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. ABSTRACT

AN

. . ;oo :
. This thesis studies firm size, firm géowth”and-firm .
growth: variability in relationship *to formalized long range ~i~\~,
strategic plannlng The analysis indicated -the existence qf
agsociations’ between long range strategic planning and each
‘of the three variables. While the evidence was .not conclu-
sive, 'its weight suggested the descrlptlve findings of the
study have identified a set of useful associations that are
related ,to 'the practice of long rande strategic planning,
These are discussed with respect to the theory-of the firm,
and the evolution of long range plannihng practices in firms.
.In addition the study demonstrated operational methods of
measuring and discriminating among the| long range planning
"refforts §f firms. These methods and f rther refinements
cilitate further emplrlcal test#ring in the areas of
management and strateéegic plannlng Suggesglons for
r research Are advanced.

The major rééearch¥a1m§'were to determine whetﬁer these
relationships -exist and whether it was possible to segment
the long range planning continuum on thg. basis of thgse
variables. A secondary research aim was to demonstrate that
empirical testing procedures offer substantial potential in
Business POllé; or’ gengral management research studies. n
this study, methods for measuring individual firm's feormal
10ng range strategic planning process were develeped ' and used
in statistical tests of dlfferences.and dssociations. )

The primary hypotheses related to formal planning were
as follows: :

- s+ Planning increases with firm size;
Firms that plan more Will grow sﬁDWer than firms
that plan less;

. < 4
3
,4*7 ¥

| THe growth of .firms' that plan.more will be less .
variable than 'that experienced by firms that plan
less;

.o~ -

Differences exié% on the basis of size, growthp .
and variability between those firms that plan -
the planning system-and those firms that do no%.
plan - the market system, and :

Within the plannf\g system - a segmentable plan-
ning continuym exists on the basxs of ‘the aPOVe
variables.




ii . . - ; s - .
. In addltlon to the specific hypotheses a number of supple-
mentary te'sts were considered. These Yere: the relation- - b
$hip between firm size and suhsequent” firm growth; whether
.~ ~ long range planning varies by industrial classification;
- L and, whether long range’ plannlng pays off.

- Measuremént of. formal longiranyge plannlhg was approacﬂéd - .

;o . with three independent methods. Each was used to cdorrobor- )

-ate the others. Firm size was measu#ed on each of: " assets,

sales, income, employees and common stock market 'value.

Each of the firm size and thé long range planning “weasures

‘'was valued as of 1968, Firm growth was measured across each

of the size measures for the period 1968 to 1972 inclusive.

Empirigal data for the long range plannlng measures was RN
. obtained from_a previous survey of long range planning - ..

practices in Caqada.. That study surveyed Canada's 300

largest firms'and achieved a response rate of '54%.




. ' ACKNOWLEDGEMENTS . ’

.
. LN
. 2
-
] . - .
< v . . . :
) N Y .
B ) o

' ' ' ‘ * . AN v,
. One of- the\lmportant learning experiences acqu1red from
. preparing this’ “thesis Bas been the development of an. appre-. -
ciation for the mwesearch effort cﬁ.’-'_othelrs_e . Not only were
the efforts required and the fr@trations experienced in
this research greater than 'anticipated, the relatlonshrp of
these efforts to the apparent value of the end product
proved higher than expected. I now feel, better prepared to
conduct future researqb.and to value the research of others.
These personal benefits and the finished thesis were achieved
"only with. the aid:and guidance of a number of othér people. °
r ..To these many people I express sincere acknowledgements of

“

;T gratltude .
;) ‘ My thesis advisor, Dopald HY Thain, deserves particular
“ mention/ In addition to arousing and supporting my interest
in the ‘role of business in today's society andgn long range |
strategic plannlng he gave much of His time an energy in*
’ ~ assisiing the various phases of .the research and to. my
.- .. personal development. He tolerantly refrained from direct-
~ . . .ing me-to immediate solutions of the many resear problems.
77 Instead, he patiently listened ‘and encouraged me to & peri-
. ment with my own approaches and solutions! From this|I have

r

N " developed a fespect fB®r him as a teacher, a relevant cholar
and’ as a human. being. o . ’
. i
¥.3 m— 0 s . I also thank Professor S. Clarke Gilmour for his un- ’

a : limiteg illingness to act as a sounding board and, in
particuigf, for his warm friendship.

3 The School of Business Administration of the University
of Western Ontario provided substantial help throughout my
tenure as a student. The faculty freply“made themsel
.available 'to listen ta my problems an ideas. My f ,
‘students were supportive and expressed interest in My works.
To both of these groups I express glncere appreé'

I would alsc like to thank the Canada ‘Courfcil for their
tangible expression of confidence in providing me with a
Doctbral ‘Fellowship for each of the threg years I enjpoyed as
. a doctoral student. Specia) mention should also be ﬁPde of

4 the contributions of ®hose who helped in the-process of
. - transforming rough-drafts this thesis into itg present
~form. I gratefully thank Miss Brenda Dunbar, Miss Gayle
Bauer and Mrs. Judie DeGuire for their assistance and
patlence. A - : ' ‘




.

e _— A
- . TABLE OF CONTENTS g ///(/ T
) . : ~ Pagé
{ ‘/ c e . ‘ i
CERTIFICATE, OF EXAMINATION ' : ) o "ii
ABSTRACT - S . ‘ IRt &
f ACKﬁOWLquqMENTs J o . N
' : @y ""‘ ’ ¢ ) . .
TABLE OF CONTENTS ‘ o . i
o LIST OF TABLES . - . xi .
. LIST OF CHARTS o - ‘ -  xv
aade , ' e " '
"CHAPTER 1 " PURPOSE AND ORGANIZATION . . 1
] . ] ~? .‘ ‘ ’ ’ . \
4 Position of this Study o 1
4 The Concept of Strategy ' 1
: " The Practlce of Long Range -
Plannlngg/ . S 3
Purpose of the Research - S
L4 - /\ s ’ * -
¢ Hypotheses A .8
Def;nlkiZ? of Terms 7 P 9 .
. Organiza ipn'of the Studx. S Q 10
. ' | AN R i
Brief Summary of Findings‘ o d2
- - ’
CHAPTER 2 THE LITERATURE ON LONG RANGE ,
. PLANNING  * s u
The Pre—-long Range Plannlng "
Viewpoint _ ) 16
' .
. } Prescriptive Writings on ~ ) ~
x{ e ‘Long. Range. Planning ., : . 23
‘; ; ) PR ’ ‘ { . o . . ) * ' 26
S Empirical Testing, ; -
s - W . - . ., ! -
. Summary- ! I ' 31
a Reservigions About Plahning ’ T 32
‘ Long Range Plannxng as Part of , -0
The Total Economic System | .39
. « ‘ , "y
CHAPTER 3 . RESEARCH METHODOLOGY o 48
* v ) M
Introduction , . S 48

ui
LN o
- kb



. 4. - e \_/
| ' . ' s B . - P '
\ ! . R T ' .
— , . An Overview of the Research Design

 The Reséarcw.ﬁemple

. N ,‘Measurements of .Long Range Planning
| : ¢ .

- « Measurements of Firm Size and- ...
, . Firm Growth, X
¢ - ) - N
Measurements of Growth Variability\»J
” 3y » .
< T o Analytical Procedures
! ' - C e ‘ - : L : f * ) \
> ’ - <% 7 summary.
o . : ' | b
. CHAPTER 4 ¢ THE RELATIONSHIP ,OF -LONG -RANGE
’ PLANNING TO FIRM SIZE
oo o : ’ Comparison of "Planners" and "Non-
’ Planners" i - .
IR Comparison of "Non-Planners; "Low
S Planners", "Medium Planners* and "High
~ . "Planners" .
. . © ' N ) -
// oo ;-}~ Comparison of "Non-Planners" and' ¢
, T 2 "Low Planners"”. .
T ‘;’ 2 Cqmbarisodﬂof "*Non~Planners" and
R PEET "Medium Planners" .
B _ "" ;};" " - " R .
B o ». Comparison of "Non-Planners" and
i . ‘ "High Planners"-
’ . L Y : .
. ’ - Comparison of "Low Planners" and
- ~ ""Medium Planners" ’ :
) . A . )
Comparison of "Low Planners" and
- g "High Planners"
7 . CA . . %
. Tomparison of "Medium Planners"”
. and "High Planners" :
. . - - . ) ‘ . !
" oL, > . Symmdry of the Comparison of the
y Different Planning Categories
@, T « ' ' '_ 3 . -
- 1 / ' R . * * o, .
, .. Long Range .Planning, and{JIts Rglation-
. 4 " ship to Firm Size ) )
y ‘ \ " L ,)n_ | . -
. . : Firm Size and Long.Range Plannlng
- . ;
Summary of Findings - -
< } » . _ ) L. )
Discussion of Findings

*

—_

48
50

53

63
65™-
66

70

71

71

74

75

77
%gf
79 
80
81
82

83
85

91

93

A



CHAPTER 5

LV

CHAPTER 6

- . +
@

THE RELATIONSHIP OF LONG RANGE PLANNING “

TO SUBSEQUINT FIRM GROWTH

a

" Comparison of "Planners" and "Npn- '
~ Planners" - *

Comparison of "Non-Planners", "Lo
Planfers", "Medium Planners" and
"ngh Planners"
) Comparlson of "Non Planners" and
"Low Planners"
Cpmpariéon of -"Non-Planners" and
“#Medium Planners" .

Comparisont of "Non-Planners" and.
"High Planners" ..v

v, ‘ * - ¢
Comparison of "Low Planners" and
"Medium Planners"”

-

:::) Comparison of "Low Planners" and

“Hign Planners"

v

Comparison, of "Medium Planners”
and "High Planners"

‘Summary of the Comparison Qf the
Different Planning Categorles

Long Range Planning and Its Relationship

to Subsequent Firm Growth’ P

~

Firm Growth and Long Rafge Planning

Summary of Findinqs
Discussion of Findings

THE RELATIONSHIP OF LONG RANGE PLANNING

TO GROWTH VARIABILITY

Comparlson of "Planners andifNon-
Planners"

-

A Comparison of "Non-Planners", "Low
Planners", "Medium Planners” and "High
Planners” ~.

Comparison of "Non-Planners" and
"Low Planners"” .

)

L wiidie - .

95

- 95

97

100
101
102

103

104

105

106

" 107~

115

116
121

121




] ) . . ? .

Comparisen of "Non:Planners“ and 126.
. "Medium Planners" ’
-
e Comparison of "Non-Planners" and :
. "High Planners" ) 127

v . _ o Comparison of "Low Planners" and

. . "Medium Planpers" 128
- ' .
Comparison of "Low Planners" and
"High Planners" ‘ 129
Comparison of "Medium.Pf}nners" and
"High Planners" 130
4 . ¢ ' '~_
ff. : - - Summary of the Comparison of the , ‘
: Different Planning Categories 131

Firm Growth Variability a&nd Long Rfnge

: Planning ' 132 ©
Summary of Findings o - 136
v Discussion of Findings ¢ ‘ ; /;;%
-~ /F
CHAPTER~7 . SUMMARY OF OTHER FINDINGS _ Ln 141
Comparisor, of Firm Size and Subsequent
13 Firm Growth . . : . . 142
The Interaction of Growth, Size and- '
. Long Range Planning .- ! e 147
e
Planning by Industry Category . 152
o - ’

An Investigation of thé Differences in
Economic Performance of Pair-matched
Formal and Informal Planneré . 160

Summary and DisLussion of Other Findings 168

L, CHAPTER 8 SUMMARY AND SUGGESTIONS FOR ADDITIONAL
’ RESEARCH : ‘ 172
f Naturelof the Study ‘ 172
Summary of Findings’ : ; 173,
., The Theory of the Firm BT
. R Evolution of Long‘Range Planning 181 »
» ‘ Suggestions for Additional Research . 183




e

. ,a

APPENDIX I

APPENISIX II

APPENDIX ITI

¢

APPENDIX' 1V

- —

APPENDIX V

BIBLIOGRAPHY

VITA

' h '

\\//‘

-
-

LONG RANGE PLA&NING QUESTIONNAIRE - 1968

CORPORATIONS AND POSITION OF RESPONDENT
OF FIRMS INCLUDED IN SAMPLE - 1968 DATA
BASE :

-
A1

SUMMARY OF LONG RANGE PLANNING RATING
SURVEY - ADDITIVE METHOD

LONG RANGE PLANNING ﬁATING SURVEY -
MULTIPLICATIVE METHOD ’
SAMPLE LETTER REQUESTING FINANCIAL"
INFORMATION

LI

. '

'188

206

213

215

219

221

225



)

1

‘O“'

CHAPTER 3

111-1

111-2

- CHAPTER 4-

Iv-1

- IV=-2

Iv-3

IV-4

EEN
LIST OF TABLES

RESEARCH METHODOLOGY

-

“

A

Comparison of the Three Long Ramge Plannlﬂg

Measurements on the Bagis of Qrouplngs:

L4

Comparlson of the Three Long Range Plannlng
Measureménts on the Basis of Correlation

Ceefficients . =

TO FIRM SIZE

Comparikon of "Non-Plannew®s" with
on the Basis of Average Firm Size

Comparison of "Non-Planners"
Planners” on the Basis of' Averige
Size o . *
: . |

Comparison of "#¥on-Planners" with
Planners" on the Basis ¢©f Average
Size : o

A

. Comparison of "Non-Planners" with.
on the Basis of Average

Plannfrs""
Size [

N

IV-35

IV-6

"Planners"

wv-7 ¥

V-8

Iv-9

s

Iv-10"

Cdmparlson of "Low Planners" with
Planners" on the Basis of’ Average
Size

. R »’ .
Comparison of "Low Planners" with
on the Basis of Average
Size

Size

b

with.

" p

'THE RELATIONSHIP OF LONG RAN&E PLANNING

"Planners"

"Low
Firm

"Medium‘
Firm

"High

Firm

"Medium
Firm

"ngh
Firm

-

Cqmparigpn of "Medium Planners" with "ngh
“Plannex#™ on the Basis of Average Fifm .

-~

Summary of Sbearman Rank Correlaticns -
Between Long Ranqe Plannlng and Firm

Size

» Q

Comparatlve Summary of Spearman Rank ;
Cor¥elations Between Ldng Range Planning

and Firm Size For "Low Planners",
Planners", and "High Planners"

"Medlum

\

Comparison of the Four Planning Casegories

on the Basis of the Ranklngs of Thelr
-Average Fitm Size :

-

o

79"
80

81

87

88




s/

-

Iv-11 Comparison of the Relatlve Positions of
"Non-Planners", "Low Planpers", "Medium

« Planflers" and "ngh P%anners" on the Basis

" . of Average Firm Si.ze ' o . 90/

L

éHAPTER 5" THE RELATIONSHIP OF LONG RANGE PLANNING TO
° SUBSEQUENT FIRM GROWTH o
l 2 .
V-1 Comparison of "Non-Planners" with "Planners"
< ' on the BaSlS of Average Flnm Growth , . 36
> V-2 Comparison of "Noh- Plannérs" with "Low \
s ‘ ' Planners" on the Basis of Average Firm >
' Growth - . 99 .

" 5 : -, -
V-3 Compérlson of "Non-Planners" with "Medium K % ‘\ x\\.
, ) Planners™ on the Basis of Average Firm .
LI - Growth ' : y,,100
. , V-4 Comparison” of "ﬁ%n7P1anners" with "High ..
Y o Planners" on the Basis of Average Firm * (
K : ' Growth. ‘ . o ‘

101

p; : .
Comparison of "Low Planners" with "Medium -
Planners" on the Basis of Average Firm
P ’Gﬁowth o " B 102
\ S , - .
V-6 Comparison of "Low Planners" with "High
Planners"” on the Basis of Average Firm ‘y
I Growth - B f 103

-
s ’ 4

v A V-7 Comparison of "Medium Plaﬂners"‘with “Hi§h~
Planners" on the Basis of Average’Flrm A .
Growth _ 104

V-8 ' Summary of Spearman Rank Correlatlons

\Between Long Range Planning and Subsequent cT

Nt . N
Growth Measures ' - lo8

V-9 a Comparange Summary of Spearman Rank )
Correlation Between Long ‘Range Planning’ !
. - and Subgequent: Grpwth FoT "Low Planners"”, \ e
- "Medium Planners", and "High Planners" ' 109

T >
n) ‘V-lO Comparison of the Four Plannlng Categorles
g . on fhe Basis:of the Rankings of Thelr ce

Average- Growth E S e 111

v . . V=11 Comparlson of the Relative Positions- of -
. ' . "Noh-Planners", "Low Planners", K "Medium
T =N <! * Planners",. and "High Planners" on the -~ °
‘ Basis of Average Firm Growth ’ . : 113
- » o
- CHAPTER 6 THE RELATIONSHIP:OF LONG RANGE PLKNNING y
. ’ TO GROWTH VARIABILITY S '

‘e




® ' . R ) * /
, Vi-l Comparlson of "Non- Planners" w1th "Planners" -

on the Basis of Gréwth Varlablllty Among 9 .
the Two ‘Groupings . ) - 122

1

VI-2 Comparison of "Non-Planners" wiﬁh HLOQE )
e ’ Planners" on the Basis of Growth -Variability :
Among the Two Groupings 125

¥I-3 Compa:iSon of "Non-Planners" with./'Medium
. Planners™ on the Basis of Growth Varlablllty
- . - Among the Two Groupings D . 126

/ VI<4 Comparlson of the "Non-Planners" with "High
Planners™ on the Basis of Growth Variability
, . Ampng the Two Groupings 123
i ) . . M . .a
vVi-5 Comparlson of "Low Planners" with "Medium
Planners" on the Basis of Growth Varlablllty

' Among the Two Groupings . - & 128

‘VI-6 " Comparison of "Low Planners" with "“High
Planners"” on the Bagis 6f Growth Varlablllty
- . ' Among the Two Groupings ] . ) 130

L]

L]

. VI=7 Comparison of "Medium“Planners" with "High -
Planners" on the Basis of Growth Variability
Among the Two Grouplngs 131-

VI-8 Comparlson of the Four Plannlng Categories
*on the Basis of the Rankings: of *Their Growth :
Varlabllrty Co - 133

vi-9 Comparlson of the Relative Positions of
PR "Non-Planners", "Low Planners", !Medium
. »” Planners" and "High Planners"” on the

N s Basis of Average Growth Var1ab111ty Among
. S the Categorles 135
< o -
4 CHAPTER 7 - SUMMARY OF OTHER FINDINGS
Vii-1 Summary of Spearman Rank Correlatlons Between
: Flrm Size and Subsequent Firm Growth 145

.

VII-2 °~  Comparative Summary of Spearman Rank Correl--
ation Between Firm Slze and Subsequent Flrm

3 : Growth . . . ' 146
) ‘ . ; :
VII-3 - Comparison of Average Spearman Conrelatlon -
. . Coeffic%ent Between Subsequent Firm Growth
With Long Range Planning And,With Firm Size 150
. VII-4 Summary of Pearson Correlations Between

Long JRange Planning and Subsequent Growth
Controlling For The Effects of Firm Size

In All The Firms.Which Practice Long .

Range Planning , 151

A

xiii v




~

VII-5
VII-6
VII-7

VII-8

VII-9

VII-10

VIi-1l

VII-12

-~
- . .

Summary' of Pearson Cgfrelations Between
Long Range Planning apd Subsequent Growth
Controlllng For The E ects Of "Firm Size
in “Low Planners" .

.
)

Summary of Pearson Correlations Between
Long Range Planning and Subsequent Growth
Controlllng For The Effects,of Firm Size
ln "Med#éum Planners"

Summary of Pearson Correlatlons Between
Long Range Planning and Subsequent Growth
Controlling- For The Effects of Firm Size
in "High Planners"

Distribution of Firms by Industrial Classi-

-flcatlon and Plannlng Level

.

Listing of Paired Firms in Samplé, Formal
Versus Informal Planners, Matched on the
Basis of Industry and FirmeSize

A Comparison of the Differences in Economic
Performance of Pair Matched Formal Versus
Informal Planners For the Period 1968 to.
1972 Inclusiv .

Listing of Paired Firms in Sample, “"Non-r
Planners" Versus "Planners", Matched on

the Basis of Industry and Flrm Size

Al

\
A Comparlson of . the leferences in Economic
Performance of Pair Matched "Non-Planners" -
.. Versus "Planners"™ for the Period 1968 to

1972 Inclusive

153

154

155

15§

263

164

166

168




LIST OF CHARTS,

CHAPTER 2 THE LITERATURE ON LONG RANGE PLANNING

IT-1

)
CHAPTER 3 - RESEARCH METHODOLOGY

III-1

“III~2

tIII-3

A Model of the Concept of Strategy y
An Oterview of the Research Methodoloyy

Crlterla for Distinguishing Between "High

Planners", "Medium Planners", "Low Planners",

and "Non-Planners"
9

5

.. Illustratign of a Group of Firms With Low

 Growth Variability and a.Group of Firms With
ngh Growth Varlablllty ‘ '

CHAPTER' 4 THE RELATIONSHIP OF LONG RANGE PLANNING

. Iv-1

IV-2

wlitr

TO FIRM SIZE

A Tentatlve Long Range Planning Contlnuum on

the B§31s of Firm Size

L .
Segmentation of the'Long Range Planning
Continuum on the Basis of Firm Size

CHAPTER 5 - THE RELATIONSHIP OF LONG RANGE PLANNING

V-1

y-2

~~—

TO SUBSEQUENT FIRM GROWTH

A Tentative Long Range'Planning Gontinuum .
on the Basis of Fity Growth
Segmentation of the Long Range Planning
Continuum on the Basis of Firm Growth

v

CHAPTER 6° ,f THE RELATIONSHIP OF LONG RANGE PLANNING

VIi-1l .

VI-2

TO GROWTH VARIABILITY 4

)

A Tentative Long Range Planning Contihuum
on the Basiisz Growth Variabillty

Segmentation of the Long Range Planning
Continuum on the Basis of Growth Variability

CHAPTER 8 'SUMMARY AND SUGGESTIONS FOR ADDITIONAL

VIII-1

RESEARCH )

A $ummary of the Ségmentation Sk the Long

Range Planning Continuum.on the‘Basis of', -

Firm Size, Firm Growth, and Firm Growth

Variability ' o
/

' [

.




The author of this thesis has granted The University of Western Ontario a non-exclusive
license to reproduce and distribute copies of this thesis to users of Western Libraries.
Copyright remains with the author.

Electronic theses and dissertations available in The University of Western Ontario’s
institutional repository (Scholarship@Western) are solely for the purpose of private study
and research. They may not be copied or reproduced, except as permitted by copyright
laws, without written authority of the copyright owner. Any commercial use or
publication is strictly prohibited.

The original copyright license attesting to these terms and signed by the author of this
thesis may be found in the original print version of the thesis, held by Western Libraries.

The thesis approval page signed by the examining committee may also be found in the
original print version of the thesis held in Western Libraries.

Please contact Western Libraries for further information:
E-mail: libadmin@uwo.ca

Telephone: (519) 661-2111 Ext. 84796

Web site: http://www.lib.uwo.ca/




- : 4  Chapter 1 . | ®

PE = ' PURPOSE AND ORGANIZATION .o

Position of this Study '

. This- research éefﬁains to the generai.management'task
of strategié plaq?ing: The practice oﬁ_geﬁeral management
and the.responsiﬁiiity of top executives ﬁprythe overall

. results of a business firﬁ are studied'aSga special field,

known to_some as Business Policy. Business Policy acti-

”

3 Iy
vities may be distinguished from the funptidnal activities

of business such as marketing,.productioﬁf and .finance and -

4 N & )

. from the specific business disciplines such as managerial
. i : . , P
- jeconomics,Jand operations .research by.the focus of its

. . L

purpoée. It is concerned with the coordiqgtion and inte-

gratioh of ali of the other fields. Business Policy has

been briefly defined in the following manner: -
' - "Business Policy is concerned with the primary /
~+ function of general management, principally top
management, -to develop and implement a @orporate
strateqgy that relates the company's future op-
. portunities to its resources, eompetence, and
) . aspirdtions."l : : - =
: ‘ E , ¥ r )
The Concept of Strategy - h -

1

In the field of Businéss Polj , rcorporate strategy has

- emerged as the central concept. mplicit in the coﬁ¢epﬁ of
) ‘ , T e~ . o
strategy is a proactive mode of management. This is ,evident
. - -
in the many writings on thes concept of strategy. A fuller

description of the theory of strategy is outlined id_Chapter

. .
- LY
- . - s

. a

. ‘ lHarva;d Buginess Séhabl; Gradyate School of Business
.o . Administration, Doctoral Program Brochure, 1970/1971:

et




' : 2
2 of this study.. For introductory purposes, a composite
& : ’ * » -
definition of the concept of strategy.is advanced:

The concept of strategy concerns the process
of development of sets of resource allocation
decisions which 'commit & firm to a timed sequence
of conditional moves, de31gned to provide a viable
match between the organization's capabilities and’ . - -
the opportunities and risks present in its env1r—'
onment, which meets both the valyes and asp;ratlon
levels of its management and its other stakehold- .
ers. It results in the specification offcbjec- ‘,‘

. tives, the idehtification of the critical con-
' trollable and uncontrollable variables, the iden-
tification of the required action moves, how these
-+ ¢« are to be implemented and thelrrffﬁing .

i o

This deflnltlon is a comp051te of those advanced by Andrews,2

JAnspff, Cannon],4 McArthur and Scott,5 and,Thaln.6 )These ‘ f‘

L
authors provide an extensive cross section of #various in-
f . : S I .
depth probings of the concept of strategy. S

;Businees research has considered the conbept'of stra— 3
4 4 w . .
tegy. / This research can be arb1trar11y~segmented into, two

parts - strategy formuldtion and the Operatlons of strategy o
lmplementatlon, More studles have been cdnducted on how

firms implement their strategies than on how these stra- -

tegies are formulated. This chapter focuses on the formu-
L N v - ‘ .

L

2Kenneth R. Andrews, The Concept of Corgprate Strategy,

Dow Jones- IrW1n, Inc., Homewood: Illinois.
{

3H. Igor Ansoff,- Corporate Strategy, McGraw-Hill Book
Company,’' New York 1965 _ .
v : .
. 4T J. Cannon, Business Strategy and Pollcy, Harcourt -
Brace & World, Inc., New York, 1968.

} - h - .
5John H. McArthur and Bruce R. Scott, Industrial v
"Planning in Frange, Division of Research, Harvard Un1vers1ty,

Boston, 1969. -~

6Donald H.*Thain, Corporatg Strategy, an unpublished' .

teaching note in the general management court at IMEDE, 1965.

b




‘lation aspect of strategy. A review of subject-related

research is covered in Chapter 2.

The Practice of Loné Range Planning

’ In business management, strategy formulation is prac--.

ticed under differegt'names. ,The most common title is long
" L]
) % > -
range ‘$lanning. Others include corporate planning, stra-
l\"\
tegic planning, comprehen51ve buSLness planning, and occa-

sionally -planning. Definltlons of these are discussed

below. Thdse terms are widely used in discussions of.

genéral management. While it is clear that confusion exists

. v . <+

'over*the\spepific meaning of these terms, it is equally

&

evident that a number of,characteriétics are implied when-
"ever any.of these terms are used. Theseiéharacteristigs

include: -
It is proactive. It involves anticipation of the
future- and moves to influence its outcome.
It is a process not simply a document. It re-
. flects an attitude an&”thought process.
It is comprehensive. It invpolves a broad concept
. of the business and ah integration of its
. functions.
It is flexible. it is designed to permlt smootﬁ
’ adjustment to changing conditions.
"It is complex. It attempts to encompass all the
important variables and,their relationships.
It concerns the ifsues of major importance, both .-
those that are controllable and those that
.. are uncontrollable.
¢ It is a top management activity involV1ng ther
‘cofimitment™ of the highest echelons of mahage-
)"« ment. . ]
Without examining ége process of long range planning in’
detail, it'is possible to grasp the characteristics of its

nature,  philosophy, /structure and pxpCess hy conéidering'

some of - the brief definitions being advanced

L
- ts
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Ackoff states: , "Planning is the design of a -
desired future and ¢f effective ways of :
bringingsitgabqut.“7 ’

' For Scott, "Pfanning is an analytical process
which encompasses. an assessment of the
future, the determination of desired ob-
jectives - the context of that future,: the
development of altérnative courses of action
to achjieve such objectives; and the selection
of a urse (or courses) of action from aqong

these alternatives."8 : : ‘
e ‘ | Y
. Steiner states: "As a process, planning may be
v defined as deciding in advance what is to be

done’, .when ,it is to be done, how it is to be

Warren belleves, "Plannlng is essentlally a pro-
- cess of preparlng for the commitment of ¢
» resources in the most economical fashion and,
by\preparlng, of allowing this commitment to *
. _be made fasfer and less disruptively. "10 .

I

. _ . From these definitions, and from a rev1ew of ,the liter-

'}3. ature on long range plannlng, it is ev1dent to theuauthor
- -
that in bu51ness‘bractlce, long ‘range planning is the real

world application of the normative concept of strategy. And

. . .- R J
like those addressing the theory of strategy, the advocates
- IS !
range pplanning imply a number of normative assump- , -
. tions. The mos't important of tﬁese, states that planning is -

the essence of good management and that its practice is a
’~;3 L 4 oL .
7R C. Ackoff; A Concept of Corporate Plannlng, Wlley,
* Interscience, 1970. ® ) '

~

w
8Brlan W. Scott, Long Rapge Planning in American Indus-
try, American Management Assoclétlon, 1965. - e . »

~

\
9George A, Ste1her, Tog,Management Planning, The Mac-

millan Company, 1969. . o . ’
A ‘
lOE. K;rby Warren, Long Range Plannlvg The xecutlve \\)
ren )

Vlew201nt. Englewcod Claffs, New Jersey EﬂngHall
Ing 1966 T,

»
[
L] . - .
. - ’

done and who is to do it. "9 ' -l )ﬂ
" : . _ e




,regardless of tHelr size and their. growth p051tlon.

* N . » > : s @ '"l
. 3
' . o -
] : ]
e « w8 - .
i .

v

netessary and des;rable aspect of all well-managed flrms. -

N oY b‘! £

Entertalnxng thlS vlewpplnt, it is contlnuously suggested
ks . j
that, all.flrms should and do, ~practice long range’plannlng

1 2O
Y

\ v nat
. ‘ ‘

In strlk*ng contrast to the above bellef 1n a proactive

~

style of maﬁagement Are those who express that the ]Ob of ,‘

-

top managementhls‘malnlyAreacrigg. To these people, good;
ﬁe ’g ere‘éhose who make one good decision aéter aﬁaﬁber
“ifi response to the ever-ohanginé-current situatién. For
them, plaknihégrnvolves too many oversimplifications and

unreallstlc assumptlons whzch leads to dysfuncthnal acti-
5
vity employed to avoid decision making and rlsk Jtaking. Its

L3

. practice often resglts in bureapcratic,‘ipflexibae organi:

zations which-continuousfy miss_good opportunities., They
L[] t 'l
say. it should .not be practiced and tRat is is not ‘practiced
extensively. Cyert and March in "A Behavioral *Theory of the
" / N - LI .
11

Firm." are ﬁhe‘mafh.exponepts of this reactive theory of

management. They state: v £

"We have suggested.'everal times that we think
that long term plannlng in the sense in whlch it
is usually discuksed in- the theory of thea firm
plays a. relat1ve1¥ minbr role in dec151Qn‘mak1ng
within the firm.

The skegilcs of planning suggest that plannlﬁg’may be an

escaplst act1v1ty thaE’d;nagers turn to whéh confronted w1th

an exceptionally adverse environment. Consequgntly,.they

)
L "

g ichard M. Cyert and James C. March, A Behavioral
Theory of the Firm, Prentlce ~-Hall, Inc., Englewood Cliffs,
New’ Jersey, 1963, .

ﬁ ’ L]
. © r
4 ‘'%moia., p. 1lo. | r

v
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believe planning i$ more likely to occur in firms facing

¢ .

,

lower growth prospedts. * ' _ . 4

. e . ‘ .
. Cyert and March also cast doubt upon the traditivnal, \\\\~>

-

' \
fundamental objective @f business firms - profit maximi-

zation. They suggest that as flrms become larger this

-
.

objective beCOmes less relevant. They declare- ) ‘

. "In the‘present model, managers are held to oper-

ate the firm so as to maximize a utility functiom

- that has as principal components (1) salaries, “Y2)
staff, (3) discretionary spending for investment
and (4) ma ement slack’ absorbed as cost."13 = <

b

As such, pla ' becomes one of the standard operating

procedures‘ mployed ti»achieje this gqal.'?Larger firﬁe\are}“
therefore,,peréeived as being mbre likely to grabtice‘plan-f*',‘
ning. As a standard operating proceddre, planaing isjalso. )
pereeiveﬁ as being more pfbbable.to occur in eituations ( -

which are controllable and predictable and therefore suﬁject
. T

to less variability. : . '+ _ o S
’ ' ' . » L]
» The différences between.the above described proactive %

and reacfive modes are gquite apparent. In,tﬁevproactiﬁe N

théory of management, which involveSQStrategy formulatiod,
the practlce of long range plannlng is an essentlal element. -
It 1s suggested that all flrm§ ‘do, and should, pragtlce long

range planning regardless of thelr size, their growth . . >
il 9

-

p051t10n and the predlctablllty of - thelr environment. In _

-

the reactive theory of management, long range plaﬁhlng is, .

v

perceived as being'less useful and important. It 1s sug- -

gested that the practice of long range planning will océuf//

- r
. s

v~

31pia., p. 241, . oL o




> viewed from the perspective af the individual firm, planning

R A S y
. - ) - 7.

s L . . . . & . s
naturdlly in larger size firms, in firms confronted with =

Y A?
i

x

, » B -
lower growth prospects and in firms where the environment

less variable. The purpose of this research study is fo

clarify the above almost‘opgosing positions by éxamining-
~ . . Co )

empirical evidence. . ] . .
‘ In addition to the above theories of planning which aré\_.///

. - -

is’also.examined from the perspective of the total.economiic

L]

system. The most renowned writer identified with this
viewpoint 1i's Professdr John Kenneth Galbraith A summary of g

his opinions on the role of ‘'planning ip the industrial
: - » ) ' . .
system is included in Chapter 2. Briefly, Galbraith sthtes

[ 4

that the,inﬁustiial system may be split into .two categories

- the market# system and the planning system. Within this* PR

~ ' .
planning system he implies. that the-.practice of plannin
increases with firm size; declining growth; and a desire to

remove growth variabilility. -

Purpose of the Research
. /]

The purpose of this reéearch was to examine the rela=
tionships‘of long range plénning to eachof: firm size,
firq'growth; and growth variability in a sample of éanadian

. -
firms. Exa£fhation of empirical evidence was considered the
oﬁly réasonable method of providing 4 basis for judging
which of the abéye kheories was more representative ;nd
explanatory of actual managewrial behaviour. ' This study was
b&&lt on a previous. survey of long radﬁe planning practices

in Canada,,cénducted in 1968. Utilizing this data, hgaéure-\\

ment systems were devised to rank the relative long range
' . t\' ¥ -

f




planning efforts of the sample firms., Statistical tests ;>
were applied to the relationships between these long range
planning measures and firm size and firm'g;owth. Four
different levels of plannﬂLg were defined and tésts were

conducted to determine whether or not differences existed
. o . ’

between these levels on the basis of firm size, firm growth,

and growth variability. The pdssibility of segmenting th

long range plajning gpntinuuﬁwin the industrial'system was
considered. - ‘ \u

In addition, the nafure of the resear%h design and the
data provided an dppor£unity to test three-rElgted issues of

interest. One addressed whether orvnot firms which plan

perform better than similar firms which do not plan. .-Firms
. . e .

were pair-matched to assess this proposition. The second

n

issue involved @ﬁyéssessmenp of whether larger firms grow
more or less sapidly than less large firms._ The third area’ -
examined whether the degree of long range planning va;ied by

industry cléssification. - . , ‘ . .

Hypotheses / 5 - L
At the first stages of ghg research a number of hypo- ~e—

theses were advanced with respect to these relationships and

: : - -
their differences. These hypotheses were chosen on the

- basis of: the weight of the research'evidenée in the liter-
ature, the arguments qf'the various theories, and the éx-

i

perience of' personal observation. The hypétheses were as

3

-

_follows: - e

3
1) _ Planning increases with firm size.

. - . p L
. , >
‘ . !
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2) Firms which- plan more will experlence slower

subsequent‘growth than firms-which plan lags' .

o 3) The growth of firms that plan more w1ll be le€s
. variable than that exper;enced by firms that plan
’ less.

. 4) Differences exist on the basis of size, growth and
o growth variability between those firms that plan .-~
— the "planners", and those flrms that do not plan -

h ' the non-planners . - o
.. :j 5) Within those firms which plan, the "planners", a-
\k ‘ segmentable planning contlnuum exists on the ba51s

of the above variables. -
) * ’

Definition of Terms‘ .. «

For the purposes of this research, long-range planning

was defined in'a manner which was compatible with the con-

. cept of strategy. The'particular definition developed was:

Long . range planning is the process of formulating

broad qualitative goals and gquantitative objec-
( tives which provide the basic guidelines of the
company's acfivities and the establishing of a set
of top manageément decisions that commit the organi- B
zation and its resources td a sequence of major q\N/ ,
moves designed to accomplish the agreed upon goais
) and objectives. These moves are conditional, with
R a specific date set for each, depending upon the

firm's environmemt .in the future.

»

Ry ! . ‘Definitions were also developed for distinguishing =
among” "non-planners", "low-planners", "medium planners" and - "
‘"high planners”. The basis for and the speoifics of these

definitions are discussed in Chapter 3 of this report'under :
. | ,

. ‘ the heading, Measuremént of- Long Range Planning.

The other primary varlables, firm 51ze, firm- growth

and growth varlablllty were measured acyoss the five dimen-

ar

4 sions of:. assets% sales, ‘income, employees, and common

L

- | . stock market value. These terms were defined‘in a conven-
. 0
j " tiomal manner. The specifics of: these definitigns are .
, "descrrbed in Chapter 3 under the headlngs of Measurements of

Flrm Slze and Flrm Growth and Measurements of Growth vari-

-




]
-

ability. . St L .

3

Organization of the Study P
. .

. L . ’ ’
. Chapter 2 discusses the literature on long range plan-

- .

ning. Planning is considered fxom the point of view of the
firm ahs as a part of the tptal/economic~$ystem. The indi-
vidual firm point of view considers the pro-long range

planning viewpoint, the,prescripthé writing on long‘rangé

°

planning, the empir#fal testing that hag been conducted in
[4 R A ' - .

i

?Ei/grea, and the anti-planning viewpoint. Long range
/

planning as a part of the total economic system examiné\
planning.

~ QQ( \\

search methodology. An over-

Galbraith's observation
Chaptet 3 presents the

view 9f the res®arch design is first. esented. Consider-

afion is then given ‘to the research sample, the measurements
of long range plannirg, the measurements di\iirm'siiéwand

) - " L : ) L y
firm growth, the measupements of growth variability, and the

analytical procedures involved. s >

n
-

- Chapter 4§ presents the analysis of the relationship of

long range planning to firm size. A compérison on the .basis
. . i

of firm size of thoseqﬁiips which do not practice longY;ange
planning with those that do‘is {ffered for consideration.
~ — (X} -, ‘

. In addition, the differenpés found in comparingﬂthe;four

levels of lomng range planning on the basis of firm size are
'presentéd; A test of the degree of association, between firm
- , ‘ . ' o -
size and %eng range planning is included. Consideration is

2 »

given to the péésibility of Segmenting the long range plan-
ning continuum’on the basis 'of firm size. The chapter

closes with a summary of the findings accompanied by.a brief




/flrm growth of those flrms which do not plan, the "non—

. e 11

_discussiOn of them.

3

Chapter 5 d;scusses an analy31s of the relatlonshlp of

>

long range planning to subsequent firm growth. Subsequent

~>

»
planners“, with those that do, the ,plaﬂpers", is compaged.
- -
Differences found in comparlng the averagegsubsequent firm

growth among'the four planning levels follow. This is

" followed by the results(of a test .of the degree of associ-

ation between leng range planning'and'subsequent firm
growth, Con51de;atlon is also given to the p0531b111ty of

segmenf&ng the long range plannlng con?”nuum dn the bas1s of

7~ &

subsequent flrm growth. A summary of fandlngs is pre-

sented, followed by a brief dlscu5510n. o < .o ) -
. R .

N - - T
Chapter 6 considers the relationship of long range —-

. planning to growth variability. A comparison' on the basis
N » . N . [y

firms which do not plan, the

-
’ N

of growth variability of thos

"non~plann rs", with those that do, the "pladheré“ is
-9 B .

' presented. Differences found in comparlsons of” growth*

—— 4

variability among the fgur levels of planning are displayed
. :. -.;.'. . Q . .
next. The'possibilityrof‘segmenting the long range planning

continuum .as the basis of growth variability is the last

. seétion of this chapter. An appraisal of the findings

- 2

concludes "the presentation of the results. -

v Chapter ?.sérves as 'a summary of other findings. The -

findings of three supplementary tests are presented These
\ v
‘s

tests arei the- relatlonshlp betWeen firm &ize ‘and subse—

quent firm growth; Whether plannlng varies by 1ndustr1al

classiflcatlon, and whgther long range'plannlng pays off.

. N"
.’, 1‘

~

-,
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Results of a consrderatlon of the possibility that the rela-

s ’ tionship betweeq firm size and subseqpent.firm growth,was.
. L . . N o 3 : ] P N
. spuripusly causing the relationship between these var;ables

and long range planning are also presented. The 1atter'test,
. . of whether long range planning pays off was an attempt to’

" replicate a study by Thune and House wh1ch is descrlbed in

< -

- Chapter 2. 'The ‘end of the chapter is marked by a summary.
and discussion bf the findings of the(supplementary re<
search. ; ’ e,
s ’74 . . .
Chapter ‘8 summarizes the results of the research study.
> ] N . t ‘__\; - ™ \\ 5
Thé "rature orjthe study is*reviewed. Thls is followed by a

-

ccompilation of the-findings and’ 'a 8iscussion of thelr 1mp11-
o ‘ .

L4

cations .with respect to the Theory of the Firm and the

Evolution of Long Range Planning. Suggestions for addi-
tional reseafch are advanced. - . o S I
A - , N\ :

s
.- -

BriefﬁSummaryfof the Findihgs -
Analysls of the data yielded results which help clarify’

the theory of the firm and the practlce of long range’ plan—

'ning. Briefly this research found the follow1ng'

¢ K . Firms that praiilce long range planning were of larger

aperage firm 51ze, had slower growth rates and less growth“

o

variability than flrms which did not practice long range

#
planning. ' ‘ s - ’

When the sample of firms was sengnted into four levels '

- Ll

f)practlced long range planning, eV1dence indicated that a
EE segmentable long range plannlng continuum, exlsted in the

. . . . 1, .
Canadlan‘lndujgrral system on the baZis wf firm size, firm, -

growth and growth variability.’
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’ "  Relationships existed between the practice of long

r

’
v .

range. planning and firm size and growth.- Long.range plan-

- ning increased as firm 'size increased and as growth ‘de-

)

... The eyidence demonstrated no detectable indicition that)

%

firms which plan performed better than similar firms éhich‘

creased.

[

did'ﬁot'plan. e - (

! ‘ Empirical evidence was found to support the belief that
larger firms grow at slower rates than do smaller" firms.
(o] N ' . -
Within broad industry classifications, there was no
. - ' - .

detectable general difference in the levels of leng range -

= .

planning practiced.

-
.




o This review of the Jong range planning litgfrature

L)

N

,

/

-

K] . ‘ 0 : M
. Chapter 2

] C
THE LITERATURE ON LONG RANGE PLANNING

Planning is discussed in the literature from two points

<

of view - the firm and the total économic system. The moét

common viewpoint is the individual firm. This viewpoint

splits naturally into two categories - the planning advo-

‘cates and those with reservations about planning. The

differences between the advocates and those with reserva- 3

r

tions are rarely discussed in literature. This may'be

bécause those who question.- the value pf planning do not’

¢ :

think the subject worthy of comment.

¥

"The other ppintaof view*onsiders long range planning

-

as part of the total economic socjety. The most widely read

observer with this perspective is Professor John Kenqeth
4 ’ ‘ o
3 ., .
Galbraith. <Galbraith's discussion of economic society

contains many~controversial comments on planninq.' He states.

