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ABSTRACT 

Most of the conceptual and empirical work to date 

leads one to conclude that the contingency approach to 

understanding strategic planning systems is still in a 

formative stage. overall, there seem to be few potential 

generalizations that emerge from these contingency-based 

studies and even these few are tentative in nature. 

Furthermore, it seems that most of the contingency based 

studies had inadequate research designs. This inadequacy 

probably contributed to the relatively low degree of 

conclusiveness that has emerged from these studies. 

This study is intended to be a step forward in filling 

some of the gaps revealed in the literature. Its purpose is 

to better understand what strategic conditions need to be 

considered when designing strategic planning systems. 

The research questions triggering this research were: 

1. What is the impact of the external environment on 

the design of strategic planning systems? 

2. What variables determine the intensity, and 

structure of strategic planning? 

3. What variables determine the role of the corporate 

planning staff, and CEOs in the planning process? 

The data were collected by a mail questionnaire and 

xii 



from published data of 174 firms (a response rate of 43.5%). 

A contingency model linking some contextual variables of 

business firms to a number of design parameters of strategic 

planning systems was developed. 

The findings point out that both the extent and 

different design parameters (e.g. the planning horizon) of 

planning systems are influenced by the unpredictability of 

environmental changeso In addition, other. contextual 

variables such as organization technology are found to 

influence the extent and structural characteristics of 

strategic planning systems. Finally, the roles of both the 

corporate planning staff and chief executive officers in the 

planning process are identified. These roles are found to 

be influenced by a variety of contextual variables and non

contextual variables such as the type of industry. 
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CHAPTER I 

INTRODUCTIONS 

This chapter will discuss the history of strategic 

planning systems and their purposes. In addition, a 

comprehensive definition of strategic planning will be 

developed to provide the general framework for this study. 

strategic Planning Systems 

History 

Planning involves the element of futurity with the 

degree of futurity becoming greater as higher organizational 

levels are involved. One of the earliest efforts to show 

the importance of planning was made by Henri Fayol. Henri 

Fayol called it "prevoyance" or "to foresee" and used the 

term in the sense of both assessing the future and making 

provision for it. He considered the process of thinking out 

a plan and ensuring its success as one of the greatest 

satisfactions that an intelligent man could experience as 

well as a powerful stimulant of human actiono In describing 

the planning process, Fayol (1949) said: 

The maxim, "Managing means looking ahead: gives 
some idea of the importance attached to planping 
ifi the business world, and it is true that if 
foresight is not the whole of management as least 
it is an essential part of it. To foresee, in 
this context, means both to assess the future and 
make provision for it; that is, foreseeing is 

1 



itself action already. Planning is manifested on 
a variety of occasions and in a variety of ways, 
its chief manifestation, apparent sign and most 
effective ir.strument being time, the result 
envisaged, the line of action to be followed, the 
stages' to go through, and methods to use. It is a 
kind of future picture wherein proximate. events 
are outlines with some distinctness, whilst remote 
events appear progressively less distinct, and it 
entails the running of the business as foreseen 
and provided against over a definite period. 

Gilbreth (1922) , writing on the science 

2 

of 

management, recognized that management was already equipped 

in 1922 to apply a plan for the development of an industry 

or an organization. He stated that the early recognition of 

the trend, the laying out of the necessary plan is not work 

for untrained, inexperienced execu~ives, but rather requires 

the trained thinker and installer to use the existing 

information for the betterment of the plant. 

The panic of 1929 and the following depression 

precipitated a strong economic planning movement in the 

united states. In the period shortly after the start of the 

depression, economic planning had become popular. At the 

same time, socialists in the Soviet Union with their overall 

national planning manifested in the form of a series of 

five-year plans had an influence on economists, politicians, 

and business leaders in the United states. Then, in the 

forties, the necessities of war impelled the development of 

long-range planning concepts in broader terms than had 

previously existed (Cleland, 1962). 
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From the early 1950's until the mid-1960's, many 

authors emphasized the importance of planning (Ewing, 1958; 

Bursk, 1956; Mace, 1962; Lindblom, 1959). Peter Drucker 

(1964) described planning as an attempt by the organization 

to shape its own future. 

that: 

George steiner (1966) believed 

There is no substitute for long-range planning in 

the development of profitable and healthy 

organizations. It is not, of course, the only 

requirement, but is a major one. 

Despite all the emphasis on planning during this 

period~ the business world was not particularly concerned 

about long-range planning. Operational short-range planning 

was deemed to be much more important and received more 

attention. 

The situation has changed drastically since the mid-

1960's. There has been a great outburst of interest in 

long-range planning. Many companies have introduced formal 

strategic planning systems in order to improve their 

planning effort. Rather than relying on line managers to 

plan for the future, many corporations have hired 

specialists to set up formal planning systems. 

Knowlson (1974) conducted a survey among the members 

of the Society for Long-range Planning on the introduction 

of formal corporate planning in a sample of 337 companies 
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and showed a drastic increase in the number of companies 

that have started corporate planning. Lucado (1974) 

surveyed a sample of American corporations and concluded 

that planning committees and planning staffs are prevalent, 

especially in larger corporations. 

Definition 

Despite this gr.owing interest in strategic planning 

systems, there is still no universally accepted definition 

of this concept. Planning systems seems to have created a 

great deal of confusion. Some equate the concept with the 

whole of management, some say that planning is part of 

decision making, and others conclude that it is integral to 

control (Allen, 1982) • This confusion has created a 

"semantic jungle" as Koontz (1979) characterizes it. Koontz 

points out: 

One of the greatest obstacles in the development 
of a more unified and useful theory and service of 
management has been the problem of semantics. 
Those writing and lecturing on management and 
related fields have tended to use common terms in 
different ways •••• G.however, while this semantics 
swamp still exists, and we are a long way from a 
general acceptance of meanings of key terms and 
concepts, there are some hopeful signs on the 
horizon. 

Steiner (1979) has developed the following dichotomy 

of strategic planning: 

-------------------



1. Intuitive, anticipatory planning-
this type i~ done by all managers. 
It is based on experience, a feel 
for a situation, and deep 
understanding of events. 

2. Formal planning--this type is 
frequently performed by many people 
in a company based on a set of 
procedures that are laid down 
beforehand. The essence of this 
kind of planning is the systematic 
examination of future opportunities 
and threats and a formalized system 
to determine how best to respond. 

5 

In this research the concept of strategic planning is 

defined as: 

The type of planning for periods in excess of 

three years, which is concerned with the 

organization as a whole, which encompasses all 

functional areas of the business, is future 

oriented, a continuous process, qoncerned with 

deciding on objectives of the organization and the 

resources used to attain these objectives, and is 

affected within the existing and long-term future 

framework of economic, social, and technological 

changes. 

This definition contains a number of critial elements: 

Future - oriented. Although there is a great variation in 

time horizons, not only among different industries but among 

companies in the same industry, it is conceived here that 

long-term plans should be for periods in excess of three 

years. 

-- ... - -~. . ~- .. -.-~.~----.--------- ---~- .. ---
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Comprehensive. strategic planning bas a broad coverage. It 

is concerned with integrating the activities of the 

organization as a whole rather than with a certain division 

or a certain function. Thus, strategic planning is best 

described as "corporate planning" rather than divisional or 

departmental planning. 

Continuous. strategic planning is much more than business 

f6recasting, it is a continuous process which goes further 

by helping management to determine how to take advantage of 

opportunities and how to minimize the effects of unfavorable 

trends. 

Objectives and Means of Achieving Them. strategic 

planning includes the process of establishing factual, 

logical, and realistic objectives for the organization and 

of devising means to attain them. 

Relevance to the External Environment. strategic planning 

enables the organization to consider external as well as 

internal variables. The major contribution of a strategic 

planning system is its concentration on the relationship of 

the organization with its external environment. 

This definition of strategic planning has been 

utilized in this research to select the sample companies. 
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purposes of strategic Planning Systems: 

As will be shown in the next two chapters, many 

authors have discussed the objectives of strategic planning 

systems. In this research, the following will be identified 

as the most commonly adopted purposes (Camillus, 1978; 

Rossotti, 1976). 

Coordination. One of the most important purposes 

effective strategic planning system is that it 

guidance to managers throughout an organization in 

decisions which are in line with the objectives 

of an 

gives 

making 

and 

strategies of the corporate management. without strategic 

planning it is much more difficult for managers to make 

decisions concerning directions determined by top 

management. In addition, strategic planning integrates 

strategic and operational plans. Ansoff (1966) clarified 

the difference between these two levels with his famous cow 

analogy. He described the operating plan as concerned with 

maximizing performance in the organizati~n's current 

markets, which he called "seeking the best way to milk a 

cow." strategy is defined as concerned with allocation of 

the firm's resources in the best possible way: " ••• but if 

our basic interest is not the cow but the most milk we can 

get for our investment, we must also make sure that we have 

the best cow money can buy." strategic planning may include 

changing the cow. Operational planning deals with how to be 
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a more effective milker. This distinction, however, does 

not mean that these plans are independent. As Hussey (1974) 

puts it: 

This does not mean that strategy does not take 
account of current operations. Indeed it must, 
for the decision to remain in them is in itself a 
matter of strategy. Where strategic decisions 
encompass all the possible paths that the company 
might take to reach its objectives, and where the 
definition of what those objectives should be, is 
of itself a matter of strategy; operating planning 
is concerned only with getting the most out of 
what is currently being done. 

Communications. The planning process is a means for 

communications among all levels of management about 

objectives, strategies, and detailed operational plans. 

written plans provide a permanent and clear record of 

decisions made and specify who is going to implement them 

and how they should be executed. 

Development of strategies. strategic planning systems force 

management to think; to develop an orientation to the 

unforeseen ·environment and to formulate new ideas and 

opportunities. strategic planning should guide management 

toward focusing on the right issues and asking the right 

questions. 

Development of Action Plans. The objective is to help 

managers formulate short-term programs needed to implement 

the company's strategies. 

Frame of Reference for the Annual Budget. The annual budget 

should be tied to the strategic planning system. Resources 

-----------_ .. _ ... 
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ought to 

pl:ograms. 

be allocated according to action plans and 

Ordinarily, the budget is based on the first year 

of the company's long-range plan. 

Mar.agement Qevelopment. strategic planning systems are 

effective tools in ~anagement developmentG The practice of 

going through the strategic planning process is a valuable 

learning experience. 

Objectives of This Research 

The present research examines the design, practice, 

and structural characteristics of strategic planning systems 

within a contingency theory framework. In addition, i~ 

examines the relationship between strategic planning systems 

and the organization's external environment. As will be 

discussed in the next chapter, there has been very limited 

useful research conducted on this topic. The objectives of 

this research are: 

1. To determine the 

environment on the 

systems. 

impact of 

design of 

the organization's 

strategic planning 

2. To identify the variables which determine the extent of 

strategic planning. 

3. To identify the variables which determine the structure 

of strategic planning systems. 

4. To determine which variables influence the role of the 



corporate planning staff in the planning process. 

5. To determine which variables influence the role of CEOs 

in the planning process. 

Importance of This Research 

This research is expected to provide the following 

contributions to the present state of knowledge: 

1. This research does not only lie in the realm of a 

descriptive theory of strategic planning but also in 

the realm of a normative theory. That is, this 

research will not only pr~vide "what is" the state of 

knowledge in the design and practice of strategic 

planning systems but also "what should that design and 

practice be". 

2. This research will increase 

contingency-based strategic 

our understanding of 

planning systems design. 

Some potential generalizations are expected to emerge 

from this contingency-based study which should enhance 

this approach since it is in its formative stage. 

3. This study continues the line of environmental research 

as it relates to perceived uncertainty and strategic 

planning practices. In specific, this study will try 

to establish a relationship between the organizational 

environment and strategic planning systems. This 

relationship has not been established in previous 

research (see next chapter). 

10 



4. This study links research between strategic management 

and organization theory. 

11 



CHAPTER 2 

A REVIEW _O_F _T_H_E ..=L..=I..;:,T..=E.:;,;R,;;.;;A..;:,T..;:;,U.:;,;R,;;:;E 

The first section of this chapter reviews the rather 

broad research literature which attempts to address the 

rationale for strategic planning systems in general why 

do we need planning systems and what might be their payoffs? 

Research on what is known about the nature and causes of 

failure in strategic planning systems is discussed in the 

second section. The final section reviews the literature of 

the contingency approach studies which have sought to link 

various characteristics of strategic planning processes to 

various characteristics of the planning situation. 

The payoff From strategic Planning Systems 

strategic Planning Systems and Organizational Success: 

Generally, the literature supports the view that 

strategic planning systems contribute to organizational 

effectiveness and performance. Thune and House (1970) 

matched 36 corporations in terms of industry and size into 

six industry groups. The companies had sales of more than 

75 million dollars in drug, food, chemical, steel, oil, and 

machinery industries. Formal planning was defined as the 

existence of predetermined goals and corporate strategies 

for the next three years. Performance criteria used to 

12 
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compare "planners" and "non-planners" were earnings per 

share, earnings on common equity, and earnings on total 

capital employed over a period of seven years. Companies 

with formal planning systems outperformed others on all of 

the above criteria. The authors also showed that 

"planners'" performance after the time when they set up 

their planning system was better than it was before. 

Finally, it was shown that planning's association with 

success is most profound in drug, chemical, and machinery 

industries. Herold (1972) matched three pairs of companies 

in the drug industry and two pairs in the chemical industry. 

For the period of 1962-1969, the companies with formal 

planning systems outperformed "non-planners" in sales and 

profits growth. Ansoff et ale (1971) undertook a study of 

the benefits of planning for firms making acquisitions. 

Ninety-three companies which had acquired 299 other firms 

were studied. Two different types of firms were identified; 

those which had an unplanned, opportunistic approach and 

those which employed systematic planning. criteria for 

success included profits, stock performance, and such 

subjective measures as managers' own assessment of how well 

they had achieved their objectives. The authors concluded: 

Although subjective evaluation of results by 
management does not differ greatly between 
planners and non-planners, objective financial 
results show a substantial difference. • •• On 
virtually all relevant' financial cri teria, the 
planners.... significantly outperformed the non-



planners •• oAlso, they performed more predictably 
than non-planners. Thus, planners appear to have 
narrowed the uncertainty in outcomes of 
acquisition behavior. 

The relationship between formal planning systems and 

performance was further evidenced in a study by Karger and 

Malik (1975) in which 38 companies in chemicals, 

electronics, and machinery industries were examined. The 

authors defined formal planning as the er.istence of 5-year 

plans. "planners" outperformed "non-planners" in sales 

volume, sales per share, and net income. 

In a study of 14 Australian retail firms with sales 

in excess of $1 million dollars, Burt (1979) used the 

following definition for corporate planning: 

Corporate planning encourages and ensures that 

the company's management considers and implements 

timely responses to changing business envirGnment 

so that corporate actions are consistently 

directed to achieving the corporate purpose. 

Based on this definition, he developed a 

questionnaire, and a panel of five academicians assigned 

weights to each possible answer. In this way, each 

respondent firm received a raw score which was then 

converted to a percent of the maximum possible score of 110. 

This percentage score was employed as the indicator of the 

quality of the firm's planning. The criteria for 

performance were: 

14 



(1) changes in profitability, (2) return on invested 

capital, (3) changes in return on invested capital, (4) 

return on total funds employed, and (5) changes in return on 

total funds employed. 

author concluded: 

Based on regression analyses, the 

••• high quality is significantly associated with 
high level of performance as measured by 
improvements in profitability, return on invested 
capital, and total funds employed, and the 
relative magnitude of a firm's rate of return on 
invested capital and the rate of return on total 
funds employed. Moderate quality planning is 
associated with moderate performance. The 
relationship between the quality of planning and 
an organization's performance was found to be 
ambiguous for low quality planners. 

The relationship between "quality" of planning and 

organizational performance was further evidenced by Wood and 

Laforge (1979). The authors divided 41 U.S. banks into 

three categories: (1) banks that did not have strategic 

long~range corporate planning systems by September 1, 1976 

(non-planners); (2) banks that had strategic long-range 

planning systems and scored high on the planning scale in 

1972 and 1975 (comprehensive planners); and (3) banks that 

had strategic long-range corporate planning systems and 

scored low on the planning scale in 1972 and 1975 (partial 

planners). using growth in net income and return on owner's 

investment over a five year period, the authors concluded: 

Large U.S. banks that develop and utilize long-

range plans have a competitive advantage over 

15 



similar financial institutions that choose to 

guide their future endeavors with less formal 

procedures and documentations. 
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These studies examined a large number of companies 

at different time periods, and in different settings. Even 

though they used different methodologies, they all came to 

the conclusion reached by Business Week (September, 1981) in 

comparing Westinghouse and General Electric. The author 

argued 

GE has 

that meticulous planning and strategic management at 

enabled it to grow while lack of it has caused 

Westinghouse to shrink in sales and profits. 

The usefulness of formal planning systems is not, 

however i universally accepted. Some studies have produced 

either mixed or negative results. Rue (1972) studied the 

relationship between long-range planning and the economic 

performance of 386 firms in the nondurable, durable, and 

service industries. He found the relationship to be 

positive in the durable industries, negative in the service 

industries, and mixed in the nondurable industries. Sheehan 

(1977), in a study of 148 Canadian firms found that "non

planners" grew more rapidly than "low planners"; "low 

planners" grew faster than "medium planners", and "medium 

planners: had higher rate of growth than "high planners." 

Kudla (1981) compared 78 "planner" firms with 51 "non

planners." He found that "planning seemed to have a 
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negligible effect on shareholders' returns." Finally, 

Leontiades and Teze1 (1981) examined the relationship 

between planning perceptions and organizational performance 

in a sample of 61 companies among Fortune's 1000 largest 

industrialized firms. They asked the CEO's and CPO's (Chief 

Planning Officers) in these organizations to rate the 

importance of their planning department. using financial 

measures of performance, the authors found no relationship 

between positive attitude toward planning and organizational 

success. Those companies where both the CEO and CPO rated 

the planning department as very important did not outperform 

others. 

Benefits of Formal Planning Systems: 

As the previous discussion has indicated, even 

though several authors have shown a positive relationship 

between formal planning and organizational performance, 

there is still some evidence to the contrary. One major 

reason for these mixed results is that organizational 

success is dependent on a large number of variables, both 

internal and external, and the research conducted so far has 

isolated only one va~iab1e, formal planning. An alternative 

approach is to study the positive effects of planning 

without regard to organizations' success or failure. 
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In a survey of American and Japanese corporations, 

Yoko (1976) found the following to be the most important 

reasons for long range planning: 

1. To make decisions based on long-range forecasting. 

2. To make better allocation of resources. 

3. To clarify goals and policies of the company. 

4. To examine basic problems of the company. 

5. To take action at an early stage considering lead time. 

Higgins and Finn (1977) undertook a study to identify the 

advantages of formal planning systems. According to the 

CEO's of 56 British firms, the following are the most 

important contributions of formal planning: 

1. It enables preparations to be made to exploit expected 

future opportunities. 

2. It enables preparations to be made to combat expected 

future problems. 

3. It stimulates managers to consider the future 

implications of their decisions. 

4. It improves coordination of the organization's 

activities. 

5. It is a valuable educational experience for managers. 

6. It gives greater confidence in the company's future. 

- ------ ----------------------
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other advantages were provided by Gunnes (1971): 

1. It provides senior management with one of its only 

significant freedoms to really manage, in the sense of 

guiding the course of the enterprise. 

2. It secures the involvement of a large number of people. 

3. It forces management to make deliberate choices from 

among an extremely wide number of alternatives. 

Camillus (1975) added the following: 

1. It ensures that all factors known to be relevant will 

be considered. 

2. It ensures that executives involved operate on the 

basis of common, explicitly identified assumptions. 

Disadvantages of Formal Planning Systems: 

The above benefits and advantages are the reason for 

the outburst of interest in formal planning systems. The 

unfortunate fact, however, is that many organizations are 

not satisfied with their systems. Stonich (1975) typified a 

general complaint: The fact is that many companies' formal 

planning systems are a large waste of time." Wrapp (1979) 

agreed: "The formalization of long-range planning is 

probably the most significant general management technique 

to emerge in the last 25 years, but its true impact has been 

minimal." Higgins and Finn (1977) surveyed the CEO's of 56 

British firms and found the following to be the major 

disadvantages of formal long-range planning: 
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1. It requires a large amount of executive time. 

2. It requires high caliber staff who could be employed 

elsewhere. 

3. It is impractical in uncertain economic climate of 

today. 
-

4. It creates a false sense of confidence in the company's 

future. 

5. It leads to excessively tight control. 

6. It leads to a reduction in the entrepreneurial spirit 

of management. 

7. It reduces the responsiveness of the organization to 

change. 

Causes of Failure in Formal Planning Systems: 

One of the first studies on the causes of failure in 

formal planning systems was conducted by Ringback (1977) who 

surveyed 350 companies in the U.S. and abroad. Sixty-five 

companies participated in personal interviews, and the rest 

responded to a questionnaire listing thirty-two planning 

problems. The ten most common causes of failure were 

identified as: 

1. Corporate planning has not been integrated with the 

rest of the company's management system. 

--- .-.. _ .....• _---- ------
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2. There may be a lack of understanding of certain 

dimensions of planning, such as lack of consideration 

of alternative strategies or exclusion of alternative 

courses of action. 

3. Management at various levels in the organization may· 

not be participating properly in planning. 

4. A staff planning department, not the line, has gotten 

the brunt of the planning responsibility. 

S. There may be a misconception among many managers in 

that they actually expect the plans to be realized, 

despite the fact that new events almost inevitably will 

change the assumptions of the plan. 

6. Often, too much may be attempted at once when starting 

formal planning. 

7. There may be a lack of willingness among management to 

follow the plan in their operating decisions. 

8. Extrapolations and projections may be confused with 

planning. 

9. There may be elements of inadequate or unbalanced 

inputs in planning, such as too little environmental 

input, or too little participation in projections by 

top management, engineering, or marketing personnel. 

10. Small planning details may distract and hamper the 

development of an overall view of planning. 

---. -.. ~ -.-
---~~---~-------.-------
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Another major study was conducted by Steiner and 

Schollhammer (1975) in which pitfalls of planning in 460 

large multinational organizations in the u.s. and abroad 

were found t~ be: 

1. Top management's assumption that it can delegate the 

planning function to a planner. 

2. TOp management becoming so engrossed in current 

problems that it spends insufficient time on long-range 

planning, with the result that the process becomes 

discredited among other managers and staff. 

3. The failure to develop company goals .suitable as a 

basis for formulation of long-range plans. 

4. The failure to create a climate in the compan~ which is 

congenial and not resistant to planning. 

5. TOP management's failure to review with departmental 

and divisional heads the long-range plans which they 

have developed. 

