input . outsiders mainly - plus, the aid ' plus, the use
: : : ' ' and/or_account— of lower level of external
ants only and/orx line management informatio:n
top management ' : '
and staff
Secondary Criteria
2) hkreakdowns ' .none -or minimal very detailed - : cross-—run in
’ and/or limited to B ' a number of
generic broad . , different wayvs
classifications : :
and/or major seg-
ments of the
business
"3) time scope o . semi<annual yearly monthly’ . e monthly
' - and/or quarterly ’ :
and/oxr monthly
4)  reasons for . bankers & outsiders . management » management

preparation o o and/or financial
' : ' and/oxr management

e2%




Basis

Primary Criteria

1) basis of information

input

! Secondary Criterion

2) detail

. 3) time scope

APPENDIX VII-3

- Market & Sales Forecasting - One Year

Categories

Minimal ~ Moderate Sophisticztzc

past trend and/
or intexrnal
information and
general knowledge
of top management

little if.any
and/or broad

annually or semi-

‘annually and/or
guarterly

plus, lower level
management's
estimates

preducts, geogra-
phic

monthly

.cilation

1]
® O
N
M (f

Qo R
Q o
3o

I Qu

0O N
h O WQ
[
by
Lo BN (VI o B ()

+
down and zottc
estimates

=
!
3

plus, another
perspective i.e.
customers ox
industry tvre

monthly

.SZZ




APPENDIX VII-4

Market and Sales Forecasts Greater Than One Year

L Categories
"Minimal- s -Moderate Sophisticated !
Primary Criteria
1) basis of information past trend internal informa- plus, lower level
input ‘ ; ' o tion and general management's
, knowledge of top . estimates and/or -
- . ‘ management “top management i
with aid of staff !
generated exter--
nally based esti-
mates or line
input and/cr
reconcilation of-
top-down and
bottom up estimates
Secondary Criterion - %
i . ) . i
. . : : [
2) detail =~ . little if any ' broad : - products, geograph- 1
' : S . : ‘ic and/or plus, - .
another perspective
i.e. customers or - -~
industry type
3) time scope - . 2 yeaxs : 2-3 years = , 3 years and/or 5

, years and/or 5
years or more -




_—

APPENDIX VII-5

Financial Forecast

_ Categories
Basis . o N Minimal ‘ . Moderate Sophiscicated
Hature of the - non existed one year in cne year in
Forecast Co and/or one detail and/or detall with more
: year prepared more than two- years extrapolat:
with approximate years with and/cr in detail
estimates and - trended numbers for meore fhan one
assumptions only year

trended

8%




APPENDIX VII-6

Production Forecast

: . o Categories
Basis : oot None T Moderate A Sophisticated
Nature and purpose ; non-existent one year with 3 year or creater
of the forecast- S , emphasis on R estimates in

~scheduling or ' written form
capacity util- .
ization and/or

- reactive one

shot project

emphasis to new

requirements.

consideration

is given to more

than 1 year

|
62




APPENDIX VII-7

Personnel TForecast

» Categories
Basis ’ ' ‘ "None o ' ) Moderate : Sophisticatesl
Primary Criteria
Nature of the forecast non-existent s at least inform- . annual evaluzn-
' -ally part of the tion of pressnt
one year profit ané pending
plan management rax-
: sonnal needs
and/or writczn
censicderaticn <of
neecas in ths
greater than I
year prcfic =lan
or long rancs
plan

NEe




APPLNDIX VII-8

Formal Long Range Plan’

— . Categories - -
Basis ™ A I ~Low . . Medium - to . . Hich
Primary Criterion
The nature of the plan . non-exis- the existence  plus, the ' plus, the
' ' _tent in any of: . existence . existence of
written form - a greater . of: . - a corporate
than 3 year =~ a corporate ~ strategy
number prog- strategy. "~ written goals
nosis . - ~ goals and and objectives
~- aspiration = objectives ~ guantified
levels . or at least . objectives, and
aspiration " - the strategy is
levels in written zZorm
with contingen-
cies

TEG
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APPRENDIX VIIT
(N A)

MULTEVARTALE NOMINAL SCALY AIALYSIS

MNA is a new data ana lysis technique developed by Dr.