[

-large firms suse planning as a major instrument to control

their environments, markets, and competitors.

s

B

ha 4
v ' v, ,
considers both viewpoints. The individual firm viewpoint is
discussed under the headjngs of the pro-long range planning
» ’ B

viewpoint, and’the reservations about planning. The total:
economic society viewpoint receives separate discuséign.

The purpose of tﬂis liéeratqre review is to undb&er and
pfeseﬁt prﬁnciples and theéries about associations witﬁ long’

range planning. Relationships be;Weeﬂ\the practice of long

range planning and either the 'nature of‘firms,nor the nature

14 -
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< » . ‘
- . of the firms' environments, were ‘considered:. Knowledge of
N

-

such relationships should increas%Ithe potential for im-

 proving the practice of long range planning. The specific

* ~N

variables studied arg: .firm size, firm growth, and firm _
. - growth variability. Geﬂerally speaking, associatiohs with

long range planning _have not been well investigated in the

-

literature. A

n

The anti-planning viewpoint expresses no comment oh any -
- 4 . . »

relationships, although a few may be implicit. o - :

The literature from the pro-lohg range planning view- .
, . s T
. point suggests specific relatiqnships. In addition, some

empirically-based tésting has been- conducted by writers in

4 L] -

this group. None @f this.research has, however, considered

firm size and firm growth variagbility. Much of the empiri-

. } c#lly-based research has surVeyed long range planning prac-

) tices. Some have considered relationships between long

-

° ; X . . y . o :
range .planning and economic performance - i.e. dées long

range planning pay off? This limited research is of ques-

e

‘ - - APPSR
- -tionable quality due to the presence Qf research difficul-
ties.- For example, it ig not pos€ible to determine, how a

. 7/ ’

s - : - .
firm which is planning would have-performed had’'it not been

planning nor how a firm that is not planning would have

perfbrmed if if'had been planndng. . .o

i U
s

- It is important to-.clarify possible confusion over the

distdipction between economic performance, as'measured'by o~
- ) l‘,,‘ ] ’ a ’ . ‘
{ . profits, and. growth. 'Two separate, but related, issues

exist in the comparison of léﬁg randge planning and groﬁth.

E.3

Yy Tﬁé“empiricallyfbased studié% of long range planning and

» .,

! »
, 5 .-
»
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. growth opportunities than.those which do not.

. 16

economic performanee attempt to determine if planning pays

-8

off. - They'do not address the separate issue of whether ;?ng
range planning is associated with ﬁigher or lower growth

rates. - This latter issue is of major importance in this

study. - it may be that flrms which practice long range
,planning perform better, or it may be that they perform -
worse, in similar 01rcumstances, than flrms which do not.

Copcurrently, it may be that firms which practlce long range

[
\ L}

plannlng are generally characterized by slower or hlgher
»

The controversial writers whose observations concern

total economic society'suggest that associations do exist

-

‘with the’practice of loﬁg range~planning.( Their sﬁgges-

tions, however, are mainly subjective .interpretations. No

Al

empirical testing has been conducted to support their opin-

. ions.

?
o -

~ =)
' A brief.overview of.each’'of these views on long range

~

planning- follows. The weight of tHe arguments and the

. Vd . = . .
" limited evidence suggest that associations do exist. It

" would appear that:

1) Lpng range planning would increaiﬁ with firm size;

2) Firms with mgre long rangé planning would be more

4 - ) .
likgly to be confronted with slower growth; and

b rimms s

Firms with more long ragnge plannihg would be
° ‘subjeet to less growth variability.
The Pro-Long -Range Planhf%g Viewpoint ~

Since the 1960's, .the. number of articles and books

published advocating{strate@ic long range planning has |




) . B

increased substantially. THis literature is of three types:
(1) ideas developed from empirical cabe‘descriptions, (Z). .
normetive, prescriptive writings, and to a much lesser .’

extent, (3) empirically based hypothesie testing research.

All of these writinge.have one commonrunderlying theme - it

e

is good to have a strategy (i.e. it is good to have objeo-

»

tives and’a'long randge plaﬁ rather an to only react).
.\‘“\ . ' - - : - . !
The theory and concept of strategy has received much .
. » o

. @ .
attention among business managers, teachers, consultants and
L . . ' A Lt
rQESiz::ers since the mid-1960's. - Reduction of the concept
to a oretical framework makes the concept of strategy 1_
appear simple. Actual 1mplementatlon is dlfflcult and

o

complex. In order to avoid.confusion, the meaning of the

concept of strategy is discussed.

\
Strategy has been deflned by most commentators on -

« .

. general management.' These deflnltlons are essentially

v

similar. Some examples follow. Andrews of the Harvard

w

Business School’advances{a general definition of strategy:
"For us strategy is=the pattfrn of objecéi&es, purpotes
or goals and masjor policiesgand plans for achievirg

,these»goals, stated in such a way as to define what

bu51ness is in 2r is to be in, and the kind of company

. u

it is to be."t - ~ N '
f— .
Some of the amblgulty of the above deflnltlon ik re-
moved by McArthur and Scott's deflnrtlon of the fategy o§

-
-

lLearned Christenson, Andrews & Guth Business Policy
Text and Cases (Homewood Ills.: 'Richard D. Irwin Inc.,
1965), p- 17 T v

-
2

;> N [
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busgingss: - ‘ : ' Co e . T

.".

(1) A concept - of how t0'compete in an industry or
‘ . ) Lpdustrles (thlS should spell out the magkets or market

‘ segments whlch‘the company intends to serve, the klnds

.
-

of prodﬁEEE needed to seqvé these;markets effectively,

and the skills and resources.the company must have to

, ~ - ,
. \<:> develop these specific kind& of Products).. .
{ .The)statement of Specific goals against which

N4 -

importance of a planned series of specific sequentfay'
a kst _ .

H

management action moves. . . ‘ "
¢ Z : L
The idea of allocating limited internal resources is

) not indicated by_éfaﬁﬁFTﬂ?Tﬁmfabbye“définitionsr* This—1s R

*
3

exéressed in a definition.?y D.H. Thain:

"a timed sequence of conditional moves for allocating )

- \
. C L. .

"o - resources to opportunities in a competitive environ-
.' n - 3' - . < 7- Le
° ment." : : : s oo
.- - - / , .- )
. - " ‘ . . . =, v
“ ’ One or two sentence definitions of strategy oversimp- :

, 8

lify the .concept of ‘'strategy. O0Of the many descrip;ioné of

this theory, one of the mpst straighfforward is contaiped in 3

*
-

-~ "

¢ ‘ . .
2John H. McArthur, and Bruce R. Scott, Industrial Plan-
ning in France (Cambridge, Mass.: Division of Research,

Harvard School, 1969), p. 1l1l6.

3bonald:H. Thain, "The toming#C§unch in Federal Govern-
ment-~Business Relations", The Business Quarterly (Léondon,

s ) .Ontario: School of Business Administration, Uhiversity of
: Western-Ontario, Autumn 1970). , §
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the' paper "Strategy ‘Es_ a Problem Solvin% Theory in Business

.

— ) ]
Planning™ (Boweg, l9ﬁ7a.4 A~diagram,of‘§éWer's ??del of the

concept. of strategy is attached as ChartyII-1.

Bower's model consists of a five part format as fol-

" igwsi . ’ o t n,
‘ Formulation_Pbase;'cogsisting' T - L
. a ~ 1)  "The Firm's Environment - dr ‘
i - opportunities and rigks .
. .
. 2) The Firm's Resources . ’ ’
. - weaknesses and streﬂgths ’ - ( '(~’
3)  The StakeholIders' Valﬁeé r R
" . . b L - motivational and behayi;ural constraints
, ) | , ) | - ,
Implementation Phase; consisting,of -
4). 'Firm Structure C ' | . )

o - identification of key activities

5) "Managerial Style
. : o - method of accomplighment ‘ ‘
/ / ’ ' "_‘ i~
' Bower suggests the coneept of strategy helps the busi- °

" ' N ' a ¢ A - /
’ ness manager understand his problems. It provides an ex-

<. haustive, analytical structure for utilizing the information

at his disposal; by défining the relétioﬁshipsvamong the

3

parts of the company‘é system and its environment; and“bzwm'

+

) ~ providing an 6rder1y sequence of “questions for, the defini-

-

v tion, analysis, and choice of alterhatiwes. It results in

<
?
. : -4Jq§ L. Bower, Strategy as a Problem Solving Theory
o - of Busine lanning,; BP 894, Harvard Business School, 1967.

- -
. . Lot
L]

~¢



' CHART II-1 . !

A MODEL OF THE CONCEPT\OF STRATEGY .

. v .
Strategy Formulation . °
- .. S '
Environment Resources . Values
——T ] hd ®
» Economic, social Managerial , Asyir&’tions &
. A & political Economic ~‘attitudes toward: *
! . Markets ' . Technical | * risks
3 . Industry - Financial climate
Competition - ! moneconomic .
products . Questiogs jssues
analyze & define -
Questionsg . - , Questions
analyze & define % . Competence analyze & define
. ] T -
. N . - Match ¢t Values -
- " lpopportunity & risks ¢ ] -
: ' Strategy , -
. (multi-leveled) i

' hd . -
. .

— -

}‘ B

Strategy Implementat ion

L3

7 U S

-

. |Detailed P : . Specialization Structure
' . *|Strategy . - » e LT ‘
. : Key activities o .
.(Gnalysis) ‘decisions Integration ° Organizatigns
‘ reélationships . Measurement &
- ) Information
jRescurces ) - . : systems
“ &eward Systems
Potentiml Change 1n: . b . )
need for environment o L Style, in use
- bdstrategy resource3 ‘- .
formula- values P
* tioh . , .
) . genarateé ‘o
- ’ ’ N
‘. ) Iy 5 ! *
Adapted from: Joseph L. Bower, Strategy as a Problem ..
- So6lving Theory of.Business Planning,
<. ) BP 894, Harvard Business School, 1967.
. . ¢ ’
- r -
~ .
> . .- - e r
) , w7 s
L] r . , ., .
- |
- + ‘
- LA ]
- ~‘1 ' -
- - b 4 -

-
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the choice of. goals, poliéies,-and action programs to
T Y - . , . )
achieve those goals. The concept of strategy is conceived

|
as two concurrent processes - strategy formulation and

.

strateyy implementation. -

° In the formulation phase, three broad Categories of

d

information must be addressed. These are the firm's en-
virdnment, its resources, and the values of the stakehol-

ot ~ ,

ders. ,Eegh of these undergoes an in-depth, searching,

-%\ questioning analysis. -Opportunities and rigks are identi-
. . -
fied in the environment, weaknesses and strengths are iden-
‘tified‘witpin the.firm,‘end the motivational and’'behavioural

- constraints of management values are identified. From this

basis: an iterative matching process of identified strategic
; . . R} I - "
- alternatives, pres%pt and poténtial corporate competences,
o

| and management valuei. is conducted to evolve a strategy.

ST T Sremmm e ik et 3

This process of strategy formul@tlon is concurrently

A -

focused towards the process of stratpgy implementation. . The

L 4
implementation phase 1s‘qoncerned_w1th two broad categories
of information, firm structure and managerial style. For .

» . -
‘ each of these two broad categories, four subprocesses are

" 3

] ;_conducFed. These aret . ) .
1) analysis; * -
. 2) tesk-speci;lization; !
. 3) 'lintegretion; and ' ' .
‘ o 4) v interative reformulation. )

\ For both firm structure and managerlal style, analysis

is dlrected towards identification of the key act1v1t;es

required in the strateg’and how these are to~bem
. v \ -
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. plished. Task specilization is directed towards the break-
down and assignment of| the techn@loq&cal, economic, and
- = ~ ~
behavioural activities. Integration is toncerned with

ensuring that spedialized activities are co-ordinated. The

'

. fourth sub-process reformulation,. is directed;at the épn—

stant testing and reformulating of the ariginal strategy and

.
P

implémentation plan.

, The above brief description of the "mainstream business -

policy" strategy process portrays.this normatiwve concept.

Other more complete descriptions are found in Andrews, -

The Concept of Corporate Strategy,SanArthur and Scott's

»

Industrial Planning in France,6 and «<in Learned, Christensen
~3 -
et. al. Business Policy - Text and Cases.7 These descrip-

. tions, also portray the underlying broad framework for the

"how/ﬁg_;gpg range plan" writings.

Fundaméﬁ%él to this, and to virtually all normative
strategy theory, is the belief that.gboa general management
involves the formuldtion:and implementation of strategy.
Good managers are perceived as‘those who conduct this pro-

e
cess in an explicit and systematic manner. The three basic

L i‘ ®
implied assumptions arg: ) , .
1) Firms which employ the concept of stra?egy formu-

[

7 1}

5Kenneth Andrews, The Concept ¢f Corporate SEJStegy
(Homewood, Ills.: Dow Jones Inc., 1971).

®jonn L. McArthur and Bruce R. Scott, Industrial Plan-
ning in France (Cambridge, Mass.: Division of Research,
Harvard Business School, 1969), Chapter 1IV. )

e ‘ '

Learned, E.P. et. al. Business Pelicy Text and Cases
(Homewood, Ills.: Richard D. Ifwin Inc., 1969). '

L)
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- ) lation and implementation will achieve substan- ~

-

: .
tially better results tHan they would if it were

not used.

A

2) The better the effort devoted tp»the‘process of
stratedy formulation and implementation, the
better will be the results in terms of perfor-

v - N i "
mance. Vo
3) While the detail may vary substantially with the
particulér circumstances, appLication of the

thepry-will cover all of the bases i.e. environ-

ment, resources, and values, i.e. the strategy
a ¢ [ ]

) . ’ .
- model constitutes a comprehensive, all-encom-

@

passing package.

¢

Prescriptive Writings on Long Range Planning
. d oL

. -

3 N
' ) -

The multitude of "how to" or prescr!ptive writings on
. . - ) Fo ‘ .
long range planning'build on the above or similar normative

assumptions. They attempt to provide business managers and.
» ‘ .

students with detailed step by step procedures for con=-

- ductlng and implementing the long range planning process.

{ ' »
P In these writings; each of Bower's five catego;ies'is
. ) L,

¢ further sub-divided into the traditional nomenclature of

b 5

- . - \:
business i.e. marketing, production, finance an\i personnel.

Efforts are also devoted to the timing and allocation of theg

.

procedural efforts reqdlred in establlshlng ‘and operating

the long range pl&hnlng process. ’

'The prescrlptlve wrltlngs are based on the strategy

¢

[ S
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model:, These authors”?often assume that its normative -as-. ™

3 ° . ' . 3

- sumptlons are fact. ' John Argentl, a British long range

plannlng consultant, in hlqdbéok Corporate Planning - A

Practical Guide states, that ... c0rporate ‘planning has
e ‘achiezaipremafkable success for ﬁhe f%rms to which it has

been'introduced."8 He goes further to state that "Results

- 4 - —
.

should start to ef%eet.brofits within one year to a''small

ertentJbut:by the second year these results -should be more

*

extensive.“-9 The bellef that long rangg plannlng 1eads to /
better economic performance. is clear \Argentl states that
firms pract}cing long range planning should perform better

4 :

than firms tnét'dp not. He'does not address the issue of

whether long range planning is associated with grod\\\\

\

Andther of the many scholars writing about the practice

of long range,planning is Professor George A. Steiner of the

- 8 ' Graduate School of Bu51ness at Columbla'Unlver31ty His -

recent book entltled Top Management Plannlng10 ¥s currently

®

the most comprehensive in the field. Steiner's‘presd&iptiye

writings are:also”ﬁaféd on the normative theory.of strategy
. . 8 . . . -
4 . . s _/
and include its assumptions. Steiner states that "... other
things being'édhalﬁ‘comprehensive corporate planning will

bring much -bétter results than if it is not done. "1 With

' ' . . . L
;- ) .
, 4

-

; Y 8 J6kin Argenti, Corporate Planning - A Practical Guide
L o (Homewood Ills.: Dow Jones Irwin Inc., 1969), p. 12..

' _ 91b1d., ps 280, - /

“ r

. s loGeorge A. Steiner, Top Manageignt Plannlng (New York:
The Macmillan Company Ltd., 1969). .
. \

| 1pid., p. 85. o \_
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respéét to the practice of long range planning-he states |

that "It seems £?mme that g%?at st;ides ha§¢ beipomadeuin -
the past decade. Today's status "is cogtfibuting iﬁpérténtlyv'

to operatioﬁg."}z Steiner strongly i@piiéﬁqthat firms )

1 »
practicing more long range plannhing will perform better than 2

ﬁirms practicing to a.lesSer déé;ee& This implication ig
made,” providing all other conditioné.are similar. He:does .
not comment on whether long[rangg.glanﬂiqg is a%sociated

with growth. He offers-no empi¥ical evidence of a'cast-'
beneflt ana1y31s of long range planning. » o o

lee Argenti, Stelner clearly 1mplles that a general

»
process of‘long_range planning is applicable to all firms.
Steiner states, "..: it is becoming clgéreﬁdthat therg‘are

fundamental planning generalizations_or principlés which

apply to all organi.zatio‘r.xs.";L3 He maintajins that it is a

pitfall to assume’ "that effective total planning can be done

hd ) - - /.
piecemeal or that integration of the major parts i unneces-

safy.“l4, While long rénge planning<"éookbooks“'recognize v

t

that each firm's circumstances willigictate more or less

analysis, .they do s!aie that all of .the major elements must

be considered and.incorporafed'intb the planning process. - 3 B
-7 ' - J l\ ‘

In addition to advocating comblete, comprehens@vey,long
. L ’ o ¢
range planning for all types of firms, Steiner strongly. -

. .
% implies that long range planning’ should not vary with firm’

a 0

. L 0
121pid., -p. 719.

~ 131pi4., p. 718. o ' T '

41pidh, p. 720. . W ! -
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,Although the major portion of SteTner's book advocatas

one ideal, all-encompassing planning model,fhe reéogni;es

the possible limitations of the present theory. Hefé@ggests
2# further research is required. He implies tge one ideal. .
% i .
operational planning mpdel may not be appropriate to all

cir¢cumstances. ~An -area he suggests receive further.research

_is "probihg into (the) guestion (of) what is the proper

@ _ ) . .
planning process for different sized firms, for different

’ . R
type operations and for various c‘:onditions."15 He suggests

-

further research into the question of ""The overall concep-
. X i »

tual model of corporate planning needs to be réfined to fit

different types of situations in different companies."16

5., . LI

Empirical Testing

' * - -

.
: : - N
% i ) -

Little statistical empirical testing has been published -

in'the;field of long range planning. Much of the research

describes planning in particular firms or i‘ndustries.17 The .

- 1

authors of these studies appear to approach their analybis
with normativ:/ppsitive beliefs. <Consegquently, these
. t

studies tend fo reconfirm the poqitivé éssumptions of the

» @

L) f -

=

‘e L -
.9 “

2 A
]

& 151biﬁ§‘., p. 723. . '
~. 161pia., p. 723 0
) I7See for example Stewart Thompson, How Companies Plan \\\b
) (New York: American Management Association Inc., 1962) and

Harold W. Henry, Long Range Planning Practices in 45 Indus-
trial Companies (Englewood Cliffs, N.J.: Prentice Hall

)

Inc.,” 1967). L ) ..
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strategy concept. It is difficult to Qis;inguish§tpése )

studies from the prescriptive ‘writings. ’ .
| . , o
Most. oﬂ the actual empirical testlng has been anducted
tQ establlsh the extent of' long range plannlng practice.

These 'studies often included_a geheral searsh for refation— -

ships between firm(eharacteristiCSrand methods of blanning.

~ % " ¢

Generally, these studles have not found any relatlonshlps.”

With loose deﬁ;nltlons, the studies indicate that long range

-

planning is_ widely practiced. For example, Cleland in a

s

1962 Ph.D. thesis at Ohio State University entitled The

Origin and Qevelopment of a Phild#®phy of 'Long Range Plan-
. s

Y

- ®

ning’ in American Business.found 85% of the firms practicing

long range plannlng.18 Polishﬁk in a3;968 studgﬂbf long

range pLJnnlng in the American aerospace industr found 95%
the firms were pract1c1ng long range plannlng.lg' Prob*
exten51ve searéh for long range plannlng

* . N\ - s
correlatlons 1s in the formal plannlng systems research N

)

~
project presently being conducted by Professor Vanc1l at theJ
Harvard Business School " This 1s‘perhaps the most compre- )
hensive study ever undertaken on long range planning The -

-

study”ccmmenced in 1966 and expendltures to the end of 1971 -

werefibre than $500 000 Examination of his questionnaires

* . ¢ : - .

and the lﬁmlted number of articles published to date indi- -
. . o : : ' ‘n e -

- -,
|

v

' 185avia Cleland, Origin and Development of a_Philosophy .
"of Long Range ' Planning in American Business (unpublished doc-
toral dissertation, Ann Arbor. University Microfilm Inc.,
1962) . . :

19Paul Polishuk, Survey of Long Range Planning in the -
Aerospace Industry (Wright Pattefson Air Force Base, Ohlo.f

~8 ' (xt(

.>Un1ted States Air Force, 1969).

. [
L
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- cribes one sudh study., This repbrt assessed the corré&a-

- nonetheless, interesting., While all of the corfelations -~

v

FA

L |

.growth in firms by US;ng four dlfferent measures of plan-

‘each of the eight possible comparisons was' negatively cor-

-

cates no major findings have yet been published. Publi-
B3 . ‘ ~ '
cation of the results of other analyses are expected short-

ly.

-
- 'd

émplrlcal tests evaluatlng-the ‘effectiveness of long &

N Vv

5
rande plaﬁnlng are exceptlonally sparse. A lQGQ{Ph.D. ’ .

thesis “at Ohio State entitled Planning in Small Manufactur-—
- 20 \d

ing Companies: An Empi‘*rical étudy

.
’ ALY

, by M.A. Najjar, -des-

b

tidns between maqagerlal satisfaction w1th proflts and sales 7

n;ngun Much- to the author s appareﬁ% dlsapp01ntment na

signiflcant correlations were found. ghereesults were,
) ; ? : ‘
¢ > ’

were relatively low and without statistical sigﬁificanqe,

- e

related.: Managers of firms with planning were less satis— | oo

fied.” The author-expfessed his dissatisfaction %hat they

are in the wrong dlrectlon. such results'throw some doybt
on the satlsfactlon crlterla as*ﬁeasures of: busxness suc-
Cess."Zl‘ - S U
The authér's‘éisappointment reflected‘a f;ilure'to show T

]

long range pianning pays off. An obvious implication of the
¢ e ’ L .

findings was ignored. The consistently negative associ-

)

ations may indicate an underlying negaEiqe relatipnship

-~
2

Y] <o -

20Mohamed A, Najjar, Planning in Small Manufacturlng

Companles- ‘An Empirical Studxr(Ann Arbor: Universiby Micro-
film Inc., 1966) . - ]

" 21

Ibld., pP- 69
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between long range-planning and managerial satisfaction with

. ' profits and sales . growth. Najjar. found tHetJPIfms‘prac-
- ~ ticind® long range planning were less satisfied with their

-

~

'performance than non—planning.firms. ‘His dissatisfaction -

v g reflects his concern with the normatlve assumptlon that ‘long
-2 .-
. range planning pays off.’ Instead ‘his empirically based

! . . -
3

3 - - . ) . .
‘ ‘findings may indicate the pfactice of long range planning is

aore common in firms which are faced with the adversity of

a - . A 5

low érowthm He did not develop this as 'a conclpsion.A
) A , .
Pl N L] . 4

Only one other empirical research study‘was uncovered

»

. assessing the relationéhip between formal long range plan-
ning and subsequent ecd‘;mic performance. This' study, by

Thune and,House,\is entitled, "Where Long Range Planning

+Pays -Off - Findings of a Survey of_Formal,iInformal Plan-

- - -

ners". There is no confysion about the issue addressed in-
* this study. Thune and House attempted to determine'whether

planners perform better ‘than non—planners in similar situ- '1

e

ﬁatlons. Formal planners 51gn1f1cantly outperformed 1nformal
\ planners with respect to flve ecohomic measures.zg An x

extenslonvof-this study.wes subsequently conducted by D.M.
' . ‘

R Herold and published as an article entitled, "Long Range’ .

Plannlng and Organlzatlonal Performance A Cross Valuatlon -

Study". 23 These joint studles are the only emplrlcal tests

. S, . ; ‘ ’ \
= n A *22¢  Thune and R.’ House. "Where Long Range Planning Pays

* Off - Findings of a Survey of Formal, Informal Blanners",
Business Hotizons (August, 1970), pp. 82-87. @ o

23D.M. Herold, "Long Range Plangi and Organizatione} -
_Performance; A Cross Valuation Stydy", WMcademy of Manage
"N . ment Journal (March, 1972), pp. 91f102. \\ ST

r 4




tegy - the bellef that strateglc plannlng improves economic

*0.\"‘ T ) - ' : ° 3 0

supportlng the ma]or tenet of falth in the concept of stra-

N - [ ]
performanip P . , _ -

i

Review of these artlcles indicated a 1ack of adequate

statistical evidence to advance the assumptlon to the status

of a managemeni bi;ﬁciple. Many in the field Qf business

L

pdlicy.do. The -rese@arch dESlgn of these studles lS of

questlonable va11d From a sample of 71 flrms deflned-as,
formal planners and 21 firy fined as informal planners,

L3

Thune and Pfouse24

"darefully” selected 17 ﬁormal planrgrs

i
[

and 19 informal planners so that tﬁe\formél and informal S

Pl

planning firms were pair matched on‘the basis of broad

v

industry classification and sales-level. Since the formal
planners, gnd to a lesser extent the 1nformal planners, were

not randomly chosen, 1t 1s unreasonabﬁe to suggest they are

. ‘1o
- g A\ ]

.representatlve of ‘either formal or informal planning firms.

The results may not be generalizable beybﬁd the particular

circumstances of these firms. Questions also exist as to

r

the validity of the basis of pair matching.

Herold's study25 used the same f}rﬁs‘and data as the

-

Thuné:and House’study, with the exception that the time}
ho{izon was extended four years. An additional measure of

EY

economic performance.was also gemployed. His sample was - ,

Al

- 245. Thune and R. House, "Where Long Range\ﬁianning Pays
Off - Findings of a Survey of Formal, Anformal PlannersV

" Business Horlzons (August 1970), pp. '82-87.

25p.m, Herold, "Long Range Planning and Ofyanizational
Performance: A Cross Valaation Study", Academy of Manage- .
ment Journal. (March, 1972), pp. 91-102. ;
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reduced to five pairs Jf. firms because of mergers, acquisi-
Cd

tions, etc. Herold's extension is subject. to the limita-,;’

.+ tions of the Thune and -House study plus those related.to the
' ‘o ! . » v ‘ *,
reduction ‘in theé sample size. These joint studies add to -
the- credepce of the underlying assuﬁptions of 1long, range

e

planning. They do not, however, emﬁirically justify them.

To suggest that the claims made and implied for long.range'

LN

planning lave been proven is incorrect.

©

Further empirical research is needed into the process R

\

'»W‘.f . " of long‘réﬁge planning. ﬁot only is the amqynt~of manége— ’ .

. ment time devoted to it signifi¢ant, but the tesearch:to .
¢ dateQindicaggs there 'is meed for furtfér understanding ®&f -~ *

. the conceptual framewgrk. Thé'evereg‘ wing body of long

<

: L o ?
. range planning knowledge a@nd its practife is based upon

. -~
normative assumptions.which have not ygt been adequately -

¥

empiricaily tested. Ong/gf the main reasons for the lack o
L - '

empirical testing is the difficulty in conducting research.

. L
4 e v

Summary ) <y

Advocates of formal planning thus advance both empiri
cal tests and informed opinions concerning the Managemeni

praétice'of long range planning. In the area of empirically
’ - ~

tested research, their findings are as folloWs:

!

. . 1) Long range planning is widely prafticed in North

v

American business firms.

2) Some limited evidence supports the belief that

firms which practice léng range planning will peer:m better

g
S . s

than similar firms which do not. ) .
L - Al .
_ ©3) Some evidence indicates that firms which practice -.
L) * ) ’ ¢ ‘
- s . !

N
/‘, Al .
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long range planning are less satisfied with their perfor-’

- mance than firms that dp not practice it. .
o - I d AN ' ) . \ . i
In the research and normative writings on long range
. . - . 0 ) W ~ v . -
planning a number of.beliefs are evident. These-are:
. . ¢ . . fi)

>

1) The practice of long rangé plénning*shbuld not

} ) =

- véry by the -growth expectancies of firms,
- 2) The practice of long range planning ‘'should not

vary with the size of the firm. = ! .
. C N . . -
*r 3) The basic long range planning process should be —

applied\éo all firms without variation. . Details may vary,
. ‘ ‘ - )
but all the general procedures and areas of analysis should

be covered.

¢

Reservations About Planning o

One of the notable aspects of the literature on plan-

ning is the absence of an "anti" point of view. This ob-
vious omission should not imply its non-existence. Instead,

it indicates %hat'believers.in planning have promoted their

views. Inside business firms, planning is often delegated

!'1 -

as a staff responsibility to individuals, wighout accom-
penying operational reéponsibility. Ini{such circumstances,

negative writings on planning would naturally not occur.

While the literature of long range planning rarely = *
takes a negative point of view, géneral management liter-

' . N . . .
ature occasionally does, Four examples are presented here
- ) * dm

«

to illustrate the strength of the reservations which exist

about planning.. The. fo are: a general management class =~ -

note prepared at IMEDE by ProfésSor D.H. Thain, entitled,

“Corpofate Strategy - Geéneral Management Course Memorandum
. " v




an articié’by Charles Lindbloom entitled "The Science of. B

L
r B . v °

L tag

s . . . { .
. No. 12"; a Harvard Business Review article by H. Edward o2

Wrapp entitled "Good Managers Don't Make Policy'DgcisiQns";

Muddling Throughh} and a clasiifal descriptive book of
general management by Cyert and March ntitled "A Behavioral
Theory of the Ffrm".

‘The IMEDE genéral management course note consideys an
) . (’1‘. " ’ .
anti—planﬁing position. To “illustrate this position, the &

note quotes®the chair??n of a leading U.K. company. This v

article reflects the strength of the reservations held about

’ <

long range planning. For illustration"prposes, a few of

these quotgs'are presgnted. Y
"I have accomplished a considerable degrge of ) ) .
success in this company y concentrating on day- .
to-day operations. on of living in-the
pregent ‘or the fyttre is not an either-or problem. -

Any" sensible marager concentrates on today's
problems but iff the light of his view of the .
future. We ha several people in our company who
are concerned wi new developments. Our market-
ing-manager, for example, has just returned from a
trip around the world. I spent most of yesterday
with him talking about Wwhat is going on and the

" things he was able to observe that may tip us off
as to impdrtant new. developments that will affect

us. in, the future. .
"I think that many managers t;;kto create the
lmpre851on that hey are wiser'than they really
are when talking o reporters or university re-
searchers. If mofe top managers were realistic
and frank they woWNd be proud of.the fact that
true successes are the result of putting one good
ecision after another day-after-day. 1In the
mpany that ‘I worked for previoius to my employ- -

. ment here we had a remarkable 15 year record. I
‘can give you my personal guarantee®that this
outstanding end result was simply the accumulation.

--0f a process of correct short-term decisions. If~ C
you are operating well on a day-to-day basis, when
the dags finally amount to months and years you
have a record to be proud of ..



e - L 34 .
. "Another problem that I have wi _&strategy is that :
‘ /people who talk about it usually get involved in
long range planning.” I would sexjously like to
ask you the question - what good are long range
» plans? Either you follow them or you do not. Ef
you follow them you are sure to miss good oppor- .-
tunities that cannot possibly be foreseen by any '
planner. If you do not follow.them, why bother
making them in the first place? I have friends .
whg have beenr bitten by the long range planning ,
- . bug and I am sure that they have wasted a great ~
' - deal ‘'of time and money.on an activity that, amounts = . ,
to nothing much more than the latest management 4
fad. n26 . .

Negative attitudes towardei;aannipglare also expressed .

v

by, other authors. .Professor H. Edward Wrapp strongly im-

plies a distruéfTof cemprehensive formal long range plan-

ning. He states:
"Many of the articles about suécessﬁul executives
picture them as great thinkers who sit at their
Jﬂi\ .desks drafting master blueprints for their c§r~

panies. The successful top executiv I havg seen
at work do not operate‘thls way. Rather tha .
p uce a full-grown deécision tree, they start | .
th a twig, help it grow, and ease themselves out

on the limbs only after they have tested to see - o

* how much weight the.limbs can stand. . , ‘
. "The flfth, and most 1mportant skill I shall
describe bears little reldtion to the doctrine

- ) that' management is (or should be) a comprehensfve,

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

"The ‘successful manager, in my observation recog-
nizes the futility of trying to push total gack-
. . agas or -programs through the organization."

-

Charles Lindbloom in ant*article "The Science of Muddl-
' ]

26Dona%§ H. Thain, "Corporate Strategy", IMEDE (Generézl,
Management Course Memorandum No. 12, 1965 and 1966).

27H. Edward Wrapp, "Good Managers Don't Make Policy
| Decisions”, Harvard Business Review (September-October,

1967). - . » .

. '.
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4 " ing Thxough", describes "the ratiodmal mprehensive

’ method” of decision making which is similar to long iange

Ve

planning. With this method, the decision maker, for each of
his pioblems, prjfeeds deliberately, one step-at a time, to

collect complete géta, to analyze the data thoroughly, to

o . ~ 13 -
study a wide range of alternatives, each with its own risks
and consequences, and finally, to formulate'a‘detailed R

course of action. Lindbloom dismisses "the rational com-

-
-

prehensive method" in favour of théf"successive'{imited
comparison". To him, the decisfon maker compares the alter-

natives which are open to him in order to learn which most
< L4

closely meets his objectives. This is ﬁéb a rational plan-

ning process. Instead, he sees the manager as opportunistic

and reactive.

- -7
A

Cyert and March's "Behavioral Théory of the Firm"

<
attempts to build a general theory of th¥ economic behaviour

’ A l L]

s of the individual business firm based on case observations.

They try to £ill the evident gap between the® traditional ‘

P :
* economic theory of the firm and busimess practice. The.

central- thesis of the authors is: management decision-

making is mainly a reactive rather than a proactive process.

The coalition of top managers is motivated to satisfice a
- _
their aspiriation level constraints instead of maximizing
«

anything, especially profits. 1In this environmeﬁi, it is
: .

unreasonable to suggest that serious long range strategic

h ] +

° o~ N .
28Charles Lindbloom, "The Science of Muddling Through",
Business Strategy, edited.by H. Igor Ansoff (Middlesex:
Penguin Books). ) .
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.planning would be formulated or used. The authors state:

. . P ‘

"Our studies indicate quite a different strategy

on the part of organizations. Organizations avoid
uncertainty: (1) They avoid the requirement that.

they correctly anticipate events in the distant

_future by using decision rules emphasizing short- .
.run reaction to short-run feedback rather than

antivipation of long-run uncertain events. They N
' solye” py¥essing problems rather than develop long- ..
run\strategies. (2) They .avoid the requirement

that” they anticipate future reactions of other -
parts of their environmént by arranging a nego-

tiated environment. They impose plans, standard
operating procedures, industry tradition, and
uncertainty-absorbing contracts‘'on that environ-

ment. In short, they achieve a reasonable manage- ¥
able decision situation by avoiding planning where

- plans depend on predictions of uncertain future .
events and by emphasizing-‘planning where the plans R
can be made self-confirming through some control

device.

13

- . -

Most planﬁing skeptics are top managers with primary’
responsibility for the success or failure of a firm. Some
of these view long range planning as an oversold fad, full

of meanlngless"buzz words' with great "associational rich-

néss" This viewpoint has not been given serious consider-

ation in the literature. The skeptics about long range

planning do not necessarily opposé it. Most simply *have .

. L3
unresolved doubts abdbut the process. These doubts concern

\]

its cost, complexity, removal from reality and inflexibil-

ity. A brief discussion of the possible reasons for these

N

doubts follows. )

In terms pf‘cdst, Aong range planming often involves "

t

the hiring of professifonal andiexbensive‘staff who are not -

normally needed by the firm. #In addii?éh,’operating managers

A

29R:Lchard M. Cyert and James G. March, A Behavioral -

Theory of "the Firm" (Englewood Cllffs, N.J.: Prentice-Hall _ t

., , ]

IncA)/ 1968,
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must dewvgte val‘able timg, energy: and emotional commitment . A

to the non-p;oducti&e tasks of, teaching, filling in forms

v

making projections and writing reports. It is questionable

whether these costs can be justified.

Preparafion of a comprehensive élah may be too mammoth

L

a task. évery business\firm is an almost infinitely complex
s&steﬁi Agtempts to reduce this essenée to %‘ﬁggn are
difficult and involve m?ny oversimplifications and omis-
sions. Sophisticated computer models, forecasting tech-
niques and operating résearch methods are complex in thém-
selves. Armed with these, it étill may'not be possiple to
refleét the féal situation. In preparing‘plans} much is

*

left out and many assumptions are made. Both the product
' \\\/ ™~ » “ v ' e
and the process may be so artificial that’ they are meaning-

less.

Y .

Long range planning may be too fq; removed from reality

to be‘usgful‘ In addition to the implicit assumptions

. involved and the use of often poorly informed staff, it is

.

-~

‘feared managjrs‘may use planning as an escapist "cop-out".o

Serious planning may be done only when an extrémely adverse
ot risky situation confronts the firm. Planning'could
become management's psycﬂologiéal defense mechanism té . N
dispiéce and to sublimate the aﬁxiety,of risky and unfavoér-
abf; situétions. It may be better to face up to a problem
and accept the natural .risks in&olved rather thén to attgggb//
to analyzg it away.) | A
: Pfanning may éléo be impractical in view of the dynamic

environment of firms. Planning often assumes the status
| -

v

S A . j

o
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quo. As a result, plans ﬁay cause firms to become inflex-

ible and incapable of adapting effectively to an ever-

£ changing environment. Few managers, and even fewer business
scholars, openly express these positions. 'To do so would

attack an almost vifrtuous conventional wisdom. The risk Qf-. ’
: ’ :

being labelled "bad" or "incompetent" is not worth the

perceiyed‘benefits. :Instead,‘this po;ition is discussed

informally. ,’ ¢ . ‘ 7 ’

©

‘.

-In summary, the literature‘on'lopg range planning makes -
~ aq‘alﬁost overwhelming case for its importance. However,
}serious considerations of p;anning'shoulq also give reason-
able attention to thg possible opposinélpositionx"LQng

range planﬁing is controversial. It is highly touted in

.-

N journals, books, and seminars. ‘At the same time, some

s ‘s . . .
‘ business practitionérs still -have reservations about its

L
* value. '

[y

These reservations are based on the following possi-

: Tlities: ' ) —
1

) ?ofmaliiéé/iong range plaprding is expensive and

———_— *———————“"/ -
may not lead to better economic performance.

. 2), Long range planning tends lo be intensified in
> - face of adveféity and thus may be a "cop-out”.
\ ' .3) Practical pianning is iﬁpossible to ﬁerform be-
cause of itstcomplexity: | e
4) quanning makes‘the firm inflexible and unable to

adapt to changing environments.

¥

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

’

The above dlscu351ons of the process of plannlng were

P

from the perspective of the individual firm., Another per- S

.

spective views planning as pért'pf the total‘political,c\;>
N . v
economi?”and social system. The best known commentator on

economic 'society is Professor H%hn Kenﬁeth.Galbraith. In

. ; his»classice, "The Affluent Society"30 and "The New IndusL

)

trial.state",3l:and his most recently published "Economics - .
cand the Publlc*Pnrpese“,32 Galbraith descripes and thecrizés /;
a general and comprehensive mcdel of economicusocletyQ”‘ﬁe
discueses the nublic sector, the‘érivate sector{ and the
‘publlc at large. In his dlscu551on of the prlvate sector,
Whlch he labels as the Industrlal System, he qngents on*

» plannlng c0nducted by furms. He suggests that planning is
13
> the main {nstrument firms employ to escape from. the con-
: ;
stralnts of the environment and to effect control over their

marketplace. In many respecte, his observatlons disagree

Y ’ \ - - )
with the theories deecribed above. ' p »

. Galbraith's~concept of planning does not disagree ..

materlally from the deflnltlon of strategy formulatlon or
/ t -
formal long range plannlng. He defines plannlng in thrs e

.

manner: } : - " L

I 3 4 . . °
30John K. Galbraith, The Affluent Society (Toronto " The
New York Amerlcan lerary of panada Ltd.), 1967. .
' *
31

John K. Galbraith, The New Industrlal ‘State (Toronto:
The New Amerijcan Library of. Canada Ltd.), 1967

32

: T 3 John K. Galbraith, Economlcs and the Public Purpose -
. (Boston: HoughtonMifflin Cowmpany), 1973. .
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"As viewed by the industrial firm, planning
consists in foreseeing the actions required be—
tween the initiation of production and its com- .
pletion and preyaring for the accomplxshment of
these actions... And it consists™also of foreseeing
and having a design for meeting any unscheduled
developments, Tavorable or otherwise, that may
occur along the way.
¢

Galbraith believes plamning in today's 1argé corpofation is

¢ - |

‘esgential. H [ states:

"The large commitment of capltal and organlzatlon
ell in advance of result requires that thére be
sight| and also that all feasible steps be

- " tak n.g _ensure that what "is foreseen will trans- -

* [
_ Galbraith advances six specific reasons for the in-~
| ‘ ‘
L
.Creasing 1mportance of plannlng. HlS stated reasons are: °

1) "An dincreasing span of tlme separates the o
beglnnlng from the- completion of any task )

i
\ * » & N o

o

2) - "There is an increase in,the capltal that is
- committed to production as1dé\from that
occasioned by increased output ..." t_

. %) "With increasing technology the commitment of
time and money tends to be made ever-.more «
inflexibly. to the performance of a pa;tlcular v

-~ 1 taSk ---" . '

45 "Technology reéuires specialized manpower

¢ o 5°

. i - / -
5) "The inevitable counterpart of specialization
' isporganization. This is what brings the .
wotk of specialists to & coherent result ..."

' . ¥
\ <. 6)% "Frd& the time and capital that must be
~ committed, the inflex1b111ty of this com~
- mitment, the needs of large organizations’ and .
o . the problems of market perfogmance and under .

conditions of advanced technology, comes the
¢ | ' B . S

1 -

\
33r-ohn K. Galbralth The. New Industrial State (Toronto.

The New American\lerary of Canada Ltd:), 1967 P. 36. -

341pia. 4 p. 6.
;

- L

-




necessity for planning Tasks must ‘be per-
formed so that they are right not for the
present but for that time in the future vwhen, .
: * companion .and related work having also bee o
' done, the whole-job is completed ... thus thé& ' L
need' for pldnnzng.... he need for planning ’
arises from the long pefiod of time that .
elapses during the productlon process, the *,)
high investment that is invalved and the '
inflexible commltment gf that 1nvestment to
the particular task."

a .
Planning is of such importance to fifﬁs in the indus-.
" . -. * 3 -
- trial system that Galbraith contends it is the main variable
' ’ forrdistinguishing among them. gﬁersuggehts that a sharp '
division exists among-the firms in the industrﬁdﬁ system on
r 4 the basis of planning. He divides the industrial system
into two categories - the market system and theaplanning
system. He describes thi§ disfinction as follows:
\ : . T . - - '.a
- "This distinction which may be thought of s J R
separating the twelve million small firmg from the
N one thousand giants, underlies the broad ‘division
of the economy here employed. It dlstlnoulshes— ‘ i
what is henceforth called the market. system from;
what is c¢alled the planning system. "3 . ; i
- . " "The difference between the’ plannlng and the . .
) ' -  market systems does not lie in the desire to .

- escape from the constraints of the market and to
- s effect control over the economic environment.: It
is in the instruments by which these are accom-
J plished and the success with which they are at-
" tended."37 . . _ : .
f - » ’ . ‘ 4 ¢ {
Galbraith states that management in the planning systen

] o _ . . , .
useixplanhlng as one of.the major instruments to preserve

[ ' Lo g
its autonom?. This planninge#ends to be compgehensive, oo
331bid., pp. 25-31. e
~ . :
" 36

John K. Galbzalth Economics and the Publlc Purpose -
(Boston: Houghton Mifflin Co., 1973), p. 44.