6. The failure of major line personnel to assume the 

necessary involvement in the planning process. 

7. Assuming that corporate comprehensive planning is 

something separate from the entire general management 

process. 
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8. Failing to make sure that top management and major line 

officers really understand the nature of long-range 

planning and what it will accomplish for them and the 

company. 

9. Failing to locate the corporate planner at a high 

enough level in the managerial hierarchy. 

10. The failure to use plans as standard for measuring 

managerial performance. 

All of the above pitfalls were observed regardless 

of size or origin of the companies. fn a recent study, 

Higgins (1981) used the above list of p~oblems in a survey 

of 86 companies. He asked the chief executive officers, 

chief planning officers, and general managers in these 

organizations to indicate the particular problem that was 

troublesome in their company. Findings showed that lack of 

understanding of the nature of planning, obsession with 

current problems, and inappropriate climate were reported by 

a large majority of respondents to exist in their 

organizations. B&sed on the results of this study, the 

author concluded that: 

TOP management is faced with a perplexing 

dilemma. HOw to respond to the immediacy and 

short-run nature of its relevant climate, at the 

same time creating an internal climate designed to 

foster long-range planning within the company? 
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Several other researchers have attempted to identify 

causes of failure in formal planning systems. Kelly (1977) 

listed the following: 

1. Change - Failure to grasp the dynamics of the situation 
may lead to totally ineffective long-range planning. 

2. unwillingness - Some individuals are "nonp1annab1es," 
who never believe in planning. They are reluctant to 
cooperate with the planning system. 

3. Lack of knowledge - Some executives may not know how to 
plan. 

4. Absence of ground-rules - Formal planning systems are 
doomed to fail unless top management and corporate 
planning staff provide guidance and directions to line 
officers. 

5. Lack of support - TOP management's lack of commitment 
to its formal planning system will lead to its failure. 

Gerstner Jr. (1972) considered the following to be 

the major causes of failure in formal planning systems: 

1. Confusing forecasting with planning - Long-term 
operational and financial forecasts are ineffective as 
strategic planning tools. They are predicated on the 
implicit assumption that no significant change will 
take place in the environment. 

2. Bureaucratization of the planning system - Rather than 
leading line managers to make strategic decisions, the 
planning system causes a "paper explosion," forcing 
managers to be content with filling out forms. 

3. Lack of top management leadership - The CEO and other 
members of top management fail to provide guidelines 
and directions. 

4. Ineffective reward systems - Line managers' rewards are 
mostly short-term oriented forcing them to ignore long
term decisions. 



The last two problems in the above list have been 

discussed by several other authors. Hunsicker (1980) voiced 

dissatisfaction with the extent of top management 

involvement in the planning process, arguing that the CEO 

should be an active participant. He recommended: 

1. A shift in the timing of top management involvement 

In addition to providing guidance and objectives, they 

should be active throughout the process. 

2. A shift in the focus of top management's input - They 

should take part in evaluating lower level managers' 

assumptions, generating new ideas, evaluating 

priorities and alternatives, and revising programs. 

3. Greater attention to orchestrating the planning 

process. They should stimulate fresh thinking and 

generating new and real alternatives. 

Mace and Montgomery (1962), in a study of the 

problems involved in acquisitions, concluded: 

Probably the single most important problem in 
corporate planning derives from the belief of some 
chief operating executives that corporate planning 
is not a function with which they should be 
directly concerned. They regard planning as 
something to be delegated, which subordinates can 
do without responsible participation by chief 
executives. 

25 
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The Design of strategic Planning Systems 

contingency-Based Studies: 

As with other aspects of organizational design, 

there seems to be no one best way to structure the strategic 

planning process. 

One of the earliest research efforts in this area 

was Wrapp's (1957) study of the planning practices of large, 

multi-industry u.S. companies. He found four ways that 

these companies organized for planning: 

1. The creation of a planning committee for both planning 

and operations. 

2. The creation of a planning committee comprised of top

level managers who become full-time planners with no 

operating responsibilities. 

3. The delegation of planning responsibilities to 

divisional general managers. 

4. The creation of a special planning group composed of 

staff specialists with responsibility for developing 

long-range plans. 

His major conclusions were that effective planning required 

the active support of top management and that those 

responsible for planning need to be located near the top of 

the organization. 
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Several years later, Warren (1966) significantly 

broadened the range of questions to be answered when 

deciding how to organize the strategic planning process. In 

addition to examining how the fifteen firms which he studied 

organized their planning processes, he explored the ways 

that these firms' measurement, reward, and control systems 

influenced their long-range planning processes. In general, 

he found that if these systems were inappropriately designed 

(e.g., if they focused too much on short-term results, 

especially profits), then the long-range planning process 

would be subverted. 

In his research, Myers (1966) studied the long-range 

planning practices of six electronics companies that ranged 

in size from $25 to $125 million. He examined various 

management 

the firms 

practices and the economic success 

involved and found that the 

patterns of 

personality 

characteristics and management style of the chief executive 

strongly influenced the characteristics of the firm's 

planning processes. His data also indicated a high 

associational relationship between the extent to which the 

firm used long-range planning and its economic performance, 

though Myers felt that good management practices were 

responsible for both the good planning and the good 

performance. 
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Another early study by Arthreya (1967) focused on 

the role of the long-range planner in the strategic planning 

process. He examined the skills and the attributes of the 

planner that improved or inhibited his effectiveness in the 

strategic planning process in four decentralized divisions 

of two large, multidivisional companies. Among his key 

findings was his conclusion: 

The potential for planning can be' better 

exploited if the planner is regarded primarily as 

a helper with organizational change and a sharer 

of integrative chores in meeting the environmental 

demands, and secondarily as a possessor of a kit 

wi t:h some methodological and procedural tools. 

Litschert (1968, 1971) examined the influence that 

industry technology, organizational size and structure, and 

planning experience might have on planning group structure 

in tweuty-seven firms in the electronics, chemical, oil 

refining, and heat and power utility industry. He found the 

following: 

1. Planning groups normally report directly to the chief 

executive, have relatively few personnel, exist at both 

corporate and divisional levels, and use full-time 

staff planners. 

2. Planning groups operating in environments characterized 

by rapid technological change were less structured 
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(i.e., were not differentiated into formal subunits) 

than those operating in more stable environments. 

3. The character of company departmentalization and the 

amount of planning experience influence the way a 

company will organize to do long-range planning. 

Additional descriptive and many normative 

conclusions about the design of strategic planning systems 

were provided by a series of studies associated with the 

formal planning systems research project started by Richard 

Vancil in 1966 at the Harvard Business School and 

substantially expanded in 1969 through the creation of a 

data bank containing information on the planning systems and 

performance of seventy-six publicly held companies with 

sales in excess of $100 million (Lorange & Vancil, 1976). 

One of the Harvard Data Bank studies, undertaken by 

Lorange (1972) was concerned with some of the design 

problems which arise when trying to develop strategic 

planning to deal with major investment decisions in large 

firms. Lorange attempted to evaluate the assumption that in 

order to be effective, a formal system for capacity 

expansion planning would have to be designed in such a way 

that the specific situational setting of the firm be 

reflected in the design. He proposed that ten behavioral 

situational variables be considered dependent variables and 

as elements of such a planning system, and seven situational 

-- - --- -- - ------- ----------
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factors be used as independent variables to reflect the 

setting of a firm. An index of perceived effectiveness was 

developed as a means of exploring the relationship between 

dependent and independent variables in effective systems. 

out of a total of 87 respondents, 30 turned out to be highly 

effective, 40 were moderately effective, and 17 were less 

effective. By means of multiple regression, Lorange then 

estimated the multivariate relationships between the seven 

independent variables and each of the dependent variables, 

both with the effective and less effective samples as bases. 

Only four of his predictions were highly significant. These 

were that ~n the more effective firms: (1) the degree of 

linkage of the project to plans and budget tended to be 

tighter~ (2) the incorporation of the shape of the cash-flow 

pattern tended to be more explicit; (3) the degree of the 

generality of the analytical approach tended to be less; and 

(4) the commitment to improvement of the planning method 

tended to be higher. Three additional conclusions were 

provided by Lorange~s study. First, the degree of detail in 

the system depended strongly and positively on management's 

conflict resolution behavior. Second, the technical 

complexity in the system and the commitment to system's 

improvements depended negatively on three factors:. 

management's conflict resolution behavior, management's 

research and development orientation, and management's 

-- .... - ---.-- ----- ---
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concern for operations. Finally, the financial orientation 

of the system depended positively on both management's 

conflict resolution behavior and the planner's competence. 

Another study that tested the validity of the 

contingency approach to strategic planning systems design 

was conducted by Vancil (1971). He addressed the question 

of how to develop schemes for effective business level 

planning. He started by running several simple correlations 

between a number of industry characteristics and business 

characteristics, as well as correlations within the two sets 

of characteristics. The major result was that a large 

number of paired relationships seem to exist and that any 

one industry or business characteristic might be related to 

several others.-

The relationships between capital budgeting, 

resource allocations, and strategic planning was studied by 

Anand (1977). His study revealed that senior managers 

typically consider a large number of dimensions when making 

up their decisions with regard to resource allocation 

alternatives. Based on data collected from 13 firms, he 

found that the number of dimensions considered increased 

with the degree of uncertainty of the firm's environment. 

He also found that as the amount of planning done prior to 

the investment evaluation increases, the dimension used by 

managers for this evaluation shift from a combination of 
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externally-oriented as well as internally oriented ones to 

predominantly internally oriented factors. 

The relationship between organizational environments 

and the completeness of the long-range planning process 

within a reasonably large number of u.s. firms was 

empirically studied by Lindsay and Rue (1980). Their study 

was based on propositions drawn from existing contingency 

th~ory. A two-stage survey of 199 corporations in 15 

industrial classifications was used to test their 

hypotheses. Their results indicated that the completeness 

of planning processes used in firms seems to be positively 

related to the degree of environmental change, the age of 

the firm, and the size of the firm. They also found some 

relationship between planning completeness and management's 

perception of environmental uncertainty. However, 

subsequent studies by Boulton et al. (1982) and Jarvidan 

(1984) found no clear relationship between the extent of 

formal planning and perceived environmental uncertainty. 

Finally, Armstrong (1982) used deductive reasoning 

to hypothesize that the situations favoring formal planning 

were: inefficient markets, large internal or 

change, high uncertainty, and high complexity. 

surveyed existing studies to test these hypotheses, 

found support for the link with large change. 

external 

When he 

he only 
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SUMMARY 

The review of the literature in this chapter reveals 

some gaps that this dissertation will attempt to fill. Most 

of the conceptual and empirical work to date leads one to 

conclude that the contingency approach to understanding 

strategic planning systems is still in a formative stage. 

Overall, there seem to be few potential generalizations that 

emerge from these contingency-based studies, and even these 

few are tentative in nature. Two generalizations with 

regard to design have been emphasized (Lorange, 1979). 

First, a contingency based approach toward the design of 

strategic planning systems is necessary in order to achieve 

more effective systems. Second, several situational factors 

such as size of the firm, maturity of the planning system, 

the diversity of the firm's portfolio, and the nature of the 

product market setting seemed to emerge as potentially 

important for assessing the needs of a particular corporate 

setting when it comes to the design of a strategic planning 

system. 

Furthermore, it seems that most of the contingency 

based studies had inadequate research designs which may have 

contributed to the low degree of conclusiveness that has 

emerged from these studies. 

of precision in hypotheses 

For instance, there was a lack 

formulation in many of the 

---------------- ----
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studies (some of the studies did not state hypotheses at 

all), and there was a lack of precision in data gathering, 

basically due to the small sample sizes. In addition, 

research methodological issues seem to be the reason for the 

inconclusive results concerning the relationship between an 

organization and its environment. This relationship has 

been extensively studied and empirically proven by 

organization theorists. 

This dissertation intends to be a step forward in 

filling some of the gaps discussed above by examining: 

1. Relatively large sets of situational and design 

variables in various types of settings that can be 

expected to affect strategic planning systems. 

2. The specific nature of the interrelationship among 

these variables to increase our understanding about 

them. 

3. A specific set of hypotheses and a relatively large 

sample. 

4. The line of environmental research as it relates to 

perceived uncertainty and strategic planning practices. 



CHAPTER 3 

RESEARCH METHODOLOGY 

This chapter presents the methodology used in this 

research. A conceptual framework and generation of 

hypotheses is provided in the first section. The second 

section describes the general research design of this study. 

It explains the research questions, the research instrument, 

and the nature of the sampling procedure used. 

Conceptual Framework 

contingency approaches 

organization design (Woodward, 

1967), individual behavior 

(Fiedler, 1967), business 

have 

1965; 

been proposed for 

planning (McCaskey, 1974). 

Lawrence 

(Skinner, 1969), 

strategy (Hofer, 

The dominant 

& 'Lorsch, 

leadership 

1975), and 

approach to 

explaining organizational structures in the literature has 

been contingency theory. This theory emphasizes efficiency 

and argues that the design of the organization depends on 

various contextual factors. The theory states that there is 

no best way of organizing but that all ways of organizing 

are not equally effective. That is, the choice of 

organization form makes a difference in terms of firm 

performance. The choice depends, however, on the situation. 

Therefore, contingency theorists have concentrated on 

35 
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situational attributes that make a difference (Galbraith, 

1979) • In the research literature, the three elements of 

context most frequently investigated have been the 

organization's environment, size, and technology. 

Organization theorists have studied extensively the 

impact of the environment on organizational processes. They 

have emphasized the need for organizations to adapt flexibly 

to or to buffer increasingly turbulent 

conditions. 

environmfEintal 

organizational 

Child (1972) argues that 

conditions require 

accommodations for 

dif~erent 

a high 

environmental 

different 

types 

level 

of 

of 

performance to be achieved. Lawrence and Lorsch (1967) 

argued that different organizational units faced different 

subenvironments and that, for instance, the environment of a 

production department was very differen'i: from that faced by 

marketing of research department •. Thus, each subunit would 

develop a structure matching its own subenvironment, 

thereby, leading to a higher degree of differentiation 

within the organization. They argued that this higher 

degree of differentiation, in orientation, structures, and 

time -horizons, would impose a more difficult task of 

integrating or coordinating the entire organization. 

Understanding the impact of environment and its 

uncertainties on strategic planning systems is in its 

formative stages. McCaskey (1974) raised some conceptual 

-_.- ....... _._---_ ....... _---_._-_ .. -----_ ... _ .. _--... _- -------------
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planning and its environment but he 

empirically the planning theory that 
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between strategic 

failed to test 

he proposed. He 

identified two types of planning: planning with specific 

goals and directional planning. In the first mode of 

planning, plans should be formally prepared and should be to 

the fullest possible extent objective, factual, logical, and 

realistic. Hence, this type of planning imposes some limits 

on flexibility and narrows focus to accomplish goals. In 

the second mode of planning, instead of specifying concrete, 

measurable goals, planning here is directional, and the 

direction is determined intrinsically without reference to 

specific goals. According to this type of planning, after 

the direction has been identified, goals might be named as a 

secondary process. He argued that directional planning is 

appropriate when the environment is unstable and uncertain. 

McCaskey pointed, "that is because well-defined and 

precisely charted routes to a goal are undone when the 

character of the ground changes." His argument is sound 

since there is little sense in planning to reach a highly 

specific goal when the context is being significantly 

altered under the direct impact of technological, social, 

economic, legal, and other changes. 

It is hypothesized here, that uncertainty of the 

environment importantly influences strategic planning 
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systems. Companies faced with a comparatively stable 

environment will tend to do formal planning and employ a 

less flexible planning system. On the other hand, companies 

faced with a turbulent environment will tend to have 

strategic planning systems designed to be flexible and more 

informal. In a stable environment, it may not be necessary 

to develop a complete environmental monitoring and 

forecasting capability. Also, it may not be necessary to 

develop plans for most or all segments of the business. 

Lorange and vancil (1976) have argued that a strategic 

planning system has two major functions: to develop an 

integrated, coordinated, and consistent long-term. plan of 

action, and to facilitate adaptation of the long-term 

efforts of the corporation to changes in the environment. 

For purposes of this research, strategic planning systems 

under environmental uncertainty would be considered flexible 

if the following design parameters exist: 

1. Goals and objectives are set to be non-specific (e.g., 

they provide directions rather than charted routes). 

2. The linkage between budgets and plans is general (e.g., 

linkage is loose). 

3. The time horizon of the long-range plan is shorter. 

Lorange (1976) states that plans and budgets can be linked 

in three distinct ways: 
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1. Content linkage: relates to the correspondence between 

the data presented in the plan document and that 

presented in the budget. 

2. organizational 

between the 

budgeting. 

linkage: focuses on the 

units responsible for 

relationship 

planning and 

30 Timing linkage: concerns the sequencing of the annual 

planning and budgeting cycle. 

The firm's environment is expected to influence the content 

linkage between plans and budgets. The tightest linkage 

would be expected in stable environments and the loosest 

linkage would be in turbulent environments. 

Though there is not a universal agreement as to how 

far into the future the planning process must look, the 

answer in the literature is ordinarily five to ten years. 

In general, complex factors determine the overall corporate 

planning period; some of the important determinants are the 

type of industry, the market demand, the availability of 

resources, and the specific objectives of the firm. 

However, one may argue that the length of time of the 

planning horizon is affected by two variables. First, how 

fast are events occurring that can alter the balance of the 

firm's activities, and in particular, how rapidly is the 

environment changing? Second, what lead time is required to 

react to changes? The longer the reaction time, the longer 

--~--'---'----- ------- . --- -- ------- --_ .. ____ •••• __ 0-__ -



the planning horizon must be. yet it is 

consider reaction time as a function of 

reasonable 

the degree 
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to 

of 

certainty of the firm's environment. When events are 

changing rapidly in the environment, one would expect 

planning horizons to be shorter than in stable environments, 

simply because the high environmental changes will restr.ict 

the possibility of forecasting long-range development. On 

the other hand, it must be kept in mind that increasing 

environmental uncertainty seems to increase the need for 

long-range planning. A company will be more compelled to 

form new objectives, strategies, and policies oriented 

toward the future the less it is able to react ad hoc to 

unexpected environmental changes and the more costly later 

adaptation to environmental change is (Thompson, 1967). 

Hence, a company is increasingly led to absorp the 

uncertainty resulting from the environment by anticipating 

the long-range future development and adapting to the 

predicted situation by new strategies. 

Although "environmental uncertainty" is very broad, 

encompassing social, technological, economic, and legal 

forces, the key aspect in that uncertainty or turbulence is 

the intensity of competition in an industry (Porter, 1980). 

It is proposed here that strategic planning is usually 

needed to cope with an increase in the competitive threat. 

An ever increasing competition requires continuous revision 

- .. - .... - _ .. _. ------ •... _-_._ •... __ ... -. -- ---._- .--... -.... -_ .. _--- -._-----------_ ..... _ .. -. -
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of current plans, programs, policies, and pr.ocedures in 

order to keep pace with the dynamic move of technological 

change, coupled with the rise of capital outlays. In order 

to remain competitive the firm is expected to increase its 

planning efforts and commitments in frontier innovations. 

As Scott (1962) states: 

Planning is a process of groping forward. The 
future is enveloped in fog which grows denser the 
further we try to peer. prediction of future 
events and circumstances means grappling with the 
uncertainties looming in the fog, and trying to 
make incomplete and indirect information as 
intelligible as possible. 

In general, markets become more competitive during market 

maturity (e.g., saturation of markets and excess capacity). 

Companies typically intensify their strategic planning 

activities when their markets stop growing because its 

exercise requires a more rational and realistic outlook of 

the future and a more efficient use of the limited 

resources. The assumption here, is that maturity of the 

market and its competitive nature will tend to drive 

companies to plan ahead and to take planning more seriously. 

strategic planning would help them recognize that there are 

limits to their markets and it would help them to look for 

ways to achieve growth through strategic change (e.g., such 

as product development, n~w product usage, etc.). Thus, one 

would expect a more extensive planning process under these 

circumstances. In the next section, it will be argued that 
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there are other factors which influence the extensiveness of 

the planning process such as organization size and 

organization structure. 

Organization size is another variable that is 

predicted to influence the extent and the design of 

strategic planning systems. pfeffer (1980) states that 

there are two causal arguments associated with the effects 

of size. One suggests that increasing size provides the 

opportunity to benefit from increased division of labor 

which in turn will be associated with the development of 

more subunits and also will require greater coordination by 

the managers beca~se of the interdependence created by that 

task specialization. The second argument suggests that the 

size of the administrative component increases as the 

of the organization increases due to the difficulty 

implementating personal and centralized control. 

general, the literature on size supports the view that 

larger the organization, the greater the need 

coordination and integration. When a company is small 

total corporate coordination is relatively simple 

size 

of 

In 

the 

for 

the 

and 

effective~ as the firm grows, it is more and more time

consuming for top management to perform this function 

unaided~ a gradual evaluation to more formalized handling of 

this responsibility is to be expected. strategic planning 

systems are designed to provide a better coordination and 
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integration within the firm. There are many purposes that a 

strategic planning system may address. If these purposes 

were taken at face value they should provide a better 

coordination and integration. steiner (1979) suggested the 

following (as purposes of a strategic planning system): 

1. Flush up strategic issues for top management 
consideration. 

2. Concentrate resources on important things. 
3. Develop better information for top managers to make 

better decisions~ 
-4. Develop better information/coordination of activities. 
5. Develop better communications. 
6. Gain control of operations. 
7. Weed out poor performances among divisions. 
8. Develop a sense of security among managers coming from 

a better understanding of changing environment and 
company's ability to adapt to it. 

9. Setting more realistic, demanding yet attainable 
objectives. 

10. provide a road map to show where the company is -going 
and how to get there. 

Thus, since larger organizations have greater need for 

coordination, one should expect firm size to influence the 

design and the extent of strategic planning systems. 

Furthermore, Blau (1970) argues that the expanding size of 

organizations gives rise to increasing subdivision of 

responsibilities, facilitates supervision, and widens the 

span of control of supervisors, while simultaneously 

creating structural differentiation. Hence, it can be 

predicted that the greater the size of the firm, the higher 

the probability of having a corporate planning department 

and a corporate planning committee. 
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Another factor which might be expected to influence 

the extent and the design of strategic planning systems is 

organizational structure. organizational structure refers 

to the design of the organization and it includes the lines 

of communications and authority between adminisrative 

offices as well as the information that flows between them 

(Chandler, 1962). Though there are many ways to classify 

organizational structure, only two forms will be utilized in 

this study, functional and divisional structure. Functional 

structure implies departmentalization along discrete tasks 

(e.g., oil companies are often organized into drilling, 

shipping, and refining departments). The divisional 

structure is a decentralized management form where firms are 

organized into product divisions and each division contains 

a unitary structure (Fligstein, 1985). Divisional structure 

could also be classified in terms of whether the divisions 

are functional, geographic, product related, or product 

unrelated. According to Chandler (1962), the divisional 

structure is a product of the diversification strategies 

which u.s. firms followed at the turn of this century. 

