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Forward for 
Strategic Planning and Management
Among the leading figures in the field who have made management 

by objectives (MBO) a practical system of management, Henry Migliore 
is distinguished by his innovative approach.  Not only does he under-
stand the fundamentals, which he stresses in his writing and consulting, 
but his agile mind and energetic approach press him into areas of appli-
cation and practice that others could have discovered but did not.  His 
work in blue-collar applications of MBO is still so far ahead of the field 
that he stands practically alone in that huge area of application.  This 
grows out of his actual experience in the factory at Continental Can, a 
bias I share with him, having held a similar post with the competitor in 
that industry many years ago.

In the present work he has shown his breadth of view by seizing on 
the top-level applications of MBO in long-range and strategic planning.  
Considerable pressure exists on firms to sharpen strategic planning and 
the contribution of this book to that important area of concern is consid-
erable.  It enlarges the old applications of MBO to encompass multiyear 
plans and strategies, which are the major concerns of top management 
in today world of rapid change.  The content is terse and fact-based, and 
it comprises a model for management that top management can expand 
upon to widen their MBO efforts to encompass a new and highly valu-
able area.

GEORGE S. ODIORNE 
Amherst, Massachusetts

Dr. Odiorne wrote this forward for an earlier version of this book.  He passed away a few 
years ago and was and remains an inspiration.  He encouraged and helped me write my 
first published article at The University of Michigan.  Odiorne was open and accessible to 
everyone all his life.  I first met him in 1968 when I attended one of his seminars.  For 25 
years he was a friend and constant helper.  As a role model, I am inspired to help others 
with the same spirit and vigor that he helped me.  George, thanks.



Henry Migliore is once again a step ahead of his time.  His work 
at Continental Can in the mid sixties pioneered Blue Collar MBO.  In 
the seventies, he simplified strategic planning.  In the eighties he made 
innovative applications in a variety of not-for-profit settings.  In the nine-
ties he has pioneered a simplified approach to planning into books for 
churches, hospitals, non-profit higher education and athletes.

This book brings his very practical ideas and practices on strategic 
planning on line for application in the next century and beyond.  It is 
unique because it covers in detail the development of planning in the 
four vital areas of production, marketing, finance, and human resources.  
The emphasis on teamwork among functional areas ties them all together 
in a way that is both creative and workable.

Finally, Migliore uses this book to introduce his Culture Index.  His 
understanding of corporate cultures and its importance in organizational 
planning, management, and control systems provides, indeed, a twenty-
first century perspective.

DR. ROGER FRITZ



Preface
An ever-present problem with organizations is determining strategic 

direction, developing a plan, and then managing the plan.  Small organi-
zations, particularly those under one owner/manager/organizer, usually 
cope fairly easily in the early years.  But growth, addiction of personnel, 
and expansion soon turn a one-time simple problem into one much more 
complex.  Unless management keeps fully abreast, an organization can 
become sluggish and victimized by a loss of direction.

Large organizations can be drifting and have no real direction.  They 
are often plagued by a lack of innovation and an inability to respond to 
problems and opportunities.

This book discusses a philosophy of management that has convinc-
ingly demonstrated its value in bringing order out of chaos.  It compels 
the management team to agree to direction.  It is simple to understand.  
Once in motion it acquires a natural rhythm.  It offers the opportunity to 
satisfy higher-level needs.  Finally, and highly important, it provides a 
foundation to manage the organization.  It gets everyone involved in the 
planning process.

I have assisted in applying this management philosophy in large and 
small enterprises, including a railroad, a coal mine, a pipeline company, 
manufacturing companies, churches, athletic department hospitals, gov-
ernment units, medical practices, educational units, and personal lives.  
Results have invariably been gratifying.  I sincerely hope that the book 
will help the reader to plan and manage effectively.

In the 21st century there is a dual concern for survival and growth.  
The planning and management system outlined here can assist the orga-
nization in achieving both.





Organization of Book
Chapters 1 and 2 set the base for the introduction of my strategic 

planning and management system in chapter 3.  They bring together for 
the reader a condensed version of what has been said by others. 

Chapter 1 contains the purpose and importance of justification for the 
book.  The objective for Chapter 1 has been to set the stage of the book 
and give the reader an unbiased look at Strategic Long-Range Planning.

The state of the art of strategic planning, management by objectives, 
and strategic management are summarized in chapter 2.  Various sources 
of secondary data are used to validate and trace MBO from its origin to 
the present.  The objective for chapter 2 has been to show that Long-
Range Planning/MBO comes from our early industrial development and 
is not a fad.  The chapter shows the emphasis to strategically manage 
the organization.  Chapters 3, 4, and 5 develop the actual long-range 
planning process. Here is where I introduce my own thinking.  If the 
reader works his way through these chapters and fills in the appropri-
ate, required information, he will have a rough draft of a strategic long-
range plan.  Chapter 6, 7, 8, 9, and 10 cover how to develop functional 
plans.  Chapter 11 covers how to stragically manage the plans.  Chapter 
12 covers the appraisal and reward process.  Chapter 13 describes how 
to evaluate organizational effectiveness.  Chapter 14 describes actual 
Long-Range Planning/MBO experiences.  Chapter 15 covers corporate 
culture and how culture affects the organization.  Chapter 16 summarizes 
the Long-Range Planning/MBO and strategic management process.  The 
readings and cases at the end of the book cover articles I have written on 
a wide range of subjects.  There is a common thread of accountability that 
runs through the theme of each article.





Acknowledgements
I would like to acknowledge the following persons for contributions 

and insights that helped me to develop this planning system: my profes-
sor at the University of Arkansas, Dr. Richard Johanson, and Dr. George 
Odiorne.  Both provided me hours of review and discussion in arriving 
at the final product.

Persons who presented ideas and thoughts for me on the basis of a 
study of their work were Peter Drucker and Dale McConkey.

I would also like to acknowledge the many companies and organiza-
tions that I have worked with over the past 30 years.  This interaction 
provided the learning opportunity through actual practice to develop the 
theories  and concepts presented.

A special note of thanks goes to Elaine Drain in the Word Processing 
Center at Oral Roberts University.   

These women have been special friends and helpers over a long 
period of time.  Marilyn N. Argabright, Sandra E. Stephenson, Janel L. 
Cook and Elizabeth Burgett.

The joy and balance provided by my wonderful family were a bless-
ing.  Finally, I thank God for the experience, skills, and insights given to 
me in order to write this book to serve others.

R. Henry Migliore



Definitions
A. Strategic Planning – This is the process of developing direction for an 

organization.  It is both a product and a process.  The product is the 
plan itself.  The plan is in writing and clearly defines where the orga-
nization intends to be in the long term, usually three to five years.  The 
plan includes objectives, strategy, and the short-term steps to ensure 
overall success.  The process is the interaction that takes place in 
developing the plan.  Everyone involved in executing the plan should 
be involved in its development. 

B. Functional Plans – These are developed to support the overall organi-
zational strategic plan.  Functional plans include the following areas: 
finance, manufacturing, personnel, research, and marketing.  They 
use the same philosophy and process in the strategic planning defini-
tion.

C. Systems Approach – This concept views the organization as a whole 
with interacting subsets.  The financial plan is an element of the whole 
organizational plan.  Systems thinking considers the action of each 
element, and that each action or reaction affects other organizational 
functions.  The systems approach recognizes that a firm is a dynamic 
organism with all parts, or subsystems, operating toward the common 
purpose of the firm as stated in its strategic plan.  The firms financial 
system provides the implementation of its strategic plan and is a seg-
ment of the total system.

D. Strategic Management – This is the philosophy of managing with a 
planning process.  It is a flow of decisions and actions, which effec-
tively execute the strategic plan.  The strategic management process 
includes the way the management team directs the organization 
within the framework and promotion of the strategic plan.

E. Management by Objectives – This is a process whereby the superior and 
subordinate managers of an organization jointly identify its common 
goals, define each individuals major area of responsibility in terms of 
the results expected of him/her, and use these measures as guides for 
operating the unit and assessing the contribution of each of its mem-
bers.

F. Zero-Base Budgeting – This basic concept of attempting to reevaluate all 
programs and expenditures every year?hence the term zero-base?is 
not new.  The process requires each manager to justify his entire bud-
get request in detail and puts the burden of proof on him to justify 
why he should spend any money.



G. Purpose – This term designates the broad reason for being for the 
enterprise.

H. Environmental Analysis – This focuses on items external to the firm.  A 
Corporation operates within an extremely dynamic situation, which is 
affected by economic, technological, social, and political influences.

I. Strengths and Weaknesses – These include an organizations people, 
buildings, money, machines, and internal situation.

J. Assumptions – These are a temporary hypotheses regarding a very 
important probability development that cannot be predicted with 
accuracy and over which you have no significant control.

K. Objectives – These are used in dynamic planning to designate the 
intermediate targets en route to achieving purpose.  They entail 
specific measurable results that outline exactly what is to be accom-
plished in a time frame.