371via., p. 49. , , ' '

\
-
ak
3




s product planning, prlce and market strategles, procurement
/, plannlngf_etc., Plannlng is employed by the fzf\‘s techno~
structure to acqulre and malntaln powerq: He observes that

- firms in the planning system will do more.planning, be of a

' .

ﬁ larger size, grow at slower.rates and suffer less growth

-

variability. s \

B Galbraith suggests the disting¢tion between the market \L

- 1

system’and the planning system is net a simple, dichotomous, '™

. : N .
- 'in or out' situation. Instead, within“the planning system,

a virtual co nuum exists. He states:

"The firmg® in the planning system ... - are.by no

' ’ means homogeneous. At one extreme are relatively
-small corporations where organization is still
elementary - ... At the other extreme are General
Motors ... As one proceeds from the smaller cor- .
porations to the . gjiants, the role of any 51ngle
ifdividual dlmlnlshes / the authority of organi-
zation increases. Among the very large corpora-
tions of some age - those ¥ shall refer to as the

. mature corgpratlons - the. power of organization is
plenary , .

' ’

1f, as Galbralth 1mp11es, a continuumn ex1sts in the plannlng
system, it sbould be dlstlngulshable on a number of vari-

ables. He suggests a few of these. Galbraith observes:
: . ‘ .

»
planning increases with firm size, growth declines as plan-

- o

" ning increases, and growth variability.decreases as. planning =~ - »

-
= 3 R ~

»”

L2 n 4 -

— ’ -

-"  .inGreases. e . -

In his writings he states that long range planning .,
. increases with firm size. For example: .o e
. ) _

"It is clear, first.of all, that 'industrial plan-
ning is in unabashed alliance with size."39

N . - P N -

\

. 381pid., p. 83.




«» "The most obvious requiremeént of effective plan-
‘ ning is large size. This, we have seen, allows
: the firm to accept mf;ket uncertainty where it
i cannot be eliminated; to eliminate markets{pn
o which otherwise (it would bé excessively dependent; . N
to control other markets in which it buys and . -
"\ sells; and it is very nearly indispensable for
' participation in that -part of the economy, charac-
' . .- terized by exacting technology and:comprehensive
- planning, where the only buyer is the Pederal . , *
Government. : That cokfporations accomodate well: ‘to
this -need for size has scarcely to be stressed.
. They can, and have, become very {9:@9;"49\\ .

albraith aléo implicitly Euggests a'relatiqpship be-
tween..the practice of plannlng and growth. 'According to
. Galbralth, planning is the major technique that firms employ
- to achieve their ambitions. But, he states, this motivation

. R B \
is net-to maximize profi%§. Instead, Galbraith maintains

b

that management, - he refers to it as the "' technostructure’,
» "

. ‘ . : * < : «
- is primarily interested in*présérving its autonomy frdm

creditors and shaféhongrs. “To do this, firms must achieve .

only a certain minimum level of earnings. No perceived need

exists to maximize profits and therefore it is not done. . He
. ' ' .
‘states:

"If revenues are above some minimum - they need
not ;be at their maximum for no one will know what -
- that is - creditors cannot lntervene and stock-
R IFolders cannot be aroused.

&

%Max1m1zat10n of income for the *technostructure is
neither needed nor sought." -

-

L]
Y

-

° ‘39John K. Galbralth 'The New Iﬁgastrlal State (Toromto:™
’ The New American lerary of Canada Ltd‘T} 1967, p 42.
' 40 -

Ibid., p. 85.
411pia., p. 93.
- #21pia., p. 148.

®
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"The mature corporatlon, as we have seen, is-not - .
- compi%led to maximize its profits-and does not’'do
50. . ]

Galbraith further justifies this position by referring
to the relationship of firm size ta profifgbility. Other

writers44 and economists suégest that iarger firms'do not
~ grow as rapidly as do smaller firms., This has’'been tenta-

»

¢vely explaimed in terms of declining economies of scale or
- an unavai;ab%Li£x’of-adequaﬁq\supply of gmnagerial talent
relative to size. Galbraith challenges tﬂ{skposition.
Instead, ‘he maintains-that Iarger,fi;ms are better ablelto
maximize profi_ts._ They do not, 'he ass‘erts, becaie manage-
ment is not motivated to ﬂo so. He explaihsm managers with

the aid of: plannlng reduce risk by tradlng off- proflt maxi- Y

mization for securlty and the opportunlty for persdnpal need y

satisfaction. He expresses this position as ows:
. . X . )

"Should it be that as the firm hecomes larger, it .
is better ‘able to control its costs, its tech-
nology, its prices, the ‘responses of its consumegs r
or the goverpment fwere all these a -dependent = '

~ ‘variable assoc1ated with ¥ize), the scale at which :
profits are maximized could obviously increase

with the 1ncrea51ng“312e»ofhtb%_flrm. To increase

size and associated control over COS£§7‘techﬁolog1
‘ .* cal processes, pri¢es; demand and the state could T

% become, then, one way of maximizing profits. And,
as will be presently "be seen, proflt ximization
is not, in any case, the cefitral goal ®f the
technostructure. Above a certain profit threshold
the mefibers of the technostﬁucture,are better
fewarded by growth itself."4%> - {

! 5
i
" -~ - ‘,
s i . ’
- M *
. L) 4
43 . [
- B

Ibid., p. 171.

" ]

. . 44See for example, Edlth T. Penrose, The Theory of the ©

Growth of ihe Firm' (Oxford: Basil Blackwell & Mott Ltd ),
1959,

¥
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“ Frém Galbrahxh s perspective, the- xnd1v1§ual firm as 1t
1 ¢
increases in size will put increasing emphasis @n planning .
. , i

to increase the security of management. - In order to main-

tain secufity, planning is directed to a number of specific

-

ends. The first of these is to ensure an -acceptable level

» -

of earnings.

/ "With low eaxnings or losses it bgcomes vulnerable
to outside influence and loses it® autonomy. But
above a certaih level more earnings add little or

nothing to its security therein-... This casts
light, in turn, on the assujption that the mature ,
corporation will seek tom nize its profits. By

.the most elementary calculation of self-interest,
the technostrxucture is compelled to put prevention

. of loss ahead of maximum return. -Loss can destroy
the technostructure high revenues accrue to
others. If as will often happen, the makimization-
_ of revenues invites increased risk of loss, then
the technostructure, as a matter of elementary
interest, should forgo it. :

sThe need for protecting a minimum level of return
will have, in“turn, an important effect omn indus~-
d - ‘trial planning. While it will be desirable to
achieve planned.results, it will be even more
,1mportant to avoid unplanned dlsasters.46The first
is plea51ng, the .second can be mortal.

. T Once’ thls goal has been protected the 1nd1v1dual firm ‘. -

" can direct 1tse1f to other dgoals. Amomg these, of course,
* : * -~ = . ~

.;s'growth. Galbraith states:

. "A rate of earnings that allows, over and above
investment needs, for progressive rise in .the
dividend rdte will also reqularly be a goal of the - '
techndstructure. This return must not be achieved
by prices, which would prejudice growth. Nothing
better shggests thé ‘primacy of growth as a goal -

L} . )

®

e ’ ! : 4
-~
o

o 45John K glbraith,éEconomics and the Public Purpose e
- 7 (Boston: HoughgHn Mifflin Company, 1973), p. 83.

© 46

John K. Galbralth, The‘New Industrial State (Toronto:

The New American Library of Canada Ltd., }§67), p. 179.
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than the vehemence with which this would be dis- .-
mlssed as unsound business practlce. The risks
takeh for such higher return,- it is. axiomatic, 7
-~ must not jeopardize the bes;c level of earnings."”

. "~ Galbraith's position_with respect to preofit maximi- ,
zation and growth appears almost contradictory.. He makesg, it

. . - clear that larger firms with the aid of their planning do

not maximize profits. Instead they strive to preserve their

managerial autonomy and protect a basic level of earnings.
. ] ’

At the same time he contends that growth is a primary goal.
. * ] &

But larger profits is a main method of achieviné growth.

3

. . Flrms which do not max1mlze profits wi l be less able to -

‘maximize growth. A reasSonable 1nterp;etatlon of this ap-

- ‘\‘ . ) . -

parent contrad}ction is that while growth is a major goal of
- : L4 A '- T

large fimms, a trade-off is made with it when profits are

-

- : not maximized. Large firms will use olanning to achieve

\ .
growth but since_they are not primarily interested in maxi-
~ . \\‘

mizing profits theykwill tend ro grow slover than firms

which are maximizing profitability. Those firms which do

not plan may bé‘expeéted-to grow at faseer gatee than firms
N which do plan. Aiso firms which dOvplen‘will be expected. to

show greater growrh in sales and total ¥esources than they

-~

w1ll in proflt growth ) K - o

In summary, Galbralth S views on plannlng, based on his

-

observatlon of the 1ndustr1a1 system, dlffer with those who

" .
f

T . discuss plannlng fram the V1eWp01nt of the 1ndiv1dual;f1rm.

-

‘Galbraitﬁ suggeéts the folfowing relationships &o plannipg

Cw . Y
. A s ] -

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

)

that planmiess; o=
3) Thg gxawth of firms that plan'more will be less
variable than/;yét‘exgéfieﬁéed by firmé that plan
less; . | g . o ~ ,
- v

4) Differences exist on the basis of size, growth,

- - ,
\\\\\\and_na;iabiiity\begween those firms that plan -
ﬁhe Planning*system and those firms that do not

N plan = the*market system; and |

-

5) Within the planning sysiem - a segmentable plan-

ning continuum exists on the basis of the above

D)

variables.

. ‘ X i *
) ‘ These suggested relationships have ‘been chosen as the hypo-

s, -

theseseof this research study.

-

>

-
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Chapter 3 ~

RESEARCH METHODOLOGY

This‘chaptef presents the methodolegical considerations

.

of this research study.. An overview of the research desigh‘

» -

is exhibited flrSt followed by discussions of: * the re-

]

search sample and methods of data collectlon\\heasurements

of long range planning, measurements of firm size and firm
-~

growth, and measurements’ of growth variability. This is
followed by a description of the analytical procedures

applied to the data. .

A\ ]
L

An Overview of thé Research Design ‘ A

The basic design of this research study was straight-

forward, in that it attempted to discover whether there were

relationships -and differences between the practice of lohg

1)

‘range planning and each of -firm size, firm growth and growth

Variability. An outline of:tﬁé’fesearch methodology is’

shown in Chart IIIwl which - follows ' v
{ -
The research de51gn is. bu1lt upon a prev1ous survey of

long range plannlng practlces in Canada S 300 largest.flrms

conducted in 1968'(A). ' That st y achleved a response rate

of 54% (B). AFor each of the’ sam le firms,'an assessment,(Cl

’

N '
v, and ranking of the formal long ra ge planning. practices as

MWM*M’ ¥

¥

b4

a’

of 1968 was made from 1nformat10n obtained in the questi®n-

-

- \

. ! 7 .
puter data bank of company fihancial information annual

naires (D). From the Flnanc12} Research Instituté's com-

reports and follow-up correspondence (E), information was

obtained on/each firm's size and growth in the period 1968

., 48
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(A)

(B)

(C)

(D)

' CHART III-1
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An Overview of the Research Methodology

«

Population: ) ‘ S
. - Camada's ustrial System-

o
5 N v
. , . N L]

Population Frame:

- A compilation of Canada's 300 largest

firms ‘as of 1968

*

-

L

Sample: .
. .~ responses from 162 firms,

firms

‘ subsequentxﬁ "
loss of 21 firms for a sahple 141

P

e

1

Planning Information: (E)

- Assessment Measure-

ment and Relative .

- Ranking of each '

sample firm's long
range planning as

of, 1968 : <

Financial Information:
- Financial Research-

Institute Data Bank
- Annual Report File
- Follow up letters
and telephone calls
for missing infor-
mation

1.

]1- Long radge planning

Measures of: ) (F)

“

Measuresg off

‘- Firm Size

- -Firm Growth -
- Growth Variability

~ g

>

(@ | statistical Procedures and -

Analysis .

7
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to 1972 (F). Tests. for associatibns and differences (G) 4

. , ,
were performed between the assessment of long range planning 4

practices (D) and each of: the measures of fi;m size, the

measures ngfirm subsequent growth, and the measures of
. fl - . -”
gfowth variability (F). A more complete description of each

S

_._of these steps and the obstacles encountered follows.

' A

-

The Research Sample

As mentioned above, the sample for this reseénchhstudy

was tﬁaé of a previous survey of long range planning pfac—
. . *

tices conducted in a 1968 study, entitled "AhSurvey of Long

Range Planning in Canadian Industry."l It was prepared by

Braithewaite, Malcolm, Nicholl anq‘Erétty under . the direc-
tion of‘P;Bfessor D.H. Thain at the School of ‘Business
Administration of the University of Western Ontario. This
. study mailed’questionnairgs to chief executive officers in

each of -the 300 Iafgest firms in Canada. The original B !

——~ Nl

questionnaire responses had been carefully kept intact, for

future research purposes. y

Close scrutiny- of these guestiomnaires indicated they

~ .

were exceptionally comprehensive. A copy of this question-
naire is attached as Abpendix”l. In most cases thé_qués—
tionnaires were completed by a top, if not the tgg, official

. '] -
.of the company.- A list of the companies responding, with

the respondent's title, is attached as Appendix II. The

L
*

s

"’ lJ.L, Braithewaite, et. al., "A Survey of Long Range

Planning in Canadian Industry"” unpublished, The Universjity

of Western Ontario, 1969. The guestionnaire employed in this

report is based upon a 1963 ,study directed by Professor Thain.
. T . .

oo ' ’
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guesW¥ionnaire consisted of 60 questions covering an in-depth

probing of the ind}vidual firm's busineés planning process o
and its ﬁinancial Status up to 1968. * Comparison of this
questionnaire with research surveys/bi,loug range glanniﬁg
practices done in the United States indicated this one Wwas
substantially more Qompletg. In discussions with business

managers the impression was gained that this guestionnaire
8, / ‘

represented the absolute maximum demand level for infor-

»

mation by mail that could be put on execugives.’wThe Braithe-

waite et. al. study relied heavily on the prestige of the

’

University of Western Ontarioc School of Business Adminis-

s

tration andfon a personal letter from its Déan,,

The Braithewaité et. al. stidy defined the population .
f:éme as a listing of the 3004largest firms in Cégadg which-
‘yas compiled for this purpose from the Finanial Post Survey “
of Mines, i968, éhe'Financial Post Survey of Industrials,
1968, and the Financial Post Top 100 by Sales, 1968. From

this defined popﬁlation of 300 firms, responses were re-

" ceived from 54% of the firms. 1In the present research study

v -

twenty-one firms were removed from this initial sample &f
firms to yield a sample of 141 firms. These firms were

discarded either because it was evident from a close scru-

tiny of their questionnaires that they had not been.properly )

"completed or bécause financial information could not be

L

obtained on the firms either as of 1968 or 1972.
’ .

Consideration was given to the potential biases of this -

resulting‘sample prior to thg research analysis. Sampling
bias could have occurred in any of the following areas: _' :

4 ' | \ 

~ b t

5




- .the choice of the population frame - the top 300
/ L]

£irfis!in Canada, e N

-

- the non-response bias, - T
N - -

- _tﬁe loss of sample firms for which financial *

¥

information could not-be obtained or that had not
N A - ) . .
adequately completed the questionnaire.

A brief description of the consideration given to each of

these biaﬁgs follows. .

The choice of the population frame presented no signi-

ficant bias. This list represented thélmost.compiete com-~
! 1 4

pilation of large firms operating in Canada as of 1968. The

significancé of the non-response bias also appeared to be

very small. The 54% response rate was eiceptionglly higﬁhﬁ

for mail surveys, particularly when the comprehensivenegs of
®. - ' .
the questionnaire was considered. . With respect to the

discarded incomplete guestionnaires, no substantial bias .
"appeared to exist. Inclusion of those suspect question- -
naires as 1low or non-planners may have induced a more sig-

nificant bias due to the real possibilityvtﬁat they were not

filled.iq,consgiéntiously. For those firms discarded be-
cause of the impossibilify of obtaining any financial in-

formation, their inclusion would not have allowed any cort-
/
- ]

parisons. This potehti@l bias was perceived as small be-

cause the ﬁqﬁber\o% firms involved was very few. When onlYi

™. 1

s o . . . L. , :
part of the regquired financial 1nfq;md%10n-was available the

firm was retained in the sample and when tests involving the "(/

*

available information were'made these firms were included.
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'\ and. the 95% reported 1n the Cleland and Polrshuk studles

13

. . ) . LT Ty , . 1 .
' ® firms not only on the basis. of whether one /Tirm practised .

LI ‘i’ R 0 53
Measurements of Lohg Range Planning' ' ’

PR

One of the mafor obstacles encountered 1n ‘this research

-

Study was asse551ng and measurlng formal long: range plannlng

I . w
in the sample finms. Relative rankings as 'a’ method gf
L] . ) A kY
measurement of long range planning was chosen ‘over more :
r ] v ’ L N . - . :

common, dichotomous methods. Other research,studies have

fused dichotomous methods which distinguish between planners

and non—planners or‘between forhal plannersxand ihformal .
planners. It was feltﬂthat,sﬂéh/;ethqu do not_represeqt
varlatioﬁs ln the degrée of 1089 range planh;ng
racticed in largeiLnterprdses. ;As mentioned in 7 & .

;other'research~studies indicate that most firms
f 7

L4

the, ac
effort as
Chapter'i

practlce long range plannlng.o The survey research which
N,

®
&

pr0v1ded the long range plannlng aata base for this study ., -
shows that 86% of the flrms conducted some long range plan—

ning, Examlnatlon of thESe questlonnalres sbowed that the
extent of the longfrange planning practicéd varied substan-
pL ']

tlally ThlS proportlon compared favourably w1th the 85%

!

P

preV1ously mentlonéﬁ'lh Chapter 2 of th;s report. In order’ , . /

to give adequate con51deratlon to these important variations .

.y ° -

a ranking methpd was‘deemed essential. _ 'L_ g
. ' ' R L

It“would ‘have been’ dé¢sirable to create’ a measurément ’
. - 4 . ° , .

system which Would have‘distinguished between the. sample

.
4 o

more long range plannlng than another, but whlch also would~

have permltted an expressjon of how large the - dlfferences

- L]

" were betweeh any two firms. Such measurement system$'are- -
ENE S L ‘ o w

. . . .
T f s N g 11
. . o . F o » , . .
- -

"~ 7
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P
g : J
usually xeferred'to,as-lnterval level measurements. " At the.

outset, 1t was recognized that constructlon of such a

. t

measurement system for long range planning would be very
difficult, if not impossible; but :also pfobably very mis-

leading. Instead, design o? the measuiihg system for long
/\' i -
range planning in the sample firms focused on methods which
.. V4

1

enabled distinction merely on the basis of :greater than' or.

-

'less than'. Such measurement systems are usually referred

to as ordinal or ranking scales of measurement.
. e

It was possible to develop ranking methods which al-

¥

lowedgsimple relative 'greateér than' 6r 'less than' dis-
- 1 . . . . . -
tinctigns of the long range planning efforﬁs among the

firms. Such ranking methods, by-mecessity, were based upon
' .

the planning elements surveyed‘in the 1968 questionnaire. .
. A '

The elements included in the questionnaire concerned the

-

standatdized procgdures employed in formulating the.long;.

rl

range plan and’ the. nature of tHe resulting long range plan.

-

Ten planning charaateristics were surveyed. They were as

follows: . . ) e
) .
1) The existence of a corporate strategy that is
- writtén, - :
R X - S .
’ 2) The existence of a corpordte strategy through

which the company plans. to achieve 1tsiyoals-
and/or ob]ectlves,

‘ - B . »
-3)  The existence of-written goals -and objectiVesh“
. 4) The ‘existence of long range forecasts which are

. © revised on a regular basis for any three of:
: . market, sales, production fac111t}és, funds, Qr

_personnel 3
5) THe existenée.of objectived which atemspecified in
‘. quantitative terms,, . . o
- . ' '\q’ o ! '
. L
- \ !
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p . 6) The existence of an annual réview of the long—-
* rahge plans themselves, .
\ 7) The existence of standard practices f6r conducting . L

) the long range planning effort, - \
S ) .
8) The existence of standard practices forlgégnally

T

(o reviewing and updating long range plans,
7 b .
9) ,The existence of an annual review of long range )
plannlng procedures and’ methods,'
10) :The existence of a full tlme'planning staff. :

. \ ~

‘'For the ;purposes of t?researgh questionnaire, key
. v ‘. PR . )
terms were defined as\ follows:

~ R . *‘ .
-  Company goals)are broad, gqualitative statements
. whigh provide’basic guidelines for theé company'a
‘ , -activities. .

-+ Company objectives are quantltatlve statements {o
+ . generally, falllng within the broad framework of
. : the company's goals. . ' =
- Strategy is a set of top management decisions that ' .
commits the organlzatlon and its resolrdes to a’ —~
séquence of major moves de31gned to accomplish
agreed upon goals andYor objectives. These moves
3 are conditional, depending upon the firm's future
~ environment. A gpecific date should be set for .
' each of these future moves: . -

’
’ B 3

) ’ - Long Range Planning 1s, prlmarlly, formulatlng
. company goals and objectlves .and establlshlng;a

-8 strategy for accomplishing these goals and ob-’
. jectives. ) -

. ' - Standard practices are written procedures out-o
- . }1n1ng a planped approach ‘to long range planning
c— ‘ ~pact1v1t1es. . -

A

.

A copy of these definitions was included with each mailed
o 7

- -

. 3 b ‘ :
.questionnaire. : ' . _
. ¥\, ' ' . e .
\\\. . Two basic approaches were -used in establishing Ahese

rankings. Adopting more-than one  method“was elected

] ; -

.order to-increase the objectivity and discfiminating power

) . ,’ of -the .rankings. Each mefhod acted as a‘chegy on the other.

[y . R -
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The first appioach was based upon’ judgmental criteria of

-~ ‘ \ b}
N : what constitutes a+comprehensive long’ range plan. The basis
for the second approach was a survey polling of relatively
- . - » i . .
*well-informed individuals. Thishtwofﬁold approach provided

an inherent check for consistency of each method of ranking

and alsorprovided the opportunity for the construction of

ranking methods which were di'scriminatory.

L . <, . ‘ ) )
The objective criteria method of ranklng created four
’ . ~

\ . T
. categories of long range planning based ipon what was- pér- .

ceived as comprehangive lond range planning. These criteria

.

‘may be summarized is shown on the .following Cherg I1I-2.
";High Planners" wen; defined a ‘fig‘ms whieh ind_icated

they had a wrltten strategy, wrltte goals and written

obgect1ves,,w1th the objectlves ex1st1ng in a quantlfled

form.. It was reasonable to suggest that a firm possessing

. , T ' e
¥ these attributes has analysed its own strengths and weak-

nesses, ane}yzéd its environment, determ¥®ned its own present

- . N ¢ . ~

L. i . . . A
prognosis, generated alternatives and chosem a specific

. . - % = A

series of ‘action moves. These firms have devoted substan-

tial effort to long-range plarhing. Vs ' P

"Medium Planners" were .defined as firms which had made

some effort to project where they were going; and had .some
- . ' . R

: C A
idea of the action moyves they would make to influence their .

success. These firms had made forecasta or prognoses of \
a prog O]

important element's of their business and had developed a

strategy to cope with their anticipated future. fTheir'

. strategy need not have been wrltten ' : :

"Low Planners were deflned as- flrms whlch had madggﬂ'

-



.

Planning Categoxy

Criteria for Distinguishing Between
"High Plannerxs", "Medium Planners”, "Low Planners"”,

a

‘* “High Planners”

"Medium Ple;ns;S"

7
,.\

.

1) an annual review of thelr‘iong

- CHART III-2

and "Non-Planners"

_Loﬁg Range Planning Characteristics

These firms were identified by:

1

1)  an expression that they did formal .

long range planning, and
2) a written corporate strategy, and
3) " written goals and objectives, and
4) ohjectives which were in a guanti-
fied form, ang v
5) an existence of long range fore-
casts for at’least three important
—- . dimensions o#.the business. : :

.These firms may or may not have had:

range pléans,
2) standardfpractices for conduc ng
long range planning,

3) standard practices for reviewing

" . and updating their plans, .

4) an annual review.of the planning .
procedu nd methods, and

5) " a-full tiwg planning staff.

These- flrms did Lot qualify as "ngh
Planners" but dl@ show:

- o »

P

1) - an expression that" they did formal

) long range planning, and

2) .existence of long range forecasts
for at least three important dimen-
sions of the bu51néss, and

3) existence of a strategy, but not
necessarily wrltten

P

These firms did not have:

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

These firms may or may not pave had:
&
1) an annual,rev1ew of their long
range plans,




-

OSSO RS
§ ‘ o8

"LLow Planners" -

. -

. "Non-Planners"

e
¥

’
2) standard practices for conducting

long range.planning,

standard, practices for reviewing

and updating their plans,

4): an annual review of the planning
, procedures and methods, ahd

.+ 5) a full time planning staff.

3)-

These firms did not gualify as "High
" "Planners"” or "Medium Planners” ‘but
they did indicate: .
1) an expression  that they did formal
- lond range planning+, and -
.2). . the existemce of at least one of.
. the other long range planning
characteristics. )
N S N

£

These firms did poE have:

1) a strategy - ' .

.

These firms stated that they did not
”bractice long range planning.

‘They generally had none of the ten
planriing characgeristics.
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effort at long range planning but had yet to develop-even an

: unwritten torporate stra%egy. Their efforis at long range s

4
1 ¥

plannlng werée indicated by the eight long range planning

characterlstlcs whlch did not pertain to corporate ;trategy.

_"Non-Planners" were "defined as firms which statédl?ﬁey
R . - ) o .
did not practice long range planning. A scrutiny of their e

* guestionnaires indicated they had few, if ‘any, of the ten
long range planning characteristics. * . o,
- The polling'Eﬁoroach‘eatablished long range plarfning

-
"

¥ankings bj surveying the opinions of informed individuals. -
This was done in two ways. One may be described as an

\

additive approach; and the other as a multiplicative ap- .
proach. " The  additive ranking method was determined by

examining the relative weightings given for eaéh'of the ten

3

"

long range planning gharacteristics. Each of the respon-

deots was asked to'give each long_range‘plenning charactér-

istic a humerical'value. eThe‘total of the ten character-

istics was to equal é _score of twenoy-five“ For ranking

purposes, the value of each of the individual long range #

. plannlﬁg characteristics was determlnéﬁ by averaglng the
estlmates pxepared by a combl ea total of twenty five doc- ”ﬁl
toral students and faculty J%o ware chosen as polllng res-
pondents at the School offBusinéEf Administration of the
Universit§ ofvweséern 6ntafio=s;§ summ of the results

, obtained in this polling survey fis at ached as Appendig III.

| 5 Loné iangé oianning'scores were then Qrepared fof each of

/ S '

the firms 1ncluded in the sample by an a‘?l}catioﬁ and

v - ¥

sunmation of these average values to-the ong range planning .
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give adeguate consideration to the interdgpendency of, and

: - ‘ 5 '
tiplicative ranking methdd was developed. Approximately 40

_  of a large portion of the firms in the sample. To control

mined.as the average score given by the remaining twenty

» L

characEiristips whtich existed in each firm. The maximum o

4
long range planning score obtained by any one firm in this
. D Qo [Y .

sample was 25 and the minimum score proved to be two.v These °

.

scores weré. then used to rank the sample firms in the order

of their long range planning effort. While" this .additive

°

ranking index was more objective and diséfiminating than the

judgment ranking method, recognition was Fiven to the limi- -

- TN e

tations of ad&itive methdfs. .Addifive approache's do not,

possible syneréy between, the various bompdhents.

In drder to overcome this posgible deficiency, a muiv-

graduating honours business students were présentedfhith 26

combinations of  the ten long range_ plahning charactgristics
. N .« - [y . “
\ \_ . . . .
and asked to give each combination a score from 0 to 100. ‘

These particular combinations wer€ chbésen tq‘eqsure coverage

L]

for consistency, two 6f‘the 26 combinatioens were identical.

Those students who did not give»ﬁhesé two identical combi-
. . ' ) :
nations a long -range planniﬁg score within five points of
A . % . .
each other had all of their long range planning scores

. . - . » ‘ .
discarded, As a regult, the 'long range planning scores for

©

each of the twenty-five. different combinations were deter-

-

) . .

students. A summary of .the results obtained in this polling >

LY

survey is attached.as Appendix 1v. o .
’ / B

- [ el

Firms in. the sample which exhibited one of the 25 o

combinatioris were then .giver a long range planning scgre
- J s .
. 7~ .
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study. The sample, firms were ranked by each of the three

the follow1ng page. The tlght ass
tical significance, levels clearly /indicated that each of the
, A ' Py )

tbree\different.1ong.range planp'og indices were each

‘ . 61

equal to the average forx that combination determined by the

'

polling survey; For those few firms exhibiting a kong range

r
planning characteristic combination which was not scored in

@

the survey, a planning scofe was interptlated. ,The maximum . .

'long range planning score which any one firm obtained in -

this sample wis 100 and the minimum score was five. The&s

scores were then used to rank the Sample firms in-order of

their long range,planning efforts. This method was both the

most sophisticated and the most discriminating of the three
re v -~

S . EEE
measures. In many respects it proved almost as powyerful as

1nterval levels of . measurement
12 )

All three ranking methods were used in-this research

different methods. Statistical tests were then conducted to °
determine whether or not the resultant long range’ planning

rankings were s%atistically similar. The three ranking
methods were retained throughput the analysis in order that

P . . . A rd ‘

'lxﬁeir objectivity could Be 5ontinuallg checked. A compari—

son of the distrlbutions obtained by the three scoring
methods, are shown, in Table ITI-1, on the following page.

In order to further check for. consistency between the

—three‘diffefent'Iong range planning jndices, Spearman Rank

-

. . o { .
Corr%lation\coeffi ients weére computed. In each of the
AN PR ’
three\p0351ble compinations the deqree of . assoc1ation was
i >

-

"1uery hl;h The as dCl&th‘f are slown, in Table dII- 2 on

ciations and high statis-




' ' TABLE III-1

Comparison of the Three Long Range Pfgnning\u;_///

Measurements on the Basis of Groupings - ‘
- I'4 .
: : Additive Multiplicative
Planning Categories Juddment -Polling Polling
»(with additive and , \ o
multiplicative 0 .

planning scores’
indicated within

brackets) 4 . - .

e N = 141 - 141 . 141
Non-Planners 20. 6% 20.6% 20.6%
wa-?lanners: 14.9

i(less than 12) ’ //) 16.3

(13 to 49) » 18.4 J
Medium .P1¥nners 31.2 ” v,
(12 to 19). 29.1 -
- (50 to 78) , ' 27.0 .
P :
High Planners . -~ 33.3
© (20 to 25), . . 34.0° - .
" *(79 to 100) - .+ _34.0
100.0%  100.0% 100.0% ” "

TABLE III-2 ° . .
Comparison of the Three Long Range Planning
Measures on the Basis- of Correlatiom Coefficients

- ' Spearma .
LOng Range Planning Correlatibn Statistical
g Measures Compared ‘Coefficient Significance
Judgment to Additive = . .82 . .00l
Judgment to Multiplicative f .83 . .00l
Additive to Multiplicative .98 .001-

measuring the‘game thing in a similar manner. The higher

aSSOCiation betWeen the additive and the multiplicative long

)

range planning measures reflected the substantially greater .

discriminating power of both these two measures. o
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-The above %ethods of measuring long range planniﬁg may
seem elémentary and crude. Empirical testiné reseafchnin
the field of long range planniﬁgwis presently in thé early
development Etage. This level of_deﬁelopment of both the

theory' and the research fequired the déé of tentaﬁive tax-

S

onomies. Advancements in this’body of knowledgé»wlll likely
be made only 1f pre= empted by attempts to use tentative

measurement methodologies. The usefulness of these “enta- ~ . . '

T

~tive taxonomies can be determined only after research util-

)

Ky

. n

izing them has been{conducted(,.2
$ .

Measd}ements of Firm Size and Firm Growth . C.

* Firm size and firm growth were each measured across
a - . » o
five dimensions: assets, sales, income, employees, and

| common stock market value. The choice of these particular

P
measures was made 'to give a fairly comprehemsive perspective

of both each firm's size as of 1968 and growth during the
period 1968 to 1972. Each of the five .measures are fami-

liar, easily understandable measures which are often used to

describe any  firm's present status and progress. Their
relevant Qefinitioﬁ§ were based on historical ‘accounting
? information extracted from published finangial statements. o
'.The faciiities of' the Financial REsearch Imstit&te $erg
/

. . %
employed to obtain mych of this financial information.

L

L]
Aided by the Canadiapn Institute of Chartered Accountantg,

¢

EFor a discussion of the use of tentative taxonomies

see for example,,C.J. Burke, "Measurement Scales and Statis-
tical Models", in Marx, M.H., ed., Theories 4in Contemporary
Psychology (New York, The Macmillan Co.), 1963, p. 149.

-

14
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certain adjustments were made to this data ‘bank of published ~

figures to make ghem more approprlate and consistent. The

relevant definitions emplpyed were as follows: -
. . . o )

. . e * .. - - '

. Represents total "assets aqireported by the company -

subject to adjustment for accumulated depreciation if it is
not deducted from gross plant by the company .on the asset

side.

Assets

Sales . 9

Includes:

1. Sales, net of: trade disqpunts, sales and excise
taxes,.returns and allowances . .

£
¢ Py
2. Gross revenue from which net income is derived
3. Exchange adjustments from the conversion of
foreign sales into Canadian dollars.
.Income - . . ' _ . “
Consists of pretax income less income taxes on a de-
ferred tax basis and less mlnorlty interest.
Note: Extraordlnary items are excluded’from ned income.
Eméloxees ) ‘ : T
’ e » J
. Represents the number of full~time employees employed
by the company at its fiscal year-end.
‘ . F .
Market Value of Common Stock : : s .. -

2
[ -

Represents the average of the stock's high priEe during
the fiscal year and the-stock's low price during the fiscal
year times,K the number of shares outstanding which represents
the number of common shares used to calcplate per share
income account values. Usually this item will be the actual
number of shares outstanding at the fiscal'year—end. If the
company has consistently reported net income per share on ’ >
the basis of avera shares, this item will be the average
shares outstandingggs reported by the company I1f there is

. more than one class of stock which shares in the distri-

bution of income, this item will inelude the number of . .
common equivalent shares of that class. ‘Proper adjustments
arg made for stock splits. '

.

. o e, ’
Measures of firm size and firm growth were mainly

extracted from éhe Financial Research Institute computer

4
L] -




>

Py

.

‘data bank. This information was supplemehied by information

from the Financial Post Card Service and the collection of

<

annual reports held ih the<1ibrary at the Schoel of Business

)A\ylnlstratlon at the University of Western Ontario. If the

P

above three major sougges were unable to provide the re-

quired information, a Jetter was mailed to tha chief execu-

- tive .officer of the saﬂgle firm requesting this information. T

., ’
Such mail requests were usually followed up by a personal

L

telephone call. Attached as AppendiX V is a -copy of the
letter mai}ed to those sample firms for which the required N

i L4
information was not available in public sources.

, ot
-

Measurements of Growth Variability -~ ™ S

L

As,desqiibed;in Chapteflz, theilitera%ure on ‘long range’
planning only briefly copsiders growth variabilﬁE;x With

this s;yondary interest. it is natural that no definition of .
: 9 " ;

S

growth variability\has been advanced. Galbralth suggested
- that plannerﬁ’ should eXperlence less growth varlabillty
than "non-planners"; yet he failed to explaln what he meant

by growth vaiiabilitiach r, the purposes of this stwﬂy,

q;éwth'variabiliEy'hes beenfdefined as the variance in the|‘

‘average growth of.fhe firms in each -of £ﬁe different cate-

agOries of plannipgl éor example,'in~the cgmbarison of .

“planners” with "nonvplaﬁhersJ, the issue coﬁéZEned'wgether “

or not tbe éroQtH ex%erienced was‘ more o;lless similar among
‘ . : ,

the group of firms classified as "plénnere" or among the

group of firms classified as "non-planners". ~ In thfsbéitu;

. . N
ation, the aveﬁage growth of each firm in each of the two

grouyps was considered., This situation may be demonstrated < -

-
AR Y
.

N~

.
M
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- L
NI

diagrammatically: .
. - _ A
] CHART ITI-3
Illustration of a Group of Firms with Low Growth " a
Variability and a Group of Firms with High Growth !
: T Variability ' . .
. _ ‘l (/ 3 o _‘ ~————
JA Typical Group of Firms A Typical Group of Firms’
WYEh Low Growth Variability With High Growth .Variability
' (5 firms} © . . (5 firms)
&

-

.
o

jVariabilitj

Time - \ Time' -
~, .

- [}
- . e

While the average growth of the two typical groups may be

the same, the growth experience® by the individual firms in

the secand group is much less similar.. To determine whether  -°*

-

or not the variances wetre significantly different statisti-

>
b [

cally, the "F" test was applied. Theg "F" test assesses the

[ (¥

~gedree td which differences in sample variances could occur t.

by probable chance. It is™¢omputed by considering ‘the ratio.
- 5 . ” » . .
. of the larger variance to that of the smaller Variance.

2 . v - . ~
Analytical Procedures , .

»

To accomplish the research objective of determining

whether there were associations and differences.betweenmlong

-

range planning, and firm size, gnd(firm growth,,ﬁwq,main

st@tisfical,techniétes were'employea.-“Thg comgﬁn T-test was
) .

-
tn

used to determine whether djfferences existed in the aver-
, 4 A |

ages of the Wifferent, defined levels of ldng range plan-

* v

«. b

»

L,-
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[ } 4 -
: ’ =, ’ ‘ . ,
ning.: Gorrelation tests were us€d.to detgrmine‘whethe:

T . e .

associations existed. The T-te&t is_a 'statistical procedire
. N B a -

°

- “ . . o L
association between the two variables.

L, o,

_lation. . Since the measure

-

for testing whe@hef"the~é§£ierences between the averages of
‘ S 4 . ‘ Yoo A '

. two samples signifies, or is indicative at some level of,"a

" significant difference between the two bopuLationsyTep}e-x

2 2 L]

sented-byithéisamples.3 ~Qo?relqtion tests are statistical

w -

.procedures for teﬁfing for the existencé ,of both an associ-
. ) ' ‘ <

. o
ation in'some population and for  measuring the degree of -

-
&
.

“The Shet common and widény applied correlation prooe-'
- . hind l.r,- - . N y

-
J

» . ’ t.
duné is the Pearson product—moment cornelatxon. ThlS para-’

» 9 -

-metrlc statlsélcal procedure requires scores which represent

:  § : - .
measurement in at least anvegual-lnterval.scale. It_also
. . . ' 1t . A . ) T .

assumes tMat the scores gr;;from a bivariate, normal popu-

» & 4’.
- ' t L » ‘l\
ordinal measuremeﬂt:~ il.e., +he vegues afé~numerlc-and could
. / R LA v " -, N

be arraqged in 1ncrea51ng Qr decrea51ng order, although

i the.se ranklngs dl? ,nét expl’ag,n the distances -between: the

.

r

whiqh may be ranxed. }The partit

q //

ranklngs, 1t qxs con51dered‘more\approprriie/go/u§e a’ non-

x

PR Lo .

‘e ', ¥y

paramstrlc coxrelatlon procedure.//Iheéé/brocedufes make no
(2 / e L £
assumptlons about the sbae//af/the population from whlch the

Fd
scores  are drawn.andva:e capable of handllng measurements .

i " Y test chpsen vas the

Spearman rank cgrrelation coeffidNaght which was the,earliest
4 - ,‘:: N ‘¢ o i * &
RS - . ’ K - !
- -
s - -~ e

3For further.digcussion of thiébstatistioal test, se€e
* any -basic éEatistics book. For+e.g.,\Mason,'R. D.,.Stathstl*
cal Technlqpes in Business and Economlcs, Rlchard D. Irw1n,
Tne.; Homewoo&f Illﬂnols . . .

gf‘of long range planning.wés of

¥

‘,

L




developed rank correlatlon'technlque and still remains the :
. . - . &

k pest,¥noﬂhﬂ4: For the. benefit of those peOple who may be

: unfamili;% with,the.non—parametr?c;statistical.procedurés/

. :

.’ ﬁearsonucorrelqﬁions were also computed ano are presented in
P addition:to tné s earman Rank‘correlatiohs. | ‘ ’ el

“In addltlon ttﬁthe above major statlstlcal procedures,

a number of other procedures were used durlng the researcg
N -

.

analy51s. -A brief descrlptlon'of partlal correlation anaf&-;
N Lo . LY .
.- ) Sty i .
sis is:advanced here. Partial correlation provides a single
J "-4\, et .

. sy . oy, T oya :
measure of association-describing the relationshig between

)

\ , . R ) N o W . .
LY two variables while adjusting for the effects of orie or more
: ' S o : . ' -
° - ' » additional variables:- In essence, partial <orrelation

S "‘. e & ’ ’ - ) -‘
- "enables removaé of ‘the effect 0f the control variables from

. « o — - ° ' /
- the relatlonshlp Between the 1ndependent and dependent

-
‘e o
« . . Yoo ’ -~

varlables.

' . .The caldulatioﬁs in thiS'research _analysis were per- -
v formed prlmarlly w1th the aid of a syétem of- computer pro—

"Q -

- , A grams known as the'“Statlstlcai Paékage for the 8001a1

1S

Sc1ences (SPSS)" at the Computlng Centre at the Unlver51ty

- . A r

. _ of Westérn Ohtarlo. The SPSS system is the most comprehen-
31ve set of programs presently avallable for social ségénce
e
“e e ",research. It is in extensive use.as a major research,tool *

‘ : P ‘ , 1 T :
in a large number of respect atademic, institutions in the

. BN ‘ - ’.“;"’ oA \ -

Y 'T“. -' Y ' - 4" R

- ; .

%or. further explanation of this non-parametric proced= .
ure see, ‘for example, Siegel S., Non-parametric Stptlstlcs
for the Behavioural. Sc1ences, McGraw-Hill, 19586. _
5N H.. Nie, D. H Bent, C.}. Hull, Statlstlcal Package
‘ ﬁor the Soclal Sciences, MdGraw-Hlll New;York 197q. ”

TV




o " . . L .r\h ) 3 . s
-questron of statistical significance levels. This iSsue

.A "y . ‘
DRSS , B - ) . "
L . ’ r Lo Y
United States and Canada. -High confidence is universally

given to the validity of it§ programs, - S .t

<

. ‘ k4 . -~ .
, An issue addressed early in this research was the

- v

concerned the fundamental and praqglcal quéstion -of whether

:to}draw or hot to draw, an 1nference "from the flndlngs of

: r

the analysrs'of the emp1r1Cal data Much of the social

I
.

\reSearch has adapted the pract1¢e employed in the physical

B

.301ences which: max~be aptly labelled the "null hypothesis

‘ dec151on procedqre . Wlth thlS procedure, the research

. ' - .

formulates a null hypothesrs that no dlfferenCes exist in

.

,what is berng 1nVest1gated for the express p%fpose of

.

rejectlng it in order that the alternative hypothe51s, the

1nve§t1gator $ operatlonal h&pothesrs, can be accepted. "In

. . . " 1 ot ,’- °
order to reject this null hypothe51s, the researcher sets a’
2

51gn1flcance level Wthh is the probablllty of, commltt;ng an

V!

error of rejectlng this null hypothes;s when 1t is, 1n fact

true Great emph551s is placed on mlnlmlzlng this error to

"

- ) -
guarantee that mistakes Wlll not be made 1n*reject1ng trée

'pull'hypotheses. 'Almost sacred'’ significance levels of
. - ’ . cos g .

-~ »

.01, .05 or .10 have become standard criterias Because the
N < TN s - v ) . ’ : “

riskuoffmaking\a wrong decision is“perceiVed»as high,

+

l;ttle, 1f eny, emph351s is placed on the equ liy 1mportant

-

p0551ble efror of acceptlng null hypdtheses ‘when they are:

'actually false~ ThlS nulbrhypothe91s decxeﬁﬁp procedure

w1th 1ts 1nherent dlchotomous acceptance or rejectlon, is a. -
) - ‘ L3

~part1cularly useful forpat when an: actual dec151Qn has to be

~ L]

*'maﬁe on the basis of the results obtalned from a controlled

'
LR IS o . B .