Chandler argues that once diversification strategies are 

chosen, then the organizational issue becomes coordination 

of multiple product lines. Firms of divisional form, in 

particular product related divisions, need to achieve 

synergy via strategic coordination which depends on the 

. -...... ---------.---.-.-.---•.. - ... - .. _ .. _._---._._---_._--.. -_._---_ .. _-------
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possibility of sharing programs and costs among products 

within the division and among divisions. Strategic planning 

has been described as a tool ~f planned change, and its 

integrative function is realized in that the objectives, 

strategies, and policies described in the long-range plans, 

form a common basis of action of company members. Thus, it 

can be argued that firms of divisional form (controlling for 

firm size) are in a greater need for coordination and 

integration than those of functional form. In addition, the 

trend to more decentralization of company operations 

fostered the development of a formal structure for strategic 

planning. A formal structure was required to coordinate and 

relate the decentralization of corporate product efforts 

among many relatively autonomous and functionally integrated 

divisions. 

structure 

structural 

extent of 

Thus, the characteristics of an organizational 

exert an influence on the extent and on the 

characteristics of strategic planning. A large 

planning would be expected in firms with 

divisional structure. Furthermore, this organizational form 

is expected to exhibit a large corporate planning staff, 

existence of corporate planning department, and existence of 

a corporate planning committee. 

Technology is another factor which is expected to 

influence the extent of the strategic planning process e 

- .. - _ ... - -- _ .... -- _._--_.-._-- .. - .. 
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There have been many conceptualizations of technology; Scott 

(1981) noted: 

Technology is the term that has evolved to refer 
to the work performed by the organization. This 
concept is broadly defined by organization 
theorists to include not only the hardware used in 
performing work but also the skills and knowledge 
of workers and even the characteristics of the 
objects on which work is performed ••••• approaches 
to technology vary by whether analysts emphasize: 
(1) the nature of the materials on which work is 
performed; (2) the characteristics of the 
operations or techniques used to perform the work; 
or (3) the state of knowledge that underlies the 
transformation process. 

For purposes of this study, technology is defined in terms 

of production processes which involve high capital 

intensity~ The underlying assumption here is that 

increasing capital intensity, stimulated by technological 

influences in manufacturing methods and processes, requires 

intensive planning by management before committing the large 

capital outlay. In addition, the long-term commitment of 

these resources forces management to do more planning. One 

may argue that high capital intensity creates a predicament 

in which unpredictable changes in the environment constitute 

considerable risks and adverse risks effects in that an ad 

hoc change can not be realized but at a high cost. 

According to Thompson (1967) the technical core system is to 

be protected from uncertainties by anticipating future 

developments and adjusting production facilities to them. 
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Thus, firms with high capital intensity are expected to have 

intensive strategic planning. 

Finally, the above contextual variables are also 

expected to influence the role of the corporate planning 

staff in the planning process, and also the role of the 

chief executive officer in the planning process. The 

argument provided above implies that a higher involvement of 

the corporate planning staff in the planning process should 

be expected the more unstable the environment, the larger 

the size of the company, when the company's primary business 

is in a mature market and when the company is divisionally 

organized. Similarly, a higher involvement of the CEO in 

the planning process should be expected the smaller the size 

of the company, the more unstable the environment, the 

higher the capital intensity, when the company's primary 

business is not in a mature market, and when the company is 

divisionally organized. 

The theoretical analysis in this section provides 

the following hypotheses: 

HI Companies in highly uncertain environments will tend to 

have strategic planning systems designed to be more 

flexible and less formal, than those in stable 

environments. 

strategic planning systems are considered flexible 

systems if: 



1. Goals and objectives are set to be non

specific (they provide directions rather than 

specific routes). 

2. The linkage between budgets and plans is 

loose (this refers to content linkage). 

3. Time horizon of the long-range plan is short 

(less than 5 yeazs). 
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H2 The extent of strategic planning in companies operating 

under environmental uncertainty is higher (intensivE~ 

vs. limited) than those operating in stablE~ 

environments. 

H3 The larger the size of the firm, the higher the extent 

H4 

of strategic planning (controlling for type 

industry). 

The larger the size of the firm, the higher 

probability of having (controlling for type 

industry) : 

A. Larger corporate planning staff. 

B. Existence of corporate planning department. 

c. Existence of corporate planning committee. 

D. Use of planning project groups. 

of 

the 

of 

H5 The extent of strategic planning is higher in companies 

whose primary business is in a mature market 

(controlling for type of industry, firm size). 
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H6 The extent of strategic planning is higher in companies 

with divisional structure than those with functional 

structure (controlling for firm size and type of 

industry). 

H6.l The extent of strategic planning is higher in firms 

with product-related divisional structure than that in 

other types of divisional structure (e.g. geographic, 

product-unrelated, and functional). 

H7 Companies with divisional structure will tend to have a 

corporate planning department, a corporate planning 

committee, planning project teams and a larger 

corporate planning staff than those companies with 

functional structure. 

H8 The extent of strategic planning will tend to be higher 

in companies with high capital intensity than those 

companies with low capital intensity (controlling for 

type of industry). 

H9 The role of the corporate planning staff in the 

planning process is expected to be higher the more 

unstable the environment, the larger the size of the 

company, when the company's primary business is in a 

mature market, and when the company is divisionally 

organized. 

--_ .. _---------------- ------------------ --- ---- ----.--------_.- - ------- --------._----
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HIO The role of the CEO is expected to be higher the 

smaller the size of the company, the more unstable the 

environment, the higher the capital intensity, when 'the 

company's primary business is not in a mature market, 

and when the company is divisionally organized. 

A Path Analysis of the Extent of strategic Planning, Its 
structural Characteristics, Firm Size, Firm Structure, 
Environment, Technology, and Market Maturity: 

In an effort to further understand the relationships 

among the extent of strategic planning and its structural 

characteristics, their relationship to elements of firm 

size, firm structure, environment, and technology, a path 

analysis will be performed (see Figure 1). 

-_ .• --._._ .. -_ .. --..... -_ ... _._._-_. ------
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Systems 

Fig. 1. A path analysis of the extent of strategic 
planni~g and its structural characteristics. 
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RESEARCH DESIGN 

Research Questions: 

This study is an attempt to answer the following 

questions: 

1. What is the impact of the environment on the 

design of strategic planning systems? 

2. What variables determine the extent of 

strategic planning? 

3. What variables determine the structure of 

strategic planning systems? 

4. What variables determine the role of the 

corporate planning staff in the planning 

process. 

5. What variables determine the role of CEOs in 

the planning process. 

Sampling procedure and Research Instrument: 

The initial sample of this study consisted of 400 

large companies in the united States. The sample was 

selected from the membership directory of the North American 

society for Corporate Planning. The criteria in this 

selection were: 

1. Company sales exceeds $100 million (as of 

1985 sales). 

52 



2. Variety in size and industry. This was 

particularly important since this variety 

would lead to more robust generalizations. 

Type of industry was chosen according to 

certain standard industrial classification 

codes. Table 1 shows some general 

information about the sample companies. 
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A mail questionnaire was designed to provide enough 

data to test the proposed hypotheses. The questionnaire was 

pre-tested with four corporate planning directors and two 

chief executive officers. The questionnaire was mailed to 

chief executives or senior corporate planning officers of 

the participating companies. This survey produced 174 

usable responses (43.5 percent). 

questionnaire used in this study. 

Exhibit 1 shows the 

Method and Measurement: 

Firm size is measured in terms of company sales. 

Capital intensity is measured in terms of the ratio of 

capital equipment to total assets. Firm structure is 

measured in terms of whether the firm has a divisional or 

functional structure. Firm structure is coded "0" if it is 

functional and "1" if it is divisional. Divisional 

structure is further measured in order to ascertain whether 

the divisions are functional~ geographic, product related, 

or product unrelated (Chandler, 1962; Rumelt, 1974; 
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Table 1 

Characteristics of Sample Participants 

INDUSTRY SIC CODE NO. OF 1985 AVERAGE 
PARTICIPANTS REVENUE 

($ MIL) 

Full Sample 174 3877 

High Technology* 3540-3690 115 5119 

Utilities 4910-4920 39 1524 

Insurance 6300 20 1884 

*Metalworking machinery, special & general industry, machines, office 
& company machines, electric power & industrial equipment, communica
tions equipment, and electric & electronics components. 
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Fligstein, 1985). Data of firm structure were obtained from 

Moody's Manuals. When the corporation is organized 

divisionally, Moody's describes these divisions by listing 

the heads of the divisions. From these titles, one can 

determine whether the divisions are functional, geographic, 

or product based. In addition, by examining the type of 

businesses of different divisions, one can determine whether 

they are product related or product unrelated divisions. 

Environmental uncertainty is measured in terms of the 

perceived degree or predictability of the various components 

comprising the environment. The environment is defined here 

as the totality of the variables external to the boundaries 

of the organization. It is conceptualized as a 

heterogenous, multi-dimensional construct. This definition 

is in line with the views expressed by Child (1974) and 

Miles and Snow (1978) who believe that organizational 

decision-makers are an important link between the 

organization and its environment. They make their decisions 

based on their perceptions of the happenings in their 

environment and their potential impact on their 

organizations. The questionnaire (Exhibit 1) was designed 

to measure the perceived uncertainty of government policies, 

relationships with suppliers and distributors, 

predictability of changes in demand, technological 

innovations, frequency of new product inroductions, and 

••• -.-.. • __ 0 •• _-________ • __ __ _ _______ 0' ____ • ___ • _ ._ 
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competitiveness. The extent of strategic planning is 

measured in terms of a composite of two factors. The first 

factor measures the completeness of the strategic planning 

process and the second measures the number of decision areas 

which are generally considered in strategic planning. The 

completeness of the planning process was measured in the 

questionnaire employing the Lindsay and Rue (1980) method. 

There is consonance in the literature (Lorange, 1979; 

steiner, 1969; Ackoff, 1970), that a complete long-range 
, 

plan should: 
i 

1. Be applicable to most, if not all, segments 

of the businesso 

2. contain objectives or goals. 

3. contain the methods, procedures, and means 

for realizing and implementing the goals and 

objectives. 

4. contain some procedures for auditing and 

controlling the plan. 

The completeness of the planning process was categorized 

into three levels as follows: 

Level "1": No formal long-range planning process. 

Question #1 in the questionnaire. 

- - - - - --- ------------------ - --- ----- -------- -----------------------------------
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Level "3": 

57 

Written, documented plan which includes the 

specification of objectives and goals, the 

selection of goals and objectives, selection 

of long-range strategies (plans and budgets), 

and a determination of the future resources 

required 

Questions 

(pro forma financial 

#18, 14, and 

questionnaire. 

statements) • 

16 in the 

Plan contaii.l all of items in Level "2" plus 

procedures for anticipating or detecting 

errors in, or failures of, the plan and for 

preventing or correcting them on a continuing 

basis, plus some attempt to account for 

factors outside the immediate environment of 

the firm (e.g., political, economic, social, 

etc.). Questions #17 and 19 in the 

questionnaire. 

The decision areas considered in this study are the 

following: 

(1) Capacity expansion 

(2) Investment planning 

(3) Capital spending 

(4) Sales forecasting 

(5) Diversification(s) 

(6) Cash requirements 



(7) Management personnel needs 

(8) Research and development 

(9) production planning 

(10) Corporate acquisition 

(11) New product development 

(12) Advertising and other marketing activities 
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The number of decision areas of strategic planning are also 

categorized into three levels as follows: 

Level "1": Strategic planning covers four or less 

Level "2": 

Level "3": 

decision areas. 

Strategic planning covers more than four but 

less than nine decision areas. 

Strategic planning covers more than eight 

decision areas. (Question #8 in the 

questionnaire) 

The extent of strategic planning as a composite of both 

factors is defined into three levels as follows: 

"Low" if the composite score less than four. 

"Medium" if the composite score four or five. 

"High" if the composite score is six. 

Correlation, ordinary least squares, and logit 

regression will be used to test the proposed hypotheses. In 

addition, LISREL will be utilized to test the proposed path 

model. 



CHAPTER 4 

RESEARCH FINDINGS 

This chapter is divided into two sections. The 

first presents a descriptive analysis of the design and 

practice of strategic planning systems in three different 

industries: utilities, insurance, and high technology 

firms. A major thrust of this part is to provide a survey 

of planning systems in high technology firms which has not 

been done before in the literature. This survey seeks to 

update and to provide new understanding on the following 

issues: the planning horizon of long-range plans, the age 

of planning systems, the ,organizational structure of the 

planning function, the planning process in terms of content 

and different components, the role of the planning staff and 

of the CEO in the planning process, and the extent of 

strategic planning in these firmso 

Explanatory analysis of this study's hypotheses are 

presented in the second part of this chapter. 

59 
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PART I 

DESCRIPTIVE ANAL~SIS 

The Planning Horizon of Long-Range Plans: 

In general, complex factors determine the overall 

corporate planning period. Some of these important 

determinants (as I discussed in Chapter 3) are: the 

industry peculiarities, the market demand, the availability 

of resources, the lead time required to act to changes in 

the environments, and the specific objectives of the firm. 

The length of the future period for which long-range plans 

should be made could be considered a technical factor. 

pragmatically speaking, the planning period should be based 

on economic projections which follow normal trends and 

takes into account cyclical fluctuations of the economy. 

One may argue that a company should plan as far ahead as is 

useful but only so far as it is possible to do so with 

reasonable accuracy. 

Most literature (Conference Board Report, 1981) 

cites three to five years as the most common long-range 

planning term. This is evidenced in the results of this 

study as shown in tables 2 through 5. In analyzing these 

tables, several general findings may be derived. First, 

these findings show that the length of time for which plans 
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Table 2 

Planning Horizon of Long-Range Plans 

(Full Sample) 

Years., Frequency Percentage 
Reported 

2 1 .6 
3 33 20.0 
4 7 4.2 
5 76 46.1 
7 7 4.2 
8 1 .6 

10 28 17.0 
15 2 1.2 
20 9 5.5 
30 1 .6 

TOTAL 165 100.0 

MEAN 6.58 
MODE 5.00 
MEDIAN 5.00 
STANDARD DEVIATION 4.50 

---------------.--_ .. _- . -



TOTAL 

MEAN 
MODE 
MEDIAN 

Table 3 

Planning Horizon of Long-Range Plans 
in High Technology Firms 

Years Frequency Percentage 
Reported 

2 1 .9 
3 26 24.5 
4 5 4.7 
5 58 54.7 
7 4 3.8 
8 1 .9 

10 9 8.5 
15 1 .9 
20 1 .9 

106 100.0 

5.19 
5.00 
5.00 

STANDARD DEVIATION 2.56 
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TOTAL 

MEAN 
MODE 
MEDIAN 

Table 4 

Planning Horizon of Long-Range Plans 
in Utilities Firms 

Years Frequency Percentage 
Reported 

5 8 20.5 
7 3 7.7 

10 18 46.2 
15 1 2.6 
20 8 20.5 
30 1 2.6 

39 100.0 

11.43 
10.00 
10.00 

STANDARD DEVIATION 6.00 
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'1Table .5 

Planning Horizon of Long-Range Plans 
in -'Insurance l!'irms 

Years Frequency 
Reported 

3 7 
4 2 
5 10 

10 2 

TOTAL 20 

MEAN 4.45 
MODE 5.00 
MEDIAN 5.00 
STANDARD DEVIATION 1.61 

Percentage 

35.0 
10.0 
50.0 
5.0 

100.0 

64 
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are made varies widely from company to company and from 

industry to industry. In some instances long-range plans 

are confined to two years ahead while in others they are 

measured in terms of decades. Second, the findings 

substantiate the assumption that there is no uniform or 

arbitrary length of time for which a given company should 

plan. Third, the tables also point out that there are 

substantial differences in the length of the planning period 

from one industry to anothe~~ In particular, there are 

differences in the planning period between high technology 

firms and utilities firms. Some of the determinants of 

these differences (e.g. the impact of turbulent 

environments) will be discussed in detail in the second part 

of this chapter. Finally, the tables indicate that although 

a large majority of companies have a planning period of 5 

years (54.7% of high technology companies and 20.5% of 

utilities companies), there is some indecision as to how far 

ahead planning should be. Drucker (1982), in writing of the 

time periods of planning, says n ••• the essence of planning 

is to make present decisions with knowledge of their 

futurity. It is the futurity that determines the time span, 

and not vice versa n • According to Drucker it is the type of 

business and the nature of the decision which determine the 

time spans of planning. The time decision is the first and 

a highly important risk-taking decision in the planning 



66 

process, with the time decision a result of the character 

and nature of the business. 

In conclusion, there should be some logic in 

selecting the right time range for a company's planning. In 

this regard, a company should not plan for a period longer 

than is economically justifiable. Koontz and O'Donnell 

(1972) have developed the "commitment principle" or the 

concept that planning should encompass the period of time 

necessary to fulfill the commitments involved. This implies 

that there is no uniform or arbitrary length of time for 

which a given company should plan but rather the period is 

based on various plans depending on the commitment involved. 

Age of the Planning System: 

There is no doubt that during the past fifteen years 

the growth of planning has been phenomenal as is evidenced 

by the findings of this study. In 1956 the National 

Industrial Conference Board reported that only 8 percent of 

the companies surveyed had formal long-range planning. 

Another study (Mason, 1962) reported that less than 20 

percent of all u.s. manufacturing companies with annual 

sales over $10 million had organized planning on a 

corporate-wide basis. A study made in 1963 (Stanford 

Research Institute) reported that among the 500 largest 

industrial companies in the U.S., 

formalized corporate planning 

60 percent had organized, 

programs and another 24 
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percent intended to develop them. Knowlson (1974) conducted 

a comprehensive survey for the Society of Long Range 

Planning among its members. His survey showed that: 

Only 15% of the sample of 385 organizations were 

undertaking corporate planning in 1967. 

The median year for all organizations for the 

introduction of planning was 1970. 

Introduction occurred earlier in some industries than 

in others. 

Table 6 is reproduced from Knowlson's survey and it shows 

the differences of timing in the introduction of planning by 

type of industry. 

The timing of the introduction of planning systems 

in the sample companies of this research are presented in 

tables 7 through 9. The median year for the introduction of 

planning systems in this sample is 1975, for the whole 

sample, 1977 for utilities and insurance companies, and 1976 

for high technology companies. The median year of 

introduction is higher in this sample than that of Knowlson 

(1974) because new companies had commenced planning. These 

findings point out that more than 75% of high technology and 

insurance companies have commenced planning in the seventies 

and early eighties, whereas a lower percentage (63%) of 

utilities companies have started in the same period. 



Table 6 

Introduction of Planning 
by Industry Secto~ 

Industries 

Food, Drink, Tobacco 
Chemicals, Pharmaceuticals 
Oil and Energy 
Metals and Metal Manufacturers 
Mechanical Engineering 
Electrical Engineering, Electronics 
Motor vehicles, Aircraft, Ships 
Textiles,· Fibers, Footwear 
Other Manufacturers 
Construction 
Transportation 
Retailing 
Banking, Insurance, Finance 

Replies 

30 
35 
10 
17 
22 
17 
13 

8 
51 
20 
16 
13 
39 

68 

Median Year of 
Introductory 

Planning 

1970 
1969 
1969 
1968 
1969 
1968 
1969 
1971 
1969 
1969 
1969 
1970 
1971 

Table Reproduced from: P. Knowlson (1974), Organization & Membership 
Survey, March 1974, Society for Long Range Planning. 



Table 7 

Age of the Planning System 
in High Techno.logy. Fi1:lms 

Year of Starting 
Preparing Long-Range Number Subtotal 

Plans 

Before 1958 7 
1958 1 
1960 5 
1962 1 
1964 1 15 
1965 2 
1966 1 
1968 5 
1969 4 
1970 5 17 
1971 4 
1972 8 

Median Year 1973 6 
1974 3 

1976 1975 11 32 
1976 8 
1977 4 
1978 12 
1979 4 
1980 5 33 
1981 4 
1982 2 
1983 1 
1984 1 
1985 1 9 

TOTAL 106 106 

,-.-------- --------------------- - -----------_.------- - --- ,,- -----_._._-_.--- -- --- -_.---------------

69 

Percentage 

14.20 

16.03 

30.20 

31.10 

8.50 

100.00 



Year of Starting 
Preparing Written 
Long-Range Plans 

Before 1955 
1960 
1963 
1965 
1967 
1968 
1972 
1973 
1974 

Median Year 1976 

1977 1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 

TOTAL 

Table 8 

Age of the Planning System 
in Utilities Firms 

Number Subtotal 

4 
2 
2 
4 
1 13 
1 
2 
1 
1 
1 6 
2 
3 
1 

- 5 
2 13 
3 
3 
1 7 

39 

Percentage 

33.30 

15.50 

33.30 

17.90 

100.00 

-------------- - ""- - ---

70 
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Table 9 

Age of the Planning System 
in Insurance Firms 

Year of Starting 
Preparing Long-Range Number Subtotal 

Plans 

1968 1 
1970 1 
1972 3 
1974 1 
1975 2 6 

Median Year 1976 1 

1977 1977 2 
1978 2 7 
1979 2 
1980 1 
1981 2 
1983 1 
1984 1 7 

TOTAL 20 

'.- - ---'. ---.. - ----- .. - -- -. --- ._--_. ---_ .. -- -.. -----------. 

71 

Percentage 

30.00 

35.00 

35.00 

100.00 
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A number of forces have converged to compel more and 

more companies to introduce strategic planning systems in 

the last fifteen years. steiner (1979) suggested three 

factors behind this phenomenon: First is the increasingly 

complex environment in which business operates. population 

changes, rapidly altering consumer tastes, increasingly 

complex government regulations, labor union activities and a 

greater community attention to social responsibilities of 

business are a few conditions which complicate the 

managerial job. A second factor is the growing level of 

competition. High levels of business failures, the speed up 

of product obsolescence, and the rapid growth of new 

industries have also increased competition. A final factor 

is the mounting complexity of the job of managing a 

business. Businesses are growing in size and diversity. 

The great wave of diversification in recent years has made 

for a much more heterogenous product mix in American 

companies. Growth and diversity have created a more 

competitive and complex environment. These forces and 

others have created a need for strategic planning systems. 

structure of strategic Planning: 

structure of strategic planning refers to a 

framework into which all parts of the planning process will 

fit. steiner and Cannon (1966) have identified five basic 
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classifications of formal planning organization. From the 

simplest to the most elaborate they are as follows: 

1. No formal planning exists at all. Planning 
is done, but it is a part of the duty of each 
executive and no effort is made to formalize 
the process. 