L. Strategy – This is a broad course of action selected from among alter-
natives as the optimum way to use resources.  One must decide how, 
where, and when to commit resources to achieve objectives.

M. Long-Range Operational Plan – This generally includes the determina-
tion, for at least five years ahead, of long-term corporate objectives, 
goals, strategies, and planned commitment of resources.  Action is the 
key: Who is responsible for what?

N. Short-Range Operational Plan – This is a plan which relates to the annual 
corporate budget for guiding current business actions.

O. Time-Out Period – Before any plan goes into action, it is important for 
the whole organization to look it over.  It supports the old adage that 
those who execute the plan need to be in on the plan.  This time-out 
period helps eliminate mistakes.  Top management of any organiza-
tion cannot possibly know all details, opportunities, and problems.  
There is talent in all organizations, and the time-out period gives the 
organization a chance to use that talent and listen.  Too often plans 
are made and announced with little or no input.  The time-out period 
helps assure the people will support the plan.  You can guarantee 
apathy and little support if the strategic direction is set with no input.

P. Total Quality Management – The philosophy, plans, objectives and strat-
egy to achieve the quality objectives of the organization.  This defini-
tion views TQM as a subject of the SLRP.



Q. Rudge Approach to Productivity and Action Teams – Success is clear 
and carefully outlined:  (1) Determine the facts.  What are the prob-
lems of the organization?  The key to answering this question is the 
characterization of problems as seen by workers as well as manage-
ment.  (2) Feed back the results of the fact-finding to all members of 
the organization.  Make it clear that the organization has listened to 
all with interest and an open mind.  (3) Design indices to measure 
improvement and clearly define the factors to be tracked and mea-
sures to show improvement.  (4) Structure the organization for action 
by involving everyone in task forces to make recommendations for 
improvement. (5) Implement those recommendations.

Rudges theory rests on the premise that the way to gain the support 
needed to accomplish smooth change is to give everyone concerned a 
piece of action.  He also believes that increased involvement is the key 
to increased productivity and involvement is the wave of the future.  I 
wholeheartedly agree with these principles.

R. Types of Benchmarking – Benchmarking seeks out best in-class perform-
ers inside or outside your organization, studying them to determine 
why they are the best at what they do, and applying what you have 
learned to your own organizations.

S. Quarterly Review Process – Each manager reports performance against 
objectives in their functional plan.  The presentation is done with 
transparencies and handouts.  Each presentation lasts 15 to 20 min-
utes.  After the formal part of the presentation the group has an 
opportunity to respond and interact with the presenter.  Each man-
ager points out red flags that are problems in their area.

The last presentation is the CEO.  He responds to what he has heard.  
He gives an evaluation of the preceding quarter.  

The entire group then looks at a 5-year plan.  What needs changing or 
adjusting?  Is the ship on course?  What “red flags” have popped up?  
The group discusses and fine-tunes the plan.

T. Problem Definition – identification of the root cause of the problem.  
Problem identification comes after considering all symptoms.

U. Alternatives to Problem Solution – clear well stated approaches to solve 
root problems.  May be different courses of action.

V. Recommendation Solution – is the best of the three alternatives after 
weighing cost/benefit of each alternative.
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Chapter 1 
Introduction:  Planning Perspectives

You can never plan the future by the past.

EDMUND BURKE 
English Statesman

A well-defined mission serves as a constant reminder of the need to look 
outside the organization not only for “customers” but also for measures 
of success.    

PETER DRUCKER 
Management Expert

We can no longer assume we know what our various constituencies need 
and want.

SUNSHINE JANDA OVERKAMP 
Senior Vice President, United Way of America

If you think what exists today is permanent and forever true, you inevi-
tably get your head handed to you.

JOHN REED 
Chairman, Citicorp

If you don’t know where you are going, you won’t know if you got there.

YOGI BERRA 
New York Yankee Baseball Hall of Fame

You cannot achieve goals if you don’t have any - - - if not you look at the 
past and wonder where it went.

EVELYN ROBERTS 
American writer, spiritual leader, and respected personal friend of the author
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Management’s job is not to see the company as it is . . . but as it can 
become.

JOHN W. TEETS 
CEO, Greyhound Corp.

Change is the law of life . . . those who look only to the past or the pres-
ent are sure to miss the future.

JOHN F. KENNEDY 
35th President of the United States

People are afraid of the future, of the unknown . . . a person can have 
control of their destiny.  That’s exciting to me.  Better than waiting with 
everybody else to see what’s going to happen.

JOHN H. GLENN, JR. 
American Astronaut, U.S. Senate

WHAT IS STRATEGIC PLANNING?
The word “strategic” means, “pertaining to strategy.”  Strategy is 

derived from the Greek word strategos, which means generalship, art of 
the general, or more broadly, leadership.  The word “strategic” when 
used in the context of planning provides a perspective to planning, which 
is long-run in nature and deals with achieving specified end results.  Just 
as military strategy has the objective of the winning of the war, so too, 
strategic planning has as its goal the achievement of the organization.

Strategic decisions must be differentiated from tactical decisions.  
Strategic decisions outline the overall game plan or approach, while tacti-
cal decisions involve implementing various activities, which are needed 
to carry out the larger strategy.  For example, a company which decides 
to change locations because of shifting population trends and industrial 
development around the present location is making strategic decisions.  
Then many other decisions must be made about the exact location, size of 
building, parking facilities, and other major details.  These all have long-
term implications and are therefore strategic in nature.

Then other decisions such as wall colors, decor, communications and 
air conditioning must be made.  These are tactical decisions needed to 
carry out or implement the strategic decision previously made.  Thus, 
strategic decisions provide the overall framework within which the tacti-
cal decisions are made.  It is critically important that leaders of all orga-
nizations be able 
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to differentiate between these types of decisions to identify whether the 
choice has short-term or long-term implications.

                                               THE STRATEGIC PLANNING PROCESS
The strategic planning process is basically a matching process involv-

ing internal resources and its external opportunities.  The objective 
of this process is to peer through the “strategic window” and identify 
opportunities the individual organization is equipped to take advantage 
of or respond to. Thus the strategic management process can be defined 
as a managerial process which involves matching the organization capabilities 
with its opportunities. These opportunities are identified over time, and 
decisions revolve around investing or divesting resources to address 
these opportunities.  The context in which these strategic decisions are 
made is (1) the firm’s operating environment; (2) the firm’s purpose or 
mission; and (3) the firm’s organization-wide objectives.  Strategic plan-
ning is the process, which ties all these elements together to facilitate 
strategic choices that are consistent with all three areas and then imple-
ments and evaluates these choices.

The successful results of planning described earlier can be achieved 
through implementing an effective strategic planning process.  The 
following breakdown of this process is a complete outline of a system 
capable of creating true changes in a firm’s attitudes as well as its pro-
ductivity.

It is important to recognize at this point what we call “the two P’s.” 
The first “P” means Product: get the plan in writing.  The plan must be 
something you can hold in your hand, a written product of your efforts.  
If the plan is not in writing, it is called daydreaming.  When it is in writ-
ing, you are telling yourself and others you are serious about it.  The sec-
ond “P” represents Process; every plan must have maximum input from 
everyone.  Those who execute the plan must be involved in construction 
of the plan in order to gain their commitment.  The best way to ensure a 
plan’s failure is to overlook both the product and the process.  They are 
equally important.

While there are many different ways in which a firm can approach 
the strategic planning process, a systematic approach that carries the 
organization through a series of integral steps helps focus attention on 
answering a basic set of questions each organization must answer:

1. What will we do?  This question focuses attention on the specific 
needs the firm will try to meet in the marketplace.

2. Who will we do it for?  This question addresses the need for the firm 
to identify the various market segments whose needs will be met. 

3. Why do our customers want to do business with our firm?
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4. Why do our employees work for our company?

5. Who is our real competition?

6. How will we do what we want to do?  Answering this question forces 
thinking about the many avenues through which the firm’s efforts 
may be channeled.

7. How big should the firm be in the future?  What is the optimum size?

8. What changes are taking place?

Strategic Planning:  A Definition
Strategic Planning and Management is a philosophy of managing 

based on identifying purpose, objectives, and desired results, and estab-
lishing a realistic program for obtaining these results and evaluating 
performance in achieving them.

The following nine-point breakdown of this process is productiv-
ity.  This definition establishes a true strategic long-range planning and 
management system.

Such a philosophy involves:

1. Defining an organization’s purpose and reason for being.

2. Monitoring the environment in which it operates.

3. Realistically assessing its strengths and weaknesses.

4. Making assumptions about unpredictable future events.

5. Prescribing written, specific, and measurable objectives in princi-
pal result areas contributing to the organization’s purpose.

a. Negotiating and bargaining at every level from top line and 
staff positions down to the blue-collar level.

b. Recognizing a performance contract embracing the agreed-
upon objectives.