7
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-

4

vaccines are co
- 1

L o | 70.

experiment. Confirmation of the effects of new drugs or

.~

on ‘applications. Howdver, this-procedurers

)

v
| .
follpwing the‘null hypothesﬁs'procedure
: , ) i\ B r
approach, this' research study has advanced its hypotheses in

\

. Insteal

operatiogal form. -Since the emphasis of this explorative

: ' © oo . - - *
study was on understanding and ‘'discovery, Ho acceptance or
- . - ~

rejection significance levels were set prier to the analy-

sis. An attempt‘has been made to report aill results. The

£

relationships. -

| -

significance levels were used.as one of \the inputs for

Summary ) ‘ ‘

This chapter has described the nature of the resedrch

'methodology of this study. An overview of ‘the researgh\

¢

Y

. = .
des;gn was presented .followed by: description of the ne!

- ' -

search sample, the measurements of loug range plannlng, the

measurements of ‘firm size and “firm growth the measurementy
. Ty ‘, vt .
of growth VarrdDility and'the statistical‘procedures em~»

. o o ' o SO

pleyed/ﬁn the "angJlysis.- :

B A i
. _ . L ®
* -

6For a discussion of statistical SLgnlflcance levels see
for example, D.E. Morrlson, and R E. Henkgl, The Slgﬂlflcance

. a\T‘,est Controversy - A Reader, Aldlne Pabllshlng Company, .

%

Chicago,. 1@70 S <L . -

e . .

-~ . . . - .
L v [



e Chapter 4 ’ V

THE RELATIONSHIP OF LONG RANGE. PLANNING TO FIRM SIZE
-\ ' . . ’ l 4

’

1 4 This chapter presents the analysis and the findings of
x{ h

-those firms which prastised long

average firm size was

"planhers". The sec

-

defined as firms which stated "they d1d not do any long

L 4

the tests-of the relationship of long.range plannlng"to firm |

si%e,' The presentation parallels the two approaches em-

ployed in the‘analysis Theé first approaoh_considered

. . b
ge firm size existed between

ey

>
ange planning - the "plan-

whether differences{in ave

ners" and these firms which indicated thef did no long range
planning ¥,the."non-p1an rs" «, The check for differenogs in

urther extended to consider differ-

" ences among "low plapners", "medium planners", and "high

T . ® -~
@ approach tested the association

between firm si%ze an ‘l ng’ range planning in the portion of

‘ the sample deflned as: planners". In addition, the assdodi-

ation was’téstéd in each of the-snbvoategories of "olan-
4

ners" - ite. "low planners "medium planners"" and "hig.

plagners" A dlscusslon of the fkﬂﬁlngs and their relation-
- L]

ship. to the current literdture follows their presentation.
s , . L, - ) R . . o - |
Comparison of'"Planners“ and "Non-Planners" » %
— , '

For purposes of. thls analySLs, "non-planners“ Were

0

. P - 1 -

range plannlng for more than one year ahead" “?lanners'
1 -\ N .

were deﬁlned as firms at.jtated they. did. 1In the sample,'

.29 (21%) of the 141 s ple firmd- 1ﬁalcated they were "non~'

.
?,

] ‘. ¢ ‘."IA . 0
planners". . . , . .

Firm size was considered on each of: assets, .sales,
. -4 .

L

..
! . - . 4 1 7 . "
i , N . N PR ’
& . ' .
. " ’ ’ L}
! »
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1. ghet income, employees, and common’ stock market value, ‘as of

72

1 ows ] Y s,

. 1968. To determlne whether “planners were Qifferent from
?nén-planners , "the average size for each of these two,
groups was compared and the differences were testéd for ¢

- N SO
statistical .significance.’ An hypothe31s of thlS study was
Lo supported, when it.was found that the mea 51ze of the
;;)/ planners" was SLgn1f1cantly greater statlstlcqlly than the '
" mean size for the "non-planners"”. The results of the ana-
0 N . - ‘q ' L]
- ly$is were.as follot§x . .
N s ' ) > L o s . * /
T ¥ 3 Table IV-1 Y Co
Comparison of "Non-Planners" With "Planners"l
on the Basis of Averpge Firm Size
e ".“ \ ‘ - ) n.' L ) .. o «
.- ; ) ¢ ($ in millions) . T Y |
. ‘ Average Firm Size ‘statistical
. Size Measure . ° Non-Planners Planners / Probability -
. Assets o ' ¢ wrong -
' - (N = 29.+.106) $735 $§22:ff, " direction
' Sales,’ T g . '
7~ N = 29 + 108) -~ » $171 ) $201 .28 _
’ ’ “ ' ) ’ ) ‘
~ Income ’ S : S
' ; (\I=27+90).' $ 8 $ 12 5 .09
' : ﬁmployées (08's) ) . '“'/~
(N = 27 + 109) L33 59 ~ . .01

.

Market Value : ‘ S ,
s (N =18 + 64) . 3105 , $254 ' .01 .
& . » i ' ..
. LS ’ v ) . ., ’ ..Q*.\“

With tHe- exceptLOn oﬁlasset 51ze,=the plannlng ﬁlrms.

)

. e were of nsxstently larger average size than the non-

BV plang;ng flrms. A1l of the dlfferendés were hlghl“‘iﬁgnl-‘
. g“r ’
ficant. statlstlcally, with the p0551b1{ exceptlon 8f sales

A : - . ‘
© size. Bqth cemmon si?Ef market value §1ze, and employees -

o
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e

size were statistically significan& at the :Ol‘level,of ' \\

e ¥

probability.as Net income size was statistically significant .

at the respectable level of .09. The assets sizesmgasure
- L : . : )

yielded unaQticipated results. Close scrutiny of the data

-* ®* showed that asset sizerwas larger in the "poniplanne;s"

because nearly all‘the sample firms classified .as financial
. - : R ~

institutions in the total sample were also "non-planners".
Banks and other financial institutions are amohg the//'\

~ . most highiy-levered firms in the ihdustrial'system Thus,

. their asset size &as dlsproportlonally hlgher than aq? of .

- theii/pther Skze measures. ”The-fadt thaﬁ these‘financial_ .,

A o - . N
X firms did not practice long range strategic planning was
.~ . e s ° .

¥ .77 reflected in a.comment on one of_the’questionnaires bgione

‘ ‘ - L - ' S
. of.the‘toﬁ\managers of a major bank:
- YThe majer reason for‘not'formulatiné objectives
R and/or strategy is the lack of top management. and .
‘ + "the lack of a history of-.planning.... We are 2
VoL looking for a fullk-time corporate planning’ offlcer_
. to help the senior officer responding to thlS ' bo-
’ . questlonnalre. Please contact us at ..."
3 ' X Ny ‘. ,
o This nonlplanniﬁg tendency af the financial institutions, .-

. . s
4 i ' " * g ) )

wi'th their dispropor%iOnately higher asset size, explained . ‘

¢ 1

fwhy the assets firm 51ze measure dld not follow .the same

» . .
patterh as the other flrm sI%e measures. *

t
. - A !
AOn four of the five‘measures, firms which planned were . Lo

found to_be laigef, dnbaverage, %haﬁ-firTs which didingf -

"pian. A valid reason exlsted to explaln why the fifth size =
- :_’ : measure, assets, 'did .not show thlS pattern.’ Thesevklpdlngs
- . zééa %o the gener;l Conclus1on that if the universe_df '

"F. © '+ industrial firms is segmented into two catedories - those.
‘ - - Y \

! » ‘ N Ll . ' '. '
i » . * ‘
h ’_ - . L) - " P
@ ' s s T . ‘ . . ]
. PO - ° . \ ‘ o /. © e
. . o . ., . “ , ' - + . ‘ . .



o Y
that do plan, the "planners", and those that'do\not,\the S

-

\

Ynon-planners", the planning segment will, on average, be -,
3 . . - R
* . . ) V.

large? in size than the n n-planning segment..

A

Comparlson of "Non-Pilanners",  "Low Planners", "Medium
Planners’", and ”ngh Planners" ,

ﬁ:e followihg sections summarize the differences fougd

inrthe comparisons'of "non-planners®", "low planners"’,’
* ' " 1 ~ 3
,/"nmdium planners", and "high'planners' w1th each other, on .7

. "
the bagis df“f?rm size. The prev1ous saptloh shoWed that a
P 1 f;‘t’:r,' ‘, e -
difference‘//ysted between mnon planners and’ planners"-
. i B

On the basis of firm- s;ze, "non-planners" represented a

i

dlfferent population of firms thamp "planners", To extend
this test the sample bf "pLanners"fwas sub-divided into

three,cétegories. Jdﬂow planners" “meaium planners”, and

- " N 1

ae » ¢ Q
"high pfanners". The basis o! this segmentatlon was. pre-

’
L

vious}y discussed in Chapter 3. Iests were conducted to

y > - - [y .

determige'if ‘discernible dlfferences existed between each of
A\ ) @ ) “‘. . ) " ;'
the four categories of long range planningf
[
Prior to conductlng the analysis descrlbed in the

2

. .

followang sectlons, the hypothe51s descrlbed in Chapten 2

[

was further expand‘ed so it would K% appligable to each _of ‘

, . \
the compgrisons. The relevant hypothesis in Chapter 2 was

s -
Ll

as foll ws:". I I - -
- ’ » 1]

Larder flrms do more long range plannlng, than ’

-

. & 1less large firms, e . '
\i » . . . ’ ’ }} \‘—‘m
o For pqu}ses of these categofyxby‘category' comp

sons the above general hypothes1s was translateﬁ into more
* -3 1_, -

. 0peratlpnal hypotheses. These were as follows.

-

-» -~ 9

, ’ 4 . . 2 - . ) 4 ! ,,' >
. ) 4 ] . b . . ’
.

» 3 4
’




/ 1) “Non-planners"” would be of smaller average

) ,ef’ firm 'size than "low planners" but the dif-
' ferences would be marginal and of low sta-'
tlstlcal significance., :

2) "Nom—planners would be of sn&ﬂller average
firm size than each of "medium planners” and
"high planners" and. tbese &ifferences would . 7T
be much.mere-di§cernible and 'more statisti-

G ‘¢¥Fﬁ,:~¢u'wif'cally 51gn1f1cant than that found in com- v
e ‘ paring "non-planners" with "low planners®. -
- Ve * 3) r"High planners" would be of larger aJefage ,
Lo firm size than "medium planners"- who «in turn’
~ would be larger than "low planners“ - '

4

Sectlons descrlblng each of the comparlsons are then

presented. The flrs% ‘sections compare "nonﬁplannerﬁ" w1th

A 4

s ° each of "low planneré", "medium planners . and "high" plan-

. . -
W

ners". .The next sections compare "low planners" with eacgh

. H] " ’ ‘- . .J . . ~ .
. v . - . . . ‘
' of "medium planq@rs" and "high’planners". Finally, ‘"medium r/
I .planrers” and "high planners" are compared. ‘ . ' '
. ,‘ P , 4 ' r . ) [} . X ﬁ
. ' RN . - ~ . '
N -«Comparison of "Non-Planners" and "Low Planners"
s . . S ) .. .
‘\ ' ' . : . . ¢ N " ) .
SN s , ' C . I ‘ . * . . LI ’ ,
. ., " Gomparison of ""non-platners" with "low:pilanners" on the

P [ -

basis of fixm size indicated that thef% may'be'differences

between the'twp. The resulis of this comparison are shown .-
| in Table*lv—é on the ollowing page. .‘ ..
’ :'.. © Comparison Qf ‘n@n—plannere" with “1pw;planhe;s“ indi-
e cated fnonhplenne;s" were of laréef avenage firm size thén' o
’ .~ - "low planners". These resulge were not as angicipefeé. ‘In’ .
. . ? > LW, b N ’ T P

was expected that while differences bétween the two wdulalbe;

‘ -, § . - . " N - N ‘ e .
_++ 'relatively -small, there~woul&'be.some detecfable tendency -
. oo :o . : ‘
PO -’(*\show1ng that "low planners were of larger yrm size than -

; y "ngn-planners". Dué to the hlgh proportion W finapcial and

2
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-, Table IV-2
NS
. Comparison' of -"NonrPlanners" Wlth "Low Planners"
* ,on the Ba51s df Average ‘Firm Size
."; i R 0.0:
- ‘ ($ in millions) )
R ’ ") Average'size . tatistical
. Size Measure Non-Planners” Low Planners ‘ Probability
; ,As%ebﬁ ) ‘ _ ‘ L
3 (N = 29 + 21) . $736 ., $306 .14
Sales , A .0
. N = 29 + 21) $171 = $ 87 . .05
~ © . - . s
Income ® , » ~
’ (N =7 + 19) . $ 8 $ 6 .24 <
-X ) < R
Employees (éo 's)- ' | ' B . y
- (N = 27 + 21) 33 32 .44 ,
Market lue ’ . ' ' , .
N = % 1) . Ps105 $109 . .48
banking firms in “"non-planners", as mentioned in.a préviocus
.. Zsection'%f'this chapter, it was reasonable to hypothesize
’ that agset flrm size would be .larger in 'Qogvplanners“ . ,;'
Thus the substaﬁtlally higher average sales flrm size of the ..
non—blapneré“\was not readlly explained. On~the income and ‘
1' _employees firm.size measurés, ”nén—ﬁlanners",were only )
- 4 _l . f v . ’ . <« ® “ . ’ ®
mardinally large¥ than "low pfannérs".' And en the market
< . - 4 . . * . N -
value size measure, "low planners" were marginally lapger
. ' ’ ~ X + ¢ - '
ﬁ than "non-planmers”. The.income, enployees, and market .
X : GeLue firmqfize bomparisoné yielded results which were
. compatlble‘.lth expectatiors. The sales flrm 51ze measure
dld not yleId those results. Whlle strong eV1dence-1s - .
lacklng, the flndings may suggest that "non-planners" were,
- ’ ! M ) ° . " ’ "
on average, of larger firm size than "lowgplanners". r'I"his‘ )

' ¥,
finding ‘conflicked with what was expectgld.. The most
-~ . ‘1". ' . o l o ‘ Y




~were different on the'basis § firm size. .

‘consiétency of the. trend appeared to bqﬁmeaningful.' Again,

*

on the measure of asset size, "non-planners" ,prqved to be

o o 77

reasonable conclusion that one may draw from these findings

-

indicates that a lac /SEfgﬁ‘ficient evidence was optained to
’ A
support .the belief that "non-planners" and "low p)anners"”

4

Comparison of "Non-P%iifers" and "Medium Planners"

Comparison of "Aon-planners" with "medium planners" on -
P P4

-

'

the basis of q~erage firm size«&ieided'the expected results.

"Medium planners" were found to be of larger average firm -

:size than "non-planners". The results obtained in'thié -

cemparison are shown in Table IV-3 on the folloWingvpageily
_Aé‘waé expected, »"medium blaﬁngfs" were found t¢’be of
larger averagekfirm’size than "néﬁ-planners". On each of
four size 'measures, (sales, emplofges, %ncome, and common
s¥ock market.value), "mediup planners" were larger than & X\

"noﬁ—plaﬁnérs": While the sthtistical.pfobability varied

v

from a highly -significant .04 to a less signifitant .32, the ¥

&

3

. \ . ‘ . . . ’
larger than "medium planners"? This 'wrong-direction' was ..
% . ' L L . . :
explained by the previously discussed high proportion of

- £ 4 < ) .

. . e . . . 4
financial firms in "non-planners". Generally speaking, it

was indicated "medium planners" were of larger average.firm
- - © A - - ’ . . [

A

size than "non-planners”.




Table IV-3
Comparisen of "Non-Plannérs" With "Medium Plannd¥s” ¥
on the  Basis of Average Firm Size
($ in millions) - :
. Average Firm\sﬁze Statistical _"
Size Measure Non-Planners Medium Planners Probability
! .

ﬁssets . . . . ‘ wxong

(N = 29 + 43) $736 $211 direction .
Sales ‘ ) .

N = 29 + 43) $171 -$202 ' ‘ .32
Income 4 ' |

(N =27 + 33) S 8 . 5\12 - .15

c* : ['4
Employees . (00'sg) ¢

(N =,27 + 42) 33 . 59 ° 4 .09
\ | \ . _ ‘
Market .Value - . A .

(N 5 18 + 26) $105 $222 . .04

. . \ ) : :ig

L

_Co farison af "Non-Planngrs” and “HLgh‘Planneré" A .

. - -
L] . -

: Comparisoh.of "non-planners" with "high' planners" on-
. s . v o
the basis of firm.size again yielded expected results.

. o ‘ , _ ‘
"High planners" were, on average, significantly larger than
LN L]

“non-planners”. The results. of this comparison are shown in
Table IV-4 on the following page.
bﬁ four of the five ffrm size measures, the findings

indicated “high planners" were.of significantly larger
e T o .- : o/ .
average firm size, than "nonéplannerswi Only on. the basis of”

4
+

_9fsetgsize were "non—élanners“ larger than "high planners®.

' The existence of larger firm asset size for "non-planners"

L)

-

was consistent 'in each -of the comparisons with "low plan-
' ' = o,
n

ners", "medium planners",,ang "high:planners". These unex-
4 v ..’_' . . - .




Table.IV»4.

[ ‘% v
. Gemparison of "Non-Planners" Withl "Hidh Planrers” e
' on the Basis of Average Firm Size SR i/ o
: ($ in millions) .

. . Average Firm Size ~ | Spatfgtical~
Size Measuyre Non-Planners Hi%h Planners . Probability
Assgts : ‘ ' ‘ , wrong ¢

s (N = 29 + 42).  $736 $457 ‘ . . direction
l ‘: . . - ..’ 3 . \
Sales . <
(N = 29 .+ 43)  .$171 ‘ $256° . call
Income E \ . - ]
(N = 27 =+ .38) $ 8. $ 15 o . .06
‘} . . ‘ . .
' Employees (00's) i . . .
(N = 27 + 46) //3’3 , . 70 ’ g .00
‘Market value . 7 .. ' ' g ¥ '
(N = 18 + 25) $105 $362 Coo © 02 ‘
1 : :

~ - .
B 4

. : -+
pected findings were again. explained by the large number of
fingn¢ial firms in the "non—pIanneré"'category. ‘The prés:

‘ B s *

ence of the consistkncy of -the other four size measurements,
' . ) : &
>  the large differences in their values,)and the accompanying
v : .

- v . \,//
high statistical signiffcance levels, leads to the conclu-'

sion: that "high p®nners" were of larder average firm size

than "non-planners”.. ' ‘ -
. . . t A P AN
. Comparison of "Low Planners” and "Medium Planners” -« =~ .«
L e . . C T ‘ Sy
L S B ' . . - n r .
B A comparison of "low planners" with "medium planmers”

on the pasis ‘of firm size continued to yield expected re-
*‘ﬁlts. "Medium planners" were found to be of larger average

firm size thanr"}ow plénne;s". The results obtained in the

»

o comparison'were as follows: - ; . N

- .
N I B d ..
o 3 .\ " G

¢

——
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N /’ ' R v

As anticipated

were of greater average size thar "l@w planners

-~

K . o . -

v .

the resglts showed "medium plammets"
On four

' 1Y . hY ’ - -
of the five {average“ firm size measur,es, "medium planners" .

were of significantly gre%tef average size-than "low plan-

° "
ners

@

) N \ ) B . s .
. Onty on the measure-pf asset size did "medium plan-

Vs a
f‘(

L4

q
.

LN

,ners“ have a larger avenage firm 51ze. _Thus the evidence

'?xfongly 1ﬁd1cated thata 'medium planners" ﬁere of greater

average flrm sizge than "low,p%annersﬂf - “f,o“
. . . AT S - ‘
) ' ¢
. > L . 3 : - .
Comparison of "Lcw Planners"” and "High Planners"”
ot k) ) .,.‘
‘.a“ e ); y . ,’ ’ . ‘ P
" ! i . - . R
- Comparlsqp of Ylow plaqners" w1th "hlgh planners on
.
éhe ba51s cd?average firm size conformed to antlclpated
résults.' "quh'planners' were,tound.to be of lhrger flrm
N . e . . \ . f e ' .
, size than ¥low planners"gn_Alchart'of,the results obtained
- M . . A'?-u..“‘ . e * ~ . N K
¢ | will T
» ’h /”( i . . ! .
L ] . T s ’ ~ ‘ . ‘\ M

a

- Table IV-5 . ( 80
SN et na . . ;
Comparison of "Low Planners" With "Medium Planners"”
. on.the(Basis of Average Firm Size
N oo . i
. {$ i millions) ’
- 3 . / . . 'V -

: -7 Average Firm Size .\ " Statistigal
.Size Measure Low Planners Medium Planners Probability
Assets _ ‘ . ;e T ] - . wrong -

(v = 21 + 43). .s306* .y s21l. direction
Saled o : g : .

(N = 2% +:43) $ 87 . « - ., '$282 | .01 -,

.K‘ Lo - P v . © \ﬂy-\__\ -

Income _ oe T . - .

(N'= 39 + 33) & 6 . $ 12. . .05
Lo — . ‘ : ) i} . - , e il
'Emﬁioyees (00's) ) S T .
(N = 21 .+ 42) 32 ’ - 59 T .08
Market valttie = . 2 . , .
(N.= 13+ 26) .'s108 - -~ 5233 .05~

~

&
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‘appears as follows:
ya ' S
i,' . . . .
_'.' ‘wgg

]

, & . . 81-
’ ,\" .:;_‘

~ ' Table IV-§ . .-~ T .-

.
4 } .

Comparison of "Low Planners" With "High Planners"
on the Basis of Average Firm Size

-
-~

' ($ in millions) AR
' “ Average Firm Size Statistical
Size Measure 'Low Planqs;s High Planners Probability
8 , ' o g
‘p Assets o ) ' \
(N = 21 +42) $306 $457° - .29
. Saies 4 A )
(N = 21 +4%)  $ 87 $256 = .00
- Income . C T .
(N = 19 + 38) $ 6 $ 15+, .02,
d : Employees (00's): . ‘ e : ~
o (N = 21 +-46) - 32 70 ‘ .00 - ’
) L gl * Market ﬁalue‘ . .
(N = 13 + 25) $109 $362 .02
- As was exbected,f"high planners” were of larger average
. fiﬁm size on each of the five size measufemenfs.' The find- .
ings indicated "high planners"Awere of  latger- average firm
s . - .
skge than "low planners"..
.Comparison of‘"MeQium Planners" and "Higﬁigfénnersf
c This comﬁarison produced anticipated results._‘"Qigp
plénners" were of lérger average size than "medium plan- \
. . . € .
. et - - - - - - &
nqu". Results obtained are shown, in Table IV-7, on the
following page. '(j/\ -
On the dimension of avérage;f;;m size, "high planners"” ’
-° were -clearly larger than {medjium piannerg“. On each of the
S '

B
o w

by 4
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: ‘ ) ) ‘ Table IV-7 Co
® ’ . [ ’ . * =<
Comparlson ef "Medium Planners" With "ngh Planners"
, on the Bé51s qf Average F1rm Size

.

($ in mllllons) N

- ’ L

’ Average Firm Size ‘ Statistical -
Blze Measure Medium Planners High Planners . - Probability
~ 'Y . T i o: )
Assets o ‘

S(N"= 43+ 42) $214. $457 .09
}Saies : - ' : ;
VO(N = 43 + 44) $202 $256 | ' .21 %

) *sIncome. ) ‘ - '
‘ . (N = 3 + 38) $ 12 $ 15 . .28
; Employees (00's) " ' () T =
. (N =" 42 + 46) - 59 700 O ' C .30
F: ¢ -ﬁ i - . . 1 )
Market Value' i -

(N =26 + 25) $222 . $362° .13

. < . . o . . .

five,K size measures, "high planners" showed greater average

size ‘than "medium planners” at varying levels bf statistical
" - v ] o 1 ;

. ) significance. The results 1nd1cated "hlgh planners" were of

°\' L)
larger average flrm size than "medlum planners" @
. g, . ' -
. ‘ ) ¥
Summar§ of the Comparlsons of the Different Plannlng Cate-~
gories o

- ‘ .
[ ) ‘ / Ja .‘ o : ”.

‘Comparisonsiof "non-plannersf, "low '‘planners", "medium
-

~ planners", and "high planners” on the basis of average firm

size, showed discernible differences among the groupings.
ES B ’ .

", These differences suggested the existence o6f a segmentable
»

planning continuum within‘the industrial system‘and the

N -

—

existence of a generallrelationshlp between the'practrce of -

long range planning and firm size. 'A brief sketch of thi}

. " . -

. bl )
3 " A e
’ . v . & - . ’
. .- . .




‘tentative planniﬁg continuym is presented in the fdlloﬁing'

"size increasds.

_planning ana firm size.

.continuum.

F 2 ¢ 3

v ‘I

chart: . o o LT )
e <« ¥ .

Chart TV-1

»
L

- " A Tentative Long Range Plannlﬂg Contlnuum
On the Ba51s of Firm Size B S

.~ >

N .
VRN - .

Average Flrm Slze

Level oﬁ'Plannlng

i Non-Planners . - . Small &% i
Low Planners . « ! ‘Smaller.
Medium Planners Large ‘ //,?'. '
High,Plahners b

‘Larger

Thls tentatlve long range plannlng contlnuum shows that
as the level of long range planning 1ncreases, average f1rm

Whlle the above finding, based on the ‘

i -

differeepes between averages in each of the four catggo?ies,
did not provide conclusive evidence bf underlying relation-

ships, it did strongly suggest their existence. ' The next

?

fectlon of this chaptenﬁsummarlzes further exploratlon o
L4

the above tentatlve contlnuum and the tests.made to 4

L]

mine whether an %nderlylng relationship existed.

Long Range Planning and Its Relationship to Firm Size

This section suhﬁari%es furtherﬁinvestigatioﬁ76f the
tentative segmentagion of a long range planniﬁg continuum
advghced in the previous secfion; aad’the tests conducted on
the hypothesized qugrlying‘aséogiafién’ﬁétﬁeﬁhﬂlong ﬁangéﬂ

The results of this analysis added.

2, ROV

" further eVLdence to. support the exlstence of the tentatlve [C .

. The resu;ts‘agsq;§trqnglynindicated theﬁpresence
. i Fd ( .
1}

J : M . Z P G
H ) = - 5 n P §r.,‘ . . L, e ﬂ -
LI 3 ~ . ‘n \
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of ‘an association between the practlce of long range plan-

—
)

ing and flrm-51ze. The relatlonshlp found was sxmllar to

R

that advanced as an hypothesis in Chapter 2 which stated

that planning 1ncreases with firm size. - ' \,h_i4
Two parallel iﬂvestigative’agéroaches were used in

this analysxs. One approach ‘built on the results of the

search for dlfferences between the four tentatlve categorles

' 1y

of Pglanning - i.e. "non-plakpers”, "low planngrs”, "medium -

”‘plannerg" ~and "h{gh ﬁ!annersﬂ. This approach employed the

[}

subsequent section, probability patterns 1n the trends of

T,test which tested for dlfferences in means. The results

of thls ana1y51s have befn prev1qysly descrlbed Iﬁ the
Mt

< - s M '

these means were checked to assess whether the evidence
a . - . - '

supportéd the' tentative, segmented, -long range planning»dﬁﬁ-

"tinuum. ' . } - N T

"_lationships“by applying correlation techniques to the total

" sample of planning firms. I

’

The second apprbach tested for the hypothesized re- ' =~ ~~ 3.

‘both approaches the relevant . ' {
°. -
ame manner as, descrlbed in Chap-~

terms were defined in the

ter 3, with the excepti 4 of long range plannlna whlch was |,

measurea'by,the four_c tegories. In the correlation test ‘ ’

-approach,,long range planning was measured byfthe‘planning

measure desctibeé as .the multiplicative polling score.in' : .
Chapter 3. 'This method:of scorino each saﬁple firm's‘ibpg
f;nge planning was.the most sophisticated au? discriminating
of-the three methods employed, and thus-was’ "the most useful
for cor,relatio,n testing. . The result: of the two approgches
substahtia11y~corroborated each other. Tgese findingS'age

RN * 5. )

.
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preceded by the results oY the correlation-tests. * -
Firm Size and Long, Range Planning ¥ .

Correlation test results between long range planning

and firm size’indicated a definite underlying positiVe‘

° *

. ) . ‘ . -
associatien between the two measures, «Tests were conducted *

» between each of the measures of firm gize and the most

- - N

A »

. ‘diseri 'natiﬁg of the three long range planning measures -
. the m tiplicative pblling score destribed in ahapter 3. - On

each $irm size ﬁ%asure it was found that, as firm size’
PR - 4 " ’ “3‘- ' R . -

- .

increased, long range planning increésed. A summary of ‘the
ae N ’ . .’W"' ’ :

results is as follows:

g 2 ' L e

b ﬁ * Table IV-8 N : B

LA .
-

o Surmary of- Spearman Rank Co réléti@ﬂs
Between Long Range Planhing a Firm Size

- ) : o Correlation Statistical
Size Measure N ~ _ Coefficiernt. Probability
Assets - 106 . . - . .39 v - .001
, . B Aﬁ’“ 1 ‘-
. Sales . , - 10871 . .41 .001
R S, e B t , ,‘_/’&rt 7;’“ . ‘
. = Income s S t .34 Y ~.001
' Employees - 109 _ .41 2001
Market Value S TERE 139 © .00l

- .
-

These corredlation coefficients indicated a positive asso~
- ’ - . - ' '
‘ciation b&tween firff §;zé-and long range planning. The I
.. ~ o
- considtericy of the coefficients ‘and their exceptionally highﬁ\
‘n N . . B - g

statigtical significance levels’ihdicated the existence of

an important underlying ‘refationship between firm site and

-«

) -
> : r
’ ‘ -
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-

] | -“plapning, CoL , ‘ _x;< :5 ) N r
A it was?aléﬁ”foyhd that é%ié'relatidnship bééaiﬁ.sgroﬁg-
: .er as the degree of p1anning inaréase?. ‘Diééoyery of this
> pﬂehoménon océurréd wﬁen th§ félaéionshib within each' of: the
E1’ong\range e}anﬁinglcatégorieS'was éon;;dered, i.e. “lgw

-
.

planne®s", "medigﬁ‘planhers“, and "high planners". Results

\

indicated that within the "low plgpners” the reMationship’

& between‘plaﬁning and firM’size was not strong. It is con-
» \ £ ' '
" ceivable that size _was not as relevant at low levels of long
-\ rang?® plarnining., In thg”fmedium plénﬁers" the degree of
qssocfatién was.found to be strohgefﬂ. Iﬂfthe'"high élép— '
ngrs“/tﬁe-relétionéhip Bétween élanningoand firm size was -
micp stronger and more stétisticallylgién}ficant. The .

'coméaratiﬁe results are showni ihﬂTab;g;IVAQ,oon-thp_fol-}ﬂ/////
lowiﬁg'page.‘ ) - T ‘.

»

.Within "low~planner§h there was little, if\any; re-

lationship between a planning. measure and firm size. Two of
) . ) : . ) - ‘ ' » b .
the size measures, assets, and.market value, showed insig-

nificant negative associations.. The other three size

measures showed small positive associations. Within "medium
~ N - " , .
planners” there was evidence of an association between size

and planning at high étatistica%isignificance-1gvels: This

: ., association.became stronger and more significagt in the

Al -

\"ﬁigh planners" category. In sugmary, the results of the

. [ ] .
correlation tests indicated a general positive association
et ‘

between long range planning and firm'size;A'The strength of

&F - the relationship was low at low levels of plahnind»hnd

s .

K increased substantially at highef levels 09 planning.




4

“planners", on the basis of average firm size, 'yielded the

o ~r&‘ * N ~'

‘ Table IV-9 ! -

. L) . -
Comparatiive S&mmary‘oﬁ‘Spearman Rank Correlations
‘Between Lony Range Planning and Firm Si :
For "Low Plannexs"”, "Medium Planners™, -

. 'and -"High Planners"” ‘

N-

’ . ‘ #' ’ h
i U’ ‘ ~ ’ - )
Low ‘Planners ' Medium Planners - High Planners )
Size Co~- Signri- Co- Signi- - Co- -. 8igni- -
Measure N efficient ficance N efficient ficance "N efficient ficance
. . » v .
Assets 21 -.08 .36 43 .30 >~ .02 42  ..65 .00 7
sales . 214 .07 .38 . 43 .24 .06 44 .6k .00
& b ' .
Income 9 .05 ».43 .33+ .25 .08 38 .64 » .00
Employees 21 .22 -.17 42 .39 - .01 46 .48 °© .00
Market 7 - , o
Value 13 =~.07 41 2‘6 .39, 03 25 ,4’ .02 d';
Average R
Coefficient - +.04 < +.31 . +.56
'/4‘ - —v—:&- - -
s - .
. ) -

With respect to the investjgation of the tentative -

plahnifig’ continuum advanced .in the previous section, further

” ¢ -

anaiysis indicated that on the Basis of firm size the evi-
dence supported this possibility. A compardison of..the

rankings of the four tentative categories of planning, i.e.

"ndh—planners“, "low planners", "medi%p'plahners",/and "high

. . b ‘ . . \\
results; 1in Table IV~19, on the follow§ng page. In this}

-

table, four represents tﬁg highest avérage firm size and one
. —~ L !

. . . ' ” . ¢
represents the lowest avasage firm size.
) " .
+ .

Examination of these rankings indicated that.the four-

]

¢ <, . ’ ’ - . - .
categories did not conform to a true continuum. If a con-
“mT - v

tinuym existed igr which planning increaéed%as firm size in-
. (] g ' 41._ '
creased, the rankings would have eh in the order of 1, 2,
i s v ™~

“we .

»
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.measure of averadge firm size. On the average firm size

. "medium planners”.

. §ri

‘a -~

_Table IV-10 i,

Comparison of the,Four-Planniﬂg Categories -
on the Basis of the Rankings of Their Average:Firm Size

-

Size ° ,#ng- = Low Medium High
Measure Planners Planners Planners Planners

. . «') . T : - . . . - " ""—‘, v
Assets ¢ 4 7 2 (2 1) 3 (3)
Sales 2 1 (%) 3 (2) 4 (3)
* * o ’ . .
Income 20 1 (1) 3(2) - 4 (3)
Emplyees 2 1 (1) 32y 4 (3
Mdrkét . - :
Value - 1 2 (2) 3 . (2) ) 4 (3)
Average ' . B S

Rank 2.2 . 1.4 (1.2) 2.6 (1.8) 3.8 (3)

2

3 and 4. This pattern-wés observed bni; on the market value

>
¥

: ) ‘ o .
measures of saleés, income, and employees, the possiblg

) Lot - ' ‘ T
continuum did not .fit between ngz;p%gnners" and "low,
. : - P ‘ >

‘planners”. "Nqn-plqnnérs“'were larger than "low planners”,

~
.

but wefre. smaller "than either of "medium planners” or "high

plannezs"-. - On the measure of average asset firm size there

was lack of fit betyeen "noﬁ-planners", "low planners", and

‘. . - \ N

-

_' The table inaicatedr however;, that, when ignoring the

L)

oi’ ‘;q«fﬁ"pqqu%anners", a continuum gn the dimension ‘of average firm

e e - : - '

, ‘'size among the-tpree planning Eategories did exist. The- «

bracketed numbers,indiieted these rankipgs and showed that
on four Qf the five average firm size measures the tentative
? . N *
continuum was in the anticipated order. Only the measure-
; : I

< , .

ment of average asset firm size‘indicéted some\bfeﬁkdown

¢y

o

ER—

P
.
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«between the order“of "low planners" and "medium-planners".

Pooling the non—planning cétedbry’with‘the lo@ planning

category vielded the' same results, as 1nd1cated .by the
bracketed ranklngs, the eQHEptlon being asset 51ze measure

whlch had the ranklngs of 3, 1, 2. g o .

* 3 .

. - . A more in-depth consideration of this tentqtive con-
- - .. . \ X
B 4o -~ . - e, - - . . ‘l' .. -
tinuum wds given to all the four. planning eategories by -
b - N -
& ' .,

examining the relationships-between® them. If an'underiyiﬁé

~

contrhuumbexiéﬁed it would have exhibited the following size

- w

characteristics: . T : . -

.
-
-

. "High plarners" *would be of larger "average firm size

~ than: . . N . N
. ‘1/ s —
- "nonfplanhers"”, . . .t - .
. N by ' . ] s -"‘(' i . -
- ' "low planners", and . TN, ,
' . 7
P i } . oo . . ‘e »
- - "medium planners', . '

By, a . . \
. . . |

. "Medium planners” would be of 1argér average firm size

\

than: * . :
‘ - " "low planneps*n{ani B :
N b . ) . -
o "non—planners .
r: ’ - .
“Low planneré" woq&d be-. of 1arger average firm 51ze
than . N ' - - ‘ i - ’ ’oth

- "hon-planners”?’ . -

. . .

A tabulatich of these comparisons is showrr on the next page.
, R - . oo

"‘ ' Thig table indicated that -the 'planning category inci-

+ . . ? . —_ -

g‘d.el;;ce&_of fit' was a perfect score of 3five on all the tom-
R, .
parisons except on the cdmparison Between "non-planners" and
< ad -
}"low planners"” On the 'size measure incidence of fit'

only the market value,measure had a perfect score of six.
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Table IV-11: S -

s Comparison of The Relative Pogitions of
: ' «, "“Non-Planners!, -"Low Planners",
"Medium Planners", and "High Planners"
on the Basis of Average Firm Size

. Firm Size Measure : - . : :
. : N , Planning
! . ~ : : Category
. g . ‘ . Market Incjidence
. Characteristic Assets Sales Employees Income Value - of Fit
High Planners : <
greater than: o , e
Medium Planners Yes . Yes ‘¥es Yes Yes Y 5
Low Planners ves? ves! \ ves! ves™ ')gesl 5
- ‘gon-Planners ‘ Ne Yeos? “yest! ves!  ' vesl 4
» Medium Planners ‘\
greater than: R 1 1 ) 1- S _
» Low Planners - No s Yes - Yes Yes 4
. v 1o- S 2 1 -
Non-Planners _ No \ Ye§\  Yes Yes Yes ‘ 4
— - " a ’
Low Planners - .
greater’ than: :
Non-Planners No " No —Xo - No. (XSE : 1
Size Measure : .
Incidence of , ) 4 .
Fit 2 5 B 5 6
Binomial- )
Probability )
With Equal . .
aPrior ‘ ar

— " —— —— —_—

Expectations .89 . .11 L1100 L1l .02

o

lmeans significantly different statistically at the .10 level
or better, . :
means significantly different statistically at the .20 level
or better ‘ ’ '

-

-
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Three of the other four size measures exhibited scores of

five. All of the four scores failed, on the compariéon

. between "low planners"'and "non-planners", to shew the

anticipated direction. It appeared that either there was
. -~ , . > -
little, if any, distinction between "non-planners" and *low - -

planners” 'on the basis of aVerage firm size, or that "non-

H
planners" were larger. The other cgtegorie;g;;;ibited

/

meaningful distinctions.” These results indicated that a
. . . » 8

segmentable long range planning continuum on the basis of
s cr\ .
. !
average firm size may exist in the industrial system. -

Summary of Findings

In summary, the analysis préducedistrdhg evidence to

support the hypothesis that long -range planning increases
- s 4 N

. ’ '
with firm size. The strength of this association ¥as found

to 'increase substantially as the ‘planning level increased.

1

: HAlso,\there was some evidence to support segmentation of  the

-
tentative planning continuum on the basis of firm size.

-~

¢ Firms which did not plan - the "non—plannérs", were found to

be of smaller average size than firms which did plan - the
"planners". When the "plannels" were split into three ¢
levels of planners, those firms which did not plan and those (/)
firms whybh'did,little planning were of smaller size than ”}

| . 1
those firms which did & moderate amoun? of planning. Thgf/ﬁx

4 1 v .

latter firms, in turn, were smaller than those firms which

did an intensive amount of planning.

Ll

n

These findings may be summarized in chart form. The

following chart shows the findings within each of the four

»

planning categories.

4 _
a .




> Chart IV-2 ° - "

Segmentatlon of the Long Range Planning Contlnuum
on the Basis of Firm Size .

.

‘ v
Level of Planning Ct Firm Size

1
-

. Non-Planners ~« SMALL >

~ : - smaller thah "planners"

~ { - appeared to be marginéily
larger than "low planners"

- smaller than each of "medium
planners" and "high planners"

>

St Planners

Low Planners - SMALLER ° \ , )
. . w7 . .
- within "low planners" there
. was little, if any,.- relation-
s ship between size’and planning

- marginally smaller tharn "non-
planners” -
> ~ smaller than each of "medium
planners" 'and "high planners"
. - . ’
*Medium Planners -.LARGE oL

L ' -~ within "mediuwm planners”
a positive relationship .
existed between size and

~ ' . planning

- larger than each of "non-
planners” and "low planners"”

~ smaller than "high planners”
High Planners - - LARGER

. - within "high planners” a
- & -strong positjve relatlonshlp
‘ . - existed between 51ze and
~ plannlng
- largér than each of "medfum
planners”, "low planners"”

and "non-planners"
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Discussion of Findings

+  The -author believes the findings déscribed in this- ,,’

chapter a1d in clarifying the llterature on 1ong range strd-
] E3 9}

tegic plannlhg. The " findings tend to refute an implicit

e :

assumption held by authors wrltlng from the‘po§§t bf v&ew of

¢

the 1nd1v1dual flrm.. In Chapter 2, The Literature on Long

-

Range Plannlng, ithwas shown that both Argentl and Stelner
- tend to bellege that plannlng should not vary by firm size.
No empirical research was uncovered to test this prltlon.‘-

The flndlngs of this study indicate that a positive a55001-
ation exlsts between plannlng and firm 51zel - :
/" '
Chapter'? also discussed Galbralth S position on

H L . ‘
plannlng as an observer of the total economic system. He

. ]

states thae a relatlonshlp exists between’ long range plan—

nlng and flrmfslze. His ﬁos;tlon, howeven is based on

*§Ersonal observatlon,~v01d.pf any apparent supportlve em~
$

pirical evidence. The flndlngs of this study prov1de em- \\Taf—/

pirica;'evidence to support the position-agf 'an assoctation

-

. r

_ between planning d firmvsize. ¢

-
=

In addltlon,uGalbralth suggests that w1th1n the dindus-

trial system a planning continuum exists. At the 51mpleSt

level he splits £his continuum betﬁeen the market system and‘

the ﬁlanning system. He goes further to suggest that w1th1n

“~ '
the planning system a continuum ex1sts. Agaln he advances

nq empjrical evidence to support his obsgrvatifons. - The

findings of this study provide some empirical support for]

his position and an operatlonal method of segmentlng the
i - ‘
continuun. .This study found that on the basxs of average

~ . .
. . : v .
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larger average firm size than those firms which did not

. b

_ﬁ%aﬁ - the ”non—planners". This study also found that -

‘within the "planners"wlt was p0551b1e to further segment the

firms on the baSLS of plannlng. ThlS segmentatlon showed
&

_that firms at hlgher levels of™ plannlng were of Larger

-

" average firm 51ze than firms at lower ‘levels of planning.

The findings of the study provide support; overall, to

'Galbralth s prevaously untested observations that plannxng\

¢

increases Wlth firm size, and that a plannlng contlnuum

. o]
exists of which one‘of\the important distinguishinq vari-
o | (
ables is firm si#2. . 4
- e o 4
- - e .
. ,‘\\:)
- - ’\
" b
v 3 . L 3

"
W

3 , | - 9y

firm- size, ""planners" - those firms that plan, wefe of

o
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= - THE RELATI-ONSHIP OF LONG RANGE PLANNING

‘

]

/

-

v BO SUBSEQUENT FIRM GROWTH

-
= . + .
. ~
- \ ‘ g
- -

This chapter presents the analysis'and_the findings of

v

the tests of the relatlonshlp ‘of long range_planning to

subsequentfflrm growth. Organlzatlon of thlS chaptef paral—

lels that of Chapter 4. . The presentatlon corresponds to the -

two‘approaches.adopted in the analy;;s. The first approach

© . -

considered whether differences in average subseguent firm

growth ex1sted between those firms wh1ch praeticed long -

range plannlng - the planners" and those flrms Wthh

€
Y

1nd1cated they d1d no long range plannlng - the "non -plan-

_ners". The- examination for dlfferences in average firm

_ range plannlng for more than oneJyear dhead". "Planners"

growth was further exbended to consider differences among
y " ,

”low'planners" "medium planners"”, and "hlgh planners". ° The

=

second approach tested the assoc1atlon between firm growth

and long range. plannlng in the portion ofathe sample deflned'

|

as "planners" * In addition, the a55001at10n was tested in

eagh of the sub-categories of "plamners" - i.e. "low plan-
. ' , ° -
ners", "medsum planmers", and ."high planners". A discussion

LY

of the'find}ngs‘and their relationship to contemporary -

literature follows their presentation.