2. organized planning is done within a 
functional area of the business. The area 
can be finance, marketing, sales, or 
engineering, to illustrate, where some 
important element exists which can serve as a 
common thread for organized planning. For 
example, planning in a public utility may 
center in the engineering department because 
facility expansion is a function about which 
organized planning for such companies may be 
developed. Marketing may provide the home 
center for organized planning in a company 
where products serve as a single rallying 
point for planning. 

3. A planning executive and organization may 
exist in the divisions of a company, or 
operating units in the field, but no planning 
staff exists at the corporate level. In such 
cases the chief executive may serve as a 
central focal point for planning, and his 
functional officers at headquarters. 

4. A corporate headquarters planning department 
is created but no planning executives or 
staffs are established in operating units. 
In such instances, of course, the planning 
department usually gets involved in detailed 
planning. This pattern is more typical of a 
centrally managed company than a 
divisionalized and decentrally managed one. 

5. In this case a planning executive and staff 
exists at company headquarters and in each 
major division or operating unit. 

Traditionally, preparation of long-range plans used 

to be mainly a .top management resonsibility. However, 

recently in many corporations, executives have discovered 

that it is increasingly difficult to retain complete 

responsibility for all aspects of strategic planning while 
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at the same time meeting their administrative 

responsibilities. One important reason for the increased 

time required for long-range planning is the systemization 

of the process and emphasis upon more detail in both 

strategic and operational plans (Lorange, 1979). As a 

result, a variety of organizational arrangements has 

recently emerged. Such arrangements have dealt not only 

with size and location of planning organizations but the 

proper roles of both line and staff officers in the 

strategic planning process. 

This research concentrated on the most obvious and 

most import'ant characteristics of strategic planning 

systems. They are as follows: 

existence and size of corporate planning departments 

existence and size of corporate planning committees 

existence and size of corporate planning staff 

role of corporate planning staff in the planning 

process 

participation of the chief executive officer in the 

planning process 

A descriptive analysis of each of these characteristics is 

presented below. This analysis will enable us to gain 

information about the present state of the organization of 

strategic planning systems in three different industries: 

insurance, utilities, and high-technology industries. 
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Corporate Planning Departments and Planning Committees: 

As shown by this study and other empirical studies, 

strategic planning is' done predominantly by top level 

management. Findings of this study (see tables 10 through 

25) indicate that planning departments and planning 

committees are the prevailing structural units for the 

design of the planning organization. They constitute the 

core of the planning organization because interaction among 

planning experts, the members of top management and other 

persons are concentrated here and the principles of ~lanning 

are decided here as well. Findings from tables 10 through 

17 point out that almost 20 percent of high technology and 

utilities companies and 45 percent of insurance companies do 

not have planning departments. However, it should not be 

understood that the mere existence of a corporate planning 

department in a company means that the' company's top 

management values the planning function more than those who 

do not have planning departments. For instance, at General 

Motors, overall corporate planning is part of the regular 

function of top executives and staff. Through General 

Motor's policy, all divisional and functional areas are 

involved in planning. Every staff has the responsibility of 

looking forward (Kaiden, 1967). In addition, the existence 

of corporate planning departments could be the result of the 

impact of some contextual variables of the company (e.g. 



MEAN 

Table 10 

Existence of Planning Departments 
in the Sample Firms 

Existence 

Yes 
No 

TOTAL 

Frequency 
Reported 

130 
35 

165 

Tttble 11 

Percentage 

78.8 
21.1 

100.0 

Si'ze' of Planning Department 
in the Sample Firms 

Number of Frequency Percentage 
Employees Reported 

0 33 21.2 
1-5 67 40.6 

6-10 34 20.6 
11-15 14 8.4 
16-20 10 6.0 
21-25 2 1.2 
26-30 1 .6 
31-40 2 1.2 

TOTAL 165 100.0 

5.84 
STANDARD DEVIATION 6.9 
MAXIMUM 4.0 
MINIMUM 0 

76 



Table 12 

Existence of Corporate Planning Departments 
in High Technology Fi11mS 

Existence 

Yes 
No 

TOTAL 

Frequency 
Reported 

86 
20 

106 

Table 13 

Percentage 

81.1 
18.9 

100.0 

Size of Corporate Planning Departments 
in High Technology Firms 

Number of 
Employees 

Frequency 
Reported 

o 
1-5 
6-10 

11-15 
16-20 
21-25 
26-30 
31-40 

TOTAL 

MEAN 6.0 
STANDARD DEVIATION 7.6 
MAXIMUM 40 
MINIMUM 0 

19 
48 
20 

8 
6 
2 
1 
2 

106 

Percentage 

17.9 
45.3 
18.9 
7.5 
5.7 
1.9 

.94 
1.9 

100.0 

-- --- ----------------------------------------

77 



MEAN 

Table 14 

Existence of Corporate Planning Departments 
in Utilities Firms 

Existence Frequency Percentage 
Reported 

Yes 32 82.1 
No 7 17.9 

TOTAL 39 100.0 

Table 15 

Size of Corporate Planning DepRrtments 
in Utilities Firms 

Number of Frequency Percentage 
Employees Reported 

0 7 17.9 
1-5 14 35.9 
6-10 10 25.6 

11-15 5 12.8 
16-20 3 7.7 

TOTAL 39 100.0 

6.3 
STANDARD DEVIATION 5.5 
MAXIMUM 20 
MINIMUM 0 

78 



Table 16 

Existence of Corporate Planning Departments 
in Insurance Firms 

Existence Frequency Percentage 
Reported 

Yes 11 55.0 
No 9 45.0 

TOTAL 20 100.0 

Table 17 

Size of Corporate Planning Departments 
in Insurance Firms 

Number of 
Employees 

Frequency 
Reported 

o 
1-5 
6-10 

11-15 
16-20 

TOTAL 

MEAN 3.9 
STANDARD DEVIATION 5.3 
MAXIMUM 22 
MINIMUM 0 

-.-.------.-----~ .. - - ---.- -- ----- ---" - - - --- ---.-----

9 
5 
4 
1 
1 

20 

Percentage 

45.0 
25.0 
20.0 
5.0 
5.0 

100.0 

79 



Table 18 

Existence of Corporate Planning Committees 
in the Sample Firms 

Existence 

Yes 
No 

TOTAL 

Frequency 
Reported 

50 
115 

165 

Table 19 

Percentage 

30.3 
69.7 

100.0 

Size of Corporate Planning Committees 
in the Sample Firms 

Number of 
Members 

Frequency 
Reported 

o 
1-5 
6-10 

11-15 
16-20 
21-25 

TOTAL 

MEAN 6.5 
STANDARD DEVIATION 3.4 
MAXIMUM 22 
MINIMUM 0 

115 
9 

30 
6 
1 
1 

165 

Percentage 

69.7 

100.0 

80 



MEAN 

Table 20 

Existence of Corporate Planning Committees 
in High Technology Firms 

Existence Frequency Percentage 
Reported 

Yes 29 27.4 
No 77 72.6 

TOTAL 106 100.0 

Table 21 

Size of Corporate Planning Committees 
in High Technology 'Firms 

Number of Frequency Percentage 
Members Reported 

0 78 72.6 
1~5 8 7.55 

6-10 16 15.0 
11-15 5 4.7 
16-25 1 .94 

TOTAL 106 100.00 

6.6 
STANDARD DEVIATION. 3.3 
MAXIMUM 20 
MINIl1UM 0 

81 



Table 22 

Existence of Corporate Planning Committees 
in Utilities Firms 

Existence Frequency Percentage 
Reported 

Yes 13 33.3 
No 26 66.7 

TOTAL 39 100.0 

Table 23 

Size of Corporate Planning Committee~ 
: in:. Utilities Firms 

Number of 
Members 

Frequency 
Reported 

o 
6-10 

11-15 
16-20 
21-25 

TOTAL 

MEAN 7.5 
STANDARD DEVIATION 4.9 
MAXIMUM 21 
MINIMUM 5 

2 
9 
o 
1 
1 

13 

Percentage 

15.4 
69.2 

o 
7.7 
7.7 

100.0 

82 



Table 24 

Existence of Corporate Planning Committees 
in Itisurance Firms 

Existence Frequency Percentage 
Reported 

Yes 8 40.0 
No 12 60.0 

TOTAL 20 100.0 

Table 25 

Size of Corpo~ate Planning Committees 
in Insurance Firms 

Number of 
Members 

Frequency 
Reported 

o 
6-10 

11-15 

TOTAL 

11EAN 6.8 
STANDARD DEVIATION 
MAXIMUM 15 
MINIMUM 4 

2 
5 
1 

8 

Percentage 

25.0 
62.5 
12.5 

100.0 

-- -- --------------- -----------
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All Sample 
Companies 
(N = 165) 

High Technology 
Companies 
(N =: 106) 

Utilities 
Companies 
(N = 39) 

Insurance 
Companies 
(N = 20) 

Table;,26 

Distribution of Corporate Planning Departments and 
Corporate Planning Committees in the Sample Firms 

Frequency Frequency Frequency Frequency 
of of of of 

Compart.ies QJ Companies QJ Companies QJ Companies Ill) Ill) Ill) 

Having III Having III Having III with no 
"'" "'" "'" Planning f:l Planning f:l Planning f:l Planning 0' QJ QJ 

Department (J Department (J Committee (J Department J.I J.I J.I 
& Planning QJ and no QJ and no QJ and no Pol Pol Pol 

Committee Planning Planning Planning 
Committee Department Committee 

38 23.0 91 55.2 12 7.30 24 

23 21.7 63 59.4 6 5.70 14 

10 25.6 22 5.64 3 7.70 4 

5 25.0 6 30.0 3 15.00 6 

QJ 
Ill) 
III 

"'" f:l 
QJ 
(J 

J.I 
QJ 

Pol 

14.5 

13.2 

10.3 

30.0 

(XI 

~ 
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Blau's argument of the effect of size on structural 

differentiation). 

On the other hand, there are some arguments against 

such departments. The existence of a planning department 

could be used as an excuse for top management to avoid its 

responsibilities for corporate planning (Hussey, 1974). 

Also, a department may not be needed in some companies. 

Smaller companies can not afford to hire the talent required 

to staff such departments. This may explain the low 

incidence of planning departments in insurance companies 

(Table 16) since most of them are relatively small compared 

to high technology.companies in this sample. 

Findings from Tables 18 through 25 indicate that 

there is 

towards 

planning 

a tendency to move from the use of a committee 

placing strategic planning responsibility to the 

department per see Table 26 shows that while 38 

companies reported having both a planning department and a 

planning committee and 91 companies (55.2 percent) reported 

having a planning department and no planning committee, only 

12 companies (7.3 percent) reported having a planning 

committee and no planning department. The use of planning 

departments and planning committees in high technology and 

utilities companies is consistent with the distribution of 

the overall sample, but this is not the case for insurance 

companies. 

---- ---_._._-_.-
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Although contemporary literature does support the 

idea of a committee for strategic planning there are some 

writers who question the wisdom of using committees for 

strategic planning because of the difficulty of fixing 

responsibility. Nevertheless, using committees is a means 

of gaining participation in strategic planning 
used in an advisory capacity, committees can 

and, whel" 
provide a 

valuable service. 

Findings also point out that 14.5 percent (24 

companies) of the overall sample companies reported that no 

specific structure existed for strategic planning. Some of 

them explained that by indicating that planning is 

considered every manager's responsibility, others indicate 

that planning is decentralized to the individual department. 

Corporate Planning Staff and Its Role in the Planning 
process: 

The criteria for assessing the planning staff's role 

in strategic planning at the corporate level were identified 

from previous studies. Steiner (1979) reported a major 

function of planners to be environmental analysis. other 

researchers have emphasized the need for corporate planners 

to set up a planning system that would be capable of 

monitoring environmental change (Gluck, Kaufman, and 

Wal1eck, 1980). Burnett et a1. (1984) suggested that 

planning staff should contribute to strategic planning by 
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focusing on the development of sound forecasts of the shape 

and dynamics of markets, taking into consideration changes 

in technology, public policy, business climate, lifestyles, 

demography, and social values. I.n this study, the planning 

staff's input in environmental analysis is measured in terms 

of its role in the analysis of corporate environments and its 

impact on the company. 

yet another function is the planner's participation 

in strategic planning. A system that would balance 

creativity and control by fostering creative generation and 

evaluation of alternative courses of action is considered 

ideal in the literature (Shank, Niblock, and Sanda11s, J., 

1973). Burnett et a1. (1984) suggested that planners should 

incorporate marketing and financial planning as the key 

bases for identification and evaluation of corporate 

strategies and goals. 

An important aspect of planning staff functions is 

its role as a communication mechanism and its input in 

achieving management consensus. Quinn (1980) pointed out 

that successful corporate planners build communication 

channels, stimulate a few key executives' personal 

commitment towards new options, and broaden support and 

awareness in the organization. Burnett et a1. (1984) 

suggested that planners should help translate corporate 

strategies into practical plans that can be communicated and 
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implemented. Furthermore, Lorange (1983) argued that 

corporate planners should coordinate the planning system, 

formulate planning guidelines, and develop a planning 

framework. King and Cleland (1978) considered 

administration of the planning system or "the planning 

management subsystem" to be a major requirement for success 

in formal planning. 

Ackerman (1979) argues that the corporate planning 

job, particularly in a large corporation, is not an easy 

one. The planner has a number of complex and often 

difficult relationships to manage. He must have the respect 

and trust of the chief executive. The planning staff must 

also manage its relationship with line managers. Ackerman 

suggested that there are three distinct roles of corporate 

planning staff: a planning broker, a presidential advisor, 

and a ~trategic evaluator. 

description of each role: 

He provided the following 

Planning Broker. In this role, the 'corporate planner 
struggles to maintain neutrality and impartiality in his 
relationships with other managers. He manages the long-run 
planning system, insures that the plans are comprehensive, 
and promotes the ideas and techniques of planning. However, 
he avoids taking positions whenever possible on the 
strategic issues confronting the corporation or its 
components. In a sense, he acts as a weather bureau by 
reflecting the chief executive's concerns to managers down 
the line and as a broker by giving advance exposure for 
their plans in corporate circles. He tends to view his 
career as a planner in professional terms and avoids getting 
caught in the crossfire between line managers on the same or 
different levels in the organization. He limits his 
exposure to criticism, keeping, as the current saying goes, 
a "low profile". 



Presidential Advisor. Alternatively, the corporate planner 
may see the president as high client and the president's 
needs as his concerns. Rather than attempting to maintain 
neutrality, the planner may take and make use of "the 
president's ear" to further his client's purposes. He ties 
his success and influence to the strength and resolve of the 
chief executive. While this position may seem extreme and 
dangerous for the planner, it is not necessarily so. It 
depends heavily on the relationships between the chief 
executive and his line managers. If the chief executive is 
a respected leader, the planner benefits from his close 
association. Moreover, the organization understands his 
point of view, knows how to approach him, and may in fact 
deal with him as the chief executive's stand-in. 
Strategic Evaluator. Finally, the planner may attempt to 
definp. a role that permits him to have his own position on 
strategic issues. In this case, he seeks independence 
rather than neutrality or subjugation to the' chief 
executive. His client is the corporation and his efforts 
are directed toward defining strategy that will be to its 
long-run advantage. In fulfilling this role, the planner 
must have freedom to evaluate plans and the influence to 
have his assessments taken seriously. To assess, however, 
is to judge the competence of the managers submitting plans 
and to influence is to exert some control over the 
allocation of resources. In effect, the corporate planner 
adopts a position akin to that of a line manager. While 
clearly the most active role, it is also the most exposed. 
The stakes are higher and the planner must decide whether 
the opportunities justify the risks. 

It is doubtful that there is an appropriate 

universal role for the corporate planner. In the 

explanatory analysis part of this chapter (Part II), I argue 

that the role of the planning staff is bounded by the 

context in which the planner is to operate, such as: type 

of organizational structure, type of environment, nature of 

technology, and size of the company. 

-- ---- "--------.- -- - .. _ .. _--- -.. ------------~-------
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For purposes of this study and in agreement with the 

above arguments, the following functions are identified as 

measures to evaluate the planning staff's role in the 

planning process: 

formulation of planning guidelines 

development of planning processes 

identification of alternative corporate goals 

helping top management in identifying corporate goals 

helping divisional managers identify divisional goals 

consolidation of divisional plans 

coordination of the planning effort 

After presenting descriptive data of the size of the 

planning 

planning 

study. 

staff in the sample companies, each of the above 

functions will be discussed in the context of this 

Existence and Size of the Corporate Planning Staff: 

Several general findings are derived from Tables 27 

through 34. First, strategic planning staffs are still 

relatively small despite the increased attention by managers 

and strategic management literature to this function. 

Although the study was concerned with a sampling of the 

largest 

united 

30-40 

Second, 

corporations in three different industries in the 

States only four companies reported having between 

personnel assigned full-time to strategic planning. 

the number of personnel assign~d full-time on 



MEAN 

Table 27 

Existence of Corporate Planning Staff 
in the Sample Firms 

Existence Frequency Percentage 
Reported 

Yes 153 92.7 
No 12 7.3 

TOTAL 165 100.0 

Table 28 

Size of Corporate Planning Staff 
in the Sample Firms 

Size of Frequency Percentage 
Staff Reported 

0 12 7.3 
1-5 74 44.8 
6-10 48 29.0 

11-15 15 9.0 
16-20 10 6.0 
21-30 2 1.2 
31-40 4 2.4 

TOTAL 165 100.0 

7.15 
STANDARD DEVIATION 7.04 
MODE 3 
MAXIMUM 40 
MINIMUM 0 

91 



Table 29 

Existence of Corporate Planning Staff 
in High Technology Firms 

Frequency Percentage 
Reported 

Yes 99 93.4 
No 7 6.6 

TOTAL 106 100.0 

0 
1-5 
6-10 

11-15 
16-20 
21-30 
31-40 

TOTAL 

MEAN 

Table 30 

Size of Corporate Staff 
in High Technology Firms 

Frequency Percentage 
Reported 

7 6.6 
44 41.5 
28 26.4 
13 12.3 
8 7.5 
2 1.9 
4 3.8 

106 100.0 

8.0 
STANDARD DEVIATION 8.14 
MODE 7.0 
MAXIMUM 40 
MINIMUM 0 

92 



Table 31 

Existence of Corporate Planning Staff 
in Utilities Firms 

Frequency Percentage 
Reported 

Yes 38 97.4 
No 1 2.6 

TOTAL 39 100.0 

Table 32 

Size of Corporate Planning Staff 
in Utilities Firms 

Size of Frequency Percentage 
Reported 

0 1 2.6 
1-5 21 53.8 
6-10 14 35.8 

11-15 2 5.12 
16-20 1 2.6 

TOTAL 39 100.0 

MEAN 5.89 
STANDARD DEVIATION 3.58 
MODE 5.0 
MAXIMUM 17 
MINIMUM 0 
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Yes 
No 

Table 33 

Existence of Corporate Planning 
Staff in Insurance Firms 

Frequency 
Reported 

16 
4 

Percentage 

80.0 
20.0 

TOTAL 20 100.0 

. Table 34 

Size of Corporate Planning Staff 
in Insurance Firms . 

Frequency Percentage 
Reported 

0 4 20.0 
1-5 9 45.0 
6-10 6 30.0 

11-20 1 5.0 

TOTAL 20 100.0 

MEAN 4.9 
STANDARD DEVIATION 4.8 
MODE 0 
MAXIMUM 20 
MINIMUM 0 

94 
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strategic planning is relatively easy to determine; however, 

it is more difficult to identify the number who are assigned 

to this function part-time inasmuch as many companies report 

that strategic planning is performed as an additional duty 

of executive personnel. In addition, some companies 

reported that their planning staff devotes only a portion of 

its time to strategic planning, the remaining time being 

expended on short-range planning. The difficulty of 

estimating the exact number of corporate planning staff 

casts some doubt ~s to the validity and reliability of such 

figures. 

companies 

Finally, it is interesting to note that 12 

(7.3 percent) reported not having corporate 

planning staff, yet they prepare long-range plans. It is 

reasonable to assume that these companies consider strategic 

planning as every executive's responsibility or that 

planning might be decentralized to the individual division 

or department. 

Role of Corporate Planning staff in Developing the Planning 
Process: 

Introducing strategic planning systems is an 

important responsibility of top management in any company. 

Frequently, the initiative arises from a chief executive who 

sees the need for formal planning or decides to undertake it 

because his competitors are doing it and he fears they may 

gain a competitive edge. Furthermore, sometimes a company 
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has a crisis facing it, such as declining market share, an 

annual operating loss, or unexpected product obsolescence, 

and hopes formal planning will help it solve its problems 

(steiner, 1979). However, once the initiative is taken, the 

development of the planning process is a major 

responsibility of the corporate planning staff. The 

information in Figure 2 shows that the development of the 

planning process is usually assigned to the corporate 

planning staff. Almost 85 percent of the respondents, in 

the overall sample, reported a very substantial role for the 

corporate staff in developing the planning process. 

Role of 
Corporate 
Them: 

the Corporate Planning 
Goals and in Helping TOP 

Staff in 
Management 

Identifying 
Identifying 

The problem of setting necessary objectives for 

strategic planning is a fundamental task for top management. 

TOP managers realize that these objectives should be 

realistic, attainable, and compatible with the 

organizational overall mission. Some concept of objectives 

is essential for the application of corporate planning. The 

importance of objectives in corporate planning has been 

emphasized by authorities on planning. scott (1965) 

suggests that: 

Objectives here are the statements of planning 
purpose developed within any kind of business 
plan. They are established within the framework 
of a planning process, and they normally evolve 

---------"---



Fig. 2. Role of corporate planning staff in 
developing the planning process. 

MEAN S.D. N 

Overall 4.55 1.15 165 
High Technology 4.59 1.07 106 
Utilities 4.07 1.03 39 
Insurance 3.60 1.60 20 
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from tentative and vague ideas to more specific 
declarations· of purpose and objectives. 
Furthermore, they are always present in a planning 
process even though they are sometimes 
unconsciously established. 

Ansoff (1965) sees objectives as: 

••• decision rules which enable management to 

guide and measure the firm's performance toward 

its purpose. 
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Drucker (1955) maintains that a company may have a number of 

objectives. This viewpoi'nt is further developed by Humble 

(1968) into a comprehensive system of "management by 

objectives" which is capable of application at all levels in 

the company. Argenti (1968) takes a different view and 

believes that any firm has only one corporate objective: 

••• something fundamental to the nature of a 
company and which distinguishes it from other 
types of organization; it is therefore something 
permanent and unalterable. It is the reason for 
the very existence of the company, that for which 
it came into being and, what it is now for. It is 
that which, if the company fails to achieve it, 
the company itself fails. It is a permanent 
unalterable purpose, or raison d' etre. 