6. Developing strategies on how to use available resources to meet 
objectives.

7. Making long-and short-range plans to meet objectives.

8. Constantly appraising performance to determine whether it is 
keeping pace with attainment of objectives and is consistent with 
its defined purpose.

a. Being willing to change or modify objectives, strategies, and 
plans when conditions change.
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b. Evaluating progress at every stage so that needed changes can 
be made smoothly.

c. Making sure that rewards are thoughtfully considered and are 
appropriate for the accomplishment; recognizing the strengths 
and weaknesses of the extrinsic and intrinsic rewards.

9. Reevaluating purpose, environment, strengths, weaknesses, and 
assumptions before setting objectives for the next performance 
year.

This definition has been sent to dozens of academic, consulting, and 
business people for review and suggestions.  Many shared in the final 
wording of the definition.  Nearly all the respondents agreed that this 
definition advances the state of the art and better demonstrates that a 
planning and management system can be the center of managing the 
organization for survival, growth, and a more efficient organization.

It is important to remember that the strategic planning process is as 
important as the product.  The nine steps are important because of the 
questions the organization is forced to consider.  Each step requires orga-
nization levels to discuss, study, and negotiate.  This process develops a 
planning mentality.  When the nine steps are complete, you do have a 
product: a strategic plan.  Managing the strategic plan is a learned art.  
The longer you use the tool, the better you are able to manage it.
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If an organization uses the nine-step Strategic Long-Range Planning 
process outline, it can count on the following benefits:  (1) the organiza-
tion will determine where it is going; (2) opportunities and risks will be 
identified; (3) all organization members will be forced into a consensus as 
the direction for the organization is identified; (4) a surge of excitement 
will be experienced as managers have the opportunity to have input into 
the planning process; (5) communication in all directions will be instantly 
improved; (6) nonproductive persons will fall by the wayside; (7) increas-
es should be expected in all measurable areas-profitability, productivity, 
turnover, etc.; (8) within a year, a personal training and development 
plan will evolve for all persons in the organization.

Importance and Justification
The United States economy, and the capitalistic concept, must con-

tinue to be a system for the world to follow.  A properly functioning plan-
ning system organizes men, money, and machines to be more effective 
and productive.

As we move into the new millennium, the economy is strong with 
low inflation and a low unemployment rate; productivity is on the rise.  
The majority of employees are satisfied with their jobs yet experience 
more job insecurity due to the trend in downsizing, rightsizing, and reen-
gineering as companies struggle to be more competitive in an increas-
ingly global business environment.

The Council of Economic Advisors reported in early 1999 that the 
country’s longest peacetime expansion had occurred over the previous 93 
months due to the economy’s continued growth (2).  The nation’s unem-
ployment rate is at a 29-year low at 4.2 percent (3).  Productivity the last 
two quarters of 1998, at 4 percent and 4.3 percent respectively, was the 
best six-month performance since 1983.  These productivity gains have 
been attributed to continued cost reduction strategies and extensive use 
of technology such as computers for increased efficiency.1

The “Working Trends” survey conducted by the John J. Heldrich 
Center for Workforce Development at Rutgers University and the Center 
for Survey Research and Analysis at the University of Connecticut 
revealed that 88 percent of employees surveyed were satisfied with 
their jobs and 54 percent considered themselves to be “very satisfied.”  
However, 71 percent had concerns about job security.2  A two-year 
study by a New York nonprofit research group, the Families and Work 
Institute, revealed that due to 
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downsizing trends over the last five years, one third of employees felt 
“somewhat likely or very likely” they would be laid off within the next  
few years.3

Downsizing has occurred in both the private and public sectors.  
According to the U.S. Bureau of Labor Statistics, over 3.3 million employ-
ees were laid off between 1996 and 1998.  Between 1989 and 1998, there was 
a 33 percent reduction in the armed forces, impacting over 700,000 peo-
ple.4  According to the Office of Personnel Management, over 200,000 civil 
service jobs were eliminated between 1993 and 1998.5

Companies are trying to learn to “rightsize” and respond quickly 
to continual changes in the marketplace.  As employees in one part of a 
company are selectively being laid off, another area of the company may 
be hiring.  Other factors impacting this “rightsizing” trend are mergers 
and acquisitions as well as rapid growth in technology.  According to a 
1998 American Management Association survey on downsizing, 41 per-
cent eliminated jobs yet two thirds of those were at the same time creating  
new jobs.6

Need for Strategic Planning
Not to be overlooked is the importance of planning to ensure the 

survival of the firm.  With competition, new products and services, and 
an ever-changing complex world, a firm must have a system of managing 
that forces it to think through its alternative.  A more detailed planning 
gap discussion is covered in Chapter 5.

What is needed is a management mentality to help organizations and 
managers survive as we enter the 21st century.  We can no longer count 
on doing business the way we have in the past.  I believe that of the exist-
ing American business organizations, one-third will fall by the wayside 
by the year 2010.  The complexities in the marketplace, political arenas, 
and new product improvement will require organizations to adapt to 
changing situations.  The Strategic Planning Process is the key tool in 
helping managers manage through the turbulent times ahead.

Any entity unable to adapt to changing times, whether it is dinosaurs, 
buggy whips, or whale oil, will not make it in the future.  Organizations 
that did not adapt include the Penn Central Railroad, W.T. Grant, Pan 
American and Eastern Airlines to mention a few.

I am sure that years ago their management teams would have scoffed 
at the idea they would no longer be in existence today.  IBM, General 
Motors and Sears adapted only after losing market share.
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Peter F. Drucker makes an all-important point: “All institutions live 
and perform in two time periods: today and tomorrow.  Tomorrow is being 
made today irrevocably in most cases.”7 The key point Drucker is empha-
sizing is that today we are making decisions that will affect the organiza-
tion in the future.  The planning process outlined in this book will help  
to make those important, far-reaching decisions in a scientific and  
logical manner.

We are in an era that must emphasize long-range thinking.  Dale O. 
Cloninger, in the article, “American Myopia,” believes that our very way 
of life has contributed toward a concern with only short-term results.  He 
states, “As a whole Americans tend to be impatient, insisting on ‘instant-
ness’- instant success, instant gratification, instant service, and instant  
satisfaction.” 8  

I believe this mentality has permeated our management system.  
Cloninger also says, “What is reasonable is to expect a greater emphasis 
on long-term planning and a recognition of the importance of patience 
through the realization that care, planning, hard work, and progress 
towards longer term goals carry their own rewards.”  I believe we are in 
an era in which management systems must seek out and reward those 
managers who can skillfully guide organizations toward longer term 
purpose and objectives and with less emphasis on the short-term profit-
ability and reward.  This Strategic Planning Process, by its very nature, 
forces a forward-looking view.

A portion of this book addresses the planning problem.  When I 
assumed the responsibility of long-range planning at Continental Can 
Company’s Elwood plant, I realized that I was not to run a one-man 
show.  For the program to work, I acknowledged that everyone had to be 
involved.  I was fully aware of my limited knowledge about manufactur-
ing, engineering, and traffic, all of which would have to be meshed into 
the planning program.  For any plan to succeed it had to have the support 
of every phase of the operation, otherwise what would evolve would be 
my plan and not that of the whole organization.  By having this kind of 
involvement in the planning process, all of the persons needed to assure 
successful decisions would have been involved in the process.  

Richard P. Nielsen observes in a recent article, “When an institution 
decides to develop a strategic plan often it is important that key individu-
als and groups reach consensus on the decision.”  What is being empha-
sized here is the need for this consensus and discussion, so that once the 
plan is agreed upon the implementation will go quickly.9  

Our American management system generally makes fast decisions 
with only a few persons involved and then struggles for years and some-
times unsuccessfully getting the decisions implemented.  The Japanese 
are 
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one up on us in this area.  They spend seemingly endless time analyz-
ing the situation, studying the problem, looking at all avenues of the 
decision-making process before making a decision.  Everyone has his/
her say before the decision is made.  Typically, they then move much 
faster in getting the decision implemented than we do in our American 
system.  I believe the planning system discussed here brings out the best 
in our decision-making process, the need to react quickly, and it also 
brings people together so that the consensus is made and decisions can 
be implemented quickly.  How important is strategic planning?  Robert 
Albanese of Texas A&M notes:

One study of 58 business organizations with identifiable 
formal planning functions (not necessarily planning depart-
ments) found that the individuals responsible for formal plan-
ning spend half their time working alone, reading and writing 
reports.  The study suggests that the formal planner’s relative 
isolation from meetings with managers and other organization 
members may be one factor contributing to a lack of planning 
effectiveness.  The danger of such isolation can be reduced if 
planning is not separated from the implementation of plans.10

A study done in 1998 of 177 firms in the six-million-dollar revenue 
range in the Midwest confirmed the hypothesis for firm is the higher the 
level of strategic planning in small business, the greater the level of firm 
performance.  This suggests that the higher the level of perception envi-
ronmental uncertainty, the greater the level of strategic planning.