Comparison of "Planners” and "Non-Planners"

For purposes of this analysis, "non-planners" were
N “ »

deflned as firms whnch sﬁated "they did not do any long

-

were deflned as firms whlch stated that they did. In the
[ N & ' ! ) .

- . Y

95 "’ '; - .

N

.....




Y
sample, 29 (21%) of the 141 sample firms inditated they were
: . ~ .

. "non-planners". - ‘ : X A ,

-?h‘a manner similar to the .comparison of firm size with
N . >

A

long range planning, the planning firms:-were compared to the
. o ‘ i
non-planning firms on the basis of their average‘growég in

y
¢ the fbur;years bqt;een 1968 an§_1972L Growth was measufgg
_in percentage terms on each bf::‘assets, sales, employees, -
net income; and common stock market value.u,Té ha&e sup-
:'pofteﬁ'the hypothesis of tpis study, the meég growth of the
“noﬁjglannets" would have had to be signffiqantly greater

\

than éhat experienced by.the "planners". The results of the "
@ . »

"analysis were as follows:

-

s Table V;l.

Comparison of “Noq;glanners" with "planners"
on the Basis of Average Firm Growth

Average Firm Growth Statistibal
_Growth Neasure, Non-Planners Planners - Probability
/ : !
Asset Growth o ‘
(N = 27 + 93). 70% . 49% . = .22°
Sales Growth : , S .
(N = 27 + 95) . . 7 79% : - 70% .42 .
income Growth :
(N =-24 + 76) - 83% %, -~ D4% .10
. - o
_Employees Growth : o :
‘.. (N =17 + 87) 91% - 17% .13
Market Value Growth g , .
(N =17 + 63) 39% 36% .45
/ " For each of the five measures of growth, the "non-

planners" exhibited gféaﬁef“éverage growth rates,tﬁﬁn the
"planners". These differences were highly signifiiant ‘

[ ] v . 2 O

(8

. - Lag L}
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~ 3 @ . : v o B
statistically for income and ‘employee growth. The statis- )
tical probabilities for these two:measures of gfowth_were
.10 and .13 respectively. The measure of-asset g}owth was

T statlstlcally significant at .22 level. The other growth
measures, sales growgh a ;? market value growth, with 31gn1-
ficance levels of .42 and .45, made statistjcal inference

3

-~ difficult. The overall consistency with which the .average

growth of the "non-planners" was greater than that of the

g"planqsrs"xon each of the five growth measures and the

adequate statistical significance on three of theffive

A

measures lead to a general conclusion. These findings

indicated that, on average, "non-planners" have grown more

\

o 1 1

N ' rapidly than "planners"

_ Comparison of "Non-Planners", "Low Planners"”,
. "Mediul Planners", and "High Planners"

S 'The following sectioris summarize the differences found
~ in the individuai'comparisons of non—planners “Io&”plaﬁ-_

Y

‘ners", "medium planners", and "hlgh planners“ on the ba51s

" of average\}irﬁ growth.{ Tt has been shown previously -that a .
‘ 'diffefencelé;isted betw;en “non-plannefs" anp Jplanﬁers".
.On the gasis of.aQe}age'subsequent_firm g;owth,xﬁnpn—plan-
| ners“‘represented a diffefent poﬁﬂlationvof firms than
A 1anne£s“ To extend this test, the sample of "planners"
* ‘ Qas sub—d1v1ded into three categorles- "low planners"”, 2
"medium planpers“, and "high planners". The basis of this
segmentation dgs'previously'disqussed’in'Chapter 3. xTestSf

., were conducted to determine if discernihle.diffefences

. | , _
< existed between each of the four categories of long range

»




‘compare "low planners" with each o

] i i a e
a4 B ' - .

Perr to ponductlng the analysis descrlbed in the
o ¢
folloWing sectlons, the hypothesis described in Chapter 2

. . M
was- further expanded to lend applicability to each of the
‘comparisons. - The relevant hypothesis in Chapter 2 was’ *
stated as follows: ’

“ \-\ .

" Firms which do more long range plannlng grow 1ess
rapldly than firms that plan léess. o o
[54
. For purposes of phese 'category by category comparil
sons,’ the ébéve'general hyppthesis was translated int5 morée-
3 -3 !
operatlonal hypothesesn‘ These were as follows: .
. 1) "Non-Planners" would experlencekhlgher aver- d
age growth than "low plannérs"” byt the dif-
. ference wq d Be marginal and of low statis- .
tlcal 51/%1f1cance. - . £ R

2) -.*Non-planners" would .experience higher aver-
age growth than each of "medium planners" and
"high planners" and these differénces would ~
: be much more discernible and more statisti-
c cally significant than that ‘found in dom-
paring "non- planners" with "Iow planners"

»  3) "High planners” would experience slower

average growth than "medium planners" who, in
turn, would -experience less than "low plan-
ners". ) .

Each of the comparisdns is then described. Thg first
. ¥

’

sections compare "non-planners" with'each of "low planners",

"medium plann®rs", and "high planneyb" » Subsequent sections
"medipm planners”.ang

. . . L] P ™ , Lo
"high planners". The lagt section compares "medium plan-

ners" and "high planners”". . .

N . /'* ' ’ f ) : . -
plénnlng. / : . L .o '
; q .

-s,
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] -
- tabled as follows:

» : B - A 99
Comparison of "Non-Planners" and "Low Planners”
8. i + -

+ A
s . \ e 4
» .

e °

A comparlson of "non-planners"” w1th "low planners™ on

ks -

the basis of average firm growth 1nd1cated that there may be

no difference between the two.’,Comparatlve results are I

. )
. A N
4 D

- - Table-V 2 . -
3 .
Comparlson of "Non-Planners" Wlth "Log&?lanners
on the Ba51s of Average Firm Growth ﬁr‘\

L] -

- Average Firm Growth Statlstlcal
Growth Measure Non-Planners « Low Planners . Probability
Asset Growth ~ . - ) " p
(N = 27 + 19) , 70% 61% - ;38 A
. . . \
Sales Growth, o ) wrong
(N =27 + 19) - 79% - 105% - direction -
- ) _ . ‘
Income ‘Growth I PR . / . .
SN £ 24 + 16} 83% . 69% S . ..32
Employee§ Growth . o o .
(N = 7 + 18) 91% 158 ° .13
- B ’ f ‘r ) -
Market\ Value , . v
Growt , ’ - . wrong

(N = 17 + 12) 398 - . 78% v direction
I rd : ~

. . ' .. - e
Although the results were similar to what was anticipated,
Ve .

they were not conclusive. It may be argued that since."non-

1 -

planners" grew at faster rates én.three of .the five growth K

measures than "low plénhers", i.e;;_asset growth, employees

. gr6wth, and income groﬁgi; that there 'is some detectable

tendency of higher growfh-in "nen-planhers". The mere'rapid

growth by "low planners" on the measures of sales growth and
»

market value growth does not allow for any definitive 1nter-

’
A 4 '
- . L
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_pretation, The most reasonable interpretatlon of these -

findings is: 1nsuff1c1ent ev1dence existed to believe that

| 4

"non-planners" and "low planners" grgw at dlfferent average

rates. ~ L N . ’
- . ‘e ' 4

9 v ¢ .
. . - ' .
Compa;fson of “Non—Planners" and “Medlum Planners” -

< . = \L
\ ¥} -

- Comparison of "non-planners" and-"medium planners" on
the basis of average firm growth supported initial expecta-

tions. The "non-planners" grew at faster rates, on average,
. e ,

than "medium planneré". The results obtained were as fol-

lows:

o *  fTable V-3 - n

Compaxlson of "Non-Planners" With "Medlum Planners
o the Bagis of Average Firm Growth

Growth ' Average Firm Growth. ) : Statistical ).
~./ Measure Non-Planners Medium Plannegs . Probability %(’
Assets . ! : e - .
(N = 27 % 35) 70% 57% B . .33
Sales .- . ' ‘ Wrong
(N = 27 + 35) 79%. . - 7 87% . direction
Income ! o ) - : . - S
(N.= 24 + 27) B83% 54% - ' .11
Employees ) . N )
(N =17 + 3L) 91% . l6% “ . .14
¢ . . o Y ! -
* Market Value _ - . . oo
(N =17 + 26) 39% . 27% " .30
L ¢y Only on the measure of gales growth did "medium plan-
ners"” outperform'“non—planners". "Medium planners" increased’

sales 87%, while»“noniplanners" increased sales by 79%. Of

-
.
Al -

, -
° ‘ ‘ .
' ' L ]
. i
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-the five measures of’flrm growth this difference of elght

' &
percent was the smaflest difference and had the poorest

¥

statistical significance level' On each of the other four

growth measures, noﬁ—planners outperformed "medlum plan-

. ¢ N
- ners". Interpretatlon of these results 1nd1cated that "non-
planners"” experLEhcea faster growth rates than “medlﬁqikg o~ )
‘ /, . | . . : = o . 3
~planners". o ‘ - »
. . '
L g ’ ) ) N o *
Comparison of "Non-Planners” and "High Planners" .
. . - . )
- _ .
Comparisqn*of non-planners aqd "hlgh planners" on the
. bas\is of average flrm groe;h/supported prlor expectatlons.
'"Non—planners" ‘on aver e, outperformed "hlgh planners".
- The results follow.'
f“ '/ mable v-4 ]
ot . . i R '
Ao Comparlson of “Non-Planners" With "High Planners" )
. on the Basis ‘of Average Firm Growth , T .
Gro&th #;)//Zverage Firm Gzowth _EStatistical'
Measur —Non-Planners High Planners . Probability . ,
‘Assets ’ R - ,
(N = 27 + 39) 70% . & 35% . .11
. A 2 ey ’
: Saleg , . R , .
ce. (N = 277 +'41) - 79% . ©40%° .16
’ o~ t‘- ’ - ® -"':' '
Income . o h R
(N = 24 + 339 83% . ' . 48% . . .08 :
- f , . / '
Employees ' . o
T ¥ (N =17 + 38) ~ 91% ' . 18% . ' .14
Market Valu;S N -~ ' ' ,
© (N =17 + f * 39% - 24% . ‘ .25
. s RENAR » ,
N _ " A

On each\of the five measures of avgrage firm growth

. A o, .-
.
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~;"‘\ . ' - . - .t e ) )
:“, . . - e »'57 . 1 o 2
"non-planners” exkibited significantly higher growth than -
T en . AT . - T
" Zhigh planners™. . This finding indicated that “non%ﬁlanners"

LS ]
¢ 4

. . . F) ;l . . »
grew ‘at faster rates than "high planners".
» \g , L3 . 3
ﬁ. . - . ‘; '- ¥
. ot » [ N - . . , - .
o ~ § . M
Comparison of "Low Planners” and "Medium Planners"

. . A - . - -
" 4 i

.-
R «
. s ’ * ' ' " - h
® : ] -
' f
2 %
-

i ' 1 ’ . ‘A.V
A comparison’ of "low planners" and "medium pla rs" on

-~ ~

the basis of average. firm growth supported the-anticipated’
‘ _— ) t\ ) - -
results. ‘"Low planfets" gréw at faster rates, OR average,

. : ‘ . '
than "medium planners". The. results of the comparison on

the basis of average firm grbwth were as follows:,
A ?

-

aov e > . ‘
> rable V-5 -
. Comparison of "Low Planners™ With "Medium Plénne?s“
' on. the Basis of Average Firm Growth

-

N

IGrowtﬁ ) . Average Firm Growth " statistical -
Measure Low Planners Medium Planners’ Probability
.Asset hrowth, \ ‘ CoC ) .
(N = 19 + 35) 61% 57% * 3 .41-
4”Sq;es Growth o Y ] ‘ 4 o _
-{N =19 + 35)  ‘rO5%, 87% .36
Ifrcome Growth - . ‘ ‘ “ Ty .
. (N =16 + 29) 69% - '54% .27
* . . “‘ . . '
Employees®Growth ' : ) . :w,f Wrong
(N.= 18 + 31) . 15% 16% -, ® direction
. o . r
Mgrﬁét‘&alue : o . :
Growth . . . - a
(N = 12 + 26) 78% , S 27% . .18

.

. " .

. ’ - - . ~ )
"

In comparison, an almost consistent greaser growth rate

* was experienced by ."low planners" over "medium planners".
v L '.." v
On four of t?e five growth measures, "low pfﬁnners" outper-

. . <
L - . . - . t
]




evidence 1Ed1cqted that

]

, grew at faster rates.than "ylgh planners".

] . &

formed “medium.plannerem' On the fifth growth measure, = -

employees growth,

4

ners",

T

but only by onejpercent Interpretation of the

c
--

planners"”. e L ) .
~ o - -
h | .
0 ’

.

4

Comparison-of "Low Planners"

-and "High Planners”™

-«

-Comparisoﬁ of "low planners" and "high planhers" on the

ba51s of average farm-%rowth supported prlor expectatlons.ﬂf

. "Low planners" grew at faster rates than "hlgh,glanners”

~

»

The resylts are compiled as follows: - ST

. T
. O L.
» - -

Table V-6

- .

'v  Comparison of "Low Planners" With "High Plannerss
: on the Basis of Average Firm Growth: e

v
)

&

-

~ Average Firm Growth

' Statietical
Growth Measure’ Low Planners High Planners Probability
Asset Growth I . .
(N ="'19 + 39) 6l1%-- . 35% Tt .03 s
Sales Growth T - o o o7
(N = 19 + 41) 105% *. - . 40% .06’
Income Growth . b ) - .
(N = 46 + 33) 69% T 48% .22 .,
. - - .
Employees Growth, , H ) ’ Wrong
(N = 18 + 38) « 15% . 18% B dlrectlon
Market Value : \ ; ; 1“2
Growth o o '
(N = 12 + 25) 78% 24% . .17

Syt

On four of the flve growth measures, "low‘plaﬂners“

Two of’ these

* *

<

comparisens, asseté growth and sales ¢rowth, were highly

»

"low planners" outperformed, "medium .

103"

“medlum planners" outperformed "low'plan- .

'ﬂ




’
P

_ . . 105
statistically significant. Only on the employees growth

) ]
measure did "high planners" marginally éxceed "low plan-

. . . ’
ners". These findings indicated that "low planners" ex-

perienced more rapid growth ﬁth "high planners”

Comparison of "Medium Planners" and "High Planners”

1] . , 1
) N

- ‘\
Comparison fof "medlum planners with "high pilanners" on

the basis of s bsequeﬁt growth ylelded the anticipated _ ,"

»results., "Medium planners" grew at faster average rates

. »
-than "hiéﬁ planners". The results obtalned were as follaws

4
L] A

4

Table V-7 , ‘ N

: 8 o : . -
Comparison of "Medium Planners". With "High Planners"”
on the Basis of Average Firm Growyth

i P
e

{ o ‘ ‘Average Firm Growth ‘ Statistical
Growth Measure Medium Planners High Planners  Probability
- i . —
Asset GroWth

rea

(N = 35 + 39) 57% 35% _ .05

Sa&es Growth ‘ ’
(N =.35 + 41) g7% 40% .05 -

— : . ‘ . ; \

Income Growth

(N = 27 + 33) S54% . 48% K -. 38
- . » . . - -
Employees Growth: ‘ - Wrong
(N = 31 + 38) 16% - 18% direction
« T | - S
Market Value Growth . - o '
(N = 26 + 25) ‘ 278 o 24% .41

N .
- - . -

. [}
On the basis of average firm growth, "medium planners”
] ) - S r
grew at faster ratés than "high planners". On three"growth -
measures, employees, ingbme: and common, stock market value,

the two groupings‘grew at approximately the sgwme rates. , On .

c
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the measures of asset growth and sales "growth, howédver, .

"medium planners" grew at substantially greater rates.

"Medium planners" were hlg?er overall on four of the five

v,
LI

growth measures. This indicated. that "medium planngrs" o

experienced more rapid growth rates than "high planners"
R o - .

Summary of the Comparlson of the leferent Plannlng Cate-
gories , . . ,
) -~ R - -

~

- R N .
Comparison of "non-planners", "low planners”, "medium
p . :

planners", and "high plénners" on the basis.of avefage
. - "
subsequent firm growth, showed discernible differences among

the groupings.  These differences suggested the existence of

©
-

a segmentable planning continuum within the industrial
system and the efistence of a, general negative relationship

between the practice’of long range planning and firm growth.

ix L
A brief sketch of thig’tentative planning continuum is’as

fol}%w;: .
’ Chart v-1 : L
' A Tentative Long RapgelPlannin;kContinuum -
+On the Basis of Firm Growth ' :

Level of”glannigg T ; A&erage Firm Growth -
Non-Planners i Higher- S

Low Planners | Y ‘ High |

Medium Planners ’ Low -
.High Plannérs . . Lower.

_ This tentatlve segmentat1on of the long range planning

contlnuum shows that, as the level of long range “planning o

[




v 1

increased, average firm growth decreased . The above

LI

ing, based on the differences between averages in each of

]

\ L
the four categories, did“ﬁqt provide conclusive evidence of

an underlying relationship.® The fihging did, however,
strongly suggest its existence.’ ' The chapter continues by
\\;jsnmmmrizing further exploration of the above tentative ‘

" continuum and the tests made to determine whether an under- .

!

lying relatiowiii; existed. ] .-
Long Range PlannilMg and Its Relatlonshlp to Subsequent

Firm Growth (

. > . : ! ‘ N -\ y - .
This section summarizes further investigation of the

!
A
»

. tentative segmentation of a long range planning continuumr

advanced in the previcdus section 'and the tests conducted on

' the hypothesized unde}lying association between long range7

\

planning and supsequentﬂfirm growth. The rédsults of“this
analysis added further evidence to support the existence of
a segmentable long range ‘planning continuum. The results

also strongly indicated the presence of a negative associ- '
‘

ation between the practice of long range planning and firm
growth. This finding supported an initial hypothesis of .the

research study.

¥

Two parallel investigative approaches were used in this .

anélysis. One approach built on the results of the ‘search

for differences between the four tentat;ve categories of

o

'planners; - i.e. "non-planners", ﬁﬁowﬁplanners"" *medium
planners”, and "high planners". Thisg approach_has;beenff

i
described in the previous sections of this chapter. .Using

the above information, probabifity-petterné’idﬁthe trends of



a-n

5 " ® { . -t.—;tlo,zﬂ'

the means were checked to assess whether the ev1?ence sup-

ported the 'tentative segmentable long rangé planning con-

tlnuum

» ~

v

The other approach tested for the hypothe51zed rela-.
tuﬂnshlp hy appliNng correlatlon technlques to the total
.- - .
sample of plannihg flrms. In both wpproaches the relevant .

v Q

terms were defined in the same manner as described in' Chap-

S}

. ter 3 and Chapter 4. The resujts of these two qgg{iéches—

J sdgsfgntially corroborated-each other. ‘ ’ . ‘\

° " e ( .,’- ‘\\._
Firm Growth gnd Long Range Planning ; RN

L

. | 2. ‘

The result$ of correlation tests between long range
. - .J S Ve “ "

planning,and subseqﬂent firm grthh indicated a definite

underlylng negative a55001at10n between the two. Testw were

“
»

conducted between each of‘the fheasures of flrm growth ang"
the most discriminating of the three long range planning

~ ~ . ‘
measures - the multiplicative polling score described in

Chapter 3. With each firm growtp“measure-a negative asso-

o

ciation was found. /A summary ofq'l.’results is shown orfi™the
Coe ) . . 3
feollowing page. While the correlation coefficients were not

partieulafly:}arge, thedfaEt-that'they were all neéative and

that some had high statistical signifitance levels added ~

evidence fB”support‘the hypotheéis that an undexlying nega-
"L tive relationship existed. A
- o Y s P ?,39 "’ .
A possible explanation for the relatively low degree of

° %

negatlve correlation was found whén the relationship between
N . . ,
‘?- >

subsequent firm growth qnd long range plaﬁning was consider-,

¢

-
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Table V-8 -
, : ‘.
: Sumniary of Spearman Rank Correlatioris Between
. Long.Range Planning and Subsequent Growth Measures
- ' ~° Lorrelation .. JStatlstlcal
‘ Growth Measure N : Coefficient Probability .
**  asset Growth 93 T, ~=.28 .00 -
. . - < R Y , )
Sales Growth 95 : -.16 . .06
. A . b } . .
t  Income Growth . 76 ~.11 .18 N
Employees Growth 87 ° -.01 ®.45
5 L § o ’ )
’g . Market Value . - ~ : / : : -
Growth 63 o x—.QG%ﬁ ) .31 S
x: ed within each of the sub-gamples of "lowlpleﬁhersf, "medium

a

planners", and "Mgh planners®, on an individual instead of

on a combined sample bésisti These resulds iﬁdicated that a

Q jad
ot growth and

negative relationship existed between 'subseq
~ ' =

o planning within each o "low plahners" and "medium plan—

ners”. ‘In "high planners", the relationship was,.however,

in the opposité direction. Within "high planners", firms
that plan more appeared to gfow more- rapidly than firms in
1 -~ ¢ . N ;
‘the "high planner" category which planned less. The com- . "

'pardtive results follow on the‘following page.
& -
. These results rndlcated that within "low planners a, “

negatlve relatlonshlp ex1sted between the amount of plannlng s
, and subsequent growth. Although all "of the firms in this

category practiced,relgtively little lon§ range planning,

thgse that tended to do moﬁe experienced lower subsequent
. =~ .

oot

-

T, growth. The degree of negative association ranged’fiom a
low of -.18 for empagyee growth €6 & high of -.51 for assetfu

]

‘growth. Firms in the low plafning category which pradticed

L}




’ - : ? * Table V-9 Sy

.Comparative Summary -of Spearman Rank Correlatidn
Between Long Range Planning and Subsequent Growth -

"

‘ 109

. For- "Low Planners”, "Medium Planners", and e
' - “High Planners” ¢ b
& - '
[ 5
* ‘Low Planners _ Mgdium Planners High Planners -
- . Siza . Co= Signi- Co- Signi~ - Co- ASigni-

Mgasure N

FE )

efficient ficance N efficient ficange N efficient ficance

- [
3

Asset ) ) ) . ~ S .
Growth <« 19 ~-.51 ‘.0l 35 -.45 .00 39 +.23 .10
 3ales : . , .
Growth 19 .23 .17 35 -.25 . 07 41 +.41 .00
;e ‘;‘f:ﬁ”{ " \ .
Income . il , ] ;
Growth 16 -.19 .24 27 -.29 .07 33 +.12 .25
Employees A . . : :
o Growth 18 -.18 1 .24 31 .37 .03, 38 +.26 . 06
Market s ) ¢
Value o ) A v
Growth 12 -.33 . .15 26 -.35 " .04 25 +.14 T .26 "
> ° — —— —— .
o X v A b
Average
Coefficiens -.29 -.34 +.23
4 —— T ‘
f - T T T - - Al
. . ) \
k3
o . ‘
N Y .

\‘.bettex than, the

- .
’ *

mq?e long range planning had experienced lower sﬁbSequent

. . .
LY - e

growth thaﬁ'firms in the low planning.category which prac-
ticed less'long range planning. ! -

Similar results were found amongst "medium planners"”.

In th{S'categdry Ehé>gggetive relationship between planning _

I . ‘
and subsequent growth was even more pronounced than in "low

planrers”. . It ranged from a degree of negative association

of -.25 for shles growth to a hxgh of =-.45 for asset growth.

All statlstlcal 51gn1f1cance levels were at equal t//ro

.07-&eveL. Firms in the medium planning
, - . . . Y
category which practiced more long ranga_p{eqning Bad thus

. -
—~

*

<X
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. éXperienced lower subsequent growth than firms in the ‘medium

planning category which _practiced less.

- . . hd

In the high planner_cétegory of firms, the phenomenon

.

changed directions. Although the firms in this category

practiced relatlvely large amounts of planning, those which
' . * ¥

practiced more experienced greater subsequent growth thén
those which practiced less. The degrge of p051t1ve associ-

ation ranged from a low of +.12 for income growth to a hlgh

>

of +.41 for sales growth. In.g.prev1ous section’ of\thls

chapter'it was shown that “higﬁ plenners“ generally had
.o , o o .
lower subseguent growth than either "medium" or ™low plan-

ners". In this analysis it. was found that within "high

» -

. I -
planners", those that practiced more planning performed -

better than those that did less: The findings indicated a

. and- one represents the lowest average subseguent growth.

generally negative relationship bétween long range planning

and:growth, but the rélationship began to become positive at

higher levels of long range plahning. .
" With respectkto the investigation of segmenting the

’

gentativé planning continuum further analysis indicated

that on the basis of subsequent firm growth there was evi-

N

‘ deyce to supporE This p0351b111ty. A comparison of the

[

rankings of the four categorles of planners on the basis of

L)

average firm growth yielded bﬂe_foliowigg reslilts. ‘In this .

L] .
L}

table, four represents the highest average subsequent growth.

.

Both asset growth and. imcome growth showed rankings .

‘ . ’ - g
. e

T . -, . . \ . R
which were in complete conformity.with, a planning continuum
- , ' : ) - T : - .

where, as . planning increased, actual subsegqient growth
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. Table V--lO : ‘ : 1}"1

Comparlson of the Four Planning Categorles
* On the Basis of the Ranklngs of Their Average Growth

Growth Non- Low  ° Medium High
Measure Planners Planners Planners Planners’
Asset‘Gnowth 4 3 “ z 1 v
Sales Growth - 2 4 (3) 3 (2) Jl (1)
Income Growthf =~ 4 3. . 2 . 1 °
| Employees Growth 4 ! 2 3 <
’ Mérket Value ° o ) '
' Growth 73 4 (3) _2 (2) 1 (2) )
Average Ranking '3;3 3 2.2 - 1.4 °

decreased. The market value growth measure.conformed rea-
® 4 . ’

sonably well to the contihuum as only the positions of "non-

planners” and "low planners" were reversed . Employees

growth- conforme& to the contlnuum in that nnon-planners”
-
exhibited the -greatest growth. ' The positions 6f the low,

medidm, and high plahnefgzwere} however, completely re-

versed. Close scrutiny of these particular growth rates

"
4

~showed that they were, in fact, very similar.- Thgif res-

pective growth rates were: . . ’ ( T
" \ ‘ ° oo
\/ L] . ) ! .
: ., low planners .o 15%
medium planners = 16% oo
. ) ' ’ . . ¢

high planpers’ | 18% X T .

These were the most similar growth rates exhibited in all

—— ] . :
the growth measures and -may have indicated that there was no

difference in the employee'gfowth rates of the low, medium,

-

and high plannefs. Closer scrutin§ of qhe sales growéh

’

. -
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- measure indicafed’;hat.it also conﬁprme&\ﬁg%ily well to the
contanuum "Non-planners" exhibited only the second hignest\
growthxraté.' When the "non—planne’s" were ignbred, the fgw,
medium, and high planners were in the order of highest,
second highest,'and lowest respectively.

" A further test was applied to:assess whether a'seg@en-
table plannlng continuum existed. This test examined trends
in the means of each of the four categorles and con51dered
-the probability of their occurrence by ehance;‘ If a per-
fectly segmentable planning contlnunm existed on the ba51s
'of fl:m growth 1t would have exhibited the’ followlng six
characteristics: k i R Yx

- "Non—planners"’wbuld show higher gfowth’than:

B

£

"low planners . <o

"medium planners". and : :

g

"hlgh planners”. .

= "Low planners" would show higher growth than- @

"medium planners”,: and

& -« .
o

re

1 "high planners”. P | TR
- "Medium planners" *would Ehow hiéher growth‘than:‘
~ A
) » . [ ? ‘
. "high planners". _ . ¢ .

*

Table V-11, eummarizing this‘comparison, follows on the néxt

|
7

‘page. - i . - ;—

- £
' .

This table shows that the ten;asive segmentation of the
pkahning continuum did not discriminate between "non—plan-

ners**ﬁnd lpw planners This comparison had an 'incidence
’

<of fit' of three vérsus a maxzmum of flve. The similarity .

of these-;wg\gategorﬁ;s suggegted that there'may be little

7. - | ' E _ 1’ o
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ﬂ Table V-11 T - '
’ ~
' Comparlson ‘of the Relatlve Positlons
of "Non-Planners" '"Low Plannérs", "Medium Planners", .
and "High Planners" on the Basis.of~
~Average Firm Growth

Average Growth Measure . i '

Planning

. . Category

, ' Market Incidence

Characteristic, Assets Sales Employees Income Value of Fit

Non-Planhers ’ - . .
greater than: . 2 o

‘pow‘Plannefs Yes No Yes Yes No 3
. ) } - t
Medium Planners . Yes No ' Yeg2 Yes2 Yes . 4
‘ 2 2 2 1
H;gh Planners ~ Yes Yes Yes Yes Yes 5

ow Planners

greater than: _ .
Medium Planners  Yes Yes ° No Yes -’ Yes 4

High Planners Yes Yes No Yes ., ' Yes

Fum-Planners —————- : —_— e
~ greater than: 1 . 1
High Plannexs -+ Yes™ Yes

Yes 4

/’

13
]
@
4]

Growth Mea$ure - A . . .
Incidence of = ' ‘ , .
Fit . . @ 6

*

Binomial - ' .

p)

Probability 4 8 . 3? . -

With Equal ,
Prior _ : o '
Expectancies .02 - .34 .66 .02 .11 k/

—_—

Yneans 51gn1f1cantly dlfferent §tatlstlcally at the .ID level or

better. ¢

-
-

2means 51gn1f1cantly dlfferent statlstlcally at the .20 level or
better. . . .

- ’

4
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difference betwegn "non-planners" and "low planners The . .
> ;
) contrast between "non—planners“ and "hlgh planners exh1b1t~

- L]

ed the highest possible incidenee of fit of five, This

-

indicated .that the polar ends of the continuum were clearly

]

. : e .
different on the basis of subsequent growth, at high statis-

L4

tical significance levels. Each of the other contrasts

shqwed'a 'planning category incidence of fitf—az\fgggf This"
lack of perfect fit may be clerifi@d by examinipg th ’

-t

- . Both tﬁe\gffezogrowth measure ‘and the income growth
measure showed a store of six whiclr indicated that’ on each

e

(\ ’ 'growth measure incidence of fit'. p —

of the six possible contrasts the direction of this subse- ‘

o v

. . - N 'y ..,
guent growth measure was‘perfeétly compatible with the

tentative segmentatlon of the planning continuum.

| »m—m——ma;ketmvaéue—gpewth—pzeasafe—haéﬂa—se%e—ef—f—ﬁfe—eu%-

e

It did not move 1n the expected dlrectlon in the contrast

between "non-planners" and "low planners". Similar results
; | V .
were obtained- in the sales growth measure where the 'growth

-

measure incidence of fit' was four. The expected directiong.
z .- ) [ ] ’

were not observed in the contrasts between "non-planners"

'

and "low planners" and the contrast between "non-planners"

~ . ’
N

and "medium planners”. §he sales growth measure and: the .
market value growth measure indicated that on a directional
basis there may be no difference in subsequent growth be-

- - —

3 tween‘"ndn-planners",and "low planners". The employees

- growth measure had a score of .three. It showed that "non-
plenners" had higher growth than any of the  low, medium, qnd
. high planners. Byt, among the low, medium, and high plan-

"y -

- . '{ . «
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neﬁ§ the ev1dence 1nd1cated that there was no dlfference in

’

employee growth rate. SO

Examlnatlon of' the trend pattern and 1ts probablllty,
LY

- on balance, supported‘the'pos§1b111ty of a segmentable .

1

planning contintum in the industrial system on the basis of
subsequent growth. There appeared to be little distinction,

hoyever, between "noﬁhpianners“ and "low planners"”

a ' £
-

Summary of Flndlngs

In summary, whlle the "evidence was not ‘'strong ‘it did
support the hypothesis that an underlying negative relation-
shib between ,long range planning and subsequent growth ’
existed. This relationship appeared to exist across.the
spectrum of*all the firms in the fhduetriaf s&stem. It was
also fourn 'that the nature of Ehe relatiohship varied with,

the amount of planning being conducted. In the category of

‘enced lower ‘growth than those firms which planned less.

«Similar results were observed in the category,ofufirms S

firms which could be generally considered to be "low plan-

ners" those firms which planned'tq a greater extent experi-

. labelled as "medium plqnners" In/the category of flrms - .

r

which are generally conéldered to be "high planners the

phenomenon was reversed. Among those firms whlch were "high
blanners"* firms whrch plannea more experienced~greater
subsequent growth Qhan flrms whlcq planned léss.:

The findings also supported éhe concept of a segmen-

table long range planning cont;nuum where differences existed '

on the basis of .subsequent firm growth. Figmé'that did not

plan - the "non-planners", were found to have experienced

a -
- i a '

1 "

-
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Jhigher average subsequent growth than fl'qi that did plan -

..
' . the "planners" . When the "p],anners“- werl spllt into three\
o~ ' le?eié of planning, it was found the avef%ge £irm growth
. ,tended to decrease, as the level of plepning increased.
' These findtngs may be eummarized'in‘ghart form. The
follpwing chart: Chart V-2, shows the fin?ings witﬂin each
L ﬁ\'/of the four planning categories. | )

Discussion of the-Findings.

.

The findings outlined in this chapter ‘add to the body

.

. . . . . ']
~ of knowledge concerning the practice pf long range planning.

These descriptive findings challenge 'somg of the normative

« theory discussed in.Chapter -2, The Literature on. Long Range

-

Planning. The findings and their relat;onshlp to plannlng

as viewed by those who advocate 1t, by those with ;eserva—

tions concerg;pg it, and by those who viéw it as a part of

4

.+ the economic system are discussed -in that order. ’
edvbcate’the practice of long rangemblenning because they
-believe it improves business success. Qnly one empirical

- study was uncovered to support this bélief. This study, the

Thune and House study,1 found, on the basis of pairfmatcﬁed

‘'formal planners' versus 'informal planners', that 'formal

planners’ siggificantly qutperfbrmed 'infofm'.'planners'f““ .

In contrast, the findings described in this chhpter,showed
' o - : Al | :
that firms which planned less grew more rapidly. . Fhese

Y [ ’ At
. . ) i

’ ! lS._' ,’xe and R. House, "Where LoFg Range Planning Pays
Off - Findings of a Survey of Formal, Informal Planners",
Buginess Horizons (August, 1970), pP- 82-87. .

.In Chapter 2 it was shown that many authors strongly -

ey
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- : Chart v-2 ‘ -
. Segmerttation of the Long Range Plannlng Contlnuum T 1ﬂ
\ . *. on the Basis of Firm Growth. :
Level of Plannlng - Firm Growth *
Non-Planners - _ ", - HIGHER ' — |
) S - hlghef growth than "plan-

- : nérs"

*ﬁappéared to have marginally
- “~higher growth than "low [
. plannérs"

- higher growth than‘:each pf
. . "medium plannerd" and "high
, o o, planners”
Planners Y ) — '
Low Planners . - HIGH o ot
-~ within "low planners” there
. . wag a negative relationship
between growth and plannlng

o ) . - marginally lbéwer growth ‘than
‘ *_"non"planners“ :

@

' Medium Planners ’ ' - LOW ;

?

- . ) igher growth than each of
i s —— ¢ "medjum planners" and "high
" ) planqers“ : .
L - -

- within "medium planners"
o a negative relationship —
‘ ' ‘ existed between growth'and
-, * ¢ planning

- ' @ lower, growth than each of
‘ , "non- planners and "low

planners"
) - higher growth than "high,
: ) . planners
High Planners ‘ * ' - LOWER
v - within "high planners" a
‘ relationship existed between

.- s ‘ . growth and planning .
4
" - lower growth than each of:
"mediym’ planners"”, "low
planners"; and "non-plan-

- ners” : ‘

~

N . \
. .
.
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findings and the Thune and.ﬂguée findirgs may not, however, T

.

beLincémpatible. It is tempting to suggest that Iong range

e ; . LY . .
_planning may lead to slower growth. Thig interpretation

~ Y

does not appear to be reasonable. Instead a more reasonable

interpretation_ofgfhe findings of this study is that plan- <
. . - ) ‘ 1/ N .o ' .
ning is intensified in firms cbnf;bnted with greater adver-

b gity. .Thus when the population 6f‘firms is viewed in total,
Y p .

/gérms that” plan more“are_obéerved to -perform worse than

firms which plafa less. *The observatiof? implé a causal
R L E J
relationship between adversity and planning rather than one

between plannirg and poorer pefformance, This interpreta-

tiqh is consistent with the findings of Najjar2 described in -

-

‘Chapter 2. WNajjar found that firms which pflan more ex-

pressed lower managerial satié%action,with profits and sales

‘,“- .
- ¥

— - i . » e
e - -
. 7 -
+

The literature described in Chapter 2 coﬂ@érning

-
]

reservations abowt the practice of long range planning has
- . - i ) .
" two main aspects. The first concerns the usefuliMess of. long

3 " -
3

range planning. The 'sqcond concerns the inca}nation of top
fmanégers to plan.. In t%rms of usefulness those with reser-

‘ . ." . . 1]
vations believe that long range planning is a waste of

scarce management energy. They believe its practice impairs
. - '

" performance., This belief is intonsistent with the Thune and

¢

Hquse, findings.: If that study is ignored, the findings
- L) . .

deggribed'in this chapter are, at minimum, consistent with P~
N , .

v - ° t 4 -
\
- 9

2Mohamed Ac Najjar, anning in Small Manufacturing Com-
panies: An Empirical Stu (unpublishéd doctoral disserta-
+ tion, Ann Arbor: Unilversity Microfilm Inc., 1966). :

IS

# - e
. [
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the views of the reservationists. To further clarify this

iSsue, a supplementary test was ¢onducted.' This testsparal-
, X :

leled‘the Thune and House study and is described in Chapter
b 4 . _ ;
‘ 7, Summary of Otﬁéf’?indings, of this report. .

In terms of management's inclinatiop to plan, the

~

findings of 'this atudykare consistent with ‘the behavioural

theories described in Chapter 2. Cyert and March contend
"\
that management is mainly reactive rather than proactive.

They sqpport their position by empirical case observafions~
‘The‘éenerally negative relationshiplbétween planning and
growth as’describéd in this chapter pay iﬁdigafe that long
range planningkis a fgf%‘of managerial reaction. Currently
;/J . planning is genera{;y perceived, at least in theory, to be a
proéctivé mode. Its practice may be instituted and intensi—'
o __fied by management's reaction to- adversity. ‘Firms which are-®
finding it difficuit.to perform well may react by intensi-

' fying their long range R;§hning effort. This interpretation
is consistent with the findings of this study.- r
» ' )
Chapter. 2 considered planning as part of the total

economic systeém. Théﬂviews of John Kenneth Galbraith were
‘ \ .

e discussed. Galbraith's observations concerning a long range
: i

4

planning continuum and reasons why firms plan are relevant

A ]

» i
to the findings presented in this chapter. Galbraiéﬁ sug-

gests that within the industrial system a planning continuum

4 .
exists. At the simplest level he splits this continuum

.

between the market system and the planninéxsystem. » He goes
further” to suggest that within the planﬁing system a con-

N L) . . o ’ )
tinuum exists. He advances no/gmp;rlcal evidence to support

Id
po
L4 - -
N 1] /
. J
- - - »
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his observations. The findings presented in this chapter

a

provide some empirical support for his pos{tion. This study

\foundnthat Qn the basis 6f average firm growth "planners“ -

\ ] *

\those firms that plan, experlenced lower average firm ‘

PR ~\ .

growth on all. five measures than those firms which did not

-
|

plan - the "non-planners". Thistgtudy also found that, -, )
within the "planners", it was pos;ible to further segment

) the firms on the basis of plannlng This segmentation ”
showed that flrms at hlgher levels of plannlng had lower -
average firm growthﬁthan firms at lower leyels“of planning.

Galbtaith,also suggests that firms plah to preserve

' ~managerial autonomy rather than to improve ecohomio perfor-. ’

mance. -The }everee is sug&ested by those who advocate{the

practice of plénning. The finding of a negative ¢elation;

Shlp between planning apd growth presented.ln thﬁs chapter

L — e s T T e e . e

- — M e s e i e e D o e o

is tonsistent w1th~Galbra1th s.contentlon. Galbraith con-
¢ . . 4

tends. that while growth is important, profit growth \i‘s not

-of paramount importancef A finding of this study supports

that position, Table V-9 shows that among those firms which

do intensive long range planning = the "high planners”, the

hlghest p051t1ve aSSOC1at10n was, found between plamning.and
' 4 B
; ¢ Sales. growzh The association between planning and-income {'

growth was the smallest of the five essociations. ‘The , e )
( findings.preeented in this chapter lend supportAto'Gal—~

’ bralth s previously untested observatlons that plannlng is

.not done mainly to achieve growlh' and that a plannlng

' '
continuum exists where‘one)ofgthe important distinguishing-

variables is firm growth. - *3 '

L) L ote
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t - “ .
THE RELATIONSHIP OF LONG RANGE PLANNING TO
® . GROWTH VARIABILITY_;//'- : -

L4

> ' . , , - ’ ¢ 3 ) 4 A
Thi’hapter presents the analysis and the findings of*

[

the test of the relationship of long range planning to

o growth variabillty. The organization of this chapter'is

"

similar to that of chapters 4 and 5. The analfticai ap-

proach determined whether variability in&growth differed in ‘
. each of four categories of planning. Growth variability was
‘measured by the variance of growth in each of the, four

planning categories. The possible limitations of this

measure of growth variability have been discussed»in chapter
Q B
3. The first check for differences in growth varlabi ity
5 =4

i . was between those firms which practised long range plan- \\\\\
-““‘“”‘“"nrng“*~the p%aneer—sl' -and those Lfirms which inds.ca_ted they

7/
did nqg long range planning - the "non- planners “The check

for differences in growth variabillty was further extended .
to con31der differen%es among."low planne;s medlum plan—

ners“ and ahigh planners" " A discussion of the findings and -~

Pl @

their relationship to the cﬁrrent literature follows their

presentation. e . e : ‘ o e

e

/
Comparison of “Planners” and "Non—Planners"

-

! For purposes ‘of this analysis, "non—planners“ were

défined as firms which statedathey d1d not "do ahy long
]
. ° , & range planning for more than one year«ahead" "Planners"
were defined as firms that stated they dld3~ In the sample .
4 t - . T

29 (21%) of the 141 sample firms indicated\&hﬁy were “noh-

1% - !
- 4 ! ——— A . . ’
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planners".

Growth yariapility was considered on each of: asset ~
"growth, sales growth, net income growth, employee‘growthuana
N ‘ . ‘

common stock market value growth for the four year périod

between 1968 and 1972. . To determine whether "planners" were
. Y * s
different from "non-planners", the variance o6f the growth
: . ) A

for each of these-tyo groups @as éombgred and the differ-
ences were testéd for statistical signiﬁicahce. A "hypo-.
thesis of this study was sﬁbpérted, when it was”found that
the‘Ggriance in growth of ,"non-plannersg”. was significantly
greater'stat}stipplly than that of-"planpers”: The resultSWi

of the analysis were as follows:

‘ - ’ 1 ..
. Table VI'l A " N
Comparison of "Non-Planners" With: "Planners"”
/ on. the Basis of Growth Variability -
= Among the Two Groupings
Variability variance of Gréwth . F StJiistical
Measure Non-Planners Planners Value Probability
« Asset Gtrowth : & : . : :
(N = 27 + 93) 1.90 297, © 6.4 .00
Sales Growth ' ' : ' ' ]
(N = 27 + 95) - 4,00 1 1'62. 2.4 " «.00
Income Growth e . - oL
(N = 24 + 76) .98 . .49 . 2.0 .01 L
Empldyéeé Growth ' ° . . “ .. - N
- (N = 17 + 87) 6.8 . .56 S 12.1 . .00
‘ : - i
Market Value: o . .
Growth: ) : wrong -
(N =17 + 63) .63 - ° .82 1.3 direction
- y A . » n, . ’
\\; On four of the five measures of growth, the varlgblllty" .
o his growth was much higher in "nan-planners"“than it was ., ° .
R > D e




o/_13,1'1an‘ did "non-plannérs“. While ‘this difference)was in the

o - : o 123

n "pl%nners". In each of these four measures \the differ-

a-

ences were statistically significant at approxipately the
.01 level of probability In the measure of mafket value

growth, planngrs" exhibitea a larger variance of growth’

-

opposite direction of the other .four it was, however, the

smallest differ;noe of the five differences. The findings
indicated that, overall, "planners" experienced much more

A
[

" homog&nous growth'thap "non-plarners”. ' K

. : .
A Comparison of “Non~P1anners "Low Planners", "Medium .
Plahners" and "High Plannexs" . : R .