The role played by the planning staff in identifying 

corporate goals for strategic planning is illustrated in 

Figures 3 and 4. As indicated in Figure 3, around 27 

percent of the respondents in the overall sample report a 

very substantial role for the corporate planning staff in 

the formulation of corporate goals. The relevant percentage 

for high technology, utilities and insurance industries are: 
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Fig. 3. Role of corporate planning staff in 
formulation of corporate goals. 

MEAN S.D. N 

Overall 3.52 1.26 165 
High Technology 3.64 1.24 106 
Utilities 3.71 1.02 39 
Insurance 2.50 1.36 20 
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Fig. 4. Role of corporate planning staff in 
helping top management identify corporate goals. 

MEAN S.D. N 

Overall 165 
High Technology 3.81 1.15 106 
Utilities 4.07 .87 39 
Insurance 3.25 1.45 20 
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37, 25, and 13 respectively. Findings in Figure 4 point out 

that the planning staffGs role is more substantial in terms 

of the help they provide to top management in the 

formulation of corporate goals. The planning staff's role 

in the high technology companies is perceived to be more 

substantial than that in the utilities companies in terms of 

the formulation of corporate goals (38% vs. 25%). However, 

in terms of helping top management identifying corporate 

goals (Figure 4), the role of the planning staff is 

perceived to be more substantial in the utilities companies 

than that of the high technology companies (35% vs. 30%). 

Furthermore, in both figures, insurance companies reported a 

less substantial role for corporate planning staff compared 

to the high technology and utilities companies. In short, 

data from this sample indicate that corporate planning 

staff's role is somewhat substantial in formulating and in 

helping top management identify corporate goals of 10ng

range planning. 

Role of Corporate 
Managers Identify 
Divisional Plans: 

planning Staff in Helping Divisional 
Divisional Goals and in Consolidating 

Generally speaking, the divisional goals and plans 

are either both done by the division manager himself or at 

least coordinated by him (Ackoff, 1970). These goals and 

plans will usually be built around ,strategic projects such 

as new product introductions, R&D projects, and marketing 

... _ ... _- ...• _------- --_ .. _-
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campaigns .. The corporate planning staff plays an important 

role in consolidating divisional plans o Lorange (1976) 

discussed the effects such a consolidation may have on 

corporate strategies by identifying two sets 

considerations which are relevant in this respect. 

are: 

1. Assessment of overall corporate risk-taking 
exposure. There is a tendency toward an 
overly conservative risk-taking profile when 
business line priorities are set by the 
divisions entirely on their own. A proper 
evaluation of the implicit risk exposure of 
the proposed divisional plans can only be 
accomplished through a divisional-corporate 
interface. Consequently, information on risk 
dimensions must be readily available from the 
divisional proposals themselves. The 
planning system should ensure such 
communication in order to facilitate 
adjustment of divisional plans to take 
advantage of the risk-absorption capacity of 
the corporation as a whole. 

2. proper assessment of divisions' proposals. 
Once the potentials of divisional business 
lines have been assesRed, corporate 
performance targets should be set at levels 
consistent with the divisional business 
strategies. While this may seem elementary, 
it is actually quite difficult unless the 
planning system is carefully designed to 
provide sufficient information about business 
line strategies which can be used in target 
setting. The consequences of failure to 
collect and utilize such information are 
illustrated in the following recent example. 

of 

These 

The divisional-corporate planning staff's interface 

involves many tasks. The planning staff gives guidance to 

the divisions in their planning to assure uniformity in the 
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development of the divisional plans. The staff makes 

forecasts of environmental trends of importance to the 

divisions for their planning activities such as forecasts of 

long-term economic conditions, technological trends, and 

general industry competitive conditions. In addition, 

corporate planning staff reviews divisional plans to 

evaluate the extent to which these plans permit the company 

to achieve its overall goals. Finally, the corporate 

planning staff may help division managers prepare long-range 

plans whrn they have not had the experience or staff to do 

the task ~ell (steiner, 1969). 

The role played by corporate planning staff in 

helping divisional managers identify divisional plans is 

illustrated in Figure 5. As shown in that figure, the staff 

role is somewhat substantial in insurance companies (47%). 

This role is relatively moderate to low in both utilities 

and high technology companies. The role of corporate 

planning staff in consolidating divisional plans (Figure 6) 

is also substantial in insurance companies, somewhat 

substantial in high technology companies, and moderate to 

low in utilities companies. These findings could be 

explained by relating them to some contextual variables of 

the relevant cvmpany. For instance, it is possible that the 

role of the corporate planning staff was not substantial in 

high technology companies simply because those companies 

--- ---------- ---
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Fig. 5. Role of corporate planning staff in 
helping divisional managers identify divisional 
goals. 

MEAN S.D. N 

Overall 2.84 1.18 165 
High Technology 3.03 1.16 106 
Utilities 2.64 1.35 39 
Insurance 2.25 1.21 20 
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Fig. 6. Role of corporate planning staff in 
consolidating divisional plans. 
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Overall 3.57 1.47 165 
High Technology 3.77 1.42 106 
Utilities 2.94 1.35 39 
Insurance 3.70 1.72 20 

~05 

o Overall 

~igh Tech. 

L:]utilities 

~Insurance 



106 

have divisional structure. It is expected that these 

divisions have their own planning staff, thus reducing their 

need of corporate planning staff. On the other hand, 

insurance companies generally have functional structures 

(all of the insurance companies in this study have 

functional structures) which imply that their reliance on 

corporate planning staff is expected to be high simply 

because they may not have their own planning staff. 

Role of the Corporate Planning Staff in Coordinating the 
Planning Process: 

The information in Figure 7 shows that the 

coordination of the strategic planning process is usually 

the duty of the corporate planning staff. This role was 

perceived to be very substantial in the three sample 

industries. In their coordination capacity the corporate 

planning staff would do such things as develop timetables 

for the submission of information, arrange for objectives 

and assumptions to be formulated and distributed to the 

officers who were preparing plans, and serve as a 

coordinator of plans made by functional officers at 

headquarters as well as those made by the divisions (Allen, 

1982) • 

participation of the CEO in the Planning Process: 

participation of the Chief Executive is highly 

important to ensuing the success of long-range planning. 
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Fig. 7. Role of corporate planning staft in 
coordinating the planning process. 

MEAN S.D. N 

Overall 4.32 1.14 165 
High Technology 4.36 1.07 106 
Utilities 4.33 .98 39 
Insurance 4.15 1.67 20 
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The review of the literature (Chapter 2) showed that the 

commitment of the CEO in the planning process is considered 

a prerequisite for an effective strategic planning system. 

Although it is difficult in large companies to have a great 

deal of participation of the CEO, methods exist by which 

this can be accomplished. One is having the corporate 

planning staff report directly to the CEO. Another 

technique is forming a corporate planning committee. 

Participation of the CEO in such a committee can be 

effective in the development of long-range plans. In 

speaking of the value of participation Davis (1951) says: 

The greatest practicable participation in the 
performance of any managerial functions is 
desirable, provided that there are no important 
violations of the principles of unity of command, 
direction or single acocuntability. participation 
promotes an understanding of the activity. It 
develops an interest in it and improves morale. 
It makes maximum use of the brains and ability of 
the organization. The principle of participation 
says: A feeling of ~worth-whileness' and 
~belonging' tends to develop from participation in 
the making of decisions underlying the 
accomplishment of organizational objectives. It 
tends to integrate the interests and abilities of 
individuals with the organization's purpose. 

A conflict in management literature has existed with 

regard to the need for greater participation in long-range 

plans. These plans are often so confidential and important 

that it is risky to bring into the final decision or 

commitment making pr.ocess those executives and individuals 
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who might resign and join competition. In this regard 

steiner (1979) has said: 

There are devices by which some companies seek to 
resolve the problem of personal participation in 
planning. Among these are planning staffs, so
called ~bottom-up' planning, ~grass roots' 
budgeting, management clubs, and a general effort 
through various organizational and personel 
policies to instill a sense of participation in 
plans involving the destinies of the enterprise. 
All these have been effective, but I feel much 
fruitful work can be done in developing new 
techniques, refining old techniques, and getting 
deeper knowledge of what part individuals should 
playas individuals in improved planning. 

Generally, surveys of planning problems point out to 

the fact that an insufficient committment to planning by top 

management is far too prevalent (Brown, Sands, and Thompson, 

1966). Mace (1965) says: 

probably the single most important problem in 
corporate planning derives from the belief of some 
chief operating executives that corporate planning 
is not a function with which they should be 
directly concerned. They regard planning as 
something to be delegated, which subordinates can 
do without responsibile participation by chief 
executives. They think the end result of 
effective planning is the compilation of a 'plans' 
book. Such volumes _ get distributed to key 
executives, who scan the contents briefly, file 
them away, breathe a sigh of relief, and observe, 
'Thank goodness that is done--now let's get back 
to work.' 

On the other hand, some surveys also show that there 

are many executives who consider the primacy of their 

responsibilities for corporate planning. In the explanatory 

analysis part of this chapter, I argue that the planning 

.--.----.-.~.- ... -.--.-.-- .------------
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role of the chief executive tends to change in response to 

some contextual variables such as company size. 

The typical role played by the CEO is illustrated in 

Figures 8 through 13. As indicated in Figure 8, around 70 

percent of the respondents in the overall sample report a 

substantial and important role for the CEO in the 

formulation of corporate goals of long-range plans. This 

role is more substantial in high technology companies than 

in insurance of utilities companies (78% vs. 67% and 62% 

respectively). Information in Figure 9 points out that the 

CEO's role in communicating corporate goals of long-range 

plans is somewhat substantial in insurance companies but it 

is somewhat limited' in high technology and utilities 

companies. Two potential reasons may explain this reduced 

role of the CEO. First, communi-eating corporate goals may 

be done by other members of top management. Second, a few 

participants reported that corporate goals of long-range 

plans are actually determined and communicated by their 

corporate planning staff and only rubber-stamped by the CEO. 

Several findings are derived from information 

presented in Figures 10 through 13. Though the CEO's role 

in developing long-range plans for divisions is limited, his 

role in evaluating the plans produced by division managers 

is substantial. These findings also point out that 

divisional managers have a somewhat high degree of autonomy 
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Fig. 8. Role of the ceo in formulating corpor
ate goals of long-range plans. 

MEAN S.D. N 

Overall 4.53 .972 165 
High Technology 4.59 .92 106 
Utilities 4.31 1. 21 39 
Insurance 4.65 .58 20 
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Fig. 9. Role of the ceo in communicating the 
goals to lower level employees. 

MEAN S.D. N 

Overall 3.18 1.17 165 
High Technology 3.85 1.18 106 
Utilities 3.56 1.07 39 
Insurance 4.05 1.23 20 
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Fig. 10. Role of the ceo in developing long
range planG for divisions. 

MEAN S.D. N 

Overall 2.24 1.20 165 
High Technology 2.27 1.19 106 
Utilities 2.64 1.18 39 
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Fig. 11. Role of the ceo in providing guidance 
to division managers. 
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Overall 3.23 1.24 165 
High Technology 3.35 1.26 106 
Utilities 3.05 1.14 39 
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Fig. 12. Role of the ceo in evaluating the 
plans produced by division managers. 
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Overall 4.05 .91 165 
High Technology 4.15 .84 106 
Utilities 3.64 1.01 39 
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Fig. 13. Role of the ceo in gaining the 
manager's commitment to planning. 

MEAN S.D. N 

Overall 3.90 1.02 165 
High Technology 3.91 1.08 106 
Utilities 3.89 .91 39 
Insurance 3.95 .99 20 
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in determining and shaping the future of their divisions 

since the CEO's role in providing guidance to divisional 

managers in developing divisional long-range goals is 

limited. As shown in Figure 11, only 20 percent of the high 

technology companies, and 11 percent of the utilities and 

insurance companies report an important role for the CEO in 

providing guidance to divisional managers. Finally, Figure 

12 indicates that the CEO's role in gaining the managers 

commitment to planning is somewhat limited to moderate. 

Functional Areas Considered in Strategic Planning: 

The sample companies in this study indicate that, in 

general, 

to more 

there are some functional areas which are subject 

strategic planning than others. Not every 

functional area is planned in every company; even in 

companies in the same industry, there are differences in the 

areas of application of strategic planning. 

Table 35 shows the major functional areas for which 

written long range plans are developed. It demonstrates 

that capital spending, capacity expansion, sales 

forecasting, investment, and diversification are one of the 

most preferred domains of application of strategic planning. 

Findings from this table point out that areas of application 

of strategic planning differ by type of industry. The areas 

of corporate acquisition and R&D receives more long-term 

planning in the high technology industry than those in 
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insurance and utilities industries. One of the reasons 

behind this difference could be the highly competitive and 

turbulent environment of high technology companies. 

Meanwhile, personnel needs receives more planning effort in 

insurance companies than that ill high technology and 

utilities industries. 

Frequency of preparing and Reviewing Long-Range Plans: 

Table 36 shows that most (84 percent) companies 

prepare their long-range plans annually. This d'~s not mean 

that the planning horizon is one year, but rathe~, it refers 

to the frequency of preparing long-range plans of different 

functional areas. 

Evaluation of long-range plans after they have been 

implemented requires some form of a review process which 

involves comparing a~tual outcome with the stipulated 

objectives of those plans. Control systems should provide 

means for taking corrective action where the match is weak. 

In an attempt to determine how often companies review their 

plans, the respondents were asked to specify review periods 

from quarterly to never. The results are shown in Table 37. 

The results show that almost 50 percent of the sample 

companies review and update their plans 

interesting to note that two percent of 

annually. It is 

high technology 

companies reported that they never review their plans! In 
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Table 35 

Fqnct~~na~ Ar~qs ponsidereq in Strategi~ Planning 

OVERALL HIGH TECHNOLOGY UTILITIES INSURANCE 
AREA OF 

APPLICATION Frequency Percent Frequency Percent Frequency Percent Frequency Percent 
Reported Reported Reported Reported 

Capacity Expansion 14"4 87.3 92 86.8 36 92.3 16 80.0 
Investment Planning 127 77 .0 82 77 .4 32 82.1 13 65.0 
Capital Spending 149 90.3 97 91.5 37 94.9 15 75.0 
Sales Forecasting 145 87.9 90 84.9 36 92.3 19 95.0 
Diversification 127 77 .0 87 82.1 26 66.7 14 70.0 
Cash Requirements 119 72.1 81 76.4 27 69.2 11 55.0 
Personnel Needs 98 59.4 62 58.5 18 46.2 18 90.0 
R&D 110 66.7 82 77 .4 18 46.2 10 50.0 
Production Planning 73 44.2 49 46.2 16 41.0 8 40.0 
Corporate Acquisition 110 66.7 82 77 .4 17 43.6 11 55.0 
New Product Development 105 63.6 82 77.4 8 20.5 15 75.0 
Marketing Activities 63 38.2 35 33.0 16 41.0 12 60.0 

N 165 106 39 20 

~ 
~ 
1.0 



Table 36 

Frequency of Preparing Long-Range Plans 

Overall High Technology Utilities 

Frequency Percent Frequency Percent Frequency Percent 
Reported Reported Reported 

Quarterly 1 .6 1 .94 0 0 
Semi-Annually 7 4.2 6 5.7 1 2.6 
Annually 138 83.6 90 84.9 31 79.5 
As Needed 30 18.2 18 17.0 9 23.1 

N 165 106 39 

Insurance 

Frequency Percent 
Reported 

0 0 
0 0 

17 85.0 
3 15.0 

20 

t-' 
N 
o 



Table 37 

Frequency of Reviewing Long-Range Plans 

OVERALL HIGH TECHNOLOGY UTILITIES 

Frequency Percent Frequency Percent Frequency Percent 
Reported Reported Reported 

Quarterly 33 20.0 20 18.9 7 17.9 
Semi-Annually 20 12.1 14 13.2 5 12.8 
Annually 89 53.9 59 55.7 19 48.7 
As Needed 43 26.1 27 25.5 12 30.8 
Never 2 1.2 2 1.9 0 0 

N 165 106 39 

INSURANCE 

Frequency Percent 
Reported 

6 30.0 
1 5.0 

11 55.0 
4 20.0 
0 0 

20 

..... 
N ..... 
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addition, Table 38 shows that almost 76 percent of the 

overall sample reported having procedures or control systems 

for detecting differences between the plan and actual 

performance. 

Financial Analysis in strategic Planning: 

strategic planning implies a major use and 

utilization of corporate financial resources. Therefore, a 

pre-condition for good financial management is financial 

planning. Long-range financial planning induces managers to 

think beyond short-term profit. A vital role of financial 

planning is balancing cash flow requirements between 

operations and investments. In a long-range plan, this 

balancing process should be forecasted through pro forma 

financial statements such as: income statements, balance 

sheets, and cash flow statements. These pro forma financial 

statements will express the company's forward financial 

needs, problems, and profits under a specific and defined 

long-range plans. Hussey (1974) in emphasizing the 

importance of financial planning in strategic planning said: 

Good financial management has three major aims: 
to keep the business solvent, to maintain 
sufficient liquidity for it to meet liabilities as 
they become due, and to ensure that in the context 
of these first two aims it provides the company in 
the most efficient way with the finance it needs 
for growth. A company which practices corporate 
planning will be trying to meet these aims more 
effectively--a way that is future-oriented, 
considers more factors, is better coordinated, and 
which should make it possible for better financial 



decisions to be made. Just as corporate planning 
as a whole sets out to be a better way of running 
a business, financial planning--one of its 
components--sets out to be more effective in 
managing the finance function. 
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The use of pro forma financial statements by the sample 

companies in this study is depicted in Table 38. 

seen that 83 percent in the overall sample 

It can be 

reported 

preparing such statements, utilities companies reported a 

substantially lower percentage (61.5) than those of high 

technology and insurance companies (90.6 and 85.0, 

respectively) • 

Objectives of Long-Range Plans: 

stipulating objectives is an important element for 

the planning process. Specific and quantified objectives 

establish the raison d'etre of long-range plans. To 

investigate what objectives were now being used, the 

respondents of this sample were asked what quantified 

objectives were prepared for each of the following six 

common measures of performance: 

1. Sales growth 

2. Return on investment 

3. Capital growth 

40 Share of the market 

5. Cash flow 

6. Gross revenue 

. --_ ... - . _ .. _--- ---------- ------_. 



Table 38 

The Use of Pro Forma Statements in Long-Range Planning and 
the Use of Procedures for Detecting Differences Between 

the Plan and Actual Performance 

OVERALL HIGH TECHNOLOGY UTILITIES INSURANCE 

Frequency Percent Frequency Percent Frequency Percent Frequency Percent 
Reported 

Pro Forma Statements 137 83.0 96 90.6 24 61.5 17 85.0 

Procedures for 125 75.8 80 75.5 27 69.2 18 90.0 Dectecting Differences 

N 165 106 39 20 

....... 
N 
~ 
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These six objectives were selected because of their common 

use as means of measuring performance and effectiveness to 

most managers. Respondents were also asked to indicate 

other objectives used and not included in the above list. 

Table 39 shows a summary of the responses. 

Findings in Table 39 point out that return on 

investment and sales growth are the most pervasive 

objectives in long-range plans (in addition to gross revenue 

in the case of insurance companies). These results are in 

agreement with previous research done in this area. Boulton 

et al. (1982) surveyed planning practices in 142 u.s. and 

Canadian manufacturing firms. They reported that sales and 

earnings objectives have lost their dominance in planning, 

falling from 86 percent and 92 percent in 1974 to 76 and 83 

percent in 1979. Return on investment was reported to 

become the most pervasive objective, increasing from 78 to 

85 percent during that period. 

Some utilities ~ompanies reported other 

objectives for their long-range plans such as: 

coverage, percentage of internal generation 

nuclear system performance, safety record, and 

from alternate and renewable resources. 

quantified 

interest 

of funds, 

megawatts 



OBJECTIVES 

Sales Growth 
Return on Investment 
Capital Growth 
Share of the Market 
Cash Flow 
Gross Revenue 
Other 

N 

Table 39 

Objectives Stipulated in Long-Range Plans 

OVERALL HIGH TECHNOLOGY UTILITIES INSURANCE 

Frequency Percent Frequency Percent Frequency Percent Frequency Percent 
Reported Reported Reported Reported 

131 79.6: 87 82.1 27 64.2 17 85.0 
147 89.1 97 91.5 33 84.6 17 85.0 

85 51.5 50 47.2 22 56.4 13 65.0 
78 47.3 60 62.3 4 10.3 8 40.0 

107 64.8 73 68.9 21 53.8 13 65.0 
104 63.0 66 62.3 21 53.8 17 85.0 

57 34.5 31 29.2 20 51.3 6 30.0 

165 106 39 20 

.,.... 
N 
0\ 
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Use of outside Consultants in strategic Planning: 

Individual consultants (e.g., university professors) 

and consulting firms (e.g., MCKinsy & Co., and Arthur D. 

Little) have increasingly improved strategic planning 

techniques in the last fifteen years (Lorange, 1984). This 

study investigated the use of consulting firms and 

individual consultants. Table 40 shows that almost 34 

percent of the firms in the overall sample use outside 

consulting 

utilities 

firms and 17 percent use individual consultants. 

companies reported the highest use of consulting 

firms and individual consultants in the sample companies (41 

and 28.2, respectively). Insurance companies reported a 

somewhat low percentage (20 and 5 percent, respectively). 

The use of outside consulting firms by the respondents of 

this study is consistent with previous research. Boulton et 

a1. (1982), in a survey of manufacturing companies, reported 

that 33 precent used consulting firms in 1979. However, the 

use of individual consultants has increased since 1979. 

While Boulton et a1. (1982) reported that only 8 percent 

used individual consultants in 1979, this study shows that 

this percentage has increased to 17 percent (Table 40). 

Note that some companies in Table 40 reported using both 

consulting firms and individual consultants. This is why 

the totals in that table do not sum up. In general, these 

results indicate that.there is a growing trend towards using 



Table 40 

Use of Outside Consultants in Strategic Planning 

OVERALL HIGH TECHNOLOGY UTILITIES 

Frequency Percent Percent Percent 
Reported 

Consulting Firms 56 33.9 36 34.0 16 41.0 

Individual Consultants 28 17.0 16 15.1 11 28.2 
(e.g., Univ. Prof.) 

None 95 57.6 66 62.3 14 35.9 

N 165 106 39 

INSURANCE 

Percent 

4 20.0 

1 5.0 

15 75.0 

20 

...... 
N 
ex> 
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university professors as consultants in strategic planning. 