;Frank”M.fAnerWS and Dr. Robert C. Messenger at the University of
Michigan's Institute for Social Research (Andrewvs and Messenger,

1973). Essentially, it is an extension of the Multiple Classifi-=
cation Analysis (MCA) program (Andrews, Morgan and Sonquist,1969) .
that has been utilized in a number of marketing studies (Newman
and Staelin 1971 and 1972; Peters, 1970). MCA accepts nominally
scaled indepeundent variables aand assumes an intervally scaled da-
pendent variable.  MNA accepts both nominal independent and de~
pendent variables, in the context of an additive model. The ability -
to predict a nomlnally defined variable using nominally- defined ‘

lndepeudcnt variables constitutes a significant methodolog;cal(
advance in data_analysis. In their clasSification sqhemes for
multivariate data analysis methods, Sheth (1971) and.Kinnéar and -
Taylor (1971) noted the absence of any techniques to easily .
accomplish this type of analysis. Before.MNA, a nominally~defined
dependent’ variable had to be dichotomized and the analysis perform--
ed with MCA or' dummy variable multiple regression (1971). If.the
dependent variable had more than two categories, it was possible

to ‘use dummy variable discriminant analysis (DVDA). However, MNA
has significant input and output advantages over DVDA. TFor DVDA

‘the user must create his own dummy independent varlables for input.

. Further, the output from MNA is much more readable. Since many

consumer behavior dependent and independént variables are at a
nominal level, the need for a procedure like MNA is well establlshed

: Because MNA is new, a detailed-descriptioh'of its proce-
dures will be undertaken. Andrews and Messenger (1973) describe
MNA as being based on the principle of repeated application of
least squares dummy variable regression (Suits,1957). Specifically, .
the set of orlglnal predictor variables (Xj, X2, <.+, Xp) is
transformed into a set of dummy predictor variables (xl, X225 eeey
xcl,‘...Y ) by treating every nonempty code of each predictor as
a new dummy variable and by assigning a value of 1 when the code
appears and 0 when 1t does not appear. ’

The resulting data set of dummy predictors has.,one linear
dépendency for each set of dummy predictors associated with an
original predictor. Theqe yield a singular matrix which would pre-
'vont proper least squares estimation to be carried out. Therefore,
the linear dependencies must be eliminated by omitting one .dummy
predlctor from each sét. This procedure yields a set of r = c-p
independent dummyized predictors, where ¢ = the total number of |
categories in the independent variables and p = the number of '
predictars. : Y

; The dependent variable ‘is also dummvized . to form a set
of G ﬂumﬂy aepondent variables where G is the number of non-ewmpty
‘dependent Varldblc codes,.. Then, the set of r dummyized predictors
is . applied auucea51vely to ‘the complate set of G dummy dependent
variables, using the criterion on minimizing the error sum of"
'squards, which forms the least squares criterion, given by:




Co - \ 2 N Chy - . .
DERES ka (ykz"ykk) (= 1,2,...0)Y -~ .  9"3
where ESS, " = error sums of squares for the Lth dummy dependent
' ‘ vatviable, -
¥ =lindiﬁidua1 k's weight,
) = individual k's score on the 2th dummy dependent
< variﬂble ‘ : ~
.yki = 1nd1vidua1 k's predicted score for the 2th

and where

~

Yrg

coefficients

Lo

il

i

the regression coefficients.

‘duminy dependent variable

e

1t

A

21 K1 +B22 X k2 +... + Blr xkr 1,2,...G)

the mth dummy predictor score for kth individual,

.

Partial derivatives of the ESS's with respect to the B

are then calculated. These partials are then set

to zero, yielding the G nermal equation sets (Cooley and Lohnes,

1971).
In mathematical notation:
[ “ [~ i
J9ESSY
BBzO q
QESS Y = -0 = (1,2,...G)
BBQL -
dESSY 0 .
aBlr
. — L. -
vields the relevant normal equations.
Solution of these G equations gives the B values.for the
predictive equations and a set of forec"sts of individual scores
[y » kZ""’ykG}' This solution ylelds values expressed as

deVLdLIUHb from the one

.c!.k..h
in a
Cing v
trans
~ed as

set, It is
more easily
alues to the
forming the

deviations

dummy prediction that was . omitted from
possible to present the predictive equations
understood form, while at the same time assign-
previocusly omitted codes. MNA does this by
results to a form where ccefficients ‘are express-—
from the mean of. the %2th dependent variable.
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Yo = ¥y -+ AQ]‘XI + Ay x2+...A2CxC = 1, ,...,V - o
where ;2 = the mean of the Lth dependent variable

and A = mth. ttdnsformvd dummy predictor rcgreuulcn coefch1gnt

‘M for Lth dummny dependent variable.