*

The fqQllowing sections\summarize the différences found®

© in the comparisons of "non-planners", "low planners"”,

"medium planners"™ and "high planners” with each other on the

basis of grzwth variability. The previous section showed

that a diffdrence exioted betweenu"non—pianneré“ and "plan-

°

ners", On the basis of growth varia%ility, "non-planners"”

represented a different population of firms than "planners".

To extend this test, the sample of "planners"-was sub-

divided into three categories: "low planners", "medium ,
planners"” and "high planners". The basis of tﬁis segmenta-
tion wés'previoUsi;/digEhssed'ih chaptéi 3; Tests werd
conducted tb determine if discefoible'differences existed-
betWeen each of the four categories of long range planning;-
‘ érior to conducting the ana1y51s described in the
follow1ng gections, the hﬂ;othe51s described in Chapter 2

was further expanded so-it would be applicable to each of

.the comparisons. The relevant hypothesis in Chapter 2 was

Vs : ’,‘
! N ’
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"medium planners” and "high planners'™. - The last section u ‘- '7/

™
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follows: . / > .., v
~as follows: . ) J/ . -
- Firms which do more plannlng will have less growth | .-
variabjlity than flrms whlch do less plannlng. o

[ 4
For purposes of these. categoryuby’category comparlsons the

above general hypothe31s was. translated 1nto more opera- .-
- \ ‘ -
tional hypotheses. These were as follows: . v ‘
1)  "Non-plannkrs® would evidence more’ vari- "
: ability if their growth than "low planners". .
" The difference-would be marginal,and of low S
statistical signifjicance. ’ - Y
2) "Non-planners would evidence more vari-.:
«ability in their growth than each of "medium
planners” and "high planners" and these
differences would be greater and more sta-

tistically significant, than that be found ’
in comparing "non-planners¥ with "low plhn— ,
>  ners"¢

© : N "

wory . -
t3) "High planners” would experience less gtowth T g < ]
" Vvariability than "medium planners]” who, in .§§ o

R turn, would experience less tHan "low plan— R
ners" /} ] - S e

e following sections describe each of the compagil S
> : . 4 - .
sons. The fir ions compare "non-planners" with each .

of "low planners", "medium planners™, and."high-planners". L

Y ]

_The next“Seétions.compare "low planners" with each of ' 4 » .

-

cohpares "medium planners” and "high planners”._
. ; 3; )

. ‘}7\ ﬁ 'i“‘ ) " . | ’ )‘ - g T
Comparison qf "Non-Planners" and "Low Plannerst :
. ’ * ' . . ‘ . h ‘ 3 R
- o ‘ - &
. ] . . . - e,
Comparison of "non-planners” with "low planners” on the "~

~~
. “
A

ba51s of growth varlablllty among the 1nd1v1dual firms 1n

-

the two segments yielded the expected fesults.‘ "Non~-plan-

nexs" were found to have higher among firm growth variabil-




ity'thén "low-planners". 7Tﬁe results ‘are shown below:

' o

[ 4

Y SN
| Table V§-2 : _ ,
3 s, .
¢ o~ e '
Comparison of "Non—Planners“ With “Low Planners"
on the Basis af Gr0wth-Var1ab111ty - e
, . ¢ Among the Two Grouplngs \
Variaﬁility " © . Variance of Growth F _Statiséical

_Measuré ¢ Non-Planners Low Planners Value  Probability

)

Asset Growth : ‘.- v SR O
(N = 27 + 19) 1.90. .22 - 8.7 ' 00 e
‘ . ’ ¥ . - ’
Sales Growth LT e S o c
(N'= 27 + 19) . 4.00 ¢ 3.06 . . 1.3 - ~ .28
N o Lk . - Lo e
Intome Growth T : e ¢ )
(N =124 +16) . .98 .- 77: 7 i3 . .32 .
¢ b ‘ v ) - "':q‘ }:‘:1 . * ® : . ’
' Employees Growth : CF . o
(N = 17 + 18) 6.80 .. .34 - 29.9 .00 4
Market Value = - o . T C ' o
. Growth . ‘ Wrong
(N = 17 + 12) .63 3.24 . 5.3 direction

k]
L »

In each of four measures, asset growth, ;ales growth,
[

employees growth and %ncome growth, "non-planners" exh;blted

-

»

L]

hlgheq-growgg Varlablllty ‘than "low-planners". In this

context, both asset groth'va;iability and empldyees gfowtﬁ
variability exhibited éxceptionallx high statistical signi-"

ficance lé%els._-Only onffhe measure of market value growth

4] . s ’ .
did "low planners" indicate greater variability. These

-
-

results indicated that "ndn-planners" are diffefent from

~slow planners" in that they experience ggeatéf among firm .

.growth variability than the "low plannefs": 'Itiwould see@

that firms which do no, long range planning experience

Pl

greatef'variability in growth than firms which practice even -
s . . S .

. 'a minimal amount of ' long range planning.

-\
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Comparison of "Non-Planners" with "Medium Planners"”

- . . - ' ~/
= . o, , . .
Comparison of “non—planngrs" with "medium planners" on

[ 4

the basis of among firm growth:variability supported the

\

s 7 «prior expectations. The results strongly indﬁcated that

v e * .

~ fmédium planners" experienced more similar average growth —-
! a_ | u
4 than "non-planners”. The results -obtained were as follows:
4 ¢ + . v o .
' s - ) TABLE VI-~3 ) -

. +
h »

Comparison of "Non-Planners" With "Medium Plannets"
.on the Basis of Growth Variability . )

e
g L

v Among the Two Grouplngs ]
' \ Varian of Growth. )
Variability,® * Non- Medium F Statistieal
o Measure . : Planners Plahners Value Probability
Asset Growth - . - . N
AN = 27 + 35) . 1.89 .41 4.66 - .00
. ‘ s A
Sales Growth ‘ - .« T v
(N =27 + 35) 4,00 2.59 - - 1.54 12
Income Growth- k . . " :
(N = 24 + 27) .99 .32- - 3,09 - .00
f'Employees Growth~

(N'=17-+31) . 6.92 - 24 . 29.00 .00 -
ﬁgrket Vdlue .

* Growth

(N =17 + 26)

.28 2.29 . .03

] P

On each of the fivé average growth measures "non-,

A

‘ planners"‘exhxblted substantlally greater var;ablllty than

»|'

- /
<IN "medium planners."” All pf the dlfferences were at 51gn1-

" ** * ficant statistical levels. These results 1nd1cated that

medlum planners" experlenced less among firm growth vari-

ability than "non-planners"

: o , L : | 126
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Comparisop of "Non-Planners" with "High Planners"
‘ // . a . u

On the basis of among firm growth variability the .

results supported prior expecta%ions. “Non—plénﬁérs“ showed

much greater-groth variability than "high planhers". The
. ’ L ] s I

-

" results were as‘follows: L . !

TABLE VI44 ‘ .

-
-

. Comparison of "Non-Planners" With "High Planners"
* on, the Basis of Growth Variability

Among the Twe Groups B . ‘
R Variance- of Growth ' : - .
» Variability : Non- High F, Statistical
", Measure, . . Planners : Planners *'Value Probability
7 : ' ; y
Asset GrqWwth . , Y ) '
(N = 27-+ 39) » 1.89 .22 8.64 [ .00
- ’ r . . ' R ) ) i
Sales Growth i ; ‘
(N = 27 + 41) i.oo ' .13 _30.83 .00
; .
Income Growth ) . -
(N=24+33 .99 - .50 _ 1.97 .04
Employees Growth
(N =17 + 382 6.92 1.02 6.74 .00
Market Value ‘ .
Growth . ' o - .o
(y = 17 + 25) .63 J19 ., 3.34 .00 .

_  On each of the five measure of growth variability "non-

piannersﬂ expéfiépced significantly ‘greater growth vari-
ability than did "high'planners". This finding.indicqted
that "non-planners" experienced distinctively greatqﬁ amdn;\}

. firm/growth variabflity than "high planners”.

. . . . i
P ' N \ ‘ e e
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. Comparison of "Low Planners” wi1§ "Medium Planners” -

[ Y
&

-~ [

. . ' . . v
*, Comparison of "low planners" with "medium planners" on
the basis of among firm growth varidbility did not gonfirm

priox expect&tirons. From the result:

it was not evident

as follows: ‘,

TABLE VI-5 h e .

Cohparlson of "Low Planners" With "Medlum Planners"
- on the basis. of Growth Variability
. - Among the Two Groupings
: Variarce of Growth . " - ‘ :
Varlablllty . - Low . . .Medium F Statistical

-Measure o Planners \Planners_tValue Probability
Asset Growth | ' i wrong |
(N = 19 + 35) ° .22 .41 1.87 © direction "
- .
Sales Growth . 'S .
(N = 19 + 35) - 3.00 ¢ 2.59 « 1.18 .33
Inceme Growth
_(N'= 16 + 27) .77 .32 - 2.43 .02
Employees ‘Growth ' ‘ ) wrong
(N = 18 + 31) .23 .24 ©1.03 direction
. R 'Y
Market Value . . .
Growth

AN = 12 + 26) 3.37 .28 12.16 .00

Asset growth of "medium planners" exhibited, greater
among firm variabiligy than 'in "low planners!. 1In additioﬁaa

"medium planners" exhibited marginally greater variabi%}ty
. , ’ ' . -
when measuring employees growth. However, on the other *

three growth measures "low planners" showed greater vari-,
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ability than "medium planners".. The different directions of .
these findings did not lead to a clear, definite inqgca£ion
of which groub'ekpe}ig2§éd.greatér gréwth variability.
Since Qfow plannergf had greater Yariabiiity on tﬁreé of the

five mégsdres, and the employees_growth‘variability‘was .

suggest that:the weight

‘almost the' same, it was boséible‘

of the evidence suggests that "low planners" have somewhat

¥

greater growth variability ithan "medi planners”". A de- -

tectable tendency of loweq:groﬁth variability in the "medium
. o e .

,plannerg", may be evidenééd by the results. A'mofe reason-
able interpretatioh, however, is the following: insuffi-
Kcient evidence w#s obtained to state whether “médium plan-
hers" -and "low planners” differ on the basis of growth .

variability. . - o T

Comparison of "Low Planners" With "High Planners" -
) _

’

rd

Comparison of "low plénners“ with "high planners", on

the ﬁasis of growth ;ariébility, yielded results which were
gombatible Wiﬁh prior expectations.F-"Low'planneré" appeared_
"to have—mbre growth variability than "high planners". The
results dbtained are shown on the following page.

‘On th;ee of the five measures; sales gréwth, income
grthh, and market value dgrowth, "low planners"” c;learlyw
showed signifi;antly greatéﬁ growth variability than the

"high planners". ‘For asset growth, the variability of "low

planners? and "high planners" was apﬁ%oximately the same.

-,

é




bnly on thg variability of employees growth did ."high plan- -

Comparison of "Medium Planners” With "High Planners"”
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: TABLE VI-6 ‘ j ~

Comparlson of "Low Planners" With "ngh Planners"”
oh the Basis of Growth Variability’

Among the Two Groupings .
. o Variance ofvegghth . :
Variability Low High F Statistical
Measure Planners Planners Value Probdbility -~
Asset Gro&tﬁ o -
(N = 19 + 39). .22 . .%2 1.00 .50
Sales Growth fri . ,
(N = 19 + 41) 3.06 : .13 23.60° .00
Income” Growth , g : ) o o
(N = 16 + 33) : .78 ' .90 1.55 - .16 :
" Employees Growth - i - wrong
(N = 18 + 38) . .23 1.02 4,33 direction
Market Valué ™ . . S
Growth !
(N =12 + 25 . 3.37 - .19 17.74 .00 ©
‘ : ! s ‘

ners":exhibit greater variability. The. combined findings . .

indicated that "low planners" experienced greater firm

I

growth variability than "high planners”. i

On the basis .of a 6 firm growth variability, com-
¢ - .

parison of "medium planne s; wiﬁh‘"high planners":yieldéd
the expgeted resu1t$; "Mediumfplanners", on balance,'ex-
hlblted greater variability than "high planners." The

results obtalned are’ shown on the follow1ng page. ' o K

[}

On three ff)the five growth measu:es, "medium plapners"

had greater vari&ability than "high planners”".' Two of these,

3 * L 23




TABLE VI~7

Comparison of "Medium Planners” With "High Planners"”
‘- on the Basis of Growth Variability
Among the Two Groupings . '
Variance of Growth ‘ \
Variability Medium High JF Statistical
Measure Planners 'Plapners Value Probability

*Asset Growth ' : o .
(N = 35 + 39) .41 S .21, 1.85 .04
Sales Growth : . o * kﬁ§
(N = .35 + 41)‘ . 013 20'. o% -00
Income Growth o ' ' wrong
(N'= 27 + 33) . 1.57 direction

Employees Growth , wrong
(N = 31 + 38) 4.30 direction

A

Market Value - .
'(N = 26 + 25) .38 - T 1.46 .18

asset growth and sales growth, were highly sf%nificani_ On

&

the measures of‘zgployeeé gfowth and income growth, "high
at

planners" hadr gr

-~

Because threé of the

er variability than "medium plahners™.
1 * v

five' measures indicated that "medium

[} -

planners" have greater variabiliﬁy, and bhecause asset growth &

- e

and sales growth were so‘highly statistically significant,
the results were interpreted to mean that "medium planners" ¢

experienced greater grow%h variability than "high planners".
L] ) °
: , . :
Summary of the Comparisons of the Diffgrent Planning Cate-
gories . k ’ .

Comparison of "non-planners", "low planners", “"mediumn

planners"”, andjfhigh planners” on the basis of growth vari-

s

ability showed discernible differences among the groupings.

'
L3
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These differences suggested the existence of a segmentable '
r ! ) ’

planning continuum within the industrial system and the.

existence of a géneral feIétionship’between th% practice of

long range planning and gkowth variability. A brief sketch

of this tentative planning contiguum‘is as follows:

[}
]
4

CHART VI-1

e

A Tentative Long Range Planning Continuum
on the Basis of Growth«gayiability -
Level of Planning “G:thhkvériability .
A . 7 —
Non~-Planners Larger
Low Planners - Large
. 4\
Medium Planners : Low
‘High Planners . Lower

. 3
H - !
N g

This tentative long range planning continuum shows that
as the level of long range“planbing inéreaifs, gkowth vari-
A
ability decreases. While the above findings, based on the

differences between growth variance averageé in e?ch.of\the‘
I , /‘-’f e

four categories, did not provide cortlusive evidénce. of
underlying relations@ips, they did strongly sdggest.their

existence. The next section of this chapter summarizes
' . N i
further e!%loratiqn of the above tentati?q continuum.

. -

Firm-Growth Variability and Long Range Planning

Fqnther coﬁsideration of the tentative sedm;ntation of

- »

. the planning continuum on the Bas%s of 'athong firm' groyth ,

" variability provided evidence-to indicate that groups of

-~ .
firms which practiced”more long range planning tended to

have more homogenous growth than groups of firms with less

iong range planning. A comparison of the ranks of this

»

Y




ngtowtﬁ,variability across the four tentatiwe planning cate-
r § ' :
gories yielded the’folloﬁing results. In this table four

represents the highest variability and one repreSents the

lowest varigbility. : - .
| TABLE VI-8 . ’

. Comparison of the Four élanninquategories on the
Basis of the Rankings of Their Growth Variability

Variability - " Non- ' Low Medium High
Measure ’ Planners Planners Planners’ Planners
Asset Growth 4 . 2 3 - 2
Sales Growth * 4 3 -2 ‘ 1 :
Income Growth 4 3 ~ 2 -
- ’ . _/ ) — pu—
P Employees Growth 4 1 2 ’ 3
Market Value
Growth 3 4 2 1
Ayerage 3.8 2.6 2.0 1.8 -
Examination-of these rankings indicated that, across e

‘the four categories, the results did not coﬁsisiently fit
with what would be expected of a plahning continuum where .
growth homogénity increésed with the planning level. Only

. the''sales growth measure showed perfectly the expected

pattern. Income growth and market value growth yielded
- .
patterns which were guite similar to what would be anti-
* - \
cipated. Asset growth and employees growth yielded patterns

which were in the opposite direction in the low, medium and

high planning categories. Overal the average raﬁkings

were, however, in the anticipated direction.
- 2

A closer examination -of the relationship between pl§h—
' ’ L

ning| and among group growth variability follows. This
. N

-
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® .
examination attempted to consider how well the actual gro@th

variability measures by planning category fit with what

would be anticipated, if hére was an underlying inverse

n-.w“

relationship. If grdwth homogenity does increase with

planning the following six characteristics would have held
= )

L. wrwer | P
l.'Non—planners"" would show larger variability thagz
- "low plannefs",
¢ ) - "mediuM‘plannersh, and .
- "high planners". A

"Low planners" would show larger variability than:

' - "medium planners”, and )

. ‘ -- "high planmers". = .

>

"Medium planners" would show larger variability than:
~ "high planners".
. 3 " - ‘ .

A tabulation of these comparisons yielded the ré%u}t§ on the

S e . N

following page.” *© .
[ This table showed that the éxtent of the differences

varied. In thi comparisons‘involving‘"qon—planners," a
différence in growth hdmogenity appeared'obv;dus. In the
comparison of "non-planpners" with‘“ldw planners"”, tﬁe 'plan;
ning category incidence of fit' héa a score of four out of a
maximum possiples score of five. In the comparison with both
"medium planners" and "high plannérs", the 'planning cate-
go;y incidence of fit' was the ma%imum score of five. It °*
N would appear‘that."non—planners".have greater growth ari-

. ability of aﬂy of tﬁe categoriés, which indicated th;?irac-
.+ -« tice of long rangé planning. ™ _ . :

-]
L

oy - T
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Comparison of the Relative Positions of Non-Plamnners,
Low Planners, Medium Planners and High Planners
gthe Basis of Average Growth Variability. Among
the Caiz?ofges :
I

on

W'
e

TABLE VI-9 o

-

©

Growth Véiiability Measure

.

Market
Income Value

135

Planning -
Category
Incidence

of Fit

Characteristic Assets . Sales Employees

Non—Plénners
greater - than:
Low Planners

Medium Planners

HighyRlanners

Low Planners
greater than:
Medium Planners

t

High Planners
(J
Medium Planners .
greater than:

‘High Planners

Variability
Measure
Incidence

of Fit

o

- Bipaomial
Probability
With Equal
Prior Expec-
tations ‘

>

L)
.lmeaqs different statistically at the

better

e )

3 >

N

}('es'l
1
es

Yes

No

No

Yes

.34

———————
o

.

v

Yes1 ' Yes No
P

Yesl i Yesl Yes1

Yesl vest ' ves!

No - vesl ves!

No | Yes2 Yésl

No No Yes2
3 5 5
.66 booas .11

3 s,

—

.10 level of significance or

N

yzmeans different statistically at the .20 level Of significance or

better

2

<
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Comparison of low,vmeﬁlum.and high plenners indicated a

N N ‘ . o
trend, but not a strong trend, of greater growth hoquenlty s
. p . -

" with greater plannlng The 'planhing cetegofy incidence of

xS

fit' scores of .three appeared to be 1nd1catlve of a trend in

that direction. The trend varied“substantially with the n(i;> ~
- o 2 SRR R \ .
growth‘veriability measuréd employed. e ydriability

measgres'of asset growth‘and employees, growth showed low

w »

'variability measure incidence of fit' scores of four and

three respectively out of a possible maximum of‘six. These

~growth varlablllty measures were the cause of the low-

plannlng category incidence of fit' scores. Closer exaM1-.

Q

natlon of these partlcﬁlar varlances shoWed that on asset

e

gfowth “low planners and "high plannersﬁ had exactly the

A

same varlances. Un employees growth "low planners" Fnd % Ce

"medium planners" had‘;?rtually tRe same scores, with varl- (:7
v
anges of 23 and 24'x@spect1vely. R :

.

The sales growth and market value grgwth measures, withe
’ L ) r 2 o

‘variability measure iff¢idence -of fit' scores.of six and .
~ | y » ‘
fivé respectively, conformed almost perfectly to .the ten-

tative segmentation of'the'plannrng continuum.. Sales

growth, lncome growth and market value may be the more

\

. oy
1mp0rtant varlables when conSLderlng growth varlablllty. J ‘

-

.Summarx‘of Findings "~ | .o ‘ .-

[y

In sdmmary;‘the results indicated that "non-planners”. .~
o - » ’ . »

have greater among firmgrowth variability than any of- the.

] M 4

other three planning categories., There is some ewjderfte to
i ‘8 .

suspect that thig among fi growth variebility decreased as

’

-
-

the level of planning incyeaseg., This appeared to be .
L o ; :




.y o

~

. especially so with respect to the sales growth, the income

growth and the.common stock market. value growth variabi%ity

measures. L I e .

L]

s There was also evidence to ' support segmentation of the

tentative planning continuum on the basis of growth vari-

abillty Firms Wthh dld'hot plan - the " on~p1anners"

wereffound to havﬁ,‘arger growth. variability than f1rms

e .

- which did plan - the "planners". When the "planhers“ were
split into three levels of planning, there was some evidence
~that growth variability decreased as the*leuel;of planning

increased. . 1
B ” -
‘

’ L
These finilngs may be summarized in chart form.‘ The T -

following chart shows the findlngs w1th1n each of the four e
pfannlhg categorles. | | A

Discussion of.Findinéeﬂ s : . \"’ C >
The frndlngs presented- in this chapter prov1de a ba51£_ .~

for further clarlflcatlon of the literature on long range
élannlng. Nelther_the advocates-of, or thqse w1thxreser- . _ t
vations ;oncerhinb, long range élaﬁning comment on an&

expected relationships between growth variabiLitf and U" m
planning. By 1mplrcatrpn, those ‘writing from the p01nt of | '

view of the firm suggest that no relatlonshlp would exist’
?\'
- - » ¥ -
The frndlngsgof this study suggest that growth vaxlablllty

IS

é\a 1ts relatlonshlp to plahnlng should be considered. "

& P
Galbralth s wrltlngs provide reasonable grounds for °

inferring that his expectat on appears to be that firms o
, s : L | . -

which plan more ‘thould experience less variability in growth

- than firms that plan less. ‘He states that larger firms ate .
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Chart VI-2.
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Segmentatlon of the Long Range Planning Contlnuum o

-’

. on: the Basis of Growth Varlablllty

Level of sPla‘nni-ng

Non-Planners

v " Planners

Low Plénners

j "
\ .

-

Medium Planners

-

" High Planners
J

+

-

'

[ Growth Varlablllty

hARGER

larger than "planners”

larger than_each of:
- "low pTanners" s
- "medium plannerg", and
- "high- planpers™

L] .

LARGE : r L

lower than "non-planners"

marginedly ﬂargef than
"medium planners

.larger than "hlgh plannerg"

oW

lower than "non-planners" . v

marglnally lower than "low :
planners"  * .

marglnally\larger than’“hlgh
planners .

LOWER

mérginally lower than each ‘ef . "
"medi planners"”, ‘and "low’ P
planners" )

lower than "non-planners”
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better able to control the1r env1ronments.‘ And sincte, he

belleves that larger firms use plannlng as a ma1n instrument

\‘" +

to achleve thls/-ontrol it seems rEasonable to infer that

flrms wh;ch plan more will have 1ess growth varlablllty

s .

This position is also reflected in Galbraith's comments on’
risk taking.. Galbraith states that firms.will not jeopar-

dize their basic position by taking high risks, even for

hiéh returns. If growth variability, as defined in this

14

study,- is treated as a proxy for risk measurement, the

-

at firms which plan take less risks

»

findings then indicate

than firms that do not

an. The findings suggest a posie

" tive association between\planning'and'risk reduction.

' Galbraith provides no empirical evidence to support his

‘

propositions. The flndlngs/?f ‘this study do prov1de someb

empirical evidence to support his observations.

In addition,,Galbraith suggests thkat within the  indus-

v:'u L .
trial system a planning contirfuum exists. At the simplest
' ‘ T a
.level he splits, this continuum between the market system and

9

the planning system. He gﬂes\further‘to'sugﬁest that within
‘the planning systém a continuhm exists.l Again he aduances

. no emp1r1cal %v1dence to support h;s observatlons. Thg :Q'
flndlngs of this study provide both some emp1r1ca1 support .
forvhls position and an operatlonal nmethod of segmentlng the

continuum. This study found that on the basis of growth . .
e . T ' . .

.varlablllty, "planners" - those firms that plan, had larger
growth varlablllty than those firms, which did not plan - the ‘

P - -
t

"non-planhers".' This study also found that W1th the \plan-

“»
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ners“‘lt was possible to further segment the firms on the R

basxs of plannlng. This segmentatlon 1nd1cated thaé’flrms

-

at higher levels of plannlng-had lower grthh'varlabllltylﬂ

than firms at lower levels of pianhing. The .findings of the

5

study support Galbraith's previously untested obsefvations

that as plannlng increases growth varlablllty decreases and

that a plannlng con‘tinuum eglsts where one of the 1mportant .

dlst;ngulshlng variables may be growth varlablllty., -~

— o
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* . * Chapter 7° -
- SUMMARY OF OTHER FINDINGS

-

‘ v o

', - This chapter presents the analysis and findings of the

o supplementary research ¢onducted. The tests described in

this chapter‘were not part of the 6rigiﬂ$i research design

-~

& \Tﬁ&;his study. While conducting the fiajor research effort
!

the /opportunity to conside? these supplementary issues

”

became evidént{; These second;;} investigations complemented

-the findings of the major research describedfin the three
" previous chapters. Supplementary research was conducted in
three main. areas. A summary aha discussion of ;the‘.lpple— -

mentary research findings foIlows a detailed description of

’ -

each of the tests. ~\\ . .o :
dne area of‘supplemenpary research concerngé_;ﬂi)re—

lationship bétweerl firm size and, subsequent firm growth. A’

[
negative relafionship between the two was found. A furtheér
1 ’ : e

e to determime whether or hot °"this negative
\ :

check 'was mad

this chéqk~'p@i¢§ted firm sizekwas‘noé causigg‘the‘ﬁegative—
rg%ationéhip betyeen‘éianning‘and-sﬁbsequent growth.

. The second area of supplementar§vinvestigation focused
on the issue of whether long range planning varied by’ in-
dustry classificgation. ' In gedefal, no difference in plénf

: R <

ning was found by iniPstry classification."’

The third area of supplémentary - investigation conc¢erned
» ‘. ) | : . 141\ w‘ ’

-,
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-
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_ findings of the Thune and House stidy. No significant .

. agfee w1th the dauses of the phenomenon. Chapter. 2 The ‘

> P 8

the issue of whether long range '‘planning pays off. An
. ' .

. attempt was made to replicate the Thure and House study

p{eviously described in Chapter 2. Two approaches were

attempted. Neither approach supported or contradicted the. —
L ] . R .

differences were found in the performafice of pairTmatc?ed,._
informal versus formal planners.

Comparison of*Firm Size and Subsequent Firm, Growth

An issue which arose dur}ng'th]b regearch study was Qhe
p0551ble relatlonshlp between firm 31ze and the rate of
subsequent.flrm growth. The nature of this relatlonshlp has
been of continuing interest to economiste and scholars of

! N~

business. ‘Traditional economic thedry. suggests that a firm

Teachessan optimal size, after which, diseconomies of size
. " -~ - ° 4

arise leading to a reduction inaé firm's growth rate. . . .

Accordaﬂgly, large flrms eventually grow.at slower rates

thaqwless.large flrms, If thlq theory is correct, emp1r1cal £

tesring of this relationshlp,would,be‘expected to show a y

L 4 N \‘~
)
: v

_negative relationship betweeh firm size-and subsequent frrm . 2

growth rates.

“ Other theories.géﬁera;ly agree with the existence of T
slower growth'rares in 1arger firms, but they sharply dig-

-

» T

' L1terature -on Long Range #lannlng, noted that Galbralth s

theory states that there is no fundamental reason for any
4

-

diseconomies of size. Larger firyms inherently have substan-

" tial economies of size and cvuld continually use thiswadvan-

tage to increase their size in pursuit of profit maximiza- v

- . -

, -
Y | -

a
» ' - . Kl -
- '-’ - . . .
. . v -
N . . - "
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tion. According to him, there is no limiting optimal size. .

It is inferred from Galbraith that, while increasing -growth

rates are a practical possibility, they de not occur because

- -

1arger firms are not primarily 1nterested in proflt maxi-

mization. Instead, in larger firms the most important goal

is preservation of managerial autonomy. At very large firm

size, rapid rates of growth are not essential to ensure this

ol

autonomy. ‘Thus,.he appears to suggest that larger firms

LS

tend to grow at slower rates than smaller firms.

Penrose, in,'ﬁhe Theory of the Growth of the Firm,l

hypotheslzed that medium size f7r/s would glow at faster

e mememesncaesnh

rates than large size flrms. She, like Galbralth did not
agree w1th the dlseconomles of scale or optlmal Size limlt

concepts of tradltlonalfeconomlc theory Instead, Penrose
suggested that medium size firms grow faster than larger

-

firms because the ratio of managerial services availab%e for

3

expansion to the amount of managerial services required per

dollar of expansion, decraases as firms become larger.
’

In discussions with top business managers, some of them
speculated that very large firms tend to lose the essential
spirit of entrepreneurship. They suggested that as firms

expand beyond some undeflned “optlmal mass" the organlzatlon

s

becomes 1nst1tut10nallzed and bureaucratic. Problems of
- N i . - ) v
communication and control become so great that resource

.

allocation decisions take much”longerAto be evalugted, made,
. 3 . . @

-

- -
4y - N

i lE_dith T. Penrose, The Theory of the GrowtA of the

Firm fOxford Basil Blackwell Mott Ltd., 1959). 7/
—-———-.P— ]
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and implg¢mented. A tendency to malntaln the status quo

-~

develops. They go further to suggest that motivation of

&anagemen; becomes clouded. Like Galbraith, these managers

,suggest that with very large size, managers find it tempting

Y

to devote substantial energiee to persenal needs satis-

faction. -With fdarge size, present/profits and minimum

growth are sufficiently satiefying. In addition, - the dgo—

gers recip'tatiﬁg government involvement due to the

large environmental’changes which may be necessary for very
largeitirms to continﬁs to grow rapidly are.heightened.

- Whatever the theoretical reasons, substantial belief
was fand that }afger firms grow et‘sloyer rates than do
smaller firms;l Review;of the literature did not uncover any
empiricel research supporting or disputing .this important
phenomenon. The findings of this research study'probided

L 4

sonme empirical evidence to support it. Table VIIél,\oﬂ the

following page, sumﬁarizes,the statistical results of the

.
: - =,
P . & '

correlation test between firm size and subsequent firm -

growth. These results suggested that a possible statisti-

cally significaht negative‘relationship existed between firm-:
size apd subsequent fiim growth. All of the comparisons
between size - assets, sales, employees, income and market
value, with growth - asset growth, sales growth, employees

growth, income growth, and market value growth ylelded

-

negative correlation coeff1c1ents; Both the degree of
* . ) : 7

statistical significance and*the degree of association found
were not high. All of the correlation Coefficients were,

-

however, negative, ranging from -.00 onwthe"comparisons of

- -




®

. - TABLE VII-1 .
' f :
' * Summary of Spearman Rank Correlations . .
v Between Firm Size and Subsequent Firm Growth - e
) ’ R [y
il Firm Size Firm Subsequent . Correlation Statistical -
Measure* Growth Measure N Coefficient Probability R
Asset Size Asset Growth 120 -.10 .15,
) ) Sales Size " Sales Growth 122 -.10 V!
Employee Size . Employee growth 104 ~ ~.04 .34
Income Size Income Growth 100~ 1=-.22 .01
Market Value Market Value , o »
/f’ Size ~ '~ Growth . 80 » =.00 . .50

c, 1
-
v

# market value size with market Vélﬁe'growth to -.22 on the - .~
. .o [
comparison of income size with income growth. It is.in-"
! teresting that-income size had the highest‘degree of nega-
ii

[ o

“tive association and the highest level of statistical sig-

[
I

nificance. : ‘ Lo

.

s
>

. .

These findings were considered t¢ be of significant -

r -

¥ research interest by themselves, without considering their
! ¢ .

implications to the phenomenon of long rang& planning. They

provided some. empirical evidence to SUpporﬁ the proposition

that: - . - .

.

- Larger firms grow at slower- rates than smaller °
A A . } —) -»

firms. )
. N \ . _ . -
Closerx examingtion showed that the nature 6f the re-

r . . . e : .
lationship. between firm size and subseguent growth varied-
. T ' ’ _ ]
1 within each of the "low", "medium”" and,6"high" planners. A -

-

comparison-of these statistical results yielded the follow-

-
L . . .

ing: i ' s : ' . ‘ 7




TABLE VII-2

Comparative Summary of Spearmah "Rank Correlations

-~ Between Firm Size and Subsequent Firm Growth

'generaliy'inaicated'a strong

Low Planners

Medium Planners

146

High Planners

Average Coefficient

* Correlation Coefficient
** Statistical Probability

- Within "lo lanners", four of the five comparisons
‘ WP )

Fairm
*  Subsequent
. Growth Correl. Stat.
Firm Size  Measure _N Coeff.* Prob.**
Asset Asset "
Size Growth 19 -.10 .35
Sales Sales -
Size \ Growth 13 -.31 .10
Employee ~ Employee. .
. . S1ze Growth 18 .+.04 .44
Income Income ..
Size Growth 16 =.35 ~10
Marke® Market *
*Value *Value -
Size Growth 12 -.18 29
-18 ?

Correl.. Stat.

_N Coeff.* Prab.*»

o

35 -.38 .01

35 -.36 .01

31 18 .16

27 -.23 .13

26 +.02 .45
¥

-23

“a

Correl. Stat.
_N Coeff.* Prob.**
39 +.16 .16
41 +.25 .06\
38 +.12 .23
33 +.12 »26°

: LY
25 -+.18 .19

+17

PLy

e

showed negative correlations. The positive one, employees

size with subsequent-e
>

mployees growth, showed a vefy*ldw

coefficient o correlation of +.04. This comparison yieklded

-

very similar results to thosge ébtained in the total sample

-~

e

i.e., -.04. The findings in the "low planning" category

&

4

s

er megative relationship between

firm size and subsequent firm growth in "loy planners" than

.

there was overall.

In "medium planners" the negative asso-

ciations were more pronounced than in either the total

.
.

’
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. . - L
"sample or in "low planners". -The prgvious table, Table VII- * , .

1, showed that there was a negative degree of association

of -.10 between sales size and subsequent sales growth fbﬁ/

. C /
the total sagple. The "lqw planning" category showed a (

- negative degree of association of -731 for this comparison,

.

while in "medium planhers", the negative degree of 'asso-

ciation increased to -.36. “Low planﬁersh.exhibitqg overall

'

larger negative associations than the total sample. "Medium

4

lanners" showed higher negative- associatidn than either the
.P / 9 < 1

total ,sample or the "low planners". ‘

.

In "high planners", the association changed direction

and became more complicated. In this categowry, instead of a
» : ’ : .
negative association, a positive degree of association was

found. These correlations ranged from & low of +.12 for
both the emplofees and incomé measures to a high gf +.25 on
the sales measure. It~¥ould.appear that'within "high-plan-

v
ner’s" the lafber the size, the greater the relative subse+

quent growth. Again, sales growth was found to be.of more

- -

importance than income.growth. _ . N

The Interaction.of Growth, Size and Long Range Planning

-

. '
"The previous‘:analysis indicated associations between
long range planning and both fifm size and subsequent firm
growth rates. It was obsérved that:

Long rangé planning increased with firm size
_and the degree of association. became stronger
as the amount of planning irfcreased.

Long range planning decreased with subsequent
firm growth. ®Among "“high planners” there was
instead, a positive association between
planning and subsequen$ -firm growth. i
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3) Subsequent growth decreased w1th firm size, .
but amongst "high planners" there was a
positive assbciation between subsequent firm
growth and firm size. s

J . . . ° ]
These findings raised the general questth/; Which of firm

-

- size or subsequent firm growth was moremimbortant in ex- -
plaining the existence of long range planning? More pre-
cisely, was the relationship between long range planning and

’ ir

subsequené‘@irm growth spuriously caueed by tﬁe relationship’

between long range planning and firm size?

d a

This issue was of particular impQrtance when the re-
lationship between firm size and subsequent growth was
noted. A gomparison of the size of the coefficients of -the

relationships gave some indication of which was more impor-
> :

tant. A cqomparison of Table V-8, {(Summary of Spéarman Rank

*Correlations Between Long Range Planning and Subsequent Firm .
3 ' . ' T ‘ -
Growth), with Table VII-1, (Summary of Spearman Rank Correl-

ations Between Firm Size and Subsequent Fifm Growth), showed

R

that theg degree of association between long renge pianning 3

. ) andfsubsequent firm,grdwth was largely stronger than that

L) .,

between firm size end subsequenf firm growth. For example,«
on the asset grewth measures, ehe coefficients were -.28/
and ~.10 respectively; while on the sales growth qeasures,‘ o
the coefficients were‘—.16 end —:10 respectively. On Qhe
yincome growth measure, however, the’associatien was strongeg‘ >
with flrm size than it was with plannlng - the coefficients "
’ ’

were -,22 versus -.11l. Yet overall, there wes a merg;nally

.- stronger negative relationship between long range plenning

and subsequent firm growth than between firm size and sub-

. Y
-2
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sequent firm growth. — . . \
Further insight ihto the relative strefyths of the .

-
degree of assaciation BT\shese two comparisons was obtained

when the comparlsons were each segmented by the "low“
"medium", and "high" ‘pldnning categories. . Comparison of
Table V-9 (Comparative Summary OE'Spearman Rank Correlations

Between Long Ramge Planning and Subsequent Firm Growth),
. . » . R hY
with Table VII-2 (Comparative Summary of Spearman Rank

v » R 2
Correlations Between Firm Size and Subsequent Firm Growth)
‘ - .t A ¢ * ° * o
provided this information. The results.of a comparison of
the average correlation coeffigients between each of long

range planning with' subsequent firm growth and long range

plannlng with firm size, appear on: thé\next page (Table VIiI-

LI

3). As welid ‘be exSEcted both the relationships between

“subsequent firm growth and firm size followeg the same’

general pattern. In both "lew planhers" and "medium plan-

. Ld

ners P negatlve associations were found. -In "high plan-
v

-

ners", positive associations were found Since the average

correlatlon coefficients wefe h;gher forLthe comparison with

- long range pi‘nnlng, it appeared thats the association be-

. stronger than .the relationship between'firm size and subse-

tween lo%g range Rlanning and subsequent»firm growth was

A

quent firm growth. On this basis, the association between

long range planning”and subsequent firm growth did not
: /
appéar to Be spufious. “f ‘ . .

A

In an attempt to furthernlnvestlgate the p0351b111ty of

a spurlous relatlénshlp between long range plannlng and N

- . LY 1 ~

» . 7 '

®

PR
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Spearman'and Pearson CorreLetioﬁftests'us1ng the multi- . e

. 'TABLE VII-$3 o £
., L S ‘ . 4
Comparlson of Average Speatman Correlatlon Coefflelent Lo E
Between Subsequent Firm Grewth With Long- Range PYanning ** . .
, and With Firm Sige '
' i ‘\. \“ R .
' ST - Long Range Planning ¢ &Firm-Siie

{ [

- , ¥ ’ b
Low Planners ’ . . -e29 - a - 18 5

. i Fy
Medium Planners’ . -.34. ) v L=a23 ,
- ~ ¢ ‘ :
£ N . N L]
High Planners . + 23 X . +17
growth, partial E%rrelation tésts were condueteﬁ Partlal T,

correlation’ s a statlstlcal test desxgned to remove the

- -

effects of e variable from the‘relationship betWéeh“two '

. ; . v -
o . . -

other® variablfes, in .search of agpetter understanding of the

g

LR S . . P - . ' o
asspciation between the two main v . &
- v - @ 3 _'

In order to faciiitete/tne cbmputation of'these partial

correlatiohs, itlwas'necessery to asspme that the long range -

- .
- - — . -
- ’ L *

planning mehsure was of the interval level of measurement.

ks - M F
¥ . .

This was not the case, howeveér, as the long raﬁge planhingA
P N B - . . . -
measurements werefét the ranﬁlng level of measurement. = -

A f,

Slnce the multlpllcatlve long E/gge plannlng measure was
. ‘o - 4.:0“’ . "

very,dlscrlmlnatlng,aao bquuse results tharhed W1th thg

< ]
e ’ Ty . .

® -

= . .
pilcatlve long range,piggting measures yiéLded relatfvely

. ¥

similar resq;ts, ;t was felt that in this instance, thls

. 3" A 6

. assumptlon did not)lead to erroneous results. )

’ .
LA - - . ’\ i

The follow1ng q;b;e VII 4 preseﬁts/the“Pearson cor—

‘relation coeff1c1ents between leng range plannlng and sub- .

N L

sequent_ f1rm growth ”béfore and after controlllng for the :

[

effects of firm 51ze with. the partial oorrelqtlon technique..

¢ :'-"I
.
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Comparison of the Pearson correlatlon coeff1c1emts N
x

under the headlng, 'degree ‘of assoczatlon with long-range o ' -

ﬁlanning{, with the Spearman’ correlations. found on_@able V- »

8, showed .that when the multiplicatiwe long range planniffg
LT " L : . . A O

measure’ was used, both tests of correlation yielded similar

BN .

results. Comparison of the correlation-coefficients under

. R R “\ " N
the heading, 'degree of association with long range plan;

ning' with those under the heading 'degree of association

with long range planning efter!ntrolling for* the effetts

~ b

¢

R - 4 . Py ‘ N
- of firm size,' showed thdt_ifen the partial correlatéon test

size. ' o : , o .

was, applied to take care of /the effects of firm size, the J .

relatlonshlp between long range plannlng and. subsequent firm i;
growﬁh remained’ relatlvely the same. These flndlngk pro—

- L]

vided further indication that the association between\song

fenge planning and subsequent, firm growth did, in f!ct,

. L]

4
eptst and was not spuriously caused by the effects of firm

~ ) ’ B v ' 4
Similar partial correlation tests were donductea'w;thin
each of the three'"low" "medium” and "high" planning cate=" . .
goriesﬁ The results were very ‘similag to the above. Tahles T
3 &3 .
VII-5, VII-6 and VIi- 7 present these results. It was found
s - <

that when the vaffects of f1rm size were controlled for in -

each-of "low planners", "medium planners", anq "high plan-
. + ) b ' ’ .
ners", the @ssociation between long range planning and

growth remained almost the same.

Planning by ‘Industry Category . S © Af/f

- Another area of interest which emerged, during this
' . ’ 1 ‘ ) . ., .
study was whether the degree of long range plannihg varied "+ .

. . .«
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diff%cult to apply‘any‘statistical testing procedure. .

~ adequate sample'oould'be obtained in each industry category.

'Heavy Industrlal Manufacturlng - included flrms in the ’

'Low Technology Manufacturlng - ineluded flrms whose procesi

- . 1586

by industry classification. Reéview of the literature on

long range planning did not indicate any research which had’

-

explored this question. The normative writings advocating
the practice of long range plapﬁing state that long ranée :

planning should not vary by industry. The lack of any - . .-

LY

résearch study of long range plannlng by industry category
may be due to the difficulty of deflnlng meanlngful industry
cgategories. , Most industries, partlcularly in'Canada, are

dominated by a Qéry few number of firms. This fact makese it

- Rather .than ignore the issue, this study apprqaéﬁod the

’ -y

problem by-osing broad industry classifications so that an’ T

Within these industry classifiocations, the distribution of
the firms across the four planning categories was consider- E

ed. These classificatiogg were similar to those used by

"

Statistics Canada. 'Tbe categories, with a description of

their meaning, are listed’ gs follows: <
- . C

-
»

Primary Resource Extraction - included firms involved mainly
in the. extraction of primary resourcemy suéh as forest
products, oil and miming. ‘ ‘. ) .