The results presented provide support for Hypothesis 4 (p<0.05).  The 
regression results show that strategic planning has a positive association 
with performance when using Return of Assets (ROA) as dependent vari-
able.  This suggests that the higher the level strategic planning commit-
ted by the small business, the higher the level of business performance.  
The higher the level of strategic planning in small business, the greater 
the level of firm performance.11

The planning system described here guards against the problems 
Albanese mentions.  All management levels are involved and are respon-
sible for executing the plan. 

Sidney Schoeffler and co-authors found in a study of 57 corporations 
with 620 diverse businesses that there is a relationship between strategic 
planning and nonprofit performance.  In his summary, he says that it has 
been demonstrated that strategic planning can have a positive impact  
on profits.12

Planning systems can cover a varied set of time frames.  My wife, Mari, 
in her tenure as president of the Oral Roberts University Women’s Club, 
had a planning horizon of one year.  Once the plan was set, it became  
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a process of execution, re-planning, and evaluation to finish the term of 
office.  Planning for Colowyo Coal Company to mine its federal lease cov-
ers more than five years.  Weyerhaeuser’s corporation plans its tree crops 
for 20 to 40 years.  The planning system described in this book can cover 
any time frame.  It can be used by any individual, organization, business 
(profit or nonprofit) group.

Ronald J. Kudia reports in a study of the effect of strategic planning 
on the returns of stockholders that he found no significant differences 
between the shareholders of planning and non-planning firms.  Other 
companies, including 3M and Bendix, attribute planning to superior per-
formance.  Kudia discusses a number of studies that indicates strategic 
planning resulted in positive effects. 13

In a 1996 Business Week article, John A. Byrne observed that after 10 
years of slashing and downsizing to remain competitive in the global mar-
ketplace, strategic planning is on the rise as organizations seek to improve 
the bottom line with their reengineered and right-sized organizations.  
Strategic planning sessions include staff from all levels of the organiza-
tion, not just those at the top; even customers and suppliers participate 
with each offering unique perspective.  Byrne added that a study by the 
Association of Management Consulting Firms revealed that “executives, 
consultants and [business] school professors all agree that business strat-
egy is now the single most important management issue and will remain 
so for the next five years.”  Byrne notes that with sound strategy “com-
panies are pursuing novel ways to hatch new products, expand existing 
businesses and create the markets of tomorrow.”14

Peter Drucker asserts that there are seven management principles 
that are no longer valid in today’s environment.15  He notes the following 
as fallacies:  “(1) there is only one right way to organize a business (2) the 
principles of management apply only to business organizations (3) there 
is a single right way to manage people.”  Early management thinking 
theorized that the only way to organize operations was with functional 
departments managed separately with all reporting to the CEO at the top.  

This centralization was followed by decentralization, and now the team 
concept in various forms is popular.  Drucker emphasizes “in any enter-
prise . . . there is a need for a number of different organizational structures 
coexisting side by side” and says “the executive of the future will need to 
be able to use each one properly and to think in terms of mixed structures 
rather than pure structures.”  The management guru also makes the case 
that every organization, whether a business corporation, religious or charity 
organization, healthcare group, or university or government agency, needs 
to follow similar sound management principles in order to achieve success.  
He adds that the difference between these types of organizations “applies  
to only 10 percent of the work which is determined by the organization’s  

10
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specific mission, its culture, its history, and its vocabulary.  The rest is 
pretty much interchangeable.”

Drucker insists that just as there is no one right way to organize a 
business there is also not one single way to manage employees.  He states 
his philosophy in the past had been consistent with Theory Y in that that 
people want to work, and managers just need to motivate them.  His thesis 
changed after reading Eupsychian Management by Abraham H. Maslow in 
1962 in which Maslow demonstrated “conclusively that different people 
need to be motivated differently.”  Drucker notes most of today’s employ-
ees are not true subordinates who are there just to do what they are told 
but are “knowledge workers”-they can do their job better than the boss-
and thus should be managed as associates.  He adds that the same things 
that motivate volunteers motivate knowledge workers: “above all, chal-
lenge, the need to know the organization’s mission and to believe in it, a 
need for continuous training, and a need to see results.”  Managers need 
to lead rather than “manage” and can help the organization by “aligning 
the employee’s goals with those of the organization and vice versa.”

The other management theories that were valid in the past and are 
now considered outdated by Drucker are:

That technologies, markets and end users are fixed and rarely overlap.

That management’s scope is legally defined as applying only to an 
organization’s assets and employees.

That management’s job is to “run the business” rather than to concen-
trate on what is happening outside the business.  That is, management is 
internally, not externally, focused.

That national boundaries define the ecology of enterprise and man-
agement.

Drucker insists that one new assumption is that “the technologies like-
ly to have the greatest impact on a company and its industry are technolo-
gies outside of its own field.”  One example highlighting this point was the 
development of the transistor by Bell Labs, part of AT&T.  Thinking that 
the applications for this new invention were mainly outside the telephone 
industry, they sold it for a mere $25,000 to any company that was inter-
ested.  These companies included Intel, Sony, and Compaq.  

End users are not fixed.  Markets change and companies need to 
adapt.  Few businesses achieve greater than 30 percent market share, 
leaving 70 percent as potential customers if an organization can determine 
how to meet their needs.

Drucker notes that:

“The rapid decline of the American department store in the 1970’s  

11
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and 1980’s was not caused by their customers deserting them.  The 30 
percent of American housewives who were their customers remained 
loyal, but a new breed of educated working women did not adopt 
the department store habit.  She didn’t have the time.  Since she was 
not a customer, the department stores paid little attention to her.  By 
the time she became the biggest part of the affluent middle class, it 
was too late for the department store to win her loyalty.  Instead, by 
catering to its regular customers, these retailers ended up catering to 
a dying breed.

Drucker also states that the scope of management needs to be 
refined to include the entire economic process where main suppliers 
are involved in joint planning, development, and design and both 
work as partners to create value.  We are operating in an increas-
ingly global environment.  Drucker notes that companies have been 
operating internationally for some time.  The difference is that in the 
past whole companies did business in a foreign country; now, differ-
ent pieces of the business process are being produced in different 
countries, resulting in multinational products and a broader scope 
internationally.

A manager’s principal job is not to run the organization but to innovate, 
Drucker insists.  He asserts that “an enterprise, whether a business or any 
other institution, that does not innovate or does not engage in entrepre-
neurship will not long survive.”  He considers four entrepreneurial prac-
tices to be essential:  “(1) the organized abandonment of products, services, 
processes, markets, distribution channels and so on that are no longer an 
optimal allocation of resources, (2) to organize for systematic, continuing 
improvement, (3) to organize for systematic and continuous exploitation, 
especially of . . . successes, (4) to organize systematic innovation, that is,  
to create the different tomorrow that makes yesterday obsolete and, to a 
large extent, replaces even the most successful products of today in any 
organization.”

Strategic Management
Strategic Management is a philosophy of managing with a planning 

process.  It is a stream of decisions and actions, which effectively execute 
the strategic plan.  The strategic management process is the way the 
management team directs the organization within the framework and 
promotion of the strategic plan.

Strategic decisions are a means to achieve ends.  These decisions 
encompass the definition of the business, products and markets to be 
served, functions to be performed, and major policies needed for the  
organization to execute these decisions to achieve objectives.
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Strategic management provides a strong incentive for employees and 
management to achieve company objectives.  It serves as the basis for 
management control and evaluation.  It allows a firm to innovate in time 
to take advantage of new opportunities in the environment and reduce 
its risk because it anticipated the future.  Strategic management is a con-
tinuous process.

The importance of strategic management became apparent when 
many organizations developed plans and then put them on the shelf.  
The yearly planning process would be completed, and the organization 
went back to its old way of doing things.  Strategic management evolved 
because of the need to manage the plan. 

Long-range planning helps remove some of the risks and ambigu-
ity associated with organizational memberships.  Strategic management 
allows an enterprise to base its decisions on long-range forecasts, not 
spur-of-the-moment reactions.  It allows the firm to take action at an 
early stage of a new trend and consider the lead-time for effective man-
agement.  This helps ensure full exploitation of opportunities.

Strategic management allows a firm’s top executives to anticipate 
change and provides direction and control for the enterprise, while it 
allows them to have unified opinion on strategic issues and actions.  It 
also helps educate managers to become better decision-makers; it helps 
them examine basic problems of a company.  It improves corporate 
communication, the coordination of individual projects, the allocation 
of resources, and short-range planning such as budgeting.  Strategic 
management focuses on business problems, not just functional problems 
such as those of a marketing or financial nature.

Strategic management focuses on “second-generation planning,” 
analysis of the business, and the preparation of several scenarios for the 
future.

This is not to say that strategic management is all you need to make 
a success of your business, but it should prove to be informative.  A 
good example of both strategic planning and strategic management is 
at Ford Motor Company.  The management style of retired Ford Motor 
Company’s Donald Petersen will be a model for chief executives for 
years to come.  Ford’s U.S. market share climbed in the 1980’s to about 
22 percent from 16 percent.  Some of Petersen’s handiwork was unique 
to Ford: He broke the habit of following GM’s lead.  Here are Petersen’s 
lessons-and how they are applied.