The Agm's: ;are expressed as deviatlons from the grand
means {yl, V25 ean yg} This system yields forecasts that are
identical to the previous system for all ‘individuals and has co-
efficlients attached to all categories of all independent variables.

Statistics Generated by MNA

MNA genmerates both bivariate and multivariate statistics.
Two bivariate statistics are produced to measure the strength of
the relationship between the dependent variéble and each predictor.
The first is the one-way analysis of varilance eta-squared stat- ‘
istic which is calculated for each dummy dependent variable’ and
then summarized Into a generalized eta~squared. Eta-squared
measures the. explalned variance of each code and the generaiized
eta-squared statistic measures the explained variance across all
codes; i.e._the ratio of explained sums of squares to total sums

of squares. S

A more useful bivariate statistic,- the blvariate theta

(QY), is a relatively new statistic formulated by Messenger (1971)
to measure the strength of association with correct placement in
the dependent variable code as the criterion. Theta is defined

as the proportion of the sample correctly classed when using a
prediction, to~the-mode 'strategy in each frequency distribution of

each category of the predictor variable. For example Table 1
prEbents a set of data from the cross~tabulation of a 3 code de-
pendent varlable Y, with a 3 code indQPEHdEHL variable Xl. ~ The
numbers in the cells are the number of people in the sample
aSsigned to the cells, If we knew nothing about the effect of’
Xy on Y, our best predlctlon concerning Y would be Yz, the mode.
That is, Oy = 400/1000 = .40 and we will have correctly. classified
subjects 40 percent, of the time., Knowledge of Xi allows for im-
proved c1a551:1catvons, Specifically, if we knew the subject is
in X3 the best guess is Y31, if he is in Xy the best guess is Y3
and so on. . Then,

O¢/x; = (300°+ 300 + 200)/1000

|

= ,80

1

and we.have correctly classified 80 percent of the Subjégts.

Messenger and Madell (1972) note that Oy is really just
2 more  intuitively appealing form of the Goodman and Kruskal
Lambda statistlc, Ai, which 1s defined as. the. propo;tlon of
rﬂductlon in ‘error given predlctor Xi's codes: :




A, = (0, - ' '
S Y/Xy - 0y / (1 - 0) .
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= (.80.-~ .40)/(1 - .40)

= .40/.60
= .67

Thus, Aj is a linear transformatlon of OY/X
i

TABLE 1

An Illustration of Bivariate Theta

| ¥
1 2 3 TOTAL
1 .
300 0 0 300
X, 2 1'so0o | 300 50 . 400
3 0 100 200. - 300 |
TOTAL 350 400 250 1000

The multivariate statistiecs generated by MNA parallel the
bivariate statlstlcs described above. These are the generalized
multiple R? and the multivariate theta statistic. The latter
"statistic is defined as the proportion correctly classed using a
decision rule of predicting each individual as being in that de-
pendent variable category having the maximum forecast value for

that individual and written as:

OYlﬁl, XZ? v Xn, or OM '
"It 1s the probability of placing a subject in the correct nominal
category of the dependent variable, Y, given xﬂowledge of the code
values of the independent varlables, X1> Xz, «+s»y Xn, when using

a prediction to the mode strategy. '

The MNA technique 1s essentially a series of parallel
MCA runs using each of the dummy variables in turn as the de-
pendent varlable.  Tor each:  of the dependent variable codes,
2 predicted probdbility (Oy) of each subject being in that cate-
gory is caleculated. Each subject has a probability figure
associated with each code of the dependent variable category that
is associated with the highest of these probabilities. A check
is then made against the actual category and the proportion of

subjects correctly classified 1is then calculated.