* )
s ,machinery, transportation,equipmentp primary metdls, . !
and metal fabiioating industries. . ‘_ : .

and product: were of low levels of technoloq1cal SOphlS--

tlcatlon. Example$s 1ﬁclude textlles, automoblle part .




manufacturers, sircraft part manufacturers and other

_ ” ~

hd

misce}laneous eategoriesi
Technology Manufacturing - inclyded

or process was.mainly at .high levels of technologlcal
sophisticationi‘ Examples 1nclude electronics and

chemicals. .

and Beverage Industry - ihcluded firms that process raw -

s - T
. . food products such as m@Et, fish, grains% .etc.

Retailing Industry - included those firms ope;ating chains ’

.of stores, which deal directly with the cohsumer:

Financial Industry - included those firms which are the

-

major fdinancial instithttions of‘the_country.4 ﬁkamples.

’
A

include banks, trust companies and life insurance \

companies. ' ' W
h'- \i- “

Public Ut111t1es and Public Transportatlon - 1nc1uded ﬂlrms

whlch have been granted monopolies.: Examples ;nclude
'

. gas, plpellne power,‘telephone and transportatlon'

&

c3mpanies. ‘

A

A

) f
A summary of the distribution of the sahple across the above

elght 1ndustry c1a§51f1catlons and by plannlng level is
©
1 -
shown in Table VII-8 on the follow1ng page.

<

Two statlstlcal tests were applled to determine whethéf

“

the. dlfferences f% the‘plannlng leVel dlstrlbutlon of firms

vwithin each of the eight industry classifications signjfied ™

genuine differences between industries or whether the dif-

LY - , \

ferences represented chance variations normally expected

«

13 - -

among several random samplés fram the safe population.
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TABLE VII-8
L2
Dlstrlbutlon of Flrms by
Industrlal Cla551flcat10n and Plahnlng Level
.~ ' Plannlng Level .
Industrial- - Non- Low - Medium High
Classification . Planners Planners Planners Planners

" Prlmary Resources, 4 ' 2 . 6

.
Heavy éhdustrlal
Manuﬁﬁctuglng '

Low Technology
Manufacturlng

High Technology
Manufacturing

Food and Bevetage
Retailing-
Financial

Public Utilities

-

two statlstlcal tests employed were the Kruskal Wallls one-
} e
h 3
way analysis of ‘variance by raﬁks_and the chi—square.,test.2

Both of thése tests are common non-parametric statistical
X B . . >

z

techniques. The Kruskal-Wallis test is thé most powerful ot

-

the two tests. It makes the most use of the information

v

" contained in-the data. It also makes‘'use.of the fact that

. ) ’ . o . )
the planning categories .represented an ordinal measurement

®

of long range planning. TheJChi*Squaré test merely - treated
- ¢ » \ .

.8 ‘ -
the planning qetégories as a.nominal isvel of measurement.

In ordef td“maké the chi—sqﬁare Eéstumeaningful and proper,

Lo S T
2For'further explanétion of both of these tests see
Chapter VIII on Nonparamatic Statistics for the Behavioural

Sciences, by*Sidney Slegel (Toronto: McGraw~Hill Book @om-
pany, 1956). ~

+

*




1.)9

»

it was necessary to combine "non- planners" with "low plan—
;hers" and "medium planners™ with "high plannergﬁ. Thig,wad// ;

] v v .
done to -ensure that the expected frequencies in each of’the

s

cells would not be too small: .
" Results from the Kruskal-Wallls test ylelded an 'H (the
statistic used in the Kruskal Wallis test) of 7. 9 ‘The
) probablllty of obtalnlng an H equal "to or larger - than 7.9
wrthueight groups "is greater than'.30. %1th this low level
of stelisp}cal significance itkis.reasonable to conclu&e:

< e ¢
that thkre was no difference in gﬁg distribution of the

ﬁenning leveqe of the firms in the elﬁt industrial group-
. 4 p d s

ings. . . - .

- Results from the Chl Square ‘test yielded more infor-

Qatlve ;esults. U51ng the? collapsed plannipg level cate-

"gories, the probability of obtaining this distribution was

@

.12, which may have signified that planning varied by in-
- dustry. Closer examination showed that the differences were

due entirely to the*“Financial“ induétrial classification.

¥

'When the "Financial" 1ndustr1al claselflcatlon was removed

and the Chi-Square - test applled to the remarﬁlng seven

-~ L 4

industry cla551f1catlons,<LQ§ probablllty of obtalnlng the

distribution increased to .96. This lével of statistical

, f . :
probability indicated- there was no difference in the dis-.

tributions of firms by planning level within each of the
- . -

seven remaining industry classifications. As a further’
" -

check eachuindustry's distribution was compared with eaeh

~ other industry's’distribution. Of the 28 comparisons, only

' 'a * I p' ‘lv' ’ L4 T » . .
seven comparisons indicated statistically significant dif-
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ference,- These seven diff;renceswere found in the com- .
parison of the "Financial" industry classificatiod with each
of the seven other industrial classifications. From this

analysis it was concluded that with the exception of the

-

"Financial" industry classification, thé planning FEvel

"

N . N . " ' . .
distributionof firms within industries does notg,vary by

industry.” The "Financieal"” industry had an' atypically low

, &

.level of long range planning. -

. The results of the analysi;, using bpth the Kruskal-
Wallis and the ﬁhi—Square tests, inqscated that, in general,

-

there was no difference in long range planning among the
broad industry classificatidns, ¢

L A .,
An Investigation of the Differences in Economic
Peiformance“Cf Pair-matched Formal and Informal Planners

]

»'_In conjunction with testing for differences between

a

"planners" and "non-planners", a test was conducted to
determine whether the practice of IOng iange planning leads

to better economic performance when other conditions, such .’

as firm size and industry, are similar.
- [ . i
This investigation attempted to add further evidence.to

support the findings of the Thune and House study mentioned
f T,
s

in Chapter 2, The Literature on Long Range Planning. That
study is the only known empirica% test that has addressed

this issue. Their study, which pair-matched informal and
L2 l' : Pl ' -
formal planners on the basis of industry and size, showed

L4

that formal planners oﬁtperformed informal planners. The

’ .
findings of the attempted replication described in this

chapter did not confirm the Thune ‘and House findings.

- - . . " ’

4
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3 , . N . 1

Instead, no differences were found in the performances of °
.pair matched formal sersus informal planners.
This Study employed twq;giﬁilar approaches. The first

e R
approach contrastedgﬁaifg‘of fosmal and informél planners. '
~ '\ The second contrasted pairs of "non-planners" and "plan-

& .

ners". The definitions of these:four categories are des-

cribed below. Each approach resulted in its own set of
l“ Q . ‘ ) N
pgir—matched firms.. The comparison of the formal planners

with thé intormal planners is described first because this
,approach is very similar to the Thune‘aﬂd House stpdx.' The
‘comparison of "non—planneré" with "pian;éfs" follows. While

theoresear;h methodology and analytical apprqach'used in

both were similar, in the second caomparison the-definitions

were different than those %employed in the Thuné and House

r~

study.

»

In the total sample, 46 firms were determined to be
* "formal plannets™. "Formal planners"” Were defined as those
. i ¢

~firms which indicated, they had the following:

.

ra writtenh strétegy}
written goals and objectives;

objectives in quantified form; and

- long range forecasts for .at leést Ehree'imporpant

.
s 4

dimensions of their business.

all firms not meetihg the above requirements were considered

"informal planners". o
* oA . . ' . °
Starting with the list of "formal planners", an attempt
&1 : ' .

. _ . ’ .
was made to find a similar firm among the "informal plan-

ners" for each of the "formallplanners". The bases for this
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L

pair-matching were industry and firm size. Industry was

considered in broad terms. Size was measured as of 1968 on
» 4 o -

the basis of aseets, sales;, eﬁployees, income and common
> stogk merket value: As a result of thlS matchlng processh
14 palrs of formal and 1nforma"plann1ng flrms were ob—‘
tained. Table VII-9 describes.these paieratched firms by.

induétry and by the five measuregg of firm size. ,

- V4 N
. The performances of formal and informal planners were
computea over the period 1968 to 1972 inclusive. The per-

formances of the companies were analyzed jin terms of five
)

economic measures: asset growth, sales growth, income
ey

‘growth empioyees growth, and market value growth. On eech

of these economlc measures, each palr of formal and informal

-

planners was compared and dlffexences between the two were)
computeQ/ For each economic” meéasure, the average dlfference

- across all the palrs of formal and informal planners was

.o
’

determlned Statistical tests were performed to determlne

-

whether or not these averade differences were‘statlstlcally.
Hese ”
. N - ‘ 4

different from a zero difference. Table VII-10 summarizes

s

-

these resﬁits.
The findings showec no significant différence tetween )
the economic perfotﬂénce of the formal plaﬁnetshqnd:that of
the inforﬁal,plannere.' On the measure of aéeet grcwth,the
informal planhers grew, on average, 3.4 percentage‘points ”
mere tﬂan the formal planners. On the'meaeures of'sales,

growth, employeés growth, andfincome growth, the formal
) Y g A ! ( L

planners experiehced i.O, 5.3 and 9.0 percentage poinrts of®

¢ K . i .

ca
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"Listing of Paired Firms in Sample, Formal Versus
-Informal Planners, Matched on the Basis of:
In ustry and. Firm Size

.Industrz ’ A -Sizé as of 1968 y -
. (A and A*, Bvand B* E ) '
... are matched B Millions of $ 00's Ny
pairs where * ingdi- ¥ . A )
cateﬁﬂthe informal . Market -
planner) - Assets Sales Income Value  Employees
Gas R ' - .
A o 374 - 123 12 344 21
A* : . 242 102 11 - 249 21
oil o : ' - N | |
B. : 252 ° .154° 5 218 20
B* T T T 247 161 12 162 16
c -, 802 622 ~ 46 1012 67
C¥, - 922 " 617 44 944 - .
Paper ‘- - . o , .
D . 477 295 12 111 140
p* ° S 361 256 1.0 _ 144 100
Aircraft - » o
E . 117 151 ’ 2 - -92 —
E* 74 109 & - ° 5 - 48
Chemicals -~ ;‘ T e . S )
F . 184 166 ° 10. 196 51 .
F* e Y196 208 13 241 - 63 ~
G . 212 121,f\‘\9 123. 60 .
G . 187 144 =~ .8 - 37 .
Packaging - T -
H " 44 ~ 37 2 29 28
H*" ‘ _ 46 66 2 26 49
Food and Beverage . ) T
I T 65 88 . 2 -- - 50
I*- - 112 150 7, 3 30 ¢ 28 . )
3 ‘ . 36 637 2 -~ 7
o J* 50 54 1 4 12
. - Y ‘ - B -
K , Ty ¥ 225 14 255 . ' 40 -
K* ' 195« 244 13 179 55 .
Construction : o .
L _ - 251 203 4 (35 46 :
L*, ‘ : 157 95 * 7 4 . 30
Finance . - ° ~ - h“ L .
ﬁf . ’ ) 534 94 6 -— 20- )
. 1076 Y23 , 15 - 36
Retai) . . - ) '
N 5 Y2 468 15, 319 140
N* ¢4 CL 279 276 10 - 265 -~
o .
4 s ° .




»

-
5

AN

N

o ———

T TABLE VII- .10 -~

/ ” ~

-

<"

A Comparison of the- leferences in Economic. Performance

-

v .

greater growth;

planners.

had 34 0 percentage poantgﬂof greate

of Pair-Matched Formal Versus Informal Plamfiérs

‘For the Period 1968 toﬁ13125£2§1u51ve.

™

These dlfferEnceS'between

0

respeCtijgiy[:Ehan the informa;‘plannere;v '

_Sn "the basis Of market value growth the 1nforma1 planners .

than.the formad

-

rmal and the

1nforma1 planners were not, statlstlcally 51gn1f1cagt

“ o

F e ]

At

the .20 leve} of statlstlcal 51gn1f1cance4gone of the dlﬁ-

Y

[y

' ferences were 51gn1f1cant1y dlfferent w1th\the exceptlon of AN

hd c o Market’
¢ ’  Asset “Sales , Employees Incomé Vdlue
o L Growth drowth ‘Growth, - Growth Growth . e~
. Number of Pairs of =~ =« - g . o
Matched Firms - 14 - -7 14 7- 13 9 .
> .. s : — -
Average Growth s o R S
- Formad Planners . .43 4i.6% . 14.0% , 51.2%  8.8%
- Informal Planners 36.7% 40.6% -+ 8.7% , 42.2% . 42.8% *°
. o K N - N ~" . .
Difference in K . AP ’ ) &
Average Growth \J-48 4108 . 4533 49,08 <3403

' Standaxd Deviation - - . a el <
of the Drfferenge . - N .
in the Growth _ ' : ‘ . v
Among the Pairs . - 24.2% 3124% _ 2A9% 70.7%  50.8% .
IS'the Difference ¥ X -

-4n Average Growth R T g ‘

. 8ignificdntly 7 S . '
Different £rom a. > e e~ N
Zero Difference "/f\\\\\; /ﬁw./'n
Based on a _T-Test o > o T e
at the .20 Level - . & T i e ~ Vs
of Significance- ' Y f e - .

,on a Two-Tailed Poa LT s
"Basis? * No' © No . No '~ No. - Yes
- . RNy 4 R .10 1level
B . ) L L‘ﬂ\ ‘ of Slgni],—"
) . (M: ., < ) . s ficance
* ¢ T i '. \‘ ~ v ! ST ) ¥
. e
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the difference ip market value grqiﬁh which was signifi-

cantly different at the .10 level 2 The'mixture of direc- -

tlons 1n the dlfferedbes and the low to non ex1stent statis- ,
. N N

tical 51gn1f1cance levels 1nd1cated no - dlfference in the
c #

‘ebanomiCLperformance of pair—matched“ﬁdrmal and informal
. T ‘

) . . ‘ . N
.planners. . -« - - : e

An alterhatlve method of approachlng this research

? v ’ 1)

_1lssue was cons;dered. Thls~techn1quej;nvolved’ancomparlsdn
« . 1)

¢ 3 -~

t

‘ of the "non-plannefs" with the "planners", rathetr than .a
N ‘. - s - LI} -

gomparison of the “formal planners! with the "informal
A ' v 3 i .' . . ' " ¥ .

~

L . ’
planners”™. "Nom-planners” were defined as firms that stated

. . . . o

they did not practice any long range plapning, All of ‘the
S I T L R
other firMs which stated,tgat°they did practice some long‘
’}ange plannxng were cla551f1ed as planners regardless of :f ’
- - / - ”» o » &/ - -
gwhether they were 1nformal or formal planners. " 1In ‘,he e

h
£l K L

sampley 29 firms indicated thg@ they did net ‘practice long

» v A\
-4 - -~ C ~J
4 - ¥ . 3 b - -

'range plannxng. ) - _ "o e s s
. , e a A

.

U51ng the same crlterla outl1ned 1n the comparlson _f~ ‘-_
) i’ . ‘
descrlbed above, 1t was pOSSlble to obtaln IS matched’ palrs.’ﬂ

oy + I3 - ’

" of nen—planners and* planners . Table VII ll describes, '’

-

~ l ‘ -
" these parf matchlngs by 1ndustry and. by the five measures of

]

firm size - .t S o
Q-‘ . - P

’

Comparlson of the performance of these palr—matched

. flrms for the perlod 1968 to. 1972 _9Wed that there was no °

es “across any df the'five,

dlfferent measures of-growth Table VIZ- 12 summarlzes the

stat;stlcally s&gnlflcant q;ffere

" b

N

. results of thls comparlson. On'the‘measures of aSSet

-
4
o .

growth, 1ncome growth and market vd&ue drowth, "non«plan—'

e e, L . u
. . o




L e . T ' . ‘ 166
5 v TABLE VII-11 . - ‘
SN .
) Llstlng of Paired Firms in Sample, "Noh-Planners“ .
Versus "Planners", Matched on the_Ba51é of ' ,
) ‘ Industry and Flrm -Size., ‘ »
. “Industry e Size as of 1968~ )
. . I and A*, B anQ‘E* © .
) :... are matched e MLll;Qns of § 00's .
3 _palqs whHere * indi- T b '“’j,
' ‘Cates the non- S ‘ Market
planners) .« . _ " AsSets’ Sales Income fValue Employees
Steel -o N a . ‘ . '
A - ‘ . 812 . 590 68 - 549 2
“Ax . .~ 396 - - 216 20 226 ~
: Gas Plgelines ! ’ - ‘ L0
R T . . T 403 - 106 23,509 6
s : B* - - 225 . 28 . .5 " 94 . 3
- c . ¢ 152 69 3. -, 1
e . e, T 225 . 28 5 - .94 .. 3.
g . ‘Paper P ' o RS
i - D ., Y V& 295 12 111 -7 140
© - D*¥ . , . 361 | 256 11 - 144 . 100 .
57 - E - ‘ .26 .34 1 . !ﬁ Lo
- E® T 35 35 1, 4 - 13
. F o " S+ 86, 130 ... 7. 15 42
.U F* - 126 99 Y 3 - 39. 45
e T -, 86 130 7 18 42 .
, G* L 184 119 . 8 - "~ 8l ‘.. 41
~ N Electronics: _ ° .. - C o . .
; ' - T 7 vg3 Aoz - 2 - 46
H* N 53 75 4 42 C 46
o ‘Food and’ Beveragef ‘ L
. LT : 520 240 1 16 - S
: S € » o, " 164 . 790 8 111, ’ 12%,
. B A 36 . 63 2 -~ 14,
Q”_‘J*:“ T ..+ 50 . 58 1 4 o 120
K © 195 244 .,% 13 55
K* ... 286 . 245, 15 60
« "L, 126 - 603 10 91
- L*. ‘ ;. 48 o221 3 25.
e, Mo <07 . 446" 634 . 44 33
L 1048 <1255 . . 51 . 100
. "Publishing , 'A" I - p'r' -
N e 46 76 8 40 .
N* L v - T23 T 4B Tt 2 13 .
- h N . " t. - .
Finance !

CEE v a378 263 15 4 - 100
OX . ‘ 5217 * v 325 16 -= . o+ 122




m: | N Coe o | N ‘1(;7'-

L]

* -.  -hers", on average, outperformed "planners". On‘'the measures

Sr

.of %alesiqrowth and-empléyé@s growth, "planfiers", héwever,~§ ,'

out erformed "non-, 1anners on averade. None of these
p P ‘

‘

,dlfferences were statlstlcallygSLgnlélcant at the ..20.level

. f
¢ . o

o of 51gn1f1cance.

> . . A \ . - y
: The fallure of: both the " - -"nen-planners" _I/’

egproach and ,the "formai plaphers" - "informal‘planﬂers"

HquEe study._ Whilexghe»researcﬂnapproaches of this study

o and the Thune and Housezstudy were similar
. valid, there were diffegrences. T¥% reasons: fo the dif- -
ferences ih the findings could pessibly Be attrib

‘differehges in the methodologies.\:fhe fhune and House

.

study;f .
! v - saméied-in a'different tiﬁe ﬁeriod- . —
o . . .
. w t pair matched bn a less strlngent ba51s,‘ "
) t ) used a“sllghtly dlfferent deflnltlon of formal N )
. -planners, o o R
/f»f ; - obtained its plannlng 1nfofmatlon from\a brief tyo 2,
. K . page ma queetlonnalre,. L . : R
o -7 measured performance-from thé date lohg,range ) 3
.ﬁ{ plapni?g was init}eted iq each firm; ‘and . : 1\
. :,'(— “used different méeeures of‘eeonomic'performaqee‘ :
. . Any aifference or comﬁiﬁatieﬁ of thesé‘difterenceS'couIa ]
have been the ‘basis for the 1ncongruence of the flndlngs. -
, g‘f An alternatlve explanatlon may.be that there was; in fact
| e ", ¢ no dlfference between.the performance of similar flrms wh1Ch
| ‘, 'Hla\or did not practlce long range élannlng, ; . o ot
PR ' P ‘ ' e - - - ’ -
\. S ) AT ‘, - = ? Y I ,




. ' TABLE VII-12 -

‘A Comparison of the leferences in Economic Performanée _ T
s - of Palr—Matched."Non—Planners Versus "Planners". ‘ Y
o “50r the Period 196§ to 1972 Includive. - ,
- . ' R ) Market
¢ _ Asset Sales Employees ‘Income Value
: "~ Growth °"Growth - Growth  Growth Growth —__/
o _ »
* Number of Paitrs of = ° ' ' ;
Matched Firms 15 . 15 - 10 <14 10
L] < .‘ ,‘ . . ’
Average Growth . g ' . .
- - Planners 35.5% 57.5% @ 51.6% 41.3% 17.2%
- Non-Planners 47.1% 46.7% 46.6% 68.3% 29.7%
& . .
Difference in O h . v L
Average Growth . -11.6% +11.0% +5.0% *-27.0% -12.5%

Standard . L . i ‘
Deviation of - B
the Difference
in the Growth-

Among the Pairs . 84.6% 69.1%

Is" the Difference |
in Average Growth -

., Significantly - -
Different from a
‘Zero Difference
Tasted on a T-Test

at the ,20 Level

of Significance . . S
* on a Two-Tailed ' ‘
Basis? . No NO-ga /)
- ) ’ - X " [
» :,.i*' ! . ' . - R
(\y4f// B Slnce the ?hune and House study was the only research

study that expressed "a flndlng that firms- which plan, per-

:form better than 81lear flrms*whlch do:not-@lan,“lt appears

reasonable that acceptance of their frnélng should be held’

vt""-" ’

' 1n abeyance unt11 further regearch adds add1t10na1 support.

bl J

s

'Summary and Dlscusslon of Flndingﬁ.

Y
.f

Thls chapter presented the f’ d&ngs of the supplemen- M
'
tary research conducted durlng the study“ This aupplemen-

esearch covered three broad areas -the/reiatlbnship e




* of fftm 51ze"ko subsequent firm growth; whether long range‘ -

pla!nlng varied by industrial class1f£bat;on,“and whether

'long range,plannlng pays off. The- flndlngs of these tests,

may be summarlzed as follows-

o
P

. 1) There was some empirical evidence that larger'
~ firms grew more slowly than' less large firms.

‘The negative rglationship between p\g:g}hg
and firm growth was not spuriously ¢ ed by

’ the~relatronsh1p between firm size and -firm
growth. . . ’

. ‘ R . R |
Within broad industry classificatIons, there.
was 1o detedta/}e general difference 1n the
levels of long range piannlng practlced

C g
In_a sample of pair-matched, formal versus
'ﬁ!drmal planners, no significant differencds
were found in. the rates of subsequent firm
growth. :

TR% hetectable negative relationship found between firm,.
“ Pl A " +

A size®and subsequent flrm growth ‘was an 1nterestlng flndlng,

¢

but of llmlted use by 1tse1f | The llteratuap review-des-

) cribed in Chaptér 2 uncovered no empirical Eﬁg%aﬂch.whlch

addreésed thls’lssue. This issue does have substantlal '
. 4 . < st
,résearch ihterest., Theorles have often con81dered wh‘ther

larger flrms are more, capable of growrng faster than smaller

'flrms. The fundamental questlon of whether big flrms are

-

better or worse: for.a growth—orlented eoonomy must con51der

thls issye. . Others, such -as Galbralth s folldwers, -can
relate, thlS flndlng ta the prOflt and growth mbtlvatlon of
;nanagers in larg fa flrm;. . As previously stated, the flndlng
descrlbed in Fﬁls chapter 1s not 1mpbrtant by_itself, bugg
further research in the same area shéuiﬂ cohs}der incor- <

» -

poratln? the flndrngs“of thls test.

”
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The finding that the négative relatlonshlp between

.

planning and figm qrowth was not spuriously caused by the -
' relationship between firm size and firm growth has .impprtant
: - ) _ R B
" . implications to one of the major findings of this research

- study. Chapter 5 descrlbed the negatlve relatlonshlp fqund

. -

'

between plannlng and subsequent flnm growth. Befoqe,con—g
f ) A

ducting the-test.for.a SQurLous relatlonshlp described in
" “ this Chapter, -it was-bossible to hypothesize thﬁg§j§e bhap—

terfs finding was mainly caused by a negative asso iation
between flrm ‘size and flrm subsequent ‘growth. The contnel
o

_ test indicated that this was not so. The‘flndlng of a
f'lnegative assdclation&between blannipg and firm groythnthere-’
‘éwjzﬁ:aoquired greater credibtlity. ; . : =
The inabiiity to detéqt a‘genetal'diffefenc in’the

' C ) >

levels of plannlng practlced within broad industry classifi-

A

]
-

catlons ﬁhy have been due to the practical dlfflculty of .

. deflnlng meanlngful lndustry classlflcatlons. Only the

"flnanc1al"’1ndustry cla551f1p‘tlon shpwed 51gn1f1cantly

»
lower levels of plannlng.ﬁ If a moreréfflcxent metéﬁd was .

* 5

developed-to discriminate among industries, detect;on of"

differenbés in the ¥Ylanning levels by industry’might become
" possible. Development of sdch an 1ndustry taxdnomy was

’ 3 )

considered beyond £he scope of thls study An alternatlte

1nterpretation mlght be ‘that plannlng levels'by 1ndustry “

. & are, in fact, similar. ThlS possiblllty could be expLained

?

in that flrms may pencelve thelr performance relative to
‘l .'

.;" other flrms in the ‘same 1ndustry Thus¢\bu11d1ng on the ¢
o

»

* findings. descrlbed 1n~Chapters 4 and 5, firms whlch,are\‘

] ' DO . . _, _\ T,
A . !
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larger relative to their industg;fégglﬁfth sldqii;gpgwth ' .
. rates,‘agaln, relative’ to thelr 1ndustry, practlce more long -,

rasge planning. If this w so, there would be no differ-
y N . #

-

ences iq)theuplannlng leyels by-lndustry.

.The finding of no difference in the subsequent’ firm
- - D
growth Q pair-matched "formal planners versus informal

. LI ]

. planners did not support the findings of the Thune and House

sgbdy prev1ously descrlbed in Chapter 2. To the author’s'gﬁikw“qw'
v ‘ . '
- E : knowledge.the tes descrlbed 1n thlS ghaptér ls the sole

Aar‘,
Ve

\ known, dttempted epllcatlon of“the Thune and quse study

mf'

« .
The fact that ‘the test dld-not conform to the flndlngs of

Thune an&’ﬁouse would suggest thejr csnGIUSlons be held in

Labeyance until further emplrlcal tests are cond%ited ' ' , .

Whether or net long ra: planﬂlng leads to better economic b
L , , )
&
performance * 1s recognlzed as a controverslal issue. Re- : ’

searoh efforts to empirlcally demonstrate ‘this are difficult - ..
» . L ) . » -

cto conductloQThus, this issueg would‘apbear.toJCUrrently ©
. : § ar ) . "

P ' , L
: remain unresolved. ' S ' : - v




Chapter 8

SUMMARY AND SUGGESTIONS FGR ADDITIONAL RESEARCH

-

t \

The final chapter of . this study‘lnvesE1gatiﬁa the

“1a

relationships .of long range‘plannmng-to ﬁirm-51ze, firm

_,:,~ BN

g;pythq~ahd flrm growtn varlablllty, consists of five sec-

€., ¥

tions.' Sections one and two are mainly factual. -The flrFt

-

r .

section deals with the nature of the study,land the seeond

'

§ummar1zes the flndlngs.f The next three discuss 1nferences

» >

that may. be drd@n from the flndlngs. The»thlrd sectlon

-

examines .the role of long range planning 'in the theory of

+

N : - : 7. ,
. planning. The.fifth suggests further research possibif!~

y ¢ _
ities. = .- “ ¥ . <
! M P

The Nature of the- StudL ‘fhw t . S

L.

. Thas research concerned the practlce of long range

sfrateglc plannlng 1n Canadian companles. One of theAmaih
1 ‘ q-

objectlves of the study was to’ determlne whether the prac-

1 s .

tice Qﬁ long~range planning was associated with firm size,

. . -

firm growthsand growth variability. It was believed that

e % . A .
knowledge of such associations would provide & meaningful-
basis for interpreting ané contributing to the various

-~ .o : . Yy

;theoriee'of long range planning,and of general management.

-

_the firm. The fourth discysses the evolution:of long range

Another maln objectlve was to determlne whether a tentat1Ve

m

method &i segmentlng the- long range plannlng contrnuum was

operatlenal It wids belleved that an operatlonal method

would be useful- for future research on leng ran e plannznfﬂ'

172
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.0 The reSearch study alsq considered a number of supple—

e, @

© méntary objectlves. These 1nqluded the 1ssues of: whether
.’ . o ’? et v,
S longhrhnge'planning pays off whether long range planning.

varies by industry; and, whether gqrowth varies by firm size. -

Thase supplémentafy objectives wefe not part of theibriginal

*

,
research designg//mgs value of addre551ng these supplemen-

g tary 1§§ues becdme appareht, however, while cond tlng the
prlmary }esearcht “"3 T B
. - . The study empioyed‘an empirical data base co rfsed of ,‘
3 : 145 sampie f;rmsn%n Ca%ada's,top 300 firms; ;or‘each firm
- an assessment of its iong range.planning process was'made:

*

" and ranked reégglve tp ‘pe other flrms in the sample. ¢
Associations were checked between this plannlng measure and

five measures of firm size, and five measures of firm growth

-

fbr the period 1968 and 1972 inclusive. ., To test ‘the segmen*

- , . s

tabfllty of the long range plannlngvcontlnuum, differences
PR S

. 4

in each of the five méasures of firm 51ze, firm growth and

firm growthlvarlahfllty, were- tested across the four tenta-
tive long range,plannlng categories. Suitable’ sbﬁtlstlcal :
. 7 TR RN .
. tests were chpsen to tést results for each of’ the parti‘cular - °

: (* . . : -
\w/ “supplementary objektives. ' : . e
o ] . , \ : : | 4 /!
N -, Summary 'of Findings - . . T e B -
| B | | T
. o %he flndlngirof this research segment 1nto three . '
< dlstfnct categora.s.n The first concerns evident relatlon~

-

shlps between flrm characterlstlcs and long range planning. -

L The second concerns drfferences which ‘exist at the varidus

: ) . _ ‘ "
levels of leng range planning and the possibili;f‘Eﬁ\segv‘
1 "‘ K . ‘ . ) -

4 PR )
! : P |
.
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,mentlng the long range plannlng contlnqpm. The third con-_

.- cerns supplementary iss eepé? aznlng to the practlc

iong range planning. \These fiRdings are summarized
The eviaence,strongly-indif ted the isténce/of re-

lationships between long range strate
variables of firm size and subsequent firm growth. . The

relatienshipe’found_weré;EE'follows: A
ﬁ (1) Long range plannimg is associated with firm size.

As firm size increased the degree of long range planning

practiced increased. This association became stronger as

. . L)
»- the level of planning increased. G

3
.

(2) Long range planning is associated with subsequent
. firm growth. An inverse relatienship existed between lofig
range plannxng and subsequent fﬁrm growth - Firms. which,

practlced greater amounts of long range plannlng grew at
[ ]
. .§lewer<rates than firms &fich practiced lese_long range
'plannlng. o l o L Lo .
An.e&aluation of the evidence strongly lndicated that

L

it was pOSSlble to segment the long range planning contlhuum

& & o

on the ba51s of the tentative categorles. The ex;stence of
a plaqning continuum-and the possﬁh}lity of segmenting it

was consideredein two ways: One’method_éist{nguished be-
N . . . 7 o
tween those firms who practiced long range plahning - the

planners", and those who did not - the "non-planners". The

-

other method further segmented the "planners! into three

3

. .

categories ~ "low planners”, "medium plerners" -and’ "hdigh

planners" The flndlngs, w1th respect non plannérs" d

¢ ¢

~

planners", were as’ follows ) : i

' . o .

Ql




1)

3)

" &
further segmentation of the long ran

" The "planners" experiénced slowerﬁaverage

Those firms in the planning segment of the
1ndustr1al system, the "planners", .were
characterized by larger -average firm size
than those firms in on-planning segmen

of the industrial sybtem,) the "non-plannerg";

growihs* than the "non-planners”; and.

The "planners"” exper;enced less varlablllty
in growth than was experienced by firms in
the non-planning segment of the industrial
system, the "non-planners" '

-

‘This ev1dence indicated that: ‘? ‘; ¢

1)» On the dlmen51on of average flrm 51ze, as thg

Y

7 -
\ .

level of plannlng progressed from "non-

,,planners to “high planners" thé average firm
size increased, with' the exceptlon that t e
" two*adjacent categories, "non-planners" an )

»

"low«planners were reversed;

On the dlmenslon of average'subsequent firm

.‘gro th, .as the level of plannlng progressed

fr "non-planners” to "high planners" the
average shbsequent firm growth decreased. ' I
this pfogression "non-planners" and "low
planners"¢were not dlstlngulshableu and vt
On: §he dimension of ameng firm growth vari-
ability, as the level of planning. progressed
from "non-planners" to "high planners", the

~amount of among firm.growth varlablllty

decreased

1

-

tplanning continuum.

, A table sumary of the results of attempts to segment

There‘was strong evidence supporting the possibility of

‘the long range planning continuum is attached-as Chart VIII-

A

Glze, firm qrowth and firm growth varlablllty, uszng ‘the

te)qhtlve

plannrng categorles

The supplementary findings of this research study

concerned

off; whether the practlce of long rangg planhing varles by -

the issdes of: whether long range plannlng pays

o

, . * PR A
. . .

el

i
i

1. »The segmentation was structured on the basis of fifm

4
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industrial¥classification; and, wgethef browth var;es with ~ &

T

S
firm &size. 'The findéhgs\wé%e—ﬂs follows: o ,
N .o ° :

Y1) In*a sample of pair-matched firms, firms
. °whlch pracdticed long range planning were : !
° . found .to be neither mgce, nor less, liRely tq.
i experience. .better econodmic performance, on—
average-, than flrms ‘which did not practlce
Vlong range plannlng

v N
-2) Within broad 1ndustry dla551f1cqtlons, there
-~ 9., . was rb detectablé general. dlfference in the = -, .,
" a levels &6f long range planning be}ng\prac— ’
; " tised. - . s ‘ .
J j) There st some emplrlcal ev1dence 1nd1cat1ng ' -

that larger firms grew more slowly than less

"large flrms. e e .. ’
‘ . . -

The Theory of the Firm - - n,'. ’ !
. - F ‘ . .,‘ ’ * " ' o -
K possible application of the findings of .this research - -

a—

study is in further develOpment“of thq theory of the firm, °

. - . . < P

f ~ I vl ? et ’
Economists, business scholars and gové?nment.planners
¢ : .‘ : e

- continuously strive‘tcffu;tﬁer déVelop the theor$ of the

firm,” Thi% seéarch is motivated: by a desire. to understand-
and to explaén the-behaviour of budinegs firms. . These

- - k] 1 3

individuals wigsh to be better able to predlct bu51ness . T
firms “behav%gur and €B 1mprove thelr actual® practlc%s. In.r“ .
thlS quest/ﬁhey search for pr1nc1ples‘¥h1ch ha’ broad .
’appllcablllty, whlch have been tqsted, and<wﬁlch ?elp organ- Y
y, -

tze and cla531fy relevant knowledge and exPerlence The

‘ §r1n01pal flndlngs of tﬁls research stgdy prov1de addition€.
_ad, emplrlcallyrbased f1n61;23‘from which logfbai infeéences
cox{c’ernlng. the "cheor;y ef the firm can Le made. e .

’
¢
. L ¥

* ! ’ _ . he \,.’
An aréa where these f1nd1ngs have appllcablllty is to .
. 4 S
the percelved dlffer%nt modes or stylea,of m»nagementv N « *
- Henry glnt;berg discusses the‘modestoﬁ mahagement in a papef '
‘ . , ‘ . . n (AL' é' ‘o . ,‘ ~. "t’ . ’ ‘ . . ) .
. . > . . .
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entitled Strategy - Maklng in Three Modes.l'-He~suggests'the

llteraturerof management falls into three distinct groupings
kS AN

or "modes" - the entrepreneurlal mode, the adaptlve mode,

and the planru‘xg mode. In the entrepr_eneurlal mode, one '

strong leader takes bold, risky actjonsron behalf of his

organization. 'In the adaptive mode,. the organization adapts

inrsmall, disjointedh(incremental steps to a diffrcult_
envrronment. These th modgs are similiar to Cyert\and
March's belief that,mahagement is’primarily a_reaotiqe ,
érocessﬁ The third mode’is‘referred*to as1the plannibg ’

g

mode, wheére comprehensive formal analysis is done to antici-

tpate and to plan Tor the future, using explicit integrated
strétegies.“Cyért and March refer to this as proactive

. o - . a A
management. o T : . -

¢

-

¢ . The findings of this regearch provide a basis for
inferring‘that management is mainly a“reactive process. 4

ThlS 1nference is evident from the negatlve.relatlonshlp '

- - ~.

found between long range plannlng gnd subsequent firm

growth. If subsequent flrm growth; 1s treated as a reason-
able proxy for flrm grawth expectancies, it would be ?b—
served that long range planning,” the most proactive style of

management, tends-to be praetlsed most when firms are con- .

ALz

1

fronted with adversity. Long range plannlng takes on major -

o 4

lmportjfce in firms fac1ng an adverse enV1ronment

u

-
-

. ¢ ]
J\ ! ’ ? - h
K} v

1Henry Mintzberg, -Strategy - Making.in Three Modes,

McG1ill University, Faculty of Management, Working, Paper,
Montreal, 1972. ’




»

. _ - , u‘ .. - : ' : 1‘~" 1??3‘

” i

]Thisﬂéropositfon has important imp}i%ations when con-

sidering the quéstionfof whether manégemeht (and strategic

. planning), is mainly & proacti&e'or_a réactive,discibline.

. : ] - ‘ ‘ - -
At one end‘bi/;be spectrum, the . -firm is viewed, as-a self-
. hd : 7’ r____- -

directed unif which acts on.its environment in an inten-

‘tional and ratlonal manner to achieve spec1f1c o?'ectlves

and goals. At the other -end of the spectrum, the_flrm is -

viewed as an organlsm which responds tg.lts environment when

-
-

. . e [ :
_1ts ;nternal equilibrium is threatened Itwappears that

flrms adopyg- both modes of behav1our dependlng on Where the -

firm is 51tuated on the long range planning contlnuum When,
4 .
a firm is tﬁ}eatened by lower growth prosPects, it reacts 1n

, .

a stimulus-response fashion by dramatically intensifying its

formal strategic’ planping process. ; '
. ' L] »

Another aspect of'the‘theory of the firm to which the

research findings have gpplicability is the issue of ﬁro—
: ) <

. pensity for risk-taking. The- capability andﬁincliﬁationi

. F - c A

of fikms td.accept and take risks has lbng been hypotﬁesized

133

. as one of the malbr 9enef1c1a1 characterlstlcs of the free- -

a
enterprlse system. - Based, on the’ findings of this research
13 .

study, it may be reasonable to.infer that formal long rande

planning, reduces the inclination to take risks. Top(maz— >

agers may use formal pl@pning as an instrument to maﬁag
and control the risk prbfiles of their firms. 1In addition,

coﬁpiehensive‘fofmal planning may involve: extensive) if

-
. -

not, over analysis, which may cause firms to avoill high “\\\

/7 |

risk situations. The positive association between planning

~ e

and.firm size may imply that 1argef(firms are less

-

B

- *\.
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willing to accept risk than smaller firms.

Another issue related to risk-taking focﬂse§ on the

fundamental objective of the firm: There has beeﬁ growing

» “‘\- = v s , .
controversy . over whether or not firms are profit maximizers.
The findings;of this study can be interpreted as providing

further eV1dence that 1arge flrms are not prlmarlly profit

max1mlzers. It was observed that -] firms increase 1n size,

-

there is a grqater amount of long range planning. Associr
ated with higher ‘long range planning is .lower growth and

"lower growth variability. It wa$ also observed in Table v-

‘»

' 9 that, among "high planners"”, sales growth had the highest

# association with long range planning«. inCOme growth had the

3 . S
.

lowest and weakest assodiation. It would‘appear that v -

planning for yrowth places more emphasrs on sales and least .
4 N ‘ ¢ . * -
emphaSLées prpfit growth. It could be gued that these

findings are compatible with the‘expl tion that larger
firms’ attempt malnly to retaln their autonomy by prov1d1ng a

. . N
" satlsf1c1ng, mlnlmum level of growth con51stent w1th a low

1eve1 of rlsk exposure. ' S ’

*

Another controversial issue in the theory of the flrm' 3
is whether firms control -or ars controffed by their respec- )

B
trye marketplaces. In,cla351ca1‘econom1cs,-1t has been - : o

~
~

theorlzed that flrms respond primarily to a flow of 1nstruc-
o . _ -
) ‘tlons from the consumer and the marketplace, J\Increaslngly, )

observers- have dhestlongdﬂth1s unl-dlrectkonal flow. by L

Y

suggestlng, 1nstead, that as firms ‘become larger they’ac—

qulre the abllltles tg control thelr markétplaces and to o

- manage~gnﬁ to shape-consumer demands. If this latter obser-.

v ‘. ) i
V4
) T
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vation is correct, it is-probable that long rahge planning,
would play an increasingly impoftant role in larger firms.

The findings of ﬁhis research study show that larger firms
: > | . _
A - ‘ -
do practice more long range planning than less larger firms.
: >e5 :

While this phenomenoﬁ may -be a necessary condition to sup-

port Gélbraiéh's observation that larger firms exercise

L g “ .
substantial cpntrol over ‘their marketplaces, it .is 'not .

sufficient proof that f%a§s\so. T@é advocaGEE of thié

position haﬁqw,ﬁbwever; another pigce of empirical evidence
to‘reinforég their belief. ' \\‘ . o
.Evoiut}bn of LonéiRﬁnqg é}anniqgf~ T Kt

The préécriptive writings advocating the practice of

-
. . . >
long range planning imply that its practice is introducdd as

.'.

v

one comprehensive program at some arbitrary point in time in

a firm's history. The\implication here is that-the practice
, . ] .
‘a new managerial phenomemon, at

- .

.trial sysfem.

3

The findings of this reseéarch study may suggest that
, y s e

the éractice of long range planning is an evoigtienary .

" *process within firms. Not only is long range‘blanning

-

“ éxtensively practiced in.Canada's industrial system; but the
* ’ ' * ’

nature of the prbéess—appeérs to vary with the natural

- N ‘ 7 . v
. growth and dewveélopment of fifﬁs. -As firms gro¥ and evolve,

the practice of long range plannina appears to .parallel fhis
ﬂ'development by taking on more_ﬁmportance and by becomirig

PR /\. ! = A .
. mdre sq?histicated. Plannfﬁg is%.therefore, a natural and -

[N

y.. |"=.:common managerial process employed by firms|.
. . ) h _

- . »




\firm size, firm growthl—anqtflrm rowth variability. The -

e indings suggest the follgw'ng inf rencbs$ 'As firms grow

: ' T
from smaller size to large ize, /the level of long range

planning increases sibstantially’. As this growth-in size -
-~ . eontinwges over timeﬁgit is companied by'a‘decline';n‘the

- L

. rate of growth., It is possi le to suggest’that further ! .

dévelopment»and use of the long nge planning process

- . causes a decline in the growth rates of firms., It is more

LN
. ¥ -

B likely, however, that declining growth rates,. or prospects ’

L

of them, cause furtheﬁ'development and use of the long range

- ,plannlng process. It ‘does appear there is an "important link
* , between growth and long range planning.. Low grewth pros-

pects may be a major reason for 1mp§bv1ng the long range
- ‘ s plaqetpg prpcess. Where 1ong range wlanning is practlcéﬁ -

-

extensively the negative effects of the reduced gtowth rate

. appear to bé off¥et by greaEer firm stability and security. .

erved that firms which planned more had less

.~ ~variabili: in growth than firms which planned less. .
’ . o - . . ‘
One ﬁa“ ‘speculate thaig::aagementwemploys thejérocess

o of long range planning as one of its major'ia;truments in .