1. Be obsessed with quality.  Petersen hired the late W. Edwards Deming, a 
quality master who taught the Japanese the secrets of statistical process 
control.

2. Empower your workers.  Petersen tapped into the creative power of every 
Ford worker.
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3. Tap the power of teams.  Petersen forced the people who design 
cars to work in close-knit teams with Ford’s engineers and mar-
keters.

4. Compete globally.  Petersen turned Ford into the USA’s first truly 
global automotive company.16

Included in the area of strategic management is management 
responsibility to create a positive productive work environment.  A 
1998 Fortune survey of most admired companies conducted by the Hay 
Group revealed that “the single best predictor of overall excellence was a 
company’s ability to attract, motivate, and retain talented people.”17  The 
corporate culture of those companies was crucial in the achievement of 
this goal according to their company’s leaders.  Bruce Pfau, a VP of the 
Hay Group and an expert in cultural assessment, notes that “the corpo-
rate cultures of high performing companies are dramatically different 
from those of average companies.”  Average company goals were “mini-
mizing risk, respecting the chain of command, supporting the boss, and 
making budget” while high-performing companies valued “teamwork, 
customer focus, fair treatment of employees, initiative and motivation.”  
The survey emphasizes that companies in the lead for their industry 
such as Southwest Airlines, Squibb, Toyota, JP Morgan, UPS, Intel, Dow 
Chemical, have top leadership that places high priority on cultural issues 
and knows how they measure up in comparison to those goals.

WHAT IS PLANNING?
Planning may be defined as a managerial activity that involves deter-

mining your fundamental purpose as an organization, analyzing the 
environment, setting objectives, deciding on specific actions needed to 
reach the objectives, and then adapting the original plan as feedback on 
results is received.  This process should be distinguished from the plan 
itself, which is a written document containing the results of the planning 
process.  The plan is a written statement of what is to be done and how 
it is to be done.  Planning is a continuous process that both precedes and 
follows other functions.  Plans are made and executed, and results are 
used to make new plans as the process continues.

TYPES OF PLANS
There are many types of plans, but most can be categorized as either 

strategic or tactical.  Strategic plans cover a long period of time and may be 
referred to as long-term. They are broad in scope and basically answer the 
question of how an organization is to commit its resources over the next 
three to five, possibly even 10 years.  Strategic plans are altered on an  
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infrequent basis to reflect changes in the environment or overall direc-
tion of the organization.

Tactical plans cover a short time period, usually a year or less.  They 
are often referred to as short-term or operational plans.  They specify what is 
to be done in a given year to move the organization toward its long-term 
objectives.  In other words, what we do this year (short-term) needs to 
be tied to where we want to be five to 10 years in the future (long-term).

Traditionally, managers who have been involved in planning have 
focused on short-term rather than long-term planning.  This is better 
than no planning at all; but it also means each year’s plan is not related 
to anything long-term in nature and usually falls short of moving the 
organization to where it wants to be in the future.

Programs and events also require planning.  A program is a large set 
of activities involving a specific area of capabilities, such as planning for a 
new outpatient surgery service or a new managed care system.  Planning 
for programs involves:

1. Dividing the total set of activities into meaningful parts.

2. Assigning planning responsibility for each part to appropriate 
people.

3. Assigning target dates for completion of plans.

4. Determining and allocating the resources needed for each part.

Each major program or division within an organization should have 
a strategic plan in place to provide a blueprint for the program over time.

An event is generally a project of less scope and complexity.  It is also 
not likely to be repeated on a regular basis.  An event may be a part of a 
broader program, such as the grand opening of a new service, or it may 
be self-contained, such as an annual recruiting fair at the local mall.  Even 
for a onetime event, planning is an essential element to accomplish the 
objectives of the project and coordinate the activities that make up the 
event.

THE GREATEST NEEDS OF TODAY’S ORGANIZATIONS 
WORLDWIDE

In informal surveys I have made over the years, leaders of organiza-
tions appear strong in their beliefs that strategic planning is important.  
Yet simple acknowledgment of its importance is not enough for success.  
To put matters into perspective, let us try to translate success and better 
understand what makes the organization successful.

X = f (A, B, C, D, E, F, G, H, I . . . )
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In this case X represents success, a dependent variable, and is on the 
left side of the equation.  The = sign means a balance, or equal to what is 
on the other side; the “f” means “a function of,” indicating on what that 
success depends.  On the right side are all the independent variables that 
affect success:

A. Chief Executive as Leader/Manager/Planner

B. Management Team Working Together

C. Planning System

D. Organizational Structure

E. Control System

F. Reward System

G. Integrity/Ethics of Organization

H. Empowered Employer

I. Etc.

Only a few independent variables are listed, but the possibilities are 
endless.  Notice that success is not necessarily equated with size.  We are 
defining success in broader terms than number of employees, budget, 
and so forth.  There seems to be a widespread notion that size is the only 
barometer of success, but we do not subscribe to that belief.

Untapped leadership exists in many organizations.  I believe the 
greatest problems holding back these leaders and the organizations they 
serve involve some combination of independent variables C, D, and E.  
Management, planning, organization, and control are some of the great-
est needs of all organizations.

Most people assume that all administrators are leaders to some 
degree, or they could not remain in their executive positions.  However, 
their leadership efforts and the success of their organizations are in direct 
proportion to variables C, D, and E.  If you assume all other variables 
remain unchanged and full effort goes into C, D, and E, then the X factor 
(success), the dependent variable, has to increase.  Without training and 
knowledge in the area of planning and management, your chief executive 
places a ceiling on success.  No organization can get any bigger than the 
capacity of its managers to manage.  The hindrance is not the needs of 
the constituents, because the needs are always there.

If every executive could improve each of these areas just a little each 
year, they would be much more successful.  They could reduce drastically 
all the obvious errors in direction, false starts, dissipated efforts, staff 
frustration, and waste.  They could also successfully challenge a world 
rife with criticism about waste and inefficiency in organizations.
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Organizations cannot afford to wait until someone comes along and 
stirs up a big scandal. We need to put our shoulders to the wheel and pay 
attention to management, planning, organization, control, and people.  If 
we do not, on the whole, many of our organizations will not accomplish 
nearly as much as they might.

My observation is that many people in leadership positions are reluc-
tant to plan, do not want a plan in writing, and do not ask for advice.  The 
tendency is to be led by intuition, which is sometimes based on a whim 
or emotional impulse.  This reflects our general American inclination to 
“hang loose.”  Probably 75 percent of the organizations the author has 
observed or worked with have the same problem.  Yet the 25 percent 
who have the discipline to plan and manage properly, far outperform 
those that do not.  Higher revenue surpluses, better service and lower 
turnovers are but a few of the rewards of thoughtful, well-executed plan-
ning.  Good fortune comes to those organizations that have the discipline 
to plan and manage effectively.

Many times there is the tendency to say that forces outside our con-
trol caused a plan or project to go sour.  And sometimes that is the case.  
But too often we are our own worst enemies, holding ourselves back.  
Many business failures can be traced to poor planning, failure to get 
people involved in the planning and generally poor management. 

Even where planning is done, we often sense a spirit of extreme 
urgency.  Here the atmosphere is permeated with a “let’s go for it-if it is 
a worthwhile service, it will prosper” mentality.  What is the rush?  Many 
HCO’s need to slow down and plan.  Often they have rushed around in 
circles for several years.  If the organization provides a worthwhile ser-
vice, it deserves our best efforts at careful planning.  Included in doing 
our best is using the best planning and management philosophies and 
techniques available.  

Fundamental to these efforts is effective goal setting.  Its importance 
is to provide direction and unity of purpose.  Where planning in organi-
zation occurs without quantitative goals clearly understood and widely 
supported, vigorous progress is unlikely and probably impossible.  
Planning is not easy, but the alternative is to be tossed to and fro, buf-
feted by every unforeseen circumstance, and blown off course.

And on a personal level, every leader needs a vision or a dream.  
Mission statements and dreams are the vessels through which personal 
desires can be fulfilled.  Yet without specific goals, a vision is no vision.

In a society where many institutions are becoming stagnant, it is 
imperative that firms have an expanding vision.  Thus, we see creative 
planning as the organization’s best hope for a successful future.  Solid 
purpose, long-range



18

Strategic Planning and Management

dreaming, and visionary thinking should be basic to a firm’s operation.  
Too often planning in an organization has been met with little enthu-
siasm.  Even in larger organizations, the enthusiasm for a plan seldom 
extends beyond a year unless it involves something tangible, such as a 
new building.  Yet no matter how misunderstood and poorly appreciated 
planning is, it is a major factor in effective organization performance.  
The time for strategic planning in all organizations is now.