.
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An Application Example _

One example of how this technique was used in the analysis described.in
chapter 4 is presented here. This. example pertains to the association of each
of management's expectat1ons of future firm growth and firm sales to the plan-

ning sub-process 'operating statements'. In the sample of 40 firms the dis-

tribution found among the categorjes for 'operating statements' was:

Minimal 30%
Moderate - 25%
Comprehensive  45%°

"With this distribution and without any knowledge of firm size or management's;

expectations of future firm growth, one would be able to correctly classify .|
45% of the firms. By knowing both firm size and firm growth expectancies this
ability to predict, however, increased substantially. S

With three categor1es for each of firm size and f1rm growth expectanc1es
nine combinations: were possible. Each of these could be allocated.to one of
three categor1es of- operat1ng statements!. A comparison of the. pred1ct1ons
generated in this. manner using firm size and f1rm growth expectanc1es, w1th the
actual resu]ts obta1ned was as fo]lows ' , Do o

Operat1ng Statements Actual =~ = - Operating:Statéméhts'Prédicted4

Minimal Moderate 'Comprehensive

. ~ R |
Minimal ‘ 42% 33% 25%
(N=12) L |
Moderate o L : - 10% . 70% - 20%
(N=10) - T e
Comprehensive - ' 6y s]T%' 83% i
(N=18) o

Reading from Teft to right, predictions in the minimal category were correct
42% of the time. While this was not exceptionally high, it was a better pre-
dictor than the original estimate of 30%4. The largest error in prediction:
occurs in'classifying 33% of the minimal in the moderate category. Since mod-
erate was the closest category. to minimal the error is understandable. 1In the
moderate category predictions were correct 70% of the time.” In the. comprehen-
sive category pred1ct1ons were correct 83% of the time. .Overall, with infor-
mation on firm size and firm growth expectanc1es, the ability to classify firms
correctly among the three categories of 'operating statements was 68%. This
was a substantial 1mprovement on the org1na1 45%. '

S1m11ar computations and comparisons were made using firm sales size, firm
future sales growth expectancies and the categories for the other seven plan-
n1ng process elements. Results similar to the above were obta1ned on the.

'one year market and sa]es forecast', 'the greater than one year market and

sales forecast', and 'the formal 1ong range plan'. Poorer results were obtained
in predicting one or more of the categories for 'the annual profit plan', 'the.
production forecast' and 'the personnel forecast". Overall, however, the ability
to properly classify was s1gn1f1cant]y increased. The MNA- techn1que increased
the abiTity to classify by using information perta1n1ng to management's expec-

- tations of future firm growth and firm sales size. - Both the growth and the size

information were important information inputs- to these predictions.. -




BIBLIOGRAPHY

Books

Ackoff, Russell L. A Concept of Corporate Plannlng,
Oxford: Permagon Press Ltd., 1871. '

‘Andrews, Kenneth The Concept of Corporate Strategy,

Homewood, Ill.: Dow Jones Inc., 1971.

Ansoff, H. Igor Corporate Strateqgy, New York: McGraw-
Hill Book Company, 1965. _ :

Argenti, John Corporate Planning - A Practical Guide,
‘Homewood, Ill.: Dow Jones-Irwin Inc., 1969.

Cannon, T.J. Business Strategy and Policy, New York:
Harcourt Brace and World Inc., 1968.

Cyert, Richard M. and March, James G. A Behavioral Theory
of the Firm, Englewood CllffS,_N J.. Prentice-Hall

Inc., 1965.

Galbraith, John K. Economics and the Public Purpose, Boston.
Houghton Mifflin Company, 1973. S

Galbraith,'John K. The Affluent Society, Toronto: The New
American Library Limited, 1970. e

Galbraith,‘John K. The New Industrial State, Toronto: The
New American Library of Canada Ltd., 1967.

Harold W. Long Range Planning Practices in 45 In-
dustrial Companies, Englewood Cliffs, N.J.: Prentice-
Hall Inc., 1967.

Henry,

‘Learned, Edmund P., Christensen, C. Roiand,'Andréws, Kenneth,
R. Gurth, William, D. Business Policy, Homewood, Ill.:
‘Rihcard D. Irwin Inc., 1969.

‘Méson,‘Robett D. Statistical Techniques in Business and
Economics, Homewood, Ill.: Richard D. Irwin Inc., 1974.

McArthur, John H. and Scott, Bruce R. Industrial‘Pldnhing
in France, Boston: The Pre51dent and Fellows of

Harvar H College, 1969.

MorriSOn, D.E. and Henkel, R.E. The Significance Test
Controversy —~ A Reader, Chicago: Aldine Publishing

Company, 1970.

»




Nie, Norman H., Brent,; Dale H. and Hull C. Hadlal,
Statistical Package for the Social Sc1ences, New
York: McGraw—-Hill Book Company, 1970.

Penrose, Edith T. The Theory of the Growth of the Firm,
Oxford: Basil Blackwell and Mott, Ltd., 1959,

Scott, Brian W. . Long Range Plenning-in American Industry,
New York: American Management AsSocfation,‘l965.