4 * ‘

‘o
H

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

reéources; thé firm's environment; and, thé aspiration

s - levels of management. verse changes in these variables

T are’ natural lmpet/L £ r he 1mprovement in the f£jrm's long

F

~ range plannlng Proceéss. In the early transition stages. g
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. : !
going from small to Ta;ger size, the parts of the Iong range.

o 4
planning process- that aid the firm in monitoring and con-
) L

_trolling its internal operations develop first.- When this

L

has’ largely been accomplishsd; the firm'sg planning process

‘remains relatively constant -until the firm's environment

]

assumes increasing importance.. Past growth rates are the
w’ - : ! ! . - ) )
major determinants of management's aspirational levels. The

X
-

firm's increasing size.and position in its markets renders

it difficult to maintain these past growth rates. ecog-
t@ﬁ

nition of the p0351bility of not being able to con

ach1ev1ng these aspired\growth rates causes further develop-
- qd -
“ment of the dimenSLOns of the IOng.range planiing process
i
concerned with the” firm's present .and future environment.

Management attempts to confirm whether the feared decline in

_anticipated grbwth: rates is probable. At this point, ef-

forts_are devoted to finding new growth opportunities and\to
: - ' . -4 . . .
identifying the controllable variables in the environment.

4

During this tran31tional and firm development stage, the

motivation of management undergoesfa change from that of-

tr§£1tional profit maximization to that\of satisficing -and

maiptaining $ecurity. A fully comprehensive planning system

" /is‘developed to control and manage growth and to minimize

e f : -t n «"_, >

'~4 .‘
i

the risks related to wide fluctuations. Planning becomes an

-essential part of theﬂmanagemeh% g%ocess and those firms

'

which dao -more planning are more successful than those firms,

I~
at 51milar stages of development, who do less planning

Suggestions for Additional Research

.
B4

o In the field of general.management, there

' L] Lot

O




putable need for additional research on the subject of

strategic planning;:‘The knowledge in this field has in-

cteased: and is gr8%ing to the point where emphasis should be.
. e “ \

placed on testing.preﬁositions by the usejof -empirical data

s

bases. This-research study has utilized an.eﬁplrical data

6

baSe in an attempt to contrlbute further knowledge to thlS ' e

subjpct area. The 1mportanqe and complex1g; of strateglc

planning demand that further researeh be conducted. It is

- & N , ‘ . ot .
maintained that the- findings of this research study provide

« ® . . . . - o= i » ,‘ . -
——some basis_for diggcting and improving further emgirical

. ) . . 4
‘'research on the subject. 5 ‘ S . ~
» Y, .

The long ranée planning fakdhomy deveiopea'for»this

research‘stpdy offers thepbotential of facilitating further .

empirical data-based- research.  While this four category

.

hierarchy of plann{ng was developed as a simple means of

discriminating ameng the long raﬁge §1anning/efforts of this -

partlcular research sample, it does appear to be more gener—

"

" alizable. It prov1des an acceptable basis for measurlng and
distinguishlng betwgen—varrous levels of long range plan- ~ .. . . ¢
. ~ . # . r
ning. Use of the taxonomy in this research study indicated

' ;Hat,it was'operational.on’the three variables tested. This

: - &
taxonomy, and any further refinements of it, will be sub-
.b l “
% Stantially more powerful than the more commen - dichotomous r '

metﬁods of comparlng formaf.‘ersus 1nformal planners. Th/s/ s

e ‘taxonomy shculd proVe to be a valuable research tool for,

those persons 1nvest1gat1ng the subject of - strateglc,pl - -
e . SRS g [", e
nlng_ . . ., ',_-)' s h. \n‘.. . S o

. . . ’ . -
. ‘ , . p / K o ,#’. L ey

. B )
e An mportant area for furthertpﬁud;es ln stratgﬁxc YR
o 7 N

L]
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) M ) ) - . - ‘)' . T?
IR p&anning is non-profit, purposive organizations. With an
< ] A

' ever-increasing propprtionﬁof Gross National Prgductvgging-
consumed ' in the public sector.it is eSsential‘tohundé}stanp '
\ both the extent and the nature offthe s;rétegic planhing
process present in the institutions and orgaﬁizationgibn— ;

- trusted with the responsibility for .these resources. Here

. o . - " . .
‘is an important area where management principles are applied" -

and a natural area for ggneral management study. To con- '

— ' trast strategic planning in these organizations with both -
’the normative theories and with what is known “of strategqiy
" planning in the private sector is recommendedi The poten-

tial benefits of\E#ﬁdies‘in'thiSoarea appeir very high. - \

3 - . 5 ‘ .
One O6f the first planning res?arch issues to qtiract’/.

\

attention was the question of whe

er strategic,planning
~ . ' - ..

ic planning have be- -

*

ategic planning was

paid off. - Those involved in strat

lieved, as a tgnét of faith, that s

i -

-

evidence to support this belief. “As d supplementary part of

¢ . wthis research d%udy, an attémpt wds madé to replicate those’ .

> o - L]

. y ' ‘ ’
research studies which had demonstrated that firms which

plan perform begker than firmg which do not plan. In this °

4

. - study it was .found no differences existed between thoge

. Ao - * '
firms which plan and those that do not. This finding would
appear to reinforge the uncertainty which exists re the. 3

. vaiue of étrategic planning.

. \, , The issue of wﬂétﬁef long raﬁqe ptanning pays off may
' ) » . . -8 . ‘ . *
not, however, be impogtant. Firms do plan and the Yncidence

s b Pt

of such plénhihg is very-high: If, as it ears, the o
L4 ' ,‘\:' 14' . ‘ 7 ;o
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practlce df long range planning is a naturally evolutlonary

<

. prodess which develops with the growth of firms, the ques-
- N N\ o -

3

tfon’of its valte: may merely be academic. The answer to the

- ‘ {

. ’ A -
- question- could be- used- only to speed up or to slow down the

»rate Of development of the strategic planning. process

within firms. - It is doubtful -that”it would concern itself

L (3
. s 4

qithﬂwhether tts practice would exist.

- L

© e

L3

For those people 1nterested in brlnglng research evi-
N - - 3 ¢
qﬂhce to. bear on this lssue, this research stuay offers some

5 ——r—— [4

gl

1mportant clues. The four category plannlng taXOnomy would

obv1ously be moye, valuable than thé more arbltrary dicho-

‘tomous methods which are currently in use: In addition, the

[

p§ocess of selecting-pair-matched-firms should give con-

sideretion to the growth Fxpeéténcies of the indiyidual

firms. It would apéear that growth'e%pectancies may play a

bt

‘major role ‘in the evolution of a firm's long range plannjng

-
[
4 y |4

process. ' .. .

~

‘m

-An area Wthh warrants«further investigation is the

- W7 .

relatlonshlp of flrm growth expectanc1es to the long range

‘pLennlng process and its development The flndlngs of this

study strongly 1mply th@t firms -which have lower growth

expeCtancies are more likely to practice moré long range

' ) .
dlanning. It may be interpreted that long range planning is

mainly motivated by conditions of adversity. It seems +

~reasonably feasible to test this ﬁroposition with further

empirically—based data. Such research should consxder

_studylng the re&atlonshlp dé flrm gﬁnﬁth expectanc1es to

o a- -2
. ’ e ud .
L P ;o - L}

wertp -7 . 4 .
3 ’ * . ,
" 4 s “ .\
I, ,
. H + . ’

P I

-,

>
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‘ . .
while the léevel of knowledge about strategic planhing .

is sqfficiently advanced such that further case resea¥ch

studies are-unwarranted, there are a number of areas in
‘! . - ape

LY

which research of this type would be desirabld. One such

area concerns the development of the process of strategic

]

y plér*lng“within firms. It would be desirable fb.study}.over
a sufficiently long time period, the efoiution of the plan-
ning process within a number of firms. The proces8 of’ *

planning’ is not static. By capturing the evolution of the
» ‘ N

planning process and the reasons for its major changes, it

~ -may be possible to gather valuable-insiéﬁés into the process
of pfanning, management, and the workings of the industrial

. . ‘ d s - ] »
system as a whole. - . .

Further rese;rch.bhould’ﬁe conduc d into‘H6wabﬁg

range planning varies by the types of d\versification

adopted by firms. . This study found no differences by in-
dustry category. It would be interesting’ to know  whether .
firms which have diversified.away frqm,fheir traditional

core skills plan more or less than firms which have diver-~
sified within or close to their traditional core skills.
; ‘ S, .
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APPENDIX I S

Thp University of Western Ontarlo London Canada
%53/ . ,

v .
School of Business Administration . . ‘

o

- STRICTLY CONFIDENTIAL -

No information of any kind will be div;.dged
that would indicate or identify the company concerned

!

1. ONG RANGE PLANNING QUESTIONNATIRE INSTRUC’I‘IONS

1. Please carefully follow all capitalized instructions throughout the
questionnaire. , In no case will any respondent answer all questions.’
The instructions throughout the questmnnalre will tell you whxch .
questions to do.

S
L' . : »
2. Please answer the classxflcatxon data at the end of the questionnaire in
all cases. } )

- : 4 ' - B L.
v - 1 . s » ¥ .
3. Please enclose a head office organization chart with the completed
questionnaire, ‘if possible. If the company has written goals and/or -
objectives, -we would appreciate it if you could enclose 2 copy of same,’

. [~
as requested in question 22, , ., .
- \\

- Q
- .

} , , ..
4, q’lease mail the completed qv.%snonnau'e to the follow1rg return address

UNWERSITY OF W ESTERV ONTARIO
. . ‘c/o DR. D. H.' THAIN,
. ‘ SCHOOL OF BUSINESS ADMINISTRATION,
7. LONDON, ONTARIO. )




. _ DEFINITION OF TERMS ' - -
’ . ° . « - ,

-

For the purposes of this questionnaire the folleing t'éups will be defined as

follows: ) v f' .. ’

- : v

A - : .

é

Compax_xyo oals are broad qualitative statements which provide basm gwdelmes -
for the company's activities. .

- o o ’ : -
. - - a8 »‘f‘r‘ ‘ » ': ‘
o ‘ Company obJectlves are guantl.tatlv statements, genera.lly fallmg within the
broad framework of the Eompany goals.. s ‘ ,
‘ ) ) ‘ ) . . o -~ .
«® ¥ Str_gt_aﬁﬁs?t of t0p management decisions that commit the organization
and 'ys resoufces to a’‘sequence of major moves designed to accomphsh agreed
- : upon goals and/or objectives. These moves are conditional, depending upon

the firm's environment in the future. A specific date should be set for each
of, these future moves. o - .

s

L4
E)

Long Ra?xglPlanning is‘primar‘ily foymulating co:'npany' goals arid 6bjectives
4nd establishing a strategy for accomplishing these goals and objectives. .
. - Ve - - .

<

-~ » b4
‘ 4

Standard practlces are written procedures outlmmg .a planned approach to
Jong range planning activities.

»

[Py
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'rru-: UNIVERSITY OF WES’I‘ERN ONTARIO SCHOOL OF ‘
BUSINESS ADMINISTRATION . o »

LONG RANGE PLANNING QUESTIONNAIRE -
‘ & ¢
1. _.Check whlch of the following markets are served by your company, and
indicate the percentage hreakdo“n of total company sales in each ma.rket.

)

Consumer ' - ) - "%\ \ '

~

Industrial or Commercial ( ) %

‘Military (or other

; govgrnmen . ’ ( ) e g
B N B % S .
2. Does your company do any long range planning? (For. more than one T
) year fheaQ‘ — o . _ . L
| * Yes ( ) ' . .y ‘
No ¢ )

» *® LS

IF‘NO, PLEASE PROCEED TO.QUESTION 37
- ! - ,g
3. Does your company have standard practlces (i. e. avreed upon methods)
for conductmg your ]ong raage planning effort at present"
S ; S
Yes ( )

o

* .
2 .

No )\ ( ) - ° e

-
\

3

. f
N

IF NO, PLEASE PROCEED TO QUESTION 5 *

4. .How long has your ¢ampany had standard practices for long range planning?

lyear'orless ( ) : 4years ( ) -~
2 years L )  5ycars'or - |
‘ ‘ ,more )

(. ,

) . 3 years .

P1.EASE PROC ERJ‘X’_PO QUESTION 6 ' 2
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\ ' Page 2 ’
.. 9. If your company does nat have -standard practiéeé for conducting long '
range planning, what methods does your company e‘n{pIOy for doing its
» long range planning? ' . N S
. L , . ) '. 5

0 - [

- 4
. - ’

R . .. - /

6. For each of (3), (b), (¢) and (9, which statement best des_crities where
) most of the long range plagqr}ing werk-load is performed in your company.

4
[y

] (3 Line management « )
Staff management ( )
- a - ) -
() Top management ( ) -
Middle managethent ( ) P
’ Lower management 2 ) ' '
© - ) T ‘.
, (0 By committee(s) S T )
) By individual(s). ( ) p
(cb'. Centralized . ( ) . )
y ' Decentralized. ¢ « ) '
3 / - « s ° ® o ’ ’
w7 Are there sub51c11ary compames bx‘anch plants, or held divisions in your
- Canad.ta.n corporate orgamzauon‘? . -
Yes . { . )
P N . b ©
©o NO. ( )o N

IF NO, PLE —\SE P-ROCEED TO QUESTIO’\I 9

8. _How many of these subsmha.ry companigs, branch plants, or field d1v1smns '
conduct their owh long range planmng programs?

« None of them do- (
Some qf them do (.
Most of them do (
. " Allof them do (|

T et et N
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¥

9. Does your company have a person “hose sole responsmlhtv is the
' development and co—ordmatlon of leng range pﬁns for the company as a
whole? » . / R
. ' Yes - () . Whatis his title? ___ .

" No (' ) Whatis his,gala:ry‘range?,

: _ - JIFYES, PLEASE PROCEED TO»QQESTION 11 S

10. If you do not have a person whose sole responmblhty is the development
and ,co-ordination of long range company plans, what person(s) is(are)
: Qrimanlv responsible for your long range planning efforts? N

~ i

* Title e ' .

1. To whom does this person(s)'repc;rt?_

Title ) ' o L

12. Does this person(s) have a full time planning staff? i
) . ) » .._ . /
Yes ( - ) If yes, how many? '
» No ( ') i . - P R ‘ . o

13. Dces he get continuous ‘/assist;mc‘:e from certain other péopl‘é in"the company?
. Yes () | : o :

N ()

IF NO, PLEASE PROCEED TO QUESTION 15
14. Please fill in the titles of those who assist him and state what dssistance lie
. gets from each. o ot

Titles of those assisting him Description of assistance given -

[ ’ e -
-

4
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15. Doé? ¥y ou?& company have a manaﬂ'ement or executive commlttee which is
involved in the planning efforts of:the ‘company e

Yes® () . . N

» - \

IF NO, PLEASE PROCEED TO QUESTION19 -

16. Who regularly comprises' this committee? (Please list titles) -

i

I'4

[y . e ]

>
17. Generally speaking, how o ‘;en does this commxttee meet to dxscuss long
range planning?

L

Every week ( ) E¢ery 3-6 months | ).

- Every 2iweeks ( ) . 6 months to 1 year

_Eveary month ( ) Less tﬁap once per y

.
-

tvery 1-3 months ? ) + Other, pleasd sp cifyA

e e s e

effort‘? L - L

’ , -




IMPORTANT INSTRUC TIQNS

. . . v
o N a ;‘ .
S - dl

IN ANSWERIXG.QUESTIONS 19 TO 36, PLEASE REFER TG PACE () .
FOR DEFINITION OF COMPANY GOALS, OBJECTIVES
. AND STRATEGY -

. t
AY ¢ .

- - ’ . . K .
- 19. Does your company distinguish between goals and objectives?

Yes { ) A !

- ¥
20. Has the company defined any long range goals @nd/ar objectives?

Yes: ( -.)) I '
No { ) . »-

IF NO, PLEASE PROCEED TO QUESTIO’\I 24

i

21. - To what extent are the company goals and ob]ectlves communicated-

throughout the organization? | _ w4
. . i '.d A . ) h

. -Not beyond top management. B { )

’ To middle management \ ¢ )

To lower er first-line mana.gement « )

T i -
22, Are these goals and objectives Wrxt en? d YES, it would be appreciated
if _you could enolose a copy. }

Yes-('). '
No ( ) , e D

23. Are the objectives sped‘iﬁgd in quaxftitatiire terms?

. ] - o .
et - 1 . L]
. .- ’ A i Y
Yes { ) .
v LY ' B
No ()
. ‘ H

i -

21. Does the company have a corporate sgategy_through which it plans to

achieve its goals and/or objectives? .

Yes  { ) R

-1 l-
> " No ()

P
L ’ ° ¢ ¢

. IF NO, PLENSE PROCEED TN OURSTION 26
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‘¢ | 25. Doés the cér;’ratc strategy consis@f a series}of_ major nio.»;es? )
' ) " Yes ). | A - ! v » )
L o' . (, | .
r . ’ ~ If not, how would you best descriléeP?"—“ o,
- v .
. . |
' Ai r - ’ - e -
N < ’ T ¥ 7 -
. . N

26. To what extent do you deVelop and assess alternatives in decxdmg upon
. ‘a stra.te°y9

¢
Always (

Usually (.

o, . Sometimes  (
. Seldom (
‘ A

' Never
Ve . ‘.

27. In formulating objectives and strateg'y how wauld you rate the rmportance

of each of the follpwing?
‘Very
important

—rsnu‘—-"‘--,.n.-

KO0 MY Bl LUNE

. ' ) ’ ¢
Forecast of fiiture economic conditions

¥

I

|important

Little
Importance

Forecast of future competitive condltlons

Forecast of political conditions o

. Forecast of the rate of technological
change ' ]

Forecast of future funds needed

Foretast of future sales *

Forecast of future markgt opportunities

Forecast of future personnel needs

P¥recast of future profits

. Forecist of production faci}ities needed

S




-
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CHECK ONE BOX ON

"Management resources

situation in setting objectives and strategy? *

?

EACH LINE .

Advertising

Important

Very

.

Page 7\ R

Iﬁxportant

28. How do the follgwing; areas rate in impoi’tance in sizi}wg_up the compar'}y"s

!
. ‘\_ .
Little
Importance

Distribution system ‘

-

Financjal strength g :

Measurement of operating results -

Management rewards related’to
performance

Organization structﬁre -

. Pricing .

R

Product line

. Production costs and capacxty

Research and development ability
Return on investment '

Technicagopérating capabilities -
: R

29. Pleaéé check which (one or more) of the following long range forecasts - |

“{cone for more than one year ahead) are revised on a re

L]

part of your long range planning program.

Forecast of rate of technological change
Forecast of political conditions »
Forecast of future markets
Forecast of future sales
Forecast of future economic conditions

Forecast of future industry conditions \"\,
. Forecast of production lacilitiés needed ~

Forecast of future profits
Forecast of future funds needed
Forecast of future personnel needs

”

LN
.\
P B e I o T o o ¥

- 2
F\A"\dﬁ/\'

«
L LT B R L N

-
1

-

ar basls as

30 Please check wHich of the following lontr ran.,e plans of action or str-ateffy

ar’e formulated as’ gart of )our long range plannmg program. -

Plans for future marketinfr strategy
Plans for new product dev elopment and’
--research .

Plans for developing new producnon facnhtxes (
Pluns for acquiring future sources of funds

Plans for acquiring future pergonnel needed

Plaas l'or new diversification opportunitics

(

.
Sttt et
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31. P.e;zse cbec.< which of the {cllowing reviews are <done-annually f.s bart of
|

vour Jéng range planning progiam. ~ ;
‘. Reviet of planning procedures and methods ( ) 3
Review of long range plats themselves ( ) .

[UpU——

32. Has the company 'standard prac.tices for formally. reviewing and updating

. long range plans? )
. . ’ - ' .
) ‘@ , : v . )
e Aoy . ;
' No ( /) ) ’ '
- " m ¢ ’ : .r\
33. Whg set or formulated the long range company objecﬁves and stﬁ'ategy?,_
(Please state tltles of persons or groups.) »
R ) ’ . : _
’ \ . , ( N
- /' ' - L ' - . - ‘ ~
‘ L < . " - '
/“‘*’4 ~Please check which of the following activities are encraved ifi byl the long
‘ . range planning g'roup. .- . . ‘
v ' - ¢
De\ieloping company gcttls and objectives . B | )
) ' “l K . - . ! R \\
" . Educating and enCOuragino' operating managers and others™ "+
" " throughout the company to Tecognize the value of nlannmg' _ .
and to plan effectively. s ( )
Lo Ll \ -
, Déeveloping planning procedures and standards to be followed ‘ \
! by dnnsions or departments , - O
. ) = . .
A i Inttegratmﬂr 'sales and other forecasts made by dwisxons or . \
' ' def:artments. p - « ) -
', Monitoring and assessing external changes in techgology . . - °
" _ and the bu/siness environmeant. NG (- )
e . .

-Evaluatmg the progress of company development relative

. to established goals. ( ()-\ ’
- . \ ' - - ! . .




. “ .4
Doveloping étnatecrfes through which; the company can
achxe.vne 1tsgoals and ob;ectxves. -

. X N
Identtfy ing.industry, “or econormc areas, in which~the
dorapany c¢an most effecnvely pa.rnczpate relative to its
capabxlmes. e ?

A - ! . A
Ew.luatmg/qompetitive threats. .
g _ e

Balarcing di:r,icjf-m’ ,ﬂf?;zls with company-wide g_‘ s. o { )

Developmg mersons ‘101 gva{uaﬁnggwlanmhg perforgxance. T )
R ,\k' S L .
Does your company have a breakdown or an esti,mati?n at present of the
. annual cqstrgf its long range planning program? b

¢

f

»)) - “Hes ) Rough estimate of these annual costs at

'present. . § - .

No ( ) . ‘

PLEASE PROCEED;O/QUE@ION 37t
“ 3

-
>

-

. ="

WpZRY's .major reason(s) for nob formulatmg .

. objectives and/or stragy

. - ’
IMPORTANT INSTRUCTIONS
. . L -

s
Ir YOC:- C.".E:.‘.‘.'; iee s SNDARD PRACTICES (PLANNED APPROACH)
' FOR CONDUCTING YOUR LONG RANGE PLANNING. EFFORT AT

PRESENT, PLEASE PROCEED TO CLASSIFICATION DATA.
. (QUESTIONS 47 TO 61) |

-

ry )
IF YOUR COMPANY DOES NOT HAVE STANﬁARD PRACTICES FOR
- CONDUCTING YOUR LONG RANGE PLANNING EFFORT AT PRESENT
CONTINUE . . .

-
-

\Sﬂ\ Did your c\’mp\any ever have a lon'r range pl‘unnm«f program (usxng standard
* practice$ m i :\,...--.

- - Yes () S
No g ) ‘ '

IF NO, PLEASE r»’wm F'D TO fgurs'rm\ 11

A




= - '
r P&e 10
. ‘ ¥
38. What were the main reasons why it was discontinued? ~
. -~ -
- ‘(
-
. .‘ 2’
Y P

39. Was this planning program specifically ‘in}der the aix;e_t:tion ;)f:
-The president or chief executive. - .
A permanent planning director - T v
A permanent planning director assisted by a staﬁ el
A top executive - if s0, specify his title » -
ot#er, please specuy t1t1e o

P e B T e B i
. Lad -
S N ug? gt

40. How loncr was this ,prog'ram in effect? (Approximately) C RN
[]
~41. Are you *hmlangef settmg upa lonﬂL range- planmn:,_pro‘, gram using_ ———
standard practices? . . -
. LR 4 T .
. Yes ( ) 'f" ‘ i ’ N
¢ ’ '
' No, ¢, ) ‘, - - * ¥

L&) R ' - r
42. If-you were to setup a loncr range planning program in youg corﬁpady-,'
using standard practices, w’hat act16‘1t1es 'do you feel at should entail?

N B [ -

| B -

43. -How many people on a full tn;ne basis would you feel to be necessary for
the nccomphshment of these activities? i N :

» -~ -

[ : . ; : o )




-
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44. Do you feel that the time  and.the money which you would have to invest -
, in a long range planning program with standard practices would be worth
the benefits of such a program to yvour \company.?

¢
»

Ye.S\‘( ) | J

No ( .) .
R ¢ -«
W * Y. - . ’ ‘
IF NO, PLEASE PROCEED TO QUESTION 46" ,
45. Vhat are the major reaso\}s‘lhat you have for not engagmg in such 2 long
ran%e planning program? . . - é, \
e
—

>

APLEASELPROCEEDfT‘O.QUESTIQN 47 .

- - o ; * -
46. What are(the ma‘uor reasons\ for concluding that tlym’él‘r? of 'a long

inyolved in terms of time and moriey?

3

. ) AW .
TO BE COMPLETED BY ALL RESRONDENTS-

* COMPANY CLASSIFICATION DATA -
' ' ) \ ¢
Company Name: ___ ' ‘

-

-

[

(Optional - 1f you do not wish to disclose the name of your
compzny, omit this question) - °

7. What industry (or industries) is your company in?
S : - ’ v )

48. Approximatelywhat are the company's total ‘assets? (in dollarsy -

A ]

Year —

g pppgram Wwith standard procedures’would n¢t be worth N




)
: -

‘) ’ Ve

-

.,
"

19. .’xppr&dmately what are the compahy's current-annual sales?
, < : -

- A

1
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(in dollars)

£

Ay

¥

Year

50. Approximately how many eﬁlployees do you have at present?

-~

Full time " Part time Date

‘ 51. .Please check the appropriate average rate of rfetuz-n (net profits after tax

v gs a per cent of net worth) of the company over the past five years.

- »

T Upta% (), :
- 6%~ 10%  ( ) .
* I
10%-20% () -
-20% -30%  ( ) ) :
ot Over 30% ()
~

. . \" - .
*+ 52. Please indicate which statement best degcri_bes the stage of development

of your corporate organization?

'

‘ . ~—Degres bf complexity

> -
e — - ,
"“’ Stage 1 . Staqe‘ I ~ Stage ITT
- L L 1 S
Ope unit m;x:fage- One unit manage- - Decentralized

ment with key de-
cisions: centered
in one man.

ment group with |
" functional spec-.
ialized top managers

. - divisions or
operating units
reporting to a
central office.

. PLEASE INDICATE A POINT.ON THE ABOVE SCALE

v '533. Is the company a subsidiaronr division of a parent, or holding compar'xy?

Yes (

. ' . No (

y
) ) .

-,

. -9

IF NO, PLEASE PROCEED TO QUESTHN 55




o
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o b4 (a) lt}\iparenw‘: or h;lding company« ' o T

\_j : ‘ . - Page,13

British ( )
American () _ N
. Canadian { ) _ .
o ..Other, please specify nationality
{b) Is your'own company free to plan its future operations?
, Yes () o
- ' No ( ) ’ ' : » :\_/
. Partially ¢ ) . - ' e
- RESPONDEXNT CLAESIF ICATION DATA
. o ‘ {
A 55. Name of Respondent: ' - :

{Optional - If you do not wish to disclose your name, omit this quegtion)

56. Age of Béspondent;

57. Education of Respondent: : ] .
PY ' Public School ( )

: High~School ( ).

College: :

4

Undergraduate ( ) Degree received if any
Gradu@e Studies ( ) Degree received if any

58. Present position of respondent in the compdny. o

A

a

/ i Title: -
i - . - Pe .
59. What.do you consider the three most important criteria in ev}luating the
success of your company?
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' 60. How would you rate the success of your company over the past- 5 years?
- - ’ ’ _Q ¢ ’ ‘7
L~ . - OQutstandingly successful - ( D) \
' : Very succegsful . (. ) ‘
ModeratelMsuccessful ( ) \..
¢ Not very successful B | y -
’ Unsuccessful ( ) oo o
_ 61. Is there any information pertaining to long range planning, that your - W
C company would be interested in obtaining from institutions such as
Government, Business Schools or Industry Associations? '
. . ‘ o 9 *
® .. : o : A ' N
A ) ( :'A . . ‘ [ . ~
-— ° . Y - \ " ” ’
/ Lo
i i
THANK YOU VERY MUCH FOR YOUR AS‘SISTANVCE
We would appreciate any comments or elaborations you care to make 6n the i
o ? .
followiﬁg comment sheet. ' o
-~ . . . R 2R
“ .
X ! . v : N . \
] .
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APPENDIX II = .

' ' ) . i - . j‘,ﬂ
CORPORATIONS AND .POSITION OF RESPONDENTS OF FIRMS
) . INCLUDED IN SAMPRE - 1968 DATA BASE . .

. L . ‘ a \

Abitili Paper Company Limited Cote -
- Vice President, Corporate Developrient

Air Canada

. = Director of Operations Planning L~
Jffglberta Distillers Limited ) ‘
- President - . . -
Alberta Gas Trunk Line ‘Company L1m1ted e .

- Assistant Secretary L -

Alcan Aluminum Limited ) -
. = Planning Assistant fo Executive Vlce Pre51dent,
Finance " ’ "

Algoma Central Railway ) .

- Executive Assistant to President . e
Algoma, Steel Corporation Limited o "

- Chairman and Pre51dent ‘ g
Anglo-Canadian Pulp and Paper Mills Ltd. :

- Vice President, Corporate Planning and Development
Aviation: Electrlc Limited lf

]

BP Canada Limited - . -
- Manager Gorporate Planning :
British Columbia Forest #roducts L;mlted

- Manager of Financ¢ial Planning .
British Columbia Telephone Company - ' . *. ’
- President and Chief Executive Offlcer .
Burns Food Limited ) ’
- President . CL
CDRH Limited ) ool o
.- President &nd Chiaf Executive Offlcer ;
Calgary Power Limited ? .
. - Executive Assistant, .Finance - . ‘ -t
Canada Bread Company Limited : o b ; )
~‘President , ‘ e :
Canada Cement Company Limited - oo )
Ca \~ Assistant to the Preszdent . e .
L . i .
) ~
N :
i ?
- v -

—position—not -disclosed :
Babcock and Wilcox Canada Ltd. : .. )
o - Presdident o
. Bank of Montreal . ’ Lo -
. - President-’ ‘ ) ) .
Bank of Nova Scotia N : ‘ R
- -Deputy Chlef General Managér e
Bell Canada . '
- Assjgtant Vice President, Planning
B.P. Goodrich Canada Limited - . 2
-“position not diselosed S <N

Semy



.
P

T Tcanron Limpted T e

’Consolldated Bathurst Limited

-
-

Canada and Dominion Sugar Company Limited
- Vice President, Corporate Development
Canada Packers Limited " .
- Vice President
Canada Permanent Mortgage Corporation - ‘
- Deputy General Manager ~ o -

‘Canada 'safeway Limited

- Vice President and Controller
Canada Wire and Cable Company Limited
- = Vice President
Canadian Breweries Limited - .
- Vice President and Treasurer . . J
Canadian-Canners Limited A
= Vice President Corporate DeVelopment and Controller
Canadian Industries erlted
.- Corporate Plann1n§*M\nager
Canadiah Marconi Company
-~ Vice President Flnance end Treasurer' ,
Canadian Pacific _Railways Compahy” . ' v
- poiitlon not disclased: o ®
Canadian ttsburg Industries Limited
- position not disclosed
Canadian Tire Corporatlon‘lelted .
- President., -~ 7 . '
Canadair Limited - . -
- Assistant to President .

hairman and Pre51dent
Celanese Canada Limited’
- Ditector of Corporate Development
Central Dynamics Limited
- Assistant to President
Chrysler Canada Limited ' -
-~ Manager - Materlal Cost- and Product alysisg

Cominco Limited.

¢ = Admlnlstratlve Assistant

- Planning Co- ordlnator 7 , .
Consumer Gas Tompany . o ' .
- Assistant to President
Consumers Glass Company Limited .
- position not disclosed : ‘ .
Continental Can Company.of Canada Limited :
- Manager 'of Marketing -
Cosmos Imperial Mills Limited
- = position not disclosed
R.L. Crain Limited ‘
- Secretary of Corporgte Plannlng ‘Committee
Credit Foncier Franco-Canadlan '
" — Vice President, Assistant General Manager
Cyanamid of Canada lelted . '
. ~ Manager,, Commercial Develepment '

©
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' The de Havilland Aircraft of Candda Limited '

-~ Director. of Company Rlanning and Research
Distillers Corporation = Seagrams Limited

- Vice President, Canadian Subsidiaries ,
Dobbie Industries Limited

- President

Domin Corset Company Limited
o ecretary Treasurer ' R
Dominion Gla%s Company Limited p

- position not disclosed
Dominion Stores Limited - -
- Director Corporate Planning ' '
Dunlop Cahada Limited L

- Vice President Finance and Corporate Development
Dupont of Canada  Limited
wPyns

. - Manager’ Qorporate pia
Eldorado Nuclear Limited - )
- Corporate Secretary - S
Electric Reduction Company of Canada Limited
- ° - Manager-Corporate Marketing / ,
Electrohome Limited ~~ L
- Executive Assistant to the President
Flrestone Tire and Rubber Company ¢f Canada Limited
. § . - -position not disclosed
- Fleet Manufacturlng Limited
L - - Executive Vice President ‘
» Ford Motor Company of Canada Limited

- # Assistant Controller
Garrett Manufacturing Limited

- Vice President and General Manager . s .
General Foods Limited T S

~ President ° ' o ' .
Genstar Limited . C v

- Manager Corporate,Plannlng ; L S
Glidden Company- Limited .

- President - y ) ; -
- Controller | : ‘
, Goodyear Tire and Rdbber Company of canada Limiteéd .
i . - Presgident and Generail Manager . -
: The Great-West Life Assurance Cqmpany
\\ - Vice President and Secretary
. Gulf 0il Canada Limited™ ) . M
‘ - Manager of Corporate Plannlng - ’ ‘ ~
E Hardlng Carpets Limited | B ‘ .
N - Secretary Treasurer . ’ ,
Hawker Siddeley Canada Limited - . , P
‘ - General Manager . , -
. \Hayes-Dana Limited L ' g .
. President -
a H'ﬁ’ Heinz Company of Canada Limited B |

—'V1ce President, Administration - o . .
leam Walker-Gooderham & Worts lelted o
‘ - p051t10n not disclosed




-

2

'fﬁ Litton Systems (Canada) legked

J

o - Vice Pre51dent Corporate Plannlng

, 210
Husdon's Bay Company : )
- Assistant Controller - - 5.
Husky 0il Canada Limited : - '
- Manager Planning and Economics
_ Imper1a1 0il Limited
' - Executive Vice President _ ,
Imperial Tobacco Company: of Canada Limited ~ " A
"= President . .
.Industrial Acceptance Corporation Limited . ‘
) - Assistant Vice\President, Research and Development ‘
. International Bu51ne§%;Mach1nes Company L1m1ted )
- position not closed
Inmont Canada Limited, 3

- President ) . N
Interprovincial Pipe Line Company - )
' = President
I U International-Corporation ’ a
- Chairman of the Board and Chief- Executlve
-+ Officer

John Labatt- -Limited o
- Vice President, Plannlng and Development
Lake Ontario Cement .Limited '
. - President
Lafarge Cement Canada Limited
- Vice President, Finance -
Laura Secorgd Candy Shops Limited

"™

' - President \ i
Leigh Insgruments lelted , T
- Planning Assigtant L .
Thom;s J. Lipton Limited '
- President e

- Director of Corpora

MacMillan Bloedel Limited
[ .~ position not disclosed r/

MacMillan Company of Canada Limited

- Chairman and Mresgident
-Maple Leaf Miils Limited:

- President e .
‘Marine Industries Limited
~ ~.Vice President, Personnel and Finance
Marshall Wells Limited o .

e- President o -
‘Massey-Ferguson Limited . .
- "'- Director of Logistics )
Melton Real Estate Limited .
" . - Président

Merck, Sharp and Dohme of Canada lelted

- Dirfector of Chemical Sales

,.MLWrWOrthlngton Limited

"= President , -

Molson Breweries Limited .

Planning

.
‘-~
-



P - Assistant Treasurer.

PR

"'+ Savage Shoes Limited

Montreal Trust Company

- Executive Vice President :
Moore Corporation -Limited L .

- President ' ‘ ,
Nationhal Sea Products Lifited "

- President- . Lt
National Trust Company- lelted , o
: - President . - ’

Northern and Central Gas Company lelted
- Assistant to President [ e——
Northwest - Industries lelted . N

- President - '
No Scotia Light & Power Company Limited . )

Assistant General Manager
Ogilvie -Flour Mills Company--Limited
- Vice President, Technical : »
. Pacific Gas Transmission Company e
- President-and General Manager
Pacific Western Airlines Limited
= position not disclosed
Penmans Limited :
- - Vice President and_ General Manager
Petrofina Canada Limited
- Manager of Technical Plannlng
PhllllpS Cables Limited . .
.= President .
Phillips Electronics Industries Limited

Polymér Corporation Limited
- position not disclosed , [
RCA Victor Qompanpy Limited

- Controller , . .

Rio Algom Mines Limited - °
' - Executive Vice President, Corporate Staff
"Rolland Paper Compgny Limited
- President and General Manager
Rolls-Royce of Canada Limited
- Executive Vice President . .
Rothmans of Pall- Mall Canada Limited
' = position not disclosed -~
Royal Bank of Canada
- Chief Accountant and Controller
K Salada Food Limited
- President .
- EXecutive Vice Pre51dent L L v
Scott Paper lelted L
- Executive’Vice Pre51dént . '
Shell Canada Limited .
- = Executive Vice Pre51dent
Silverwood Dairies Limited ’
: - President and €hief Executive Officer

211
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!

Slmpsons leltgd
- Vice President
Southam Press Limited-
+ Vice President
Standard P4¥ing and Materials lelte¢ .
- Secretary-Treasurer . ’
The Steel Company of Canada Limited
" = Vice Pre51dent Plannlng, Englneerlng and Research
Traders ‘Group Limited
. " - President ' . )
Trans Air Limited ’ ’ . g
- Director of Planning
Texaco Canada Limited
- Manager Economics Department'
’ Toronto Dominion Bank
.Superlntendent Systems Planning
Toronto Star’ Limited
- Vice President and Managing Director
United, Aircraft of '‘Canada Limited
- position not disclosed
. Union Carbide Canada Limited
‘o .= General Manager
. Uhion Gas Company of Canada lelted
T - Vice President, Elnance and Treasurer
Wabasso Limited -
. ) - Vice President and Secretary Treasurer
Warner-Lambert Canada Limited
- Chairman - -
i Westfair Foods Limited o cL L
e . - President . - ~.
. Westinghouse Canhada leired . .
. - position not disclosed N :
Weldwood of Canada Limited T
- Vice President
. W.J. Gage Limited
. - President
. Zeller's*Limited
+ ' = President and Chief Executlve Officer _
. ¢ : ~

Ll

-

DR P
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APPENDIX III .

SUMMARY OF LONG RANGE PLANNING RATING SURVEY

- ADDIEIVE METHOD—
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e

smmm OF LONG RANGE PLANNING RATING SURVEY —\ADDITIVE B r
N RN ' METHOD roo R

[

S The ten LR& planning characteristics which the’

researchers used were as follows: - . .
. - » .o

o, . _— ‘ .. Average °
; . oo - _ Value ~
«1) The existence of an annual review of the ° , .
long rangeeplans themselves, , 3
2) - The existence of a corpo;ate strategy D
. .+ " through which the company plans to achieve .. - -
. - its goals and/or objectives, 4 o
. ’ \‘ {\ . .
3) ‘The existence of long range forecasts which ' . .
. are revised on a regular basis for any - . - -
. - three of: markéts, eales, productlon facil- A
- ities, funds, personnel, ~ 3 L2 .
¢ » . v . ~ .- .
) :
4) The existence of standard pf¥actices for .
. conducting the long range P anning/?ffort, 3 '
.
* 5} The exi tence of wrltten goals and ‘
N ob]ectl res, . oo , 2
: 6) The exlstence of objectives which are .o ; .
_ specified in quantitative terms, . 2 '
e . . -~ . s r . . .
' 7) The existence of standard practices for _ oo
- formally rev1ew1ng and updating long range “ ot
. ® plansl . , . * 2 ‘*."
8) The existehce of a corporate strategy that : _—
R is written, . ‘ 2.

"

- 9) The existence of an.annual review of long : ’
., range planning procedures and methodi//P 2
: . . B~ " . '
. < 10) The existence of a full time plannfgc staff. 2
: R S | 5
L Yote: The -above ten LRP characteristics are- _
. presented in random scquence:. o -

. ’ <
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APPENDIX IV =

o - . . ~ ] , -

LONG RANGE PLANNING RATING SURVEY
= MULTIPLICATIVE METHOD

A number of researchers have gathered data on the long
range planning effort of a large number of Canadian fiims.
These reésearchers would like youﬁ assistance in overcoming some
problems. Attached_qre dasériptigns of the particular long
range planning charagteristics which existed in certain of their
'sample firms. qpey/would like you to help them assess the rela-
tive intensity of the long range planning effort, among the firms -
by giving each of the described firms a score between 0 and 100.
A .score sheet is attached for this purpose. -

The ten ,LRP planning characteristics which the researchers
used were as follows: ‘

1) The exlstence of an annual review of the long range

plans themsedves, 4{
g

2) The existence of a’ corporate strategy through which
-the company plans to achieve its goals and/or objectives,

A -t‘

- 3) The ex1stche of long range forecasts which are revised
on a regular basis for any three of: markets, sales,’
productlon facilities, funds, personnel,

4) The existence of standard practices for conductlng the
- long range plaﬂnlng effort, . .\

.
.

5) The existence aof wrltten goals and objectives,

6) The existence of objectlves whlch are specified in
quantitative texms,

7) The existence of standard practices for formally
reviewing and updating long range plans,

« 8) The existence of a corporate strategy that is written,

9) The existence of ah annual review of 16ng range plan-‘
ning procedures and methods, SN

10) The existence of a full time planning staff..

[ /- N >

’

? .

~_ -

W




. ' T
For the purposes of th s résearch the folloulng terms

were Eeflned as follows: .

e

- ¢

Company goals arke broad qualitati&e statéments'which
prov1de‘ba51c guidelines for the company s activities.

Company ob;ecgfégs are qpantltatlve statements gener-
ally faIilng within thesbroad framewotk of  the company
goals.’

.ul Al

Strateqy is a’'set of top management decisions that com-
1t the organization and its resources to a sequence of
major moves designed to accomplish agteed wpon goals
and/or‘objectives. These moves are conditional, depen-
ding upon the firm's environment in the future. A
specific date shoul¢ be set. for each of these future
moves, »
oL . ] .
Long Range Planniﬁg is primarily4formulating company
goals and objectives and establishing a strategy for .
_accomplishing these goals and objectives. <N

'Standard practices are written procedures outlining a
planned approach to long range plannirig activities.

3

' For each of the following companles, evaluate and score

the intensity of their LRP effort. For relative purposes,
d&mpany Cihhas a scére of 100. Each of the other firms should
‘have a score relative to firm Cl- The firms are ordered in
‘series for ‘tabulation purposes 4nd not becauise 6f their LRP
effort. )
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“APPENDIX V

The University of Western Ontario, L ndon 72, Canada
-

~School of Business Administration - April 2; 1974.
} - .

-

s

L)
[ ]

I wou]d very much appreciate your assistance in prov1d1ng me
with some information about your company. This information request is
for use in the remaining thesis research work involved in my completion
0f the requirements for a Ph.D. degree in business administration. Al-
though the information needed will take only a few R:nutes of your time
it is vitally important to this thesis research ' - .

My thesis is studying the re1at1onsh1p of firm size and firm ‘
growth to the practice of long range planning. This is an important : L Y
subject’area that to date.has received very limited research attention. v
Your company is among a number of companies ¢hosen to contribute-to
thlS study by prov1d1ng needed comparative information.

If you would take the few minutes requ1red to f111 out the
informatior below and return ‘this letter or a copy,of it to me by

April-15, it will be greatly appreciated. As a chartered atcountant,
I assure you thad this information wili remain absolutely confidential.

1970 1969 1968
—. — S

Assets
Sales
Prof%t

' Empléyees
‘ ?

Youfs véry truly,

[

-

Gary A.'Sheehan, C.A.
Telephone- 519-679-6055

!
f
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