PLANNING PERSPECTIVE
All organizations do at least some planning even if it is largely infor-

mal and even largely unintentional.  One writer states, “planning has to 
be defined by the process it represents” (18).  The process is largely infor-
mal in many institutions which means it is also incremental (each deci-
sion builds upon prior planning decisions).  Informal planning, however, 
leads to misunderstandings because there are few records of planning 
decisions which have been made, planning efforts are sporadic, and it 
is likely that the effort will not result in a completed plan.  There is also 
no system of follow-through.  Informal planning is not likely to be com-
prehensively implemented.  Effective planning is a disciplined process.

If we have authority and responsibility in an organization, we find 
ourselves observing how the present is evolving into the future and how 
things we would like to see happen are sometimes (and sometimes not) 
becoming a part of that future.  The extent to which we think about such 
things is the extent to which we are beginning the planning process.  
Planning begins with (1) the assumption that there is a future, and that 
(2) maybe it should be different than the present, along with (3) realizing 
that we can do something about that future, and then (4) resolving that 
we will take action.  Let us look at these four concepts.

All of us know that there is a future.  Not all of us care about the 
future.  Most of us know that it will be at least a little different from the 
present even if we do nothing to bring about the difference.  Many of us 
are content to have the fascinating future be created by others and are 
willing to sit back and take in the benefits of what that future might bring.  
Part of this is due to the expectation that the future will be better than 
the present.  We point to the progress of this century.  If we are from the 
United States or Canada, we look at how inventions, the standard of liv-
ing, health care, and other improvements have come about without much 
effort on our part.  Why mess up a good thing?  If we continue as we have 
for the past 40 years and continue to avoid a major war, we expect pros-
perity, stability, convenience, better health, more wealth, and most other 
things that we value.  In short, why plan when the world is getting better 
every day without planning effort on our part?
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The second concept is determining whether we want the future to 
be different from the present and the past.  Some of us say why bother?  
Some of us, on the other hand, find the future possibilities exciting.  
We consider ways in which the future will be different due to major 
forces such as the increased role of technology and technological break-
throughs, or the opportunities we face due to a strong economy and 
political freedom that encourage entrepreneurial and creative activities 
on our part and which work toward fulfilling our urges and interests.

The third concept is realizing that we can do something about that 
future.  This requires vision, the ability to dream, to visualize what could 
happen if the right efforts take place.  It begins with an understanding 
that the future can be different from the present, that you and others 
around you can help shape that future.  It must include the understand-
ing that the present is going to change anyway.  The rapid rate of change 
in society today affects every aspect of organization’s life.

And then we have the fourth concept, resolving that we will take 
action to mold that future.  This is the tough one.  This means taking 
action based upon our vision of what we would like the future to be.  The 
number of people who are serious in this category on a consistent basis 
is relatively small.  The need for positive people in this category is very 
high.  They are the ones who shape the world.  These are the people who 
lead the world and create the interesting setting in which the rest of us 
live.  The greatest opportunity is that each of us can decide whether we 
want to be in this category.  There are no elections, no dues to pay, just 
leadership to exert and the satisfaction that comes from seeing some-
thing happen that has come about because of our leadership and the 
leadership of others.

                                        STRATEGIC THINKING
Strategic thinking is akin to critical thinking, a familiar concept in 

management theory.  Traditionally, critical thinking has been identified 
with the field of logic and the mental ability to reason in the abstract.  
Today, critical thinking is an essential element of most disciplines includ-
ing management, leadership, and strategic planning.  Strategic thinking 
might be explained as focusing on higher-level learning and more com-
plex thinking abilities.  Thus, categories in the cognitive domain such 
as analysis, synthesis, and evaluation are rich fields for critical thinking.  
However, the focus is that of strategic planning in a practical and applied 
context.  Therefore, we must direct critical thinking beyond knowledge 
within a discipline to application:

• Between disciplines.

• To real-world predictable problems.



20

Strategic Planning and Management

• To real-world unpredictable problems.

Strategic thinking also emphasizes:

• Asking and seeking answers to penetrating questions, which 
affect survival of the organization.

• Scanning the environment, both external and internal, for unique 
ways of “doing more with less at higher quality.”

A leader who thinks strategically will focus on the following:

• Conceptualize direction-setting actions for the organization.

• Identify areas of change that will impact the vision, mission, and 
overall objective of the firm.

• Look at the big picture across traditional boundaries and beyond 
the next two to three years.

• Emphasize the why and the how (instead of what) of strategy 
design and implementation.

• Search for the best competitive advantage, or best competitive 
position relative to other key institutions, which may target simi-
lar markets and donors.

Strategic thinking emphasizes development and implementation 
of organization-wide or overall strategies with accountability toward 
effectiveness, efficiency, and quality in mind.  Perspectives of strategic 
thinking can be illustrated with the question, “Who are the two most 
important persons responsible for the success of an airplane’s flight?”  
Typical responses would be:

• the pilot and the navigator.

• the pilot and the maintenance supervisor.

• the pilot and the air traffic controller.

• the pilot and the flight engineer.

All of these responses recognize the day-to-day hands-on importance 
of the pilot.  They all introduce one of several other important support or 
auxiliary functionaries to the answer.  However, each of these responses 
ignores the one person who is perhaps the single most important individ-
ual to the ultimate success of the airplane-the designer.  Perhaps the pilot 
and the designer are the two individuals most important to the success 
of an airplane’s flight-because of the pilot’s day-to-day responsibilities in 
commanding the craft and the designer’s ability to create a concept that 
can be economically constructed, easily operated by any normally com-
petent flight crew, and safely maintained by the ground crew.
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Most contemporary administrators of organizations perceive them-
selves as the “pilots” of their institutions taking off, landing, conferring 
with the navigator, and communicating with the air traffic controller.  
They generally view themselves as the chief hands-on operational manag-
ers.  However, what has been most lacking in these institutions in the past 
few years has been an appreciation for the strategic planning viewpoint.  
There is a need for more emphasis on an integrated “designer-pilot” 
approach to operating an education venture.  A well-conceived, continu-
ously updated strategic planning system can facilitate this emphasis.

An organization without a strategic planning perspective faces a tough 
situation.  Instead of moving steadily toward its goals, the institution will 
continually swerve off course due to the endless supply of distractions that 
can prevent an institution from pursuing its vision and mission.  Thus, 
strategic planning is one of the keys to success of any undertaking, and 
nowhere is it more important than in all organizations.

Ethics, Integrity, and Religious Principles 
in Business

Drucker’s18 quote “the ultimate test of management is integrity” 
caught my attention in 1974 with the publication of his book, Management: 
Tasks and Practices. (19) At the time I thought no way.  What about profits, 
market share and customer service?  By the early 80’s, I began to under-
stand what he was saying.  Now as we enter the 21st century I agree 100 
percent.  Oral Roberts, then president of Oral Roberts University, spoke 
at a business seminar on the ORU campus.  In his opening remarks he 
said, “Your product better be better than your sales pitch.”  In a brilliant, 
spirit-led speech before bankers from 38 states Roberts went on to relate 
the similarity between his product, ORU and students raised to hear His 
voice, and products and services sold by the banks.  As we look at promo-
tions and deals by a wide range of organizations, it appears to me we are 
full circle back to “buyer beware.”  More and more there is “fine print,” a 
hidden agenda.

How do we define integrity, ethics and character?  The dictionary gives 
us “firm attachment to moral or artistic principle: honesty and sincerity.”  

How are our society and business organizations measuring up to this 
definition?  Some would say the trend is disturbing.  The nation’s CEO 
is still in office.  His behavior would have resulted here in Tulsa with 
immediate removal from office.  Our society does not seem to care.  Many 
people went to prison over the savings and loan scandal.  An international 
insurance company with questionable sales practices is refunding premi-
ums.  Instead of immediate refunds, 
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they set up a cumbersome bureaucracy for the refund.  The administra-
tion of the claim process problem amounts to more than the claim.  Right 
after, we see ads on TV to “trust” this company.  Another corporate giant 
admits to breaking the law collecting from customers.  “That is big busi-
ness!!”

Some would say, “Not here in Tulsa!”  How about a 50 percent off 
coupon that a local company used recently.  Upon investigation, the com-
pany almost doubled the original price and honored the 50 percent offer.  
This resulted in a real saving to the customer of only 10 percent instead of 
the advertised 50 percent.  Good business practice?  Short term, maybe.  
But what about the long term?  These customers might not be back.

Peter Drucker said, “The ultimate test of management is integrity” in 
his 1974 look at management.  I thought, “Come on profits and market 
share, return on investment.”  Any principled person could not argue 
against integrity, but management’s “ultimate test”?

Twenty-five years later, I submit Drucker hit it on the head.  Lawyers, 
laws, and court systems are not going to help you get a fair deal.  My sug-
gestion is deal only with organizations and people you can trust.  Trust is 
gained over time.  The issue is not what you say, as much as what you do.