Siegel, Sldney Non*parametlc Statistics for the. Behav1ora1
Sciences, Toronto. McGraw—Hlll 1966.

Steinexr, George A. Top Management. Plannlng, New York: The
Macmillan Co., 1969. '

Thompson, Stewart How Companies Plan - AMA Research Study 54,
New York: American Management Assoclation Inc., 1962.

Vancil, Richard F. Formal Planning Systems 1971 - A Collection
of Research Reports Presented at the 4th Annual Workshop
for Plannlng ‘Executives, Cambrldge, Mass.: ~"The - '
Pre51dent and Fellows of Harvard College, 1971.

Warren, E. Kirby Long Range Plannlng: ‘The Execution View-
'p01nr, Englewood Cliffs, New Jersey: Prentice~Hall

Iinc., 1966.
Reporte
Braithewaite, J.L. et. al. A Survey of'Long'Range‘Planﬁing.

'in Canadian Industry, London, Ontario: unpublished
dissexrtation, The University. of Western Ontario, 1969.

Cleland, David Origin and Development of a Philosophy of
Long Range Planning in Amerxican Business, Cleveland:
unpublished dlssertatlon, The Ohlo State Unmversmty,.
1962. : s \ :

‘Mintzberg, Henry Strategy Making in Three Modes, Montreal:

Faculty of Management wOrklng Paper, MCGlll Unlver51ty,
Aprll 1972. .

Najjar, Mohamed A. Planning in Small Manufacturing Companies:'
An Empirical Study, Cleveland: unpublished dissertation, .
The Ohio State University, 1966. ' :

Pollshuk Paul ©Long Ranqe Planning . in the Aerospace Industry,
Prellmlnary Draft to the Air Force Flight Dynam1c:
Laboratory, Wright-Patterson Air Force Base, Ohio:
Department of the Air Forxce, December 23, 1969.




| . R2u0
Thain, Donald H. Long Ranqc Plannlng, Bu51nes° Pollcy

Course Note No. 5, LOndon, Ontario: School of Bu51~
ness, The University of Western: Ontario.

Thain, Donald H. “COrporate Strateqy", IMEDE General Course

Memorandum Note No. 12, Lausanne: IMEDE, 1965 and
1966. ‘ . ‘
Periodicals

Bower, John L. Strategy as a Problem Solving Theory of
Business BP894, Boston: Harvard Business School, 1967.

i
H

Burke, C.J. "Measurement Scales and Statistical Models",
*  ‘Theories of Contemporary Psychology, edited by M.H..
Marx, New York.\ The Macmillan Company, 1963. ‘

Herold David L. "Long Range Planning and Organizational
Performance~- A Cross Valuation Study", Academy of
Manaqement ‘Journal, March 1972. :

Lindbloom, Charles "The 801ence of - Muddling Through"
Business Strategy, edited by H. Igor Ansoff, Middlesex:
Penguin Books Inc. . : ' '

Thain, Donald H. "The Comlng Crunch in Federal Government
Business Relations", The Business Quarterly, London,
Ontario: - School of Business Administration,uThe Uni-~.
vers1ty of Western Ontario, Autumn 1970. o

Thnne, Stanley and House, Robert "Where Long Rangé Planning
Pays Off ~ Findings.of a Survey of Formal, Informal
Planners", Business Horlens, August 1970, pPpP- 82 87..

Wrapp, H. Edward "Good Managers Don't Make Policy Deci-.
' sionsfﬁ_Harvard Business Review, Boston: Harvard
Business School, September-October 1967.




o - UNIVERSITY GRANT PROGRAM RESEARCH REPORTS

UNTVERSITES

RAPPORT DE RECHERCHE SUR LE PROGRAMME DE SUBVENTIONS AUX

AUTHOR(S) /AUTEUR(S) UNTVERS I TY/UNTVERS I TE
1. LA, Litvak Department of Economics,
C.J. Maule Carleton University.
2. flarold Crookel} School of Business Administration,

University of Western Ontario.

3., H,H.E. Atkinson Faculty of Graduate Studies,
: University of Western Ontario.