Several factors may be attributed to this growing trend, 

such as increased credibility and professionalism of 

university professors, and less expensive consulting fees. 

Planning premises in strategic Planning: 

Planning premises are important ingredients of the 

planning process. In general, they refer to a set of 

implied assumptions about certain external forces in the 

company's environment. usually these forces cannot be 
, 

controlled by the company, ; but in identifying them choices 

are required to determine which ones are most important in 

preparing long-range plans. preparing these premises is 

very complex because it involves making predictions about 

highly volatile variables. This study investigated the 

importance of five premises in developing long-range plans: 

1. political considerations 

2. Competitive considerations 

3. Technological considerations 

4. Economic considerations 

5Q Social considerations 

Figures 14 through 18 presents a summary of the impact of 

these premises on the planning process. The results 

indicate that the most popular consideration seems to be 

competitive premises followed by economic and technological 

premises. These results contradict previous findings in the 
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o Overall 

~High Tech. 

c:!Utilities 

~Insurance 

'~~~~--~~~~~~~~~~~ __ kU~~~ 
5 

1 = Little 5 = Substantial 

Fig. 14. Importance of political considerations 
in the strategic planning process. 

MEAN S.D. 

Overall 2.97 1.24 
High Technology 2.62 1.19 
Utilities 3.78 .98 
Insurance 3.25 1.20 
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Fig. 15. Importance of competitive considera
tions in the strategic planning process. 

MEAN S.D • 

Overall 4.25 . 94 
High Technology 4.43 .86 
Utilities 3.79 1.13 
Insurance 4.20 .69 

131 

DOverall 

§High Tech. 

CSlUtilities 

r:!Insurance 



qs 
91 
61 
9D 
7( 
1~ 

" 10 
.j.I 

({ 
r:: ((J 
ClI 
c.J Iff H 
ClI Ifp P-t 

1~ 
1(1 

4 
Jq 

15 
I~ 

s 
(J 

1 2 3 4 5 

1 = Little 5 Substantial 

Fig. 16. Importance of technological consider
ations in the strategic planning process. 

MEAN S.D. 

Overall 3.79 1.08 
High Technology 4.10 .93 
Utilities 3.25 1.06 
Insurance 3.20 1.19 
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Fig. 17. Importance of economics considerations 
in the strategic planning process. 

MEAN S.D. 

Overall 3.81 1.02 
High Technology 3.62 1.07 
Utilities 4.35 .63 
Insurance 3.65 1.04 
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Fig. 18. Importance of social considerations 
in the strategic planning process. 

MEAN S.D. 

Overall 2.74 .99 
High Technology 3.00 .98 
Utilities 3.28 .85 
Insurance 3.05 .82 
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literature. previous research (Steiner, 1979; Lorange & 

Vancil, 1976) pointed out that economic considerations are 

the most important in developing long-range plans. This 

study's results indicate that companies are more concerned 

with competitive forces than any other forces in the 

external environment. 



PART II 

Explanatory Analysis 

In this section of this chapter, hypotheses 

formulated in the conceptual framework of this study will be 

tested. The intention of this research is to achieve 

results which provide knowledge about the design of 

strategic planning systems and which are useful in 

applications. The following relationships will be 

investigated: 

1. The impact of the organization's environment on 

the strategic planning systems. 

2. The impact of organization size on the design of 

strategic planning systems. 

3. The impact of organization structure on the design 

of strategic planning systemsG 

4. The impact of organization technology on the 

design of strategic planning systems. _ 

5. The impact of the market growth rate on the design 

of strategic planning systems. 

6. The impact of some contextual variables (e.g. 

environment, size, etc.) on the role of corporate 

planning staff in the planning process. 

7. The impact of some contextual variables on the 

role of the CEO in the planning proce~s. 

136 
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In addition, a path analysis will be conducted. This 

analysis investigates the determination of the extent of 

strategic planning and its structural characteristics. Data 

analysis 

dictated 

and testing of the stipulated relationships 

the use of the following methodologies: 

correlational analysis, regression analysis, logit 

regression, and path analysis. 

The Impact of the Environment on the Design of Strategic 
Planning Systems: 

The relationship between the environment and design 

of strategic planning systems was predicted in the following 

hypothesis: 

HI "Companies in highly uncertain environments will tend 

to have strategic planning systems designed to be more 

flexible and less formal, than those in stable 

environments." 

Further, it was argued that strategic planning systems will 

be considered flexible if the following design parameters 

exist: 

1. Goals and objectives of plans are set to be non-

specific (they provide directions rather than 

specific routes). 

2. The content linkage between plans and budgets is 

loose. 

3. Time horizon of the long-range plan is short. 
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Parametric correlation analysis (Pearson correlation) was 

used to test the above hypothesized relationship. Results 

of correlational analysis in Table 41 support the predicted 

direction for the full sample (n = 165). Planning horizon, 

characteristics of goals, and linkage between plans and 

budgets were significantly related (p < .01) to 

environmental uncertainty. These findings support the 

notion that the higher the level of environmental 

uncertainty, the shorter the planning horizon, the more 

general the plans' goals, and the more general the linkage 

between budgets and plans. However, this predicted 

relationship was not completely supported in the three sub

samples. The direction of this relationship was supporedt 

in the high technology sub-sample (n = 106) except the 

variable of specificity of goals was not significant. Also, 

in the utilities sub-sample (n = 39) the predicted 

relationship was supported except the planning horizon 

variable was not significant. Finally, in the insurance 

sub-sample (n = 20) none of the planning variables was 

significant except characteristics of goals (p < .10). 

Because a number of the key scales are ordinal, 

rather than ratio or interval, one may have some 

reservations about some 

correlational analysis. 

correlation was also used. 

aspects of this parametric 

For this reason, non-parametric 

Both Kendall's and Spearman's 



Table 41 

Correlation of Environmental Uncertainty with 
Planning Horizon, Specificity of Goals, and Linkage 

Betweeti·Budgets-& Plans 

Total Sample 
·(n = 165) 

High TechnolQgy 
(n = 106) 

Uciliti.::s 
(n = 39) 

Insurance 
(n = 20) 

Planning 
Horizon 

-.276**** 

-.112** 

NS 

NS 

* indicates p < .10 
** indicates p < .05 

*** indicates p < .01 
**** indicates p < .001 

. Specific;ity . 
of Goals (from 

Specific to General 

.174*** 

NS 

.310** 

.327* 

Linkage Between 
Budgets & Plans 

(Close) 

-.222*** 

-.161** 

-.358** 

NS 

Linkage Between 
Budgets & Plans 

(General) 

.240**** 

.194** 

.373** 

NS 

...... 
W 
\0 
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product moment. coefficient were calculated when testing the 

above hypothesis and found to produce strongly consistent 

results with the parametric test Pearson correlation. 

Pearson correlation was chosen to be reported in Table 41 

because other non-parametric tests lack the discriminatory 

power of pearson's product moment coefficient. In summary, 

the data confirm the relationship predicted in the first 

hypothesis which involve the impact of· the environment on 

the design of strategic planning systems. 

The impact of the environment on the design of 

strategic planning systems was also predicted in the 

following hypothesis: 

H2: "The extent of strategic planning in companies 

operating under environmental uncertainty is higher 

(intensive vs. limited) than those operating in stable 

environments." 

The extent of strategic planning is measured in terms of a 

composite of two factors. The first factor measures the 

completeness of the strategic planning process and the 

second measures the number of different decision areas (e.g. 

different long-range plans) which are generally considered 

in strategic planning. In accordance with the literature, a 

long-range plan was considered complete if the following 

conditions were satisfied: 
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1. be applicable to most, if not all, segments of the 

business; 

2. contain objectives or goals; 

3. contain the methods, procedures, and means for 

realizing and implementing the goals and 

objectives; 

4. . contain some procedures for auditing and 

controlling the plan. 

The decision areas of long-range plans considered in this 

study to construct e~tent of planning are shown in Table 35. 
, 

Correlation and regression analysis were used to test the 

second hypothesis. Correlational analysis in Table 42 

supports this hypothesis. Extent of planning is shown to be 

highly correlated and significant (p < .001) with 

environmental uncertainty. The same relationship exists in 

the high technology and insurance sub-samples but it is not 

significant in the case of utilities companies. This 

relationship is confirmed by the results of multiple 

regression (controlling for size) in Tables 43 through 46. 

The results in these tables indicate that the impact of 

environmental uncertainty on explaining the variance in the 

extent of planning is highly significant (p either < .001 or 

< .05). All four equations in Tables 43 through 46 are 

shown to be statistically significant but the proportion of 

variance explained by each varies from .12 to .14. It also 

- --. --- ._-----.-. ------



Total Sample 
(nl.= 165) 

High Technology 
(n,= 106) 

Utilities 
(n = 39) 

Insurance 
(n = 20) 

* indicates p 
** indicates p 

*** indicates p 
**** indicates p 

Table 42 

Correlation of Extent of Planning with 
Some Contextual Variables 

Environmental Organization 
Uncertainty Size 

.219**** .152** 

.156** .123* 

NS .265** 

.371** NS 

< .10 
< .05 
< .01 
< .001 

Capital 
Intensity 

.189**** 

.156** 

.221*** 

NS 

Divisional 
Structure 

.232**** 

.128* 

NS 

NS 

Degree of 
Diversi
fication 

.154** 

NS 

.220* 

NS 

Market 
Maturity 

.137** 

.182* 

NS 

NS 

..... 
t; 
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Table 44 

Regression Results of Extent of Planning 
on Some Contextual Variables 

High Technology Firms 

Independent 
Variables 

-Environmental Uncertainty 

-Organization Size 

-Capital Intensity 

-Divisional Structure 

-Market Growth Rate 

-Constant 

** indicates p < .05 
*** indicates p < .01 

**** indicates p < .001 
NS indicates not significant 

Estimate 

.047**** 

NS 

.561** 

.453*** 

NS 

3.24**** 

Standard 
Error 

.013 

.247 

.179 

.502 

Full-Model 
Statistics 

Multiple R = .354 

Adj. R2 = .133 

F ratio = 5.62 

n = 106 
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Table 4'5 

Regression Results of F.xtent. of Pla~ning on Some 
. .::~Cetltextual::llar:lables . 

Utilities Companies 

Independent Estimate Standard Full-Model 
Variables Error Statistics 

-Environmental Uncertainty .046** .022 Multiple R = .373 

-Organizational Size NS Adj. R2 = .12 

-Capital Intensity 1.45** .68 F ratio = 4.61 

-Divisional Structure NS n = 39 

-Market Growth Rate 1. 451* .721 

-Constant 3.14**** .898 

* indicates p < .10 
,'e* indicates p < .05 

**'It* indicates p < .001 
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Table 46 

Regression Results of Extent of Planning on Some 
Contextual .. Variables. 

Insurance Companies 

Independent 
Variables 

-Environmental Uncertainty 

-Organizational Size 

-Capital Intensity 

-Divisional Structure 

-Market Growth Rate 

-Cor,l.stant 

** indicates p < .05 
*** indicates p < .01 

NS indicates not significant 

Estimate 

.0675** 

NS 

NS 

NS 

NS 

4.09*** 

Standard 
Error 

.029 

1.31 

_.--_ .. ----

Full-Model 
Statistics 

MUltiple R = .561 

Adj. R2 = .132 

F ratio = 3.11 

n = 20 
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should be noted as shown in these regression tables that 

other contextual variables also explain variance in 

extent of planning. These contextual variables will 

discussed later on in this chapter. In summary, the 

support the predicted relationship that the higher 

environmental uncertainty, the higher the extent 

planning. 

the 

be 

data 

the 

of 

organization Size and Design of strategic Planning Systems: 

The impact of organization size on the design of 

strategic planning systems was predicted in the following 

two hypotheses: 

H3: The larger the size of the firm, the higher the 

extent of strategic planning. 

H4: The larger the size of the firm, the higher the 

probability of having: 

A. larger corporate planning staff; 

B. existence of corporate planning department; 

C. existence of corporate planning committee; 

Correlation analysis in Table 43 shows size (log sales) 

positively and signficantly correlated with extent of 

planning at the 5 percent level. Nontheless, regression 

results in Table 43 shows that the effects of size on extent 

of planning is not significant. These puzzling regression 

results triggered further data analysis into the effects of 

size. Residual analysis showed that the distribution of 

.- .. - --- .... -_ ...... -..... -- -----------



148 

data of the size variable does not meet some regression 

assumptions (e.g. lack of normality). Some corrective 

measures were undertaken such as elimination of outliers and 

some data transformations. After these corrective measures 

were taken, the effects of size on extent of planning was 

still not significant. 

The very fact that extent of planning may be 

perceived as a bureaucratic process suggests that it may be 

strongly associated with the size of the firm (Pugh et al., 

1969; Child, 1973). Had this relationship been very strong, 

one then should expect size to be highly correlated with the 

extent of planning~ Though correlation analysis in Table 42 

shows that size (log sales) correlates with extent of 

planning, all of the regression equations in Tables 43 

through 46 shows a statistically non-significant 

relationship between size and the extent of strategic 

planning. This isolation of the expected effects of size 

indicate that other contextual variables such as 

environmental uncertainty play a major role in explaining 

the variance in the extent of planning. In addition, since 

size was expected to have strong explanatory power in its 

impact on- extent of planning, which it clearly did not 

according to regression results, it is also argued here, 

that the effects of size were loaded or submerged within 

other contextual variables, such as environmental 

-- - -- ----- ---------------
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47 shows that size is 

environmental uncertainty, 

diversification o 
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The correlation matrix in Table 

positively correlated with 

structure, and degree of 

The predicted relationship between size and 

structural characteristics of strategic planning systems is 

strongly supported for parts A and B of the fourth 

hypothesis. Correlation analysis in Table 48 shows 

organization size significantly correlated with size of 

corporate planning staff at p < .001 level in the full

sample. Also, it shows organization size significantly 

correlated with presence and size of corporate planning 

departments at the 5 and 1 percent level respectively in the 

full-sample. The hypothesized relationship between 

organization size and existence of corporate planning 

committees was found to be not significant in correlation 

analysis. The above correlation results were also supported 

in the high technology sub-sample (n = 106). However, in 

the utilities firms sub-sample (n = 39) only size of the 

corporate planning department was significantly correlated 

with organization size. In the insurance firms sub-sample 

(n = 20), both size of corporate planning staff and size of 

corporate planning departments were significantly correlated 

with organization size. 



Or~anizational 
Size 

Capital 
Intensity 

Diversification 

Market Growth 
Rate 

Environmental 
Uncertainty 

Divisional 
Structure 

Table t:J7 

Correlation Matrix of Some Key Contextual Variables 

(n = 165) 

Organization Capital Diversi- Market Environmental 
Size Intensity fication Growth Uncertainty 

Rate 

1.000 

.0518 1.000 
(p = .251) 

.445 .125 1.000 
(p = .000) (p = .054) 

-.015 .0904 -.023 1.000 
(p = .423) (p = .12) (p = .383) 

.359 -.310 .262 -.064 1.000 
(p = .000) (p = .000) (p = .000) (p = .20) 

.330 -.247 .591 -.058 .402 
(p = .000) (p = .001) (p = .000) (p = .23) (p = .000) 

Structure 

1.000 

...... 
VI 
C".> 
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Table 48 

Carr-elation. 9f Org~mization. Size with . Structural 
Characteristics of Planning Systems 

Size of Corporate 
Planning Staff 

Full Sample 
.523**** (n = 165) 

High Technology 
.534**** (n = 106) 

Utilities 
NS (n = 39) 

Insurance 
.634**** (n = 20) 

* indicates p < .10 
** indicates p < .05 

*** indicates p < .01 
**** indicates p < .001 

NS indicates not significant 

Presence of 
Planning 

Department 

.137** 

.128* 

NS 

NS 

Presence of 
Planning 
Committee 

NS 

NS 

NS 

NS 

Size of 
Planning 

Department 

.412**** 

.442**** 

.243* 

.399** 

Size of 
Planning 
Committee 

NS 

NS 

NS 

NS 

~ 
In .... 
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Regression results supported the hypothesized 

relationship between organization size and size of corporate 

planning staff. Table 49 shows that this predicted 

relationship is statistically significant at p < .001 level. 

This result was also supported in the high technology and 

insurance sub-samples (Table 49). All of the three 

regression equations in Table 49 are shown to be 

statistically significant with the proportion of variance in 

size of corporate planning staff explained in each varying 

from .156 in the full-sample to .20 in both high technology 

and insurance sub-samples. Again, note that these 

proportions of variance refer to the full model statistics 

which include some other contextual variables. 

In addition, logit regression confirmed the 

hypothesized relationship between organization size and 

existence of corporate planning departments. Table 50 shows 

that this relationship is positively and· statistically 

significant in the full-sample and in the high technology 

sub-sample. But this relationship was not supported in the 

utilities and insurance sub-samples. Furthermore, data in 

Table 51 shows that logit regression failed to support the 

hypothesized relationship between organization size and 

presence of corporate planning committees. This 

relationship was not supported in either the full-sample or 

in any of the three sub-samples. 



Table 49 

Regression Results of Size of Corporate Planning Staff 
on Organization Size and Divisional Structure 

Independent 
Variables 

Organization Size 

Divisional Structure 

Organization Size 

Divisional Structure 

Organization Size 

Organization Size 

** indicates p < .05 
**** indicates p < .001 

Estimate 

1.91**** 

NS 

2.14**** 

NS 

NS 

1. 98** 

Standard 
Error 

Full-Model 
Statistics 

Full Sample (n = 165) 

.341 Multiple R = .407 
Adj. R2 = .156 
F ratio = 16.2*** 
n = 165 

High Technology (n = 106) 

.409 

Utilities (n = 

Insurance (n = 

.822 

Multiple R = .467 
Adj. R2 = .203 
F ratio = 14.4*** 
n = 106 

39) 

20) 

Multiple R = .494 
Adj. R2 = .202 
F ratio = 5.82 
n = 20 

~ .-- -----~-... --~--~--.-~-------------
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'Table SCi) 

Logit Regression Results of Presence of Corporate Planning 
Department,s on O,rganization:' Size, an'd:'.D'iv;l.siot1.al' Struc.tnre 

Organization Size 

Divisional Structure 

Organization Size 

Divisional Structure 

Organization Size 

Organization Size 

Estimate 

.374 

.472 

.329 

.583 

NS 

NS 

Standard 
Error 

Full Sample (n 

.145 

.213 

High Technology 

.145 

.261 

Utilities (n 

Insurance (n 

Estimate/S.E. 

= 165) 

2.57 

2.21 

(n = 106) 

2.26 

2.23 

= 39) 

= 20) 
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Organization structure and Design of Strategic Planning 
systems: 

The impact of organization structure on design of 

strategic planning systems was predicted in the following 

three hypotheses: 

H6: The extent of strategic planning is higher in 

companies with divisional than those with 

functional structure. 

H6.l:The extent of strategic planning is higher in 

firms with product-related divisional structure 

than that in other types of divisional structure 

(e.g. geographic, product-unrelated, and 

functional). 

H7: Companies with divisional structure will have a 

higher probability of having a corporate planning 

department, a corporate planning committee, and a 

larger corporate planning staff than those 

companies with functional structure. 

organization structure was defined as a binary variable, 

where 1 equals divisional structure, and 0 equals functional 

structure. The full-sample consist of 88 companies with 

divisional structure, 76 companies with functional struclure 

and one missing value. Correlation analysis in Table 42 

supports the hypothesized relationship that extent of 

planning is higher in companies of divisional structure than 

that of functional structure at the one percent level for 



Table 51 

Logit Regression Results of Presence of Corporate Planning 
Committees on Organizational Size and Divisional Structure 

Estimate Standard Estimate/S.E. 
Error 

Full Sample (n = 165) 

-Organizational Size .0133 .066 .201 

-Divisional Structure .083 .183 .451 

High Technology (n = 106) 

-Organizational Size .0198 .077 .254 

-Divisional Structure .136 .324 .419 

156 
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the full-sample and at les,\'; than the ten percent level for 

the high technology sub-sample. Note that this relationship 

was not 

samples 

significant in the utilities and insurance 

because most of these sample companies 

sub

have 

functional structures. 

Regression analysis in Tables 43 and 44 confirmed 

this predicted relationship between organization structure 

and extent of planning. This relationship is statistically 

significant at the one percent level in both the full-sample 

and the high technology sub-sample. The proportion of 

variance in extent of planning explained in each varies from 

.13 in the high technology companies to .14 in the full

sample. 

The impact of organization structure on extent of 

strategic planning was further extended by creating two new 

independent variables. The first investigates the effect of 

product divisional structure on extent of planning in 

relation to other non-product divisional structures such as 

geographic divisional structure and functional structure. 

This variable was defined as 1 for product divisional 

structure and 0 for all other types of divisional 

structures. The second variable enables us to investigate 

the effect of product-related divisional on extent of 

planning in relation to product-unrelated divisional 

structure. Correlation analysis in Table 52 supports the 

----------------
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Table 5°2 

Correlation of Extent of Planning with Structure, Product 
Divisional Structure .. and Product-RelaOted Divisional Storucture 

Total Sample 
en = 165) 

Structure 

.232**** 

Higb te~hnology 
~n =165) .128* 

Utilities 
en = 39) 

Insurance 
en = 20) . 

* indicates 
** indicates 

**** indicates 

NS 

NS 

p < .10 
p < .05 
p < .001 

Product Divisional 
Structure 

NS 

NS 

NS 

NS 

Product-Related 
Divisional Structure 

.3848** 

.3848** 

NS 

NS 
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hypothesized relationship that the extent of planning is 

higher in product-related divisional structure than that in 

product-unrelated divisional structure. However, the 

predicted relationship that extent of planning is higher in 

product divisional structure than that in other types of 

divisional structure was not significant. These correlation 

results were supported by multiple regression results in 

Table 53 at the one percent level and five percent level in 

the full-sample and high technology sub-sample respectively. 

The proportion of variance in extent of strategic planning 

is .137. Note that no regression analysis was done for the 

utilities and insurance sample companies 'because most of 

them have functional structures. 