My father, the late Roscoe Channing Migliore taught me an early 
lesson in life.  He was a merchant in Collinsville.  Briefly, a freezer was 
delivered to a farmer on the verge of losing a freezer full of meat.  Mr. 
Migliore, a union electrician, noticed the problem was in the electric 
cord.  He fixed it in minutes.  In the short run, he lost a sale.  But, in the 
long run, his action confirmed what everyone in the Collinsville area 
already knew.  You could trust Roscoe. Many, Many years later he and 
the farmer by chance were in a nursing home together. Forty years later 
they still were discussing the incident. 

I submit that integrity, ethics and character are traits that are not only 
morally correct, but gain a trust that makes people want to do business 
with your organization.

Seven privately held companies that I have had close dealings 
with operate in an ethical way with a high degree of integrity.  All 
seven companies are founded on Christian principles.  They are 
The Oklahoman Eagle, Parker Drilling, and T.D. Williamson, Inc., 
Tulsa, OK; Cross Manufacturing, Overland Park, KS; Michael Cardone 
Industries, Philadelphia, PA; and Brasfield Construction, Jackson, TN 
and Aftermarket, Phoenix, Arizona.  Except for Parker Drilling, I have 
been a consultant to the other six for many years.  I am familiar with 
Parker Drilling because they are here in Tulsa, OK.

Many of my students work for Parker Drilling as do many of our 
friends.  I am privileged to count Bobby Parker, Chairman of the Board, 
as 
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as a friend.  I have been in countless strategy, operational meetings with 
the six companies mentioned.  Each CEO has conferred with me on 
numerous decisions.  Not once has any decision or action not met the 
highest standard of conduct.  I count it as a privilege to have worked with 
and count these people as close friends.

Competitive Advantage
Competitive Advantage in the rapidly changing, fiercely competitive 

marketplace can be gained when the firm uses good planning and man-
agement principles.  Michael E. Porter has made a significant contribu-
tion to the understanding of competitive advantage. His books Competitive 
Strategy 19 and Competitive Advantage 20 go into great detail on how to gain 
and maintain the competitive edge. He states that “Competition is at 
the core of the success or failure of firms. Competition determines the 
appropriateness of a firm’s activities that can contribute to its perfor-
mance, such as innovations, a cohesive culture, or good implementation.  
Competitive strategy is the search for a favorable competitive position 
in an industry, the fundamental arena in which competition occurs.  
Competitive strategy aims to establish a profitable and sustainable posi-
tion against the forces that determine industry competition.”21

I submit that the firm that understands is committed and has the 
discipline to use the concepts in this book will gain a competitive edge. 

SUMMARY
I have attempted to establish in this chapter the belief that:  (1) the 

demands of a volatile environment create an urgency for the planning 
concept; (2) many of the identifiable organization failures cannot be 
blamed solely on unforeseen and uncontrollable factors; yet (3) many 
leaders do not believe that there is a need for planning; but (4) there is a 
crucial place for better planning and management;  (5) new planning cre-
ates opportunities and helps eliminate failures and last (6) the firm gains 
a competitive advantage using the principles in the book. 

The philosophy of this book is that in order for everyone in an orga-
nization-the board, the executive staff, the employees-to be successful, a 
strategic plan is desperately needed.  If you look at the mistakes of the 
past, it is obvious that many organizations have floundered because they 
lack strategic direction.  Over years of consulting with these types of orga-
nizations, the authors have observed this exact pattern in a large number 
of them.  However, if you take the time and effort to study this book, apply  
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the format prescribed here, and follow up with your people, this is what 
I believe you can expect:

1. A sense of enthusiasm in your organization.

2. A five-year plan in writing to which everyone is committed.

3. A sense of commitment by the entire organization to its overall 
direction.

4. Clear job duties and responsibilities.

5. Time for the leaders to do what they need to do.

6. Clear and evident improvement in the health and vitality of every 
member of the organization’s staff.

7. Accountability, responsibility, and delegation moving down and 
lower organization ratios.

8. Rewarding results and behavior that are important to the firm and 
to the benefit of organization members.

9. Measurable improvement in the personal lives of all those in 
management positions with time for vacations, family, and per-
sonal pursuits.

IMPORTANT POINTS TO REMEMBER
1. A workable Strategic Long-Range Planning/MBO program should 

include a specific pre-objective-setting procedure 

2. We have a productivity problem in this country.

3. Long-range planning is essential to survival.

4. A general state of apathy and dissatisfaction exists at lower levels 
of the work force.

5. Problems have arisen with MBO when it is not used properly.

6. Many companies worldwide have had successful experiences 
with MBO.

7. There is scientific evidence of the merit of Long-Range Planning/
MBO.

8. It is management’s responsibility to provide the leadership to 
solve the productivity and planning problem.

9. There is a need for a simple, easy-to-understand long-range plan-
ning tool.

10. The strategic plan must be strategically and systematically  
managed.
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If you are struggling with any of the following problems or questions, 
this book may be very important to you:

• Why is there so much confusion among our vice presidents and 
department heads about what we are trying to accomplish?

• Why is there so much dissension and disagreement in this orga-
nization?

• Why is there such a high turnover of people in our organization, 
especially in leadership positions?

• Why did we spend money on new services when they are not 
being used?

• As CEO (Chief Executive Officer) why am I working 12 hours a 
day, and can never keep up?

• Why have we been less than successful on a number of projects 
and programs?

• Why have our revenues dropped off?

• Why does this organization lack enthusiasm?

• Why has the board asked me to resign after everything I have put 
into this organization?

If you are wrestling with any of these questions, the answer might be 
that your organization lacks effective long-term strategic planning and 
management.
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Miliore with co-authors  Haworth Press, July 2000.



49



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75



76



77



78



79

OBJECTIVES

 Last Year Next Year Five Years 
 Actual



80

OBJECTIVES

 Last Year Next Year Five Years 
 Actual



81

OBJECTIVES

 Last Year Next Year Five Years 
 Actual



82

OBJECTIVES

 Last Year Next Year Five Years 
 Actual



83



84

In my 1986 news column in the Tulsa Tribune, I specifically forecast 
three events by the year 2000.  One was an event beyond anyone’s imagi-
nation in Europe.  No, I didn’t know the Berlin Wall would come down.  
My forecast was not that spectacular.  More specific, the column called 
for U.S. involvement in major military action in the mid-east.  The Gulf 
War came along as predicted.  The Third was a major world wide eco-
nomic downturn year 2000.

Each of these predictions came from a report I developed for a major 
U.S. corporation.  I was asked to report to top management and the board 
on world conditions and economic situations in the year 2000.

After looking at all the forecasts from 1950 - 1985, the pattern was 
obvious.  Almost all the ecomonic models crunch their numbers and 
predict changes in a fairly narrow range.  No legitimate service, to my 
knowledge, predicted the economic highs and lows from 1950 to 1985.  
Right now you will notice, no one is predicting a high or low.  Common 
sense says there are highs or lows in the future. 

Now look at the Kondratieff curve.  Very interesting!!!  Guess where 
we are on the cycle?  Don’t guess here are the facts.  We are on the down-
ward slop of the curve.  The 50- 55 year cycle of the Kondratieff curve has 
been on accurate predictions of business cycles.

So what do we do???  Ignore the obvious warnings??!!  Full speed 
ahead?  Or is it time for a wake-up call!
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The question is how we manage our organizations and personal 
lives.  Who will be in the drivers seat in the year 2010?  Trust to luck or 
try to weave your way through the icebergs.
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The strategic planning/MBO system outlined in this book creates a 
management climate to react to change.  I have every reason to believe 
that the strategic planning process discussed in this book will work 
in every kind of profit and nonprofit organization.  To date, I have 
assisted more than 500 organizations in using the Strategic Planning 
and Management Process.

As we enter the 21st Century there are great opportunities for the 
business firm.  Many will prosper.  Not all will survive into the 22nd 
Century.  The principles and philosophy of this book can contribute 
to the success and survival of the organization.
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Overall Plan 
Strategic Planning and Management 

Work Sheet

OUTLINE

I.  PURPOSE

 A.  What is your vision, your reason for being, your mission, why 
you are needed, customers served, needs met in community, scope of 
the endeavor:  nationwide, local, accountability, profit or nonprofit?

II.  ENVIRONMENTAL ANALYSIS

 A.  What is the direction of your industry, your SIC Code?

 B.  Who are your primary competitors?

 C.  What are international, national, regional, and local statistics as  
  they relate to your business; interest ratios, unemployment, etc.?

 D.  Who are your primary customers?

   A. 

III.  Strengths & Weaknesses (usually internal)

 A.  Human Resources/People

 B.  Facilities/Equipment

 C.  Patients/Resources Natural

 D.  Financial

 E.  Other

IV.  ASSUMPTIONS

 A.  You Have No Control Over

  B. Extend Environmental Analysis

 C.  Usually External

   1.  

   2.  