4. R.M. Knight School of Business Administration,
R N University of Western Ontario.

5. Blair Little School of Business Administration,
R.G. Cooper University of Western Ontario.
R.A. More

6. F. Zabransky School of Business Administration,
J. Legg University of Western Ontario.

7. K.R. MacCrimmon Faculty of Commerce and Business
V.T. Stanbury Administration,

J. Bassler University of British Columbia,

8. Jemes C.T, Mao Faculty of Commerce and Bus!ness

Administration,
University of British Columbia.

9, J.W.C. Tomlinson Faculty of Commerce and Business
B Administration,
Unlversity of British Columbla,

10. G. Kardos . Faculty of Enéiﬁéering,
Carleton Hniversity,

1. 1.A. Litvak c s Department of Ecoﬁomics,
C.J. Maule Carleton University.
i2, Y. Allaire, Facuity of Hanagement Sclences,
J.M, Toulouse ~University of Ottawa.
; 13, Cari Prézeau : Faculté d'administration,

Unlversité de Sherbrooke.

14, M.R. Hecht Faculty of Management Studies,
J.P. Siegel University of Toronto.
A .
15, Biair Little School of Business Administration,

University of Western Ontario. ’

16. A.R. Wood School of Business Administration,
J.R.M. Gordon University of Western Ontario.
R.P. Giilin

17. S. Globerman Faculty of Administrative Studies,
: York University.

18, M. James Dunn : Faculty of Business Administration
Boyd M. Harnden and Commerce,
P, Michael Maher ~ University of Alberta.

9. K.R. MacCrimmon Faculty of Commerce and Buslness
A. Kwong Administration,

University of 8ritish Columbia.

20. 1.A. Litvak Department of Economics,
C.J. Maule Carleton University.

REPORT TITLE/TITRE DE L'OUVRAGE

Canadlan Entrepreneurship: A
Study of Small Newly Established
Firms, October, 1977,

The Transmission of Technology
Across National Boundaries,
February, 1973.

Factors Discriminating Between
Technological Spin-0ffs and
Research and.Development
Personnel, August, 1972.

A Study of Venture Capital
Financing in Canada, June, 1973.

The Assessment of Markets for the
Development of New industrial
Products in Canada, December, 197Z.

Information and Decisfon Systems
Hodel for PAIT Program, October,
1971.

Risk Attitudes of U.S. and
Canadian Top Managers, September,
1973,

Computer Assisted Cash Manage-
ment fn a Technology-Driented
Firm, March, 1973.

Forelgn Trade and Investmant
Declsions of Canadian Companies,
March, 1973,

Case History of Three innovations:
Webster Mfg., (London) Ltd; Spectrac
Limited, and The Snotruk, 1973.

A Study of Successful Technical
Entrepreneurs in Canada, September,

1972,

Psychological Profile of French-
Canadian M.B.A. Students:
Consequences for a Selection
Policy, December, 1972.

The Portfolio Effect In Canadian
Exports, May, 1973.

A study of Manufacturing Firms in
Canada: With Speclal Emphasis on
Small and Medium Sized Firms,
December, 1973.

The Development of New Industrial
Products in Canada. (A Summary
Report of Preliminary Results,
Phase 1) April, 1972.

Comparative Managerial Probiems In
Early Versus Later Adoption of

{nnovat fve Manufacturing Technologies,
(Six Case Studies), February, 1973,

Teéhnological piffusion in
Canadlan Manufacturing industries,
Aprit, 1974,

An Investigation into the Climate
for Technological lnnovation in
Canada, May, 1974,

Heasures of Risk Taking Propensity,

July, 1972.

Ciimate for Entreprencurs: A
Comparative Study, January, 1974,



—

21,

22,

23,

24,

pes
\n

26,

27.

28,
29.

30.

3.

32,

33.

34,
35.
36,

37'

AUTHOR (S)/AUTEUR(S)

J. Robidoux--
Gerard Garnler

l. Vertinsky
K. Hartley

Yvan Allaire
J.M. Toulouse

Jean Robidoux

Blair Little

Blair Little
R.G. Cooper

Blalr Little

J.M.C. Tomlinson
Blalr Little

R.G. Cooper °

M.E. Charles
D. Macilay

M.R. Hecht

l.A. Litvak
C.J. Haule

R.R, Britney
E.F.P, Newson

R.F, Morrlson
P.J., Halpern

J.C.T. Hao

JW.C, Tomlinson
€C.S5. Willie

-2 -

UHIVERSITY/UNIVERSITE

Faculte d'administration,
Universlté de Sherbrooke,

Faculty of Commerce and Business
Administration,
University of Biitish Columbia.

Facufty of Management Sciences,
University of Ottawa,

Faculte d'administration,
Université de Sherbrooke,

School of Business Adninistration,
University of Western Ontario.

‘School of Business Administration,

Unfversity of \lestern Ontario.

School of Business Administration,
University of Western Ontario.

‘Faculty of Commerce and Buslness

Administration,
University of British Columbia.

School of Business Adminlstration,
Unlversity of Western Ontarlo.

Faculty of Management,
McGill University.

The C.E.R.C.L. Foundation,
20D College Street,
Toronto, Ontario, M55 1AL

Faculty of Management Studles,
University of Toronto.

Pepartment of Economics,
Carleton University.

Schouol of Businass Adwinistration,
University of Western Ontario.

Faculty of Management Studies,
University of Toronto.

Faculty of Commerce and Business
Administration,
tniversity of British Columbia.

Faculty of fomerce and Business
Administration, '
Unlversity of British Columbia,

REPORT TITLE/TITRE DE L'OUVRAGE

Factors of Success and Weakness
AffectIng Small and Medlum~Sized
Manufacturing Businesses In
Quebec, Particularly those
Businesses using Advanced
Production Techniques, December,

1973,

Facteurs de Succes et Faiblesses
des Petites et Moyennes
Entreprises Manufacturieres au
Québec, Specialement des
Entreprlises Utilisant des
Techniques de Production
Avancees, decembre, 1973,

Project Selection in Monolithic
Organizations, August, 1974,

A Comparative Study of the Values
and Needs of French-Speaking and
English-Speaking M.B.A. Students,
August, 1973, ’

Analytical Study of Signlficant
Tralts Observed Among a Particular
Group of Inventors in Quebec,
August, 1974,

Etude Analytique de Traits
Significatifs Observes Chez un
Groupe Partlcular D'lnventeurs
au Québec, Aoiit, 1974,

Risks in New Product Development,
June, 1972,

Marketing Research Expenditures:
A Descriptive Model, November,
1973.

Vrecking Ground for {nnovatlon,

February, 1973, N

Foreign Trade and lInvestment
Decisions of European Companies,
June, 1974,

The Role of Government in
Assisting New Product Development,
March, 1974, .

Why New Industrial Products Fail,
January, 1975.

Case Studies of Industrial
Innovation in Canada, February,

1975,

- A Study of Manufacturing Firms in

Canada: With Emphasls on
Educatlon of Senior 0fficers, Types
of Organization and Success, March,

1975.

" Policles and Programmes for the

Promotion of Technological
Entreprencurship in the U.S, and
U.K.: Perspectives for Canada,
May, 1975.

_ The Canadian Production/Operations

Management Environment: An Audit,
April, 1975.

Innovation in Forest Harvesting . by
Forest Products Industries, May,

1975,

Venture-Capital Financing for
Technologically~Oriented Firms,
December, 1974,

Guide to the Pacific Rim Trade and -
Economic Database, September, 1975,




;

i

i

38.

39.

4o,

k1,

AUTHOR (S} /AUTEUR(S)

D.A, Ondrack

James C.T. Mao

M. James Bunn

Boyd M. Harnden

P, Hichael Maher
Michael J. Vertigan
John A, Watson

Gary A. Sheehan
Donald H. Thain
lan Spencer

-3 -

UNIVERS ITY/UHIVERS ITE

¢

Facu)tp of Management Studies,
University of Toronto.

- Faculty of Commerce and Buslness

Administration,
University of Britlsh Columbia,

Faculty of Business Administration
and Commerce,
University of Alberta.

School of Business Administration,
University of Western Ontario.

REPORY TITLE/TIVYRE DE L'OUVRAGE

Forelgn Ouwnershlp and Technologlcal
Innovation in Canada: A Study of
the tndustrlal Machinery Sector of
industry, July, 1975,

Lease Flnanclng for Technology~
Oriented Firms, July, 1975.

An Investigation into the Climate
for Technological innovation in
Canada,

Stage Il -~ A Fundamental Research
Effort Directed Towards the Design
of an Experimental and Management
Development Program for Research
and Development Project Selection
Decisionmakers, July, 1975.

The Relationships of Long Range
Strategic Planning to Firm Size
and to Firm Growth, August, 1975,




S =w ms B SN BN BN U BN BN B BN BN BN BN BN BN B o