The hypothesized relationship between divisional 

structure 

planning 

multiple 

that the 

and structural characteristics of strategic 

systems is supported by correlation analysis, 

regression and logit regression. Table 54 shows 

size of corporate planning staff is larger in 

companies of divisional structure than those of functional 

structure as hypothesized. This relationship 

the 5 percent level in 

significant in the 

significant 

but it is 

statistically 

full-sample, 

technology sub-sample. 

at 

not 

Both utilities and insurance 

is 

the 

high 

sub-

samples were not individually used to test this relationship 

because the vast majority of these companies have functional 

------------------
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Table 53 

Regression Results of Extent of Planning on Divisional Structure, 
Product Divisional Structure, and Product-Related Divisional Structure 

-Divisional Structure 

-Product Divisional 
Structure 

-Product-Related 
Divisional Structur& 

-Divisional Structure 

-Product Divisional 
Structure 

-Product-Related 
Divisional Structure 

** indicates p < .05 
**** indicates p < .001 

Estimate Standard 
Error 

Full Sample (n 

.174** .531 

NS 

.543**** .145 

High Technology 

.247*** .112 

NS 

1.127** .544 

NS indicates not significant 

Full-Model 
Statistics 

= 165) 

Multiple R = .382 
Adj. R2 = .137 
F ratio = 13.0** 
n = 165 

(n = 106) 

Multiple R = .382 
Adj. R2 = .137 
F ratio = 13.0** 
n = 106 

-----~----



Table 5Z. 

Correlation of Divisional Structure with Structural 
Characteristics of Planning Systems 

Size of Corporate 
Planning Staff 

Full Sample 
(n = 165) 

High Technology 
(n = 106) 

** indicates p < .05 
*** indicates p < .01 

.152** 

NS 

Presence of 
Planning 

Department 

.183*** 

.2314*** 

Presence of 
Planning 
Committee 

NS 

NS 

Size of 
Planning 

Department 

NS 

NS 

Size of 
Planning 

Committee 

NS 

NS 

...... 
(J\ 
...... 



Table 55 

Correlation of Corporate Planning Department with Some Contextual Variables 

Size Capital Divisional Environment Market 
Intensity Structure Growth 

Rate 

Full Sample .137** .145** .182*** NS NS (n = 165) 

High Technology .128* NS .231*** NS NS (n = 106) 

Utilities NS NS NS NS NS (n = 39) 

Insurance NS .364** NS NS NS 
(n = 20) 

** indicates p < .05 
* indicates p < .10 

*** indicates p < .01 
NS indicates not significant 

Diversi-
fication 

.111* 

NS 

.366** 

NS 

..... 
0-
N 



163 

structures. However, multiple regression analysis in Table 

49 did not support the results of correlation analysis of 

this predicted relationship. Logit regression in Table 50 

supports the hypothesized relationship that corporate 

planning departments have higher probability of being 

present in companies of divisional structure than those of 

functional structure. This relationship was statistically 

significant in both the full-sample and the high technology 

sub-sample. In addition, logit regression in Table 51 did 

not support the predicted relationship that corporate 

planning committees have higher probability of being present 

in companies of divisional structure than those of 

functional structure. This relationship was not supported 

in both of the full-sample and the high technology sub

sample. 

Technology and Design of strategic Planning Systems: 

For purposes of this research, firm technology is 

defined in terms of production processes which involve high 

capital outlay. The impact of technology on the design of 

strategic planning systems was predicted in the following 

hypothesis: 

H8: The extent of strategic planning will tend to be 

higher in companies with high capital intensity 

than those companies with low capital intensity. 
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Correlation analysis in Table 42 supports this hypothesized 

relationship for the full-sample, utilities, and high 

technology sub-samples, but not for the insurance sub-

sample. Furthermore, multiple regression analysis in Tables 

43 through 46 confirms this predicted relationship. 
• ".r-,. 

The 

relationship between capital intensity and extent of 

planning is statistically significant, at the one percent 

level in the full-sample, at the five percent level in the 

high technology sub-sample, and at the five percent level in 

the utilities sub-sample. The proportion of ~ariance in 
, 

extent of planning explained by each model vari'es from .14 

in the full sample to .12 in the utilities sub-sample. This 

relationship was not significant for the insurance sub-

sample as shown in Table 46. 

The Impact of Market Growth Rate on Design of Strategic 
Planning Systems: 

This relationship was predicted in the following 

hypothesis: 

HS: The extent of strategic planning is higher in 

companies whose primary business is in a mature 

market. 

This hypothesized relationship is supported by correlation 

analysis in Table 42 in both the full-sample and the high 

technology sub-sample but it was not significant in both of 

utilities and insurance sub-samples. However, multiple 



regression did not support this hypothesis except in the 

case of the utilities sub-sample and at a low significance 

level (see Table 45). 

Role of the Corporate Planning Staff in the Planning 
Process: 

The role of the corporate planning staff was 

predicted in the following hypothesis: 

H9: The role of the corporate planning staff in the 

planning process is expected to be higher, the 

more unstable the environment, the larger the size 

of the company, when the company's primary 

business is in a mature market and when the 

company is divisionally organized. 

This relationship is partially supported by correlation 

analysis in Table 56. Correlation analysis shows that the 

role of corporate planning staff is higher, the larger the 

size of the company, and when it has a divisional structure. 

The impact of the market growth rate on the role of 

corporate planning staff is significant but in the opposite 

direction. That means, the role of the planning staff is 

higher when the company's primary business is in either a 

growing market or in a declining market. Also, correlation 

analysis shows that the impact of environmental uncertainty 

on the role of corporate planning staff is not significant. 

165 



Table 56 

Correlation of Role of Corporate Planning Staff in the Planning Process 
with Some Contextual Variables 

Environment 

Full Sample NS 
(n = 165) 

High Technology NS (n = 165) 

Utilities NS (n = 39) 

Insurance -.567*** (n = 20) 

* indicates p < .10 
** indicates p < .05 

*** indicates p < .01 
**** indicates p < .001 

NS indicates not significant 

Divisional 
Structure 

.235**** 

.225*** 

Degree of 
Diversi-
fication 

.174** 

.142* 

NS 

NS 

Capital Market 
Intensity Growth 

Rate 

NS -.106* 

NS NS 

NS -.261** 

NS NS 

Size 

.192*** 

.201*** 

NS 

NS 

I-' 
0\ 
0\ 
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**** 
NS 

Table 57 

Regression Results of the Role of Corporate Planning Staff 
on. Somel'Contextual Variables 

Independent 
Variables 

Divisional 
Structure 

Environmental 
Uncertainty 

OlJtg~nizational 
Size 

Market Growth 
Rate 

Constant 

indicates p < 
indicates p < 
indicates p < 

Full Sample 

Estimate 

3.19*** 

-2.62*** 

.841** 

NS 

26.9**** 

.05 

.01 

.001 

Standard 
Error 

.260 

.101 

.390 

3.26 

indicates not significant 

Full-Model 
Statistics 

Multiple R = .~41 
Adj. R2 = .123 
F ratio = 6.34** 
n = 165 
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Table 58 

Regression Results of the Role of Corporate Planning Staff 
on Some Contextual Variables 

High Technology 

Independent Estimate 
Variables 

. Divisional 
2.93** Structure 

Environmental -1. 46* Uncertainty 

Organization 
NS Size 

Market Growth NS Rate 

Constant 24.36**** 

* indicates p < .10 
** indicates p < .05 

**** indicates p < .001 

Standard 
Error 

1.44 

.568 

3.58 

Full-Model 
Statistics 

Multiple R = .292 
Adj. R2 = .095 
F ratio = 4.91** 
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Table 59 

Regression Results of the Role of Corporate Planning Staff 
on Some Contextual Variables 

I!ldependent 
Variables 

Environmental 
Uncertainty 

Market Growth 
Rate 

Organizational 
Size 

Constant 

* indicates p < .10 
*** indicates p < .01 

Estimate 

Insurance 

Standard 
Error 

-1.086*** .401 

NS 

NS 

48.8*** 14.5 

Full-Model 
Statistics 

Multiple R = .62 
Adj. R2 = .235 
F ratio = 24.6* 
n = 20 
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Multiple regression results in Tables 57 through 59 

confirm some of the significant results obtained in 

correlc.tion analysis. Data in Tables 47 and 58 show that 

the relationship between divisional structure and role of 

corporate planning staff is statistically significant at the 

one percent level in the full-sample and at the five percent 

level in the high technology sub-sample. Table 57 shows 

that the relationship between company size and the role of 

the corporate planning staff is statistically significant at 

the five percent level in the full-sample. But this 

relationship. was found not significant in the three sub

samples. Regression results also show that the relationship 

between environmental uncertainty and the role of corporate 

planning staff in the planning process is significant but in 

the opposite direction. 

staff is expected to 

This means that corporate planning 

be more involved in the planning 

process when the environment is stable rather than when it 

is unstable. Finally, none of the independent variables of 

H9 was significant in the case of the utilities sub-sample. 

The Role of the CEO. in the Planning Process: 

The role of the CEO in the planning process was 

predicted in the following hypothesis: 

HIO: The role of the CEO in the planning process is 

expected to be higher, the smaller the size of the 

company, the more unstable the environment, the 



Table .60 

Correlation of the Role of the CEO in the Planning Process with Contextual Variables 

Full S~ple 
(n ~ 165)' 

High Technology 
(n = 106) 

Utilities 
(n =·'39) 

Insurance 
(n = 20) 

** indicates p < .05 
*** indicates p < .01 

Size 

-.215*** 

1.253*** 

NS 

-.424** 

NS indicates not significant 

Environmental 
Uncertainty 

NS 

NS 

NS 

NS 

Capital 
Intensity 

-.157** 

NS 

NS 

NS 

Market 
Growth 

Rate 

-.111** 

NS 

NS 

NS 

Divisional 
Structure 

.316** 

.368** 

NS 

NS 

~ 
........ 
~ 



less mature the market growth rate, the higher the 

capital intensity, and when the company is 

divisionally organized. 

Correlation analysis in Table 60 partially supports this 

hypothesized relationship. Data in Table 60 shows that the 

smaller the size of the company, the higher the involvement 

of the CEO in the planning process. It also shows that the 

less mature market growth rates and the presence of 

divisional structure imply a higher involvement of the CEO 

in the planning process. The relationship between the role 

of the CEO in the planning process and capital intensity is 

significant but in the wrong direction. Finally, the impact 

of environmental uncertainty on the role of the CEO is not 

significant according to correlation analysis. 

Multiple regression analysis in Tables 61 through 

63 confirms some of the results obtained in correlation 

analysis. The hypothesized relationship between company 

size and role of the CEO in the planning process is 

statistically significant at the one percent level in both 

the full-sample (n = 165) and in the high technology sub

sample (n = 106). This relationship is also significant at 

the five percent level in the insurance sub-sample (n = 20). 

In addition, the hypothesized relationship between 

divisional structure and role of the CEO in the planning 

process is statistically significant at the five percent 

.. -.-- ._---_. - -.-. -_ .. -- ~ ---- -- - -----~----------
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Table 61 

"Regression Results of the Role of the "CEO 
in the Planning Process with Some Contextual Variables 

Independent 
Variables 

Organization 
Size 

Divisional 
Structure 

Environmental 
Uncertainty 

Market Growth 
Rate 

Capital 
Intensity 

Constant 

indicates p < 
indicates p < 
indicates p < 

Full Sample 

Estimate 

-.722*** 

1.40** 

NS 

NS 

NS 

28.31**** 

.05 

.01 

.001 

Standard 
Error 

.245 

.63 

3.23 

Full-Model 
Statistics 

Multiple R = .331 
Adj. R2 = .132 
F ratio = 6.511** 
n = 165 
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Table 62 

Regression Results of the Role of the CEO 
in the Planning Process with Contextual Variables 

Independent 
Variables 

Organizational 
Size 

Divisional 
Structure 

Environmental 
Uncertainty 

Capital 
Intensity 

Market Growth 
Rate 

Constant 

indicates p < 
indicates p < 
indicates p < 

High Technology 

Estimate 

-.812*** 

1.977** 

NS 

NS 

NS 

27.8**** 

.05 

.01 

.001 

Standard 
Error 

.300 

.945 

2.71 

Full-Model 
Statistics 

Multiple R = .353 
Adj. R2 = .124 
F ratio = 7.14** 
n = 106 
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Table 63 

Regression Results of the Role of the CEO 
in the Planning Process with Contextual Variables 

Independent 
Variables 

Organization 
Size 

Environmental 
Uncertainty 

Market Growth 
Rate 

Capital 
Intensity 

* indicates p < .10 
** indicates p < .05 

Estimate 

-1.117** 

NS 

NS 

NS 

Insurance 

Standard 
Error 

.481 

Full-Model 
Statistics 

Multiple R = .32 
Adj. R2 = .081 
F ratio = 3.21** 
n = 20 
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level in both the full-sample and the high technology sub

sample. The impact of environmental uncertainty, capital 

intensity, and market growth rate on the role of the CEO in 

the strategic planning process were not significant in 

neither the full-sample nor in any of the sub-samples. 



A Path Analysis of Extent of strate~ic.Planning 
and Its structural Characterlstlcs 

The purpose of this path analysis is to further 

understand the relationships among extent of strategic 

planning and its structural characteristics, their 

relationship to elements of organization size (log sales), 

organization structure, environmental uncertainty, firm 

technology (as defined in terms of capital intensity), and 

market growth rate. 

In all path analyses, two sets of assumptions ~re 

required: 1) at least a weak causal ordering among the 

variables, and 2) causal closure. The causal ordering among 

the variables of this path analyses was justified in the 

theory part of this research (see Chapter 3)0 In addition 

correlation and regression analysis in this chapter showed 

these exogenous variables to be statistically significant 

with extent of planning and its structural characteristics. 

In brief, the assumption of weQk causal ordering is tenable 

in this research situation. The second general assumption 

of causal closure required for path analysis is justified on 

the grounds that the known weak causal ordering may be due 

(1) solely to causal dependence of any two variables in the 

model (e.g. impact of size of planning staff on existence of 

a planning department), 2) to their mutual dependence on 

some outside variables, or to the combination of 1) and 2) 
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(Duncan, 1977). The assumption about causal order is 

explicitly represented by the direction of the arrow in 

Figure 1 (see Chapter 3), and the assumption of closure is 

explicitly indicated by the absence of connecting lines 

between the exogenous variables and other unknown latent 

variables in Figure 1. 

For purposes of this path analysis, structural 

characteristics of strategic planning systems are 

represented in three elements: 1) existence of corporate 

planni.ng departments, 2) existence of corporate planning 

committee, and 3) size of corporate planning staff. 

Organizational structure has been represented as a dummy 

variable which reflects the differential influence of 

divisional structures on extent of planning and its 

structural characteristics (divisional structure = 1, all 

other structures = 0). Market growth rate is also 

represented as a dummy variable which reflects the 

differential influence of mature markets on extent of 

planning and its structural characteristics (mature market = 

1, declining and growing markets = 0). While all paths 

implied by the sets of relationships in Figure 1 were 

examined, only those statistically significant at the .05 

level were examined using LISREL as shown in Figure 19. 

Some important results are derived from this path 

analysis (see Figure 19). The extent of strategic planning 



Environmental 
Uncertainty 

of 

Organization 
Size 

Structure 

Capital 
Intensity 

Market 
Maturity Planning 

Committee 

Whole Model Statistics: 

Cpefficient of Determination For Structural Equations = .542 
Chi-square ~th 10 degrees of freedom is 4.98 (p ~ .893) 
Adjusted goodness of fit index is .97 'II. P .01 

'II P .05 
(N = 165) 

Fig. 19. Path Analysis Of Extent Of Strategic 
Planning And Its Structural Characteristics. 
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is strongly associated (p < .01) with level of environmental 

uncertainty. Organization size and capital intensity are 

also associated (p < .05) with the extent of planning. It 

is interesting to notice that the previous significant 

relationship between divisional structure and extent of 

planning (obtained in correlation and regression analysis) 

disappears in this path analysis. It is also interesting to 

notice that the previous non-significant relationship 

between organization size and extent of planning (obtained 

in regression analysis) is shown to be significant in path 

analysis. In addition, all of the independent variables, 

except capital intensity, are shown to be significantly 

associated with one or more of the three elements of the 

structural characteristics of strategic planning systems. 

Taken together all these variables account for 54% of the 

variation in the extent of strategic planning and its 

structural characteristics as measured by the coefficient of 

determination of the structural equations. Finally, the 

characteristics of the relevant contextual variables do not 

only exert an indirect influence on the structural 

characteristics of strategic planning systems via the extent 

of planning but are also correlated directly with them. 
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Summary 

In this chapter a survey of strategic planning 

systems was provided. This survey updated our understanding 

on the following issues: planning horizon of long-range 

plans, age of planning systems, organizational structure of 

the planning function, components of the planning process, 

role of the corporate planning staff, and role of the CEO in 

the planning process. 

In addition, in part two of this chapter, this 

study's hypotheses were tested. The results provided some 

new knowledge about the design and practice of strategic 

planning. In general, the findings showed that organization 

environment~ organization technology, organization 

structure, and organization size influence the design and 

-practice of strategic planning systems. Furthermore, these 

contextual variables were also found to influence the role 

played by both corporate planning staff and CEOs in the 

planning process. 



CHAPTER 5 

Discussion and Conclusions 

The purpose of this research is to develop some 

meaningful and concrete conclusions concerning the design of 

strategic planning systems. These conclusions are based on 

a mix of descriptive and explanatory data. 

Organization theorists emphasize that organizations 

must adapt to their environment if they are to remain viable 

(Duncan, 1972). As it was discussed before, these theorists 

have extensively studied the impact of the environment on 

organizational processes. Some of them emphasized the need 

for organizations to adapt flexibly to or to buffer 

increasingly turbulent environmental conditions. In this 

regard, Child (1972) argued that different environmental 

conditions require different types of organizational 

accommodations for a high level of performance to be 

achieved. Similarly, Lawrence and Lorsch (1967) argued that 

different organizational units faced different sub

environments and that, for instance, the environment of a 

production department was very different from that faced by 

or research departmen1:s. Thus, it is expected marketing 

that each sub-unit would develop a structure matching its 

own sub-environment. 
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The findings of this research provides additional 

support to organization theorists and their emphasis on the 

link between the organization and its environment. This 

study investigates the impact of the organization 

environment and its uncertainties on the design of strategic 

planning systems. This relationship was first initiated by 

McCaskey (1974) in his proposed planning theory. McCaskey 

raised some conceptual issues concerning the relationship 

between strategic planning and its environment but he failed 

to test empirically the planning theory that he proposed. 

He identified two typ~s of planning: planning with goals 

and directional planning. In' the first mode of planning, 

plans should be formally prepared and should be to the 

fullest possible extent objective, factual, and realistic. 

In the second type of planning, instead of specifying 

concrete, measurable goals, planning here is directional, 

and the direction is determined intrinsically without 

reference to specific goals. McCaskey concluded his 

argument by pointing out that directional planning is 

appropriate when the environment is unstable and uncertain. 

This study operationalized and extended McCaskey's 

theory of planning. McCaskey's theory predicted that the 

organization environment will affect the type of strategic 

goals the company chooses (in terms of being either specific 

or directional goals). This research hypothesized that 

••.• ___ ••. _____ ••• _... .. ...... _._ ..... __ .00, ._ ........ ______________ _ 



uncertainty of the environment importantly influences other 

design parameters (in addition to characteristics of goals) 

in strategic planning systems such as: linkage between 

budgets and pl~ns, and time horizon of the long-~ange plan. 

The linkage between budgets and plans refers to the content 

linkage which relates to the correspondence between the data 

presented in the plan document and that presented in the 

budget. In addition, I argued earlier (see Chapter 3) that 

the length of time of the planning horizon is affected by 

two variable~. First, how fast are events occurring that 

can alter the balance of the firm's activities, and in 

particular, how rapidly is the environment changing. 

Second, what leaq time is required to react to changes? The 

longer the reaction time, the longer planning horizon must 

be. Hence, it is reasonable to consider reaction time as a 

function of 

environment. 

the degree of the certainty of 

Thus, I hypothesized that 

the firm's 

degree of 

environmental uncertainty will influence the above three 

design parameters in strategic planning systems. Findings 

of this study (see Table 41 in Chapter 4) indicate that 

under unstable environments, goals are set to be non

specific, linkage between budgets and plans is general 

rather than a close one, and long-range plans have shorter 

time horizon. These findings provide an empirical support 

to McCaskey's theory of planning and it provides a strong 
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support to the line of environmental research in a new 

territory as it relates environmental uncertainty to design 

of strategic planning systems. Thus, it is evident from the 

results of this research that environmental uncertainty, as 

measured in this study, does have an impact on some aspects 

of strategic planning practices. A more flexible planning 

system will tend to be found in companies operating in 

turbulent environments. These flexible systems are exp,ected 

to provide an alignment between the company and its 

environment. 

Apart from the impact of the environment on some 

design parameters of strategic planning systems, it must be 

emphasized that in~reasing environmental uncertainty seems 

to increase the need for strategic planning. A company will 

be more compelled to form new objectives, strategies, and 

policies oriented towards the future the less it is able to 

react ad hoc to unexpected environmental changes and the 

more costly later adaptation to environmental change will be 

(Thompson, 1967). under these circumstances, a company is 

increasingly led to absorb the uncertainty resulting from 

the environment by anticipating, as far as possible, the 

long range future developments, and adapting to the long 

term situation by new strategies. The findings of this 

study showed that the higher the degree of environmental 

uncertainty, the higher the intensity of strategic planning. 
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Thus, this study provided two opposing findings in regard to 

the impact of the environment on design of strategic 

planning systems. The first set of findings showed that 

high environmental uncertainty will restrict the possibility 

of forecasting long range developments. This results in 

having a shorter planning horizon of long range plans under 

these circumstances (HI). At the same time, the second set 

of findings showed that the higher the level of 

environmental uncertainty the higher the extent of planning 

(H2). Therefore, the need and the possibility of strategic 

planning are diametrically opposed. Whereas the increasing 

environmental uncertainty seems to increase the need for 

strategic planning, its execution in terms of planning 

horizon will at the same time be made more difficult. An 

increase in environmental uncertainty would thus have an 

obstructing influence on the planning horizon of a long

range plan, and a positive influence on the intensity of 

planning. Figure 20 depicts the type of relationships 

that are found to exist between environmental uncertainty 

and some design parameters of strategic planning systems. 

In general, the literature on size supports the view 

that the larger the organization, the greater the need for 

coordination and integration (Pugh et al., 1969; Child, 

1973). For instance, when a company is small the total 

corporate coordination is relatively simple and effective; 



,! 

High 

FIGURE 20 

IMPACT OF THE ENVIRONMENT ON DESIGN 
OF STRATEGIC PLANNING SYSTEMS 

Environmental Uncertainty 

Low 

Planning Horizon 

-. 
Extent of Planning 

Fig. 20. Impact of the environment on design 
of strategic planning systems. 
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as the firm grows, it is more and more time-consuming for 

top management to perform this function unaided; a gradual 

evaluation to more formalized handling of this 

responsibility is to be expectede Size of operations and 

product diversifications create problems of extended chains 

of communications, separation of head office from subsidiary 

business operations and diversity induced complexity 

respectively (Chandler, 1962; Williamson, 1970; Child, 

1977). Moreover, these problems may be compounded because 

size, divisionalization, geographical spread, and product 

diversity tend to come together (Gringer, Al-Bazzos and 

Ardekani, 1980). In this study, the role of strategic 

planning is hypothesized and perceived as a means of 

integrating and controlling the company's activities. 