   3.  
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V.  OBJECTIVES AND GOALS

 Specific, time frame, measurable in key result areas

KEY RESULT/OBJECTIVES/TARGETS

AREA

 1. Sales/Total Revenue/Size

 2. Market Share 

 3. Return; ROA, ROS, ROI

 4. Quality/Customer Service

 5. Human Resources/People

          a.  Turnover Rate

          b.  Total Work Force

          c.  Training Hours/Employees

          d.  Safety

 6.  Productivity

 7.  Public Responsibility/Ethics

   Other

 8.  Other

Now for each objective, use this format to  
develop specific objectives, strategy and action.

Key Result Area

Objective

Strategy to achieve objective:

 1. 

 2.  

 3.  

 Last This Next Five 
 Year Year Year Years

OBJECTIVES
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What do I have to do to make it happen:

 1.  

 2. 

 3.  

VI.  STRATEGY (General Overall Strategies)

 A.  Thinking Stage

 B.  Where and How to Commit Resources

 C.  Timing

 D.  What have to do to achieve objectives

   1. Sales/Total Revenue

   2. Market Share

   3. Return; ROA, ROS, ROI

   4. Some Measure of Efficiency and/or Productivity

   5. Quality/Customer Service

   6. People/Training/Human Resources/Morale

   7. Public Professional Responsibility

   8. Other Key Result Strategies

VII.  OPERATIONAL PLAN  

 A.  Getting Work Accomplished/What Must Be Done in Short Term

 B.  Develop Overall Budget and Support Budgets to Accomplish  
  Overall Plan.

   How much is needed during operational year to accomplish  
objectives?

   1. Overall Budget        $__________________      ___

   2. Marketing Budget      $__________________     ___

   3. Production Budget     $__________________      ___

   4. HR Budget             $__________________      ___

   5. Staff Support Budgets  $__________________     ___

 C.  Capital Budget is Revised and Developed Yearly
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VIII.  REWARD/PERFORMANCE APPRAISAL 

 A.  What team and individual review/reward system/bonus/salary  
  needed

 B.  Review of Performance/Schedule overall and support review  
  dates

IX.  ISSUES/PROBLEMS

 A.  Major

 B.  Minor

X.  ANALYSIS

 A.  How do you measure cultures

XI.  ALTERNATIVE SOLUTIONS

 A.  List of Alternatives

   1.  

   2.  

   3.  

 B.  Pros/Cons of each

 C. Problems/opportunities associated with each.

   1.  

   2.  

   3.  

XII.  RECOMMENDED COURSE OF ACTION

 A.  Alternative Selected and Why It Was Selected

 B.  Expected Benefit of This Recommendation

 C.  What Effect Will This Recommendation Have on Performance  
  Income and Balance Sheet Statements
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SET UP WAY TO MONITOR HOW YOU ARE DOING AND A WAY  
TO CREATE ACTION

An action plan for each objective area should be developed.  The 
action plan objectives, strategies, and operational plans into perspective 
with each other and helps you develop the inter-relationship between 
the phases.  It helps goals come to life with appropriate action.

ACTION PLAN

OBJECTIVE:

STRATEGIES:

 D.  

 E.  

 F.  

 G.  

 H.  

Action Plan

Person Responsible

Start Date

Date Completed
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Strategic Marketing Plan to Support the 
Organization’s Overall Basic Plan

OUTLINE

The organization’s overall strategic plan is developed according to 
the following format.  The Marketing Manager, as part of the organiza-
tion’s top management team, has played a vital and integral role in devel-
oping this overall plan.

1.  Purpose

 a.  What is your “reason for being,” your “mission,” why products 
and/or services are needed, customers and/or people served, needs met 
in marketplace, and scope of the endeavor?

 b.  Nationwide and/or local, ethics, profit, or nonprofit.

2.  Environmental Analysis

 a.  Pulse

 b.  Now or past

 c.  Industry surveys

 d.  Completed studies of future done now

3.  S & W (usually internal)

 a.  Human

 b.  Facilities/equipment

 c.  Patents/resources natural

 d.  Financial

4.  Assumptions

 a.  Have no control over

 b.  Extend environmental analysis

 c.  Usually external
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5.  Objectives and Goals

Specific time frame, objectives, and goals including specific time 
frames measurable in key result areas.  Note all rules for objectives in 
Migliore’s book Strategic Planning and Management.

6.  Strategy-Two to three strategies for each objective: Thinking stage, 
Where and how to commit resources, Timing, Pricing policy

7.  Issues/Problems-What are the major/minor problems facing the 
organization that would prevent it from achieving its objectives?

 a.  Major

 b.  Minor

8.  Analysis

 a.  Industry/competitive/organizational situation analysis

 b.  Functional; marketing, financial accounting, management,  
   production, and people

9.  Alternative Solutions

 a.  List of alternatives

 b.  Pros/cons of each

10.  Recommended Course of Action

 a.  Alternative Selected

 b.  Justification

Now that strategic direction has been set, problems identified, and 
an overall course of action set, and the marketing manager has contrib-
uted to the plan, then and only then can the marketing plan be started.  
The marketing and public relations plans are developed hand-in-hand.  
Each contributes to the other’s success.  Using the same philosophy and 
basic team principle, the marketing plan is developed.  All staff/line 
managers that report to the Marketing Manager play an active role in 
the development of the marketing plan.  The Marketing Manager and 
others then concentrate on a marketing plan that will support the overall 
organization.



262

Strategic Planning and Management

Marketing Plan

11.  Purpose of Marketing Function:

12.  Environmental Factors Specific to Marketing:

 a.  Market Analysis

 b.  Customer Analysis

 c.  Competitive Analysis/Benchmarking

 d.  Opportunity Analysis

 e.  Market Research

13.  What products do you expect to be best opportunity in year 2000?

 a.   

 b. 

 c. 

 d. 

 e. 

14.  Which products will decline and/or present a problem to remain in 
competition by year 2005?

15.  Put yourself in your customers’ shoes.  Why are they buying from 
you?

16.  What is your competition doing that could be a threat?

WHERE DO PRODUCTS/SERVICES/PROGRAMS FIT PRODUCT  
LIFE CYCLE?

10

MATURE
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INTRODUCTION                                    DECLINE

1   R&D

HOW DO PRODUCTS/SERVICES/PROGRAMS FIT PERFORMANCE/
POTENTIAL MATRIX?

 10

E

C

N

A

M

R

O

F

R

E

P

Cash Cows

Stars

Dogs

Problem Child

      1          POTENTIAL                 10
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WHAT IS PRESENT CONTRIBUTION TO ACHIEVING THE  
PHILOSOPHY STATED IN THE MISSION STATEMENT PER  
PRODUCT LINE/SERVICES/PROGRAMS?

Product/Service A

Product/Service B

Product/Service C

Where do all (or most) of products fit product life cycle?

List:  A.

  B.

  C.

  D.

  E.

  F.

  G.

  H.

  I.

  J.

WHAT IS EXPECTED CONTRIBUTION TO PROFIT PER PRODUCT 
IN FIVE YEARS IF YOU STAY WITH PRESENT PRODUCT/SERVICE/ 
PROGRAM MIX?

Product/Service A

Product/Service B

Product/Service C
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17.  Marketing Strengths and Weaknesses

18.  Marketing Assumptions

18.  

19.  Major Marketing Objectives should consider sales, profitability, 
 and customer.

OBJECTIVES

 Last Year Actual

 Next Year

 5 Years

Sales

Total Sales/Revenue

Net sales per dollar of net worth

Net sales per dollar of total assets

Net sales per dollar of net working     capital

Net sales per dollar of depreciated      fixed assets

Market Potential

Percent regional market share

Percent local market share

Percent product in introductory          stage

Percent product in maturity stage

Percent product in declining stage
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Marketing Research

Usually on a project basis

Sales Management

Revenue per territory

Quotas/objectives for sales teams

Quotas/objectives per person

Customers

Satisfaction

On time delivery

20.  Marketing Strategy

WHAT IS OPTIMUM PRODUCT/SERVICE/PROGRAMS MIX?

%

PRESENT                         5 YEARS

WHAT PRODUCTS/SERVICES/PROGRAMS SHOULD BE ADDED  
TO PRESENT PRODUCT MIX?

WHAT PRODUCTS/SERVICES/PROGRAMS SHOULD BE DROPPED 
FROM PRESENT PRODUCT MIX?

HOW DO YOU REACT TO A RAPIDLY CHANGING MARKET PLACE?
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WHAT OPPORTUNITIES ARE AVAILABLE DUE TO CHANGES?

21.  Marketing Action Plan

22.  Monitoring and Control

 a.  Performance Analysis

 b.  Customer Data Feedback

SALES MANAGEMENT PLAN

Now that the marketing plan is developed, it is time to develop a 
sales management plan.  Ideally, managers and salesmen have been in 
on developing the marketing plan.  It is important that those who execute 
the plan are in on the plan.  The task is to develop a sales management 
plan, which in effect executes the marketing plan.

Sales Management Plan

23.  Organize sales force

24.  Select sales force

25.  Train sales people

26.  Motivate