Findings obtained through corelation and path analysis 

strongly supports the relationship between company size and 

extent of strategic planning. In addition, these findings 

also support a strong relationship between company size and 

structural characteristics of strategic planning systems 

such as: existence and size of corporate planning 

department, and existence and size of corporate planning 

staff. As it was discussed (Chapter 4), regression analysis 

did not support the hypothesized relationship between 

company size and extent of planning. This unexpected result 

could be a result of two factors. The first factor refers 
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to the fact that the correlation matrix (Table 47) showed 

size to be moderately correlated with environmental 

uncertainty and structure (.36 and .33 respectively). Some 

remedial procedures were undertaken to decrease the effect 

of multi-collinearity between size and other contextual 

variables, but the results were still not significant. The 

second factor behind the lost expected explanatory power of 

size in 

analysis 

submerged 

its impact on extent of planning in regression 

could be that the effects of size were loaded or 

within other contextual variables such as 

environmental uncertainty and organization structure. 

results of path analysis supports this second 

path analysis showed positive and significant 

Indeed, the 

conjecture. 

effect of size 

characteristics. 

on extent of planning and its structural 

The impact of organization structure on design of 

strategic planning systems is supported ·as is evidenced by 

the findings of this study. These results support the 

prediction that firms of divisional structure are in a 

greater need for coordination and control of multiple 

product lines than those firms of functional structure. 

Firms of divisional form, in particular, product related 

divisions need to achieve synergy via strategic coordination 

which depends on the possibility of sharing programs, and 

costs among products within the division and among 
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divisions. In this regard, strategic planning acts as a 

tool of planned change, and its integrative function is 

realized in that the objectives, strategies, and policies 

described in the long-range plans form a common basis of 

action of company membe.rs. Similar arguments could be 

provided to justify the significant findings that extent of 

planning is higher in product-related divisional structures 

than that of product-unrelated divisional structures. In 

addition, findings concerning the relationship between 

organization structure and design of strategic planning 

systems supported my earlier argument (Chapter 3) that the 

trend to more decentralization of company operations 

fostered the development of a formal structure for strategic 

planning. A formal structure is required to coordinate and 

relate the decentralization of corporate activities among 

many relatively autonomous and functionally integrated 

divisions. The findings showed significant ~elationships 

between divisional structure and existence of corporate 

planning department, existence of corporate planning 

committee, 

staff. 

structure 

and existence and size of 

Hence, 

exert 

the characteristics 

an influence on 

corporate planning 

of organizational 

the structural 

characteristics 

NI:!vertheless, 

adjusting the 

of strategic planning systems. 

it should be emphasized that the process of 

basic organizational structure of planning 

------ ----- ---- -------.--_._-----------
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systems should be distinguished from ad-hoc organizing. 

This basic restructuring is to facilitate the development 

and implementation of the long term directions of the 

business of the organization, and allows for proper 

decentralized authority and accountability at all levels of 

the organization structure. 

Findings concerning the impact of technology on 

design of strategic planning systems were supported in 

correlation analysis, regression analysis, and in path 

analysis. The underlying assumption here is that if the 

company possesses a production technology involving a high 

capital outlay which could only be transferred to other 

purposes in the long term, a stronger orientation towards 

long range planning becomes necessary. The fact that the 

impact of technology on extent of planning is supported for 

both utilities and high technology firms, but it is not 

supported for insurance firms, confirms the above 

assumption. Insurance companies are known for their very 

low capital outlay. These findings also support the 

assumption that the long-term commitment of these resources 

forces management to do more planning. In this regard, one 

may argue that high capital intensity creates a predicament 

in which unpredictable changes in the environment constitute 

considerable risks and adverse risks effects in that ad hoc 

change cannot be realized but at a high cost. According to 

-- ......... _._-----
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Thompson (1967) the technical core system is to be protected 

from uncertainties by anticipating future developments 

adjusting production facilities to them. 

and 

The impact of market growth rate on 

strategic planning systems is partially 

design of 

supported. 

Correlation analysis showed positive correlation between 

market maturity and extent of planning. But regression 

analysis failed to confirm this relationship except for 

utilities firms. Path analysis showed significant 

relationships between market maturity, existence of planning 

department and size of planning staff. The assumption that 

markets become more competitive in mature markets (due to 

saturation of markets and excess capacity) raises the 

question that this increased competitiveness may be 

accounted by the environmental uncertainty variable. It is 

reasonable to expect the level of environmental uncertainty 

to increase when markets stop growing. Hence, environmental 

uncertainty may act as an intervening variable between 

market maturity and extent of planning. 

Findings concerning the role of the corporate 

planning staff are surprising since they contradict some 

well established notions about the role of corporate 

planning staff. These findings point out that this role is 

higher, the larger the size of the company, the less 

uncertain the environment, and when the company has 

~~ ~" -.- --- ------
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divisional structure. Though I hypothesized that the role 

of the corporate planning staff is higher, the more 

uncertain the environment, the findings suggested the 

opposite direction. This may suggest that line managers 

assume more responsibility of corporate planning when the 

environment is uncertain. These findings also suggest that 

it is doubtful that there is an appropriate universal role 

for the corporate planning staff. 

The findings that the role of the corporate planning 

staff is higher when the company has a divisional structure 

rather than a functional structure contradicts what has been 

suggested by Lorange and Vancil (1977). Lorange and vancil 

suggested that the corporate planning staff task is sharply 

different in corporations organized by product divisions vs. 

those organized by functions. They indicate that in the 

latter case the corporate planning staff can have a vital 

hand in coordinating the integration of interrelated 

functions and articulation of a business plan, whereas in 

the former, these jobs are performed by managers in the 

divisions. Though there have been a number of extensive 

descriptive studies in the past (e.g. Chandler, 1962) on 

differences between divisionalized nnd functionally 

organized companies, which support the Vancil position, this 

study's findings point to a changed, and generally a more 

important role for the corporate planning staff in 

-----------_ .... _- ... 
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divisionally organized companies than in those functionally 

organized. However, it should be pointed out that there are 

some other variables which account for differences in role 

of corporate planning staff such as: type of industry, 

personal characteristics of the head of the corporate 

planning staff, and the chief executive's management style. 

Differences accounted for by type of industry was provided 

in the descriptive analysis section of this study. 

officer 

higher 

Findings concerning the role of the chief executive 

in the planning process point out that this role is 

the smaller the size of the company and when the 

company is divisionally organized. The relationship between 

company size and role of the CEO is a reasonable one, since 

one should expect a higher degree of delegation of authority 

by the CEO when the company grows larger. within the 

planning process the chief executive may delegate 

responsibility for the stages of systematic decision making. 

stages commonly includ'ed are ini tiating the reviews of 

strategy or triggering the corporate planning cycle, 

generating alternatives for consideration, evaluating these, 

making or authorizing the choice between them, and 

monitoring and controlling implementation. In general, 

strategic planning has been used to foster decentralization 

among large corporations. The development of a strategic 

planning process and the periodic repositioning of the 
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overall organization have facilitated, or have been 

explicitly used to facilitate the delegation of authority to 

more manageable units of the organization. The relationship 

between divisional structure and the role of the CEO is in 

accordance with the argument emphasized earlier which 

suggests that there is a great need for integration and 

coordination in divisionally organized companies. 

one· should expect a higher involvement of the CEO 

planning process in such companies. 

Hence, 

in the 

In general, this study's findings point out that a 

number of contextual variables affect the context .and the 

extent of the strategic planning process. Thus, design of 

strategic planning systems could be reasonably analyzed in 

terms of five contingent dimensions: level of 

unpredictability of environmental change; organization size; 

organization structure; organization technology defined in 

terms of produc·tion processes which involve high capi tal 

outlay; and market growth rate. In addition, other strong 

relationships between some contextual variables and role of 

CEOs and corporate planning staff suggested that the scope 

and involvement of CEOs and planning staff are contingent 

upon those variables. Finally, the reported relationships 

are all consistent with hypotheses based on the concepts of, 

first, strategic planning as a more general integrative 

device and, secondly as a proactive or rapidly reactive 



mechanism to reduce environmental uncertainty and meet 

threats to the core technology. 

This study makes several important contributions to 

the present understanding of strategic planning systems and 

their role in organizations. The contingency approach 

developed in this research provides several contributions. 

First, the pattern of relationships found in this study 

suggests a more elegant contingency approach for designing 

strategic planning systems. This approach indicates that 

specific design parameters of planni?g systems are 

predominantly an appropriate response toithe more limited 

sets of contextual characteristics. Thus this research does 

not only lie in the realm of a descriptiye theory of 

strategic planning but also in the realm of a normative 

theory. That is, this research does not only provide "what 

is" the state of knowledge in the design and practice of 

strategic planning systems but also "what should that design 

and practice be". Second, the findings of this study 

increases our understanding of contingency-based strategic 

planning systems design. Several generalizations emerged 

from this study. These generalizations revealed general 

patterns of influence of contextual variables on planning 

parameters. The consistency between results for the 

hypothesized relationships suggests that if a direction of 

causation is to be assumed, it would seem reasonable to 

--- ----------
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suppose that it is primarily from contextual to 

variables. Third, this study continued the 

environmental research as it relates to 
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planning 

line of 

perceived 

environmental uncertainty and strategic planning systems. 

Two studies (Boulton et al., 1982; and . Jarridan, 1984) 

attempted to establish a relationship between the extent of 

formal planning and management's perceived uncertainty, 

however, both found no clear relationship. The finding of 

this study strongly supports th~s relationship. Fourth, 

this study provides the first empirical support for 

McCaskey's (1974) contingency theory of planning in which he 

has sought to link various characteristics of formal 

planning processes to various characteristics of the 

organization environment. Finally, this study links 

research between strategic management and organization 

theory. There is an increasing trend to linking variables 

from strategic management with variables from other 

disciplines (e.g. organization theory and economics). The 

need for such a link has been strongly stressed in the 

literature (Porter M., 1980; Biggadike, E., 1981; and 

Jemison, D., 1981). 

As is typical of research in organizations, this 

study has several limitations that should be discussed. 

First, the scope of this study is somewhat limited. 

The companies participating in this research range in 
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revenue from $102 million to $40 billion. Therefore, this 

is m~in1y a study of strategic planning in large-sized 

companies in the u.s. In addition, the scope is limited in 

terms of type of industry. The sample companies represent 

three major industries: 

technology. Thus, the 

utilities, insurance, and high 

findings of this study could be 

generalized only to companies in these three industries. 

The second limitation has to do with the sample of 

the participants; it is not a random sample. This poses a 

problem since this is a study in the context of verification 

and to a less extent in the context of discovery. However, 

since the size of the sample (174 participants) is somewhat 

large and the response rate is high (43.5%), the findings 

are believed to be generalizable, at least over large-sized 

companies in three major industries. Though the 

rate of participants in this study is somewhat high, 

response 

it is 

suspected that there is a reason for lack of a much higher 

response rate. The focus of this study 

planning. A few organizations simply felt 

is strategic 

uneasy about 

exposing this sensitive aspect of their operations. This 

issue can not be documented by any evidence but was brought 

up during informed telephone conversations with the chief 

planning officers at a few of the corporations which 

declined the offer to particpate in this project. 



Finally, one problem with all planning theory is 

that it is only a partial explanation (Engelhoff, W., 1985). 

Hogarth and Makridakis (1981) point out that planning "may 

perform many, often conflicting, manifest and latent 

functions ••• " This implies that studies and findings at the 

population level are likely to be fairly weak and that 

consistency across tests rather than strength is the best 

indicator of a meaningful relationship. However, while only 

a partial explanation of strategic planning in 

organizations, the contingency approach developed in· this 

study attempts to be a meaningful contribution toward a more 

comprehensive understanding of this organizational 

phenomenon. 

This study provides the basis for several 

interesting future studies. One area to be examined is the 

question of whether the strategic planning process is 

primarily an analytical/conceptual process or whether it is 

primarily a social/political process or whether it is some 

balanced combination of both. 

Another area for future research is to determine 

what influence do contextual variables (e.g. organization 

structure) have on the strategic planning process in terms 

of being primarily an analytical/conceptual process or 

primarily a social/political process. 
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A third area for future research is to determine to 

what extent the practice of strategic planning affects both 

the internal environment and the external environment of a 

company. 

A final area for future research is to determine if 

age of the planning system affects the practice and degree 

of formality of the strategic planning process. 

Summary 

This dissertation is a report on a research project 

involving 174 large-sized companies in the u.S. While based 

on a limited sample, it does make some important 

contributions to the academicians and the practitioners in 

the field of strategic planning. 

The findings of this study showed that the design of 

strategic planning systems is strongly influenced by five 

contingent variables: level of unpredi~tability of 

environmental change, organization size, organization 

structure, organization technology, and market growth rate. 

They also showed that the role of the chief executive 

officer and the corporate planning staff in the planning 

process 

Finally, 

is contingent upon those contextual 

these findings showed several of 

variables. 

the well 

established assumptions about the design of planning systems 

taken for granted in previous research to be of doubtful 

nature. 
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APPENDIX A: QUESTIONNAIRE 



QUBSTIONNATRB 

f.Al1' I 

(1). Doe. your coapaay prep8re written lona-ran,e plan.7 

Ye. 
No --

If your an.w.r i • .ye.-. pl.a •• proceed to Que.tion No.3. 
If your an.wer i. -No·. pl •••• an.wer only Qu.ation No. 2 
in tbia Pan. and all of Part II iD tbioa questionnaire. 

(2). Why do you think,your company doe. not hav. long-range planningl 

(3). What is the time horizon of your company'. long-range plan.l 

1 Year 
2 Years 
3 Year. 
4 Yean 
S Year. 
6 Years 
7 Y.ars 

Over 7 Years 

-
-

Other (Ple ••• a;;crfy) 

(4). In what y.ar did your company .tart p~.paring long range planal 
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,I 

. :. 

; 

(5). Which of the following planning unita are preaent in your company. 
and what 18 the .ize (no. of employ.e.) of each where applicable? 

6. 

7. 

a. 
b. 
c. 
d. 

e. 

Corporate Planning Department 
Corporate Planning Committee 
Corporate Planning Staff 
PlanninS Committ.e UDder 
Corporat. Hanas_nt 
Plannins Staff under 
Corporat. Management 
None of the Above 

-

f. 
g. Other (Pl.... Specify)' ____________ _ 

~t i. the number of full-time employe •• a.dgned .ol.ly to 
corporat. Ions-range plannins efforts? 

None 
1 - 5 
6 - 10 -

11-15 
"16 - 20 
21 - SO -
Over SO -

What ia the contribution of the planning ataff in your company 
e.ch of the planning duties liated below? Plea.. circle the 
appropriate number. 

for 
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little 1 2 3 4 S substantial 

- Formulation of Planning Guidelin •• 1 2 3 4 S 

- Develop Planning Proco.a 1 2 3 4 S 

- Identify Alternative Corporate Goals 1 2 l 4 S 

- Help Top MAnagement in identifying 1 2 3 4 S 
Corporate Goala 

- Help Diviaional Kanag.rs identify 1 2 3 4 S 
Diviaional Goala 

- Conaolidate Diviaional Plana 1 2 3 4 5 

- Coordin4te the Planning Effort 1 2 l 4 S 
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8. Yhich of the following deci.ion are.. are conaidered in your long-range 
pl8DDing'l 

-
-
-

( 1) 
( 2) 
( 3) 
( 4) 
( ') 
( 6) 
( 7) 
( 8) 
( g) 
(10) 
(11) 
(12) 

Capacity Ezpan.ion 
Iavestmant Planning 
Capital Spending 
Sal.s Forecasting 
DiversificationCa) 
Caah Req,uireMntB 
llanag_ent Personnel Heeda 
a.aearch & Developm.nt 
Production Planning 
Corporate Acquisition 
Hew Product Dev.lopaane 
Advertising and Other KIlrketing Activities 

9. Haw frequently doea your ca.pany formulate long-range plans? 

frequency!!!!!! Preparation 

Quarterly 
Semi-Anually 
ADnually 
A. Heeded 

10. HoW fr.quently doe. your coapany review ita long-range plana? 

frequ.ncy!!!!!! Reviaion 

Quart.rly 
Semi-Anually 
Annually 
M Heeded 
H..,er 

11. Do •• your firm ua. any outaide conaultants to a.sist in the long-range 
planning proc.ss? 

Ye. 
No 

If the anav.r ia -r •••• which of the following ia the primary aource 
of consul tanta? 

Consulting Firma. 

Individual Consultants. 
Ce.s •• Univ.rsity Profe.aors) 



12. ,; What 18 ~ role of your c:azpny's em in each of the following steps 
. in the planning precess? Please circle the a;prcpriate mm!:Ier.) 

lIaat inyplyed 1 2 3 .. 5 .im:¥ inyolvgd 

a. roaulating C'.Orpcrat:e goals 1 2 3 .. 5 

b. O::mIImicating the goals to lower 1 2 3 .. 5 
level eapl.oyees 

c. Cewlcping long-range plans far 1 2 3 .. 5 
cU.visicns 

d. PrOYicting guidance to cJivisiCXl 1 2 3 .. 5 
lIIIMgers 

e. Ga.iJU.ng the managers CCDDibrent 1 2 3 .. 5 
to pl.anning 

f. Evaluating the plans produced by 1 2 3 .. 5 
cU. vision lIIImIlgers 

13. Bow would you characterize tbe goals and Qbjectives of ycur c:arpany's 
long-range pl.anning? 

bighly spesific 1 2 3 .. 5 bjghly gene'al 
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14. Does your ~. s long-range planning ccntain detailed plans and bUdgets 
which are used to achieve the goals and objectives of the long-range plan? 
(Please note that detailed plans refer to specific plan:a such as hwtan 
resources, product develqm!nt planning, etc.) 

Yes 

No 

15. The l.inkage between bUdgets and plans in ycur long-range planning can 
be described as: 
<Linkaqe here refers to the correspondence between the data presented 
in the plan document and tbat presented in the budget.) 

(1) Clcse Linkage 

(2) General Linkage 

--- ..... _ ... - .. __ . __ ._-------------
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16. Do your lons-raDS. plana cont.in pro-forma financial .tat ... nta7 

-
No 

17. Do.. the rm.ion proc... of your lema-r.ftS. p1.n. :i.nc1ud. prOf:KUreS 
for andcipatiDg .nd d.tec1::f.ng diffuenc •• bUnen th. plan anei .c1:Wll 
p.rfo~nc.. aDd to. .. ana for correc1:iDg th... diff.renc •• 7 

T •• 

No 

18. Which of 1:he follaviDg quautified obj.c1:ivfl.s do •• your company'. 
10na-rang. plan includ.7 

(1) Sal •• Grow1:h 
(2) lla1:Urn on Inv •• tment 
(3) Capi1:a1 Grov1:h 
(4) Share of the Hark.t 
(5) Ca.h 110w 
(6) Gro •• Rev.nue. 
(7) Ot~.r (pl •••• specify) 

19. Pl •••• rat •• ach of 1:h. following faC1:or. a. to how important they are 
iD terma of th.ir .ff.e1: au your long-rang. planning proee •• 7 
(Pl •••• circ1. the ap~ropriate number.) 

!!!!! im20rtant 1 2 3 4 5 !!!Z iIll2Or1:8nt: 

- Polided con.id.rations I 2 3 4 5 

- Competitive eon8i~.r.1:ion. I 2 3 4 5 

- Technological con.id.ration. I 2 3 4 5 

- Economic conaid.r.1:ion. I 2 3 4 5 

- Social conaid.ra1:ion. I 2 3 4 5 

20. Haw would you char.c1:.rize the corporate planning system in your company? 
(P1e ••• circl. the appropriate numb.r.) 

Highly 
l!'ormal 

I 

Formal 

2 

Hedium 

3 

Somewhat 
Informal 

4 

v.ry 
Informal 
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III tlda HCtiCllll tbe focu .ill be OD your coapUlJ's an.rODllat. Pl.... cirl. 
dae DUIIb.r OD dae scale that but repr .... u your judaaeut uout each .-pact 
d the cc.p...,.'. ~t. III q1IUtiCllll (5). for -eap1C1:1. pl .... circl. 1 
U JOU1" aukeU an ...,. .......... cizcle 5 if tbeJ an ".1:7 beteroacaeowt. 
If Deither tIft~ Z8p1"M8llU yOU' juda-t. circle _ appropriAte aa.b.r ill 
betweea. cOlUlideri.D& dae di8tac.. fre. dae de8cripti0D8 at both atreaea GlCl. 
if -7. at aUpoilat. 

(1). The primary IUrk.U that you .. n. ar. generally: 

not competitive 1 2 3 4 5 very cODpetitive 
(e.g •• ca.petftors l1ve fn 

placeful coexistence) 

(2). In the primary induatry (or industries) that you compete in. the 
frequency of new product introductions is generally: 

very low 1 2 3 4 5 very high 

(3). In the primary industry (or induatrie.). your company's competing in 
tecbnoloaical innovations is generally: 

infrequent 1 2 3 4 S fntquent 

(4). In the primary industry (or industries) that your company aerves. the 
frequency of unpredictable changes in demand is: 

very low 1 2 3 4 S very hfgh 

~). The markets that you .ene are: 

very homogeneous 
(e.g., a single fndifferenfated 

.. rket and very similar customers) 

1 2 3 4 
t 

mixed 

S very heterogeneous 
(e.g., I great dfvers1ty of 
larkets, types of customers, etc.) 



(6). The degre. of aazk.t ,ravth rat. iD your primary bU8iD ••• iI: 

declining 1 2 3 4 5 fast growfng 
t 

_tUN _rket 
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( 7). The producdOll ad marketiDg operatioDs of your COIDpa!lY are geographically: 

'.lery concentrated 1 
(e.g., fn a single 

regfon of the U.S.) 

2 3 4 5 very widely dispersed 
(e.g •• global both in 
production and .. rketing) 

(8). lzi.tiD, relatiooahip. with major suppliers ad subcontractors impose: 

very .tnor conltraints 1 
. on future plans 

2 3 4 5 very restrictive contraints 
on future plans 

(9). Ezi.tiD, relatiooahip. with major distributors aDd customers impose: 

very minor constraints 
on future plans 

1 2 3 4 5 very restrictive constraints 
on future plans 

(10). The impact of governmeDt regulatioDS aDd policies OD your company's 
primary busiDess produce.: 

very .tnor constraints 
on future plans 

1 2 .3 4 5 very restrictive contraints 
on future plans 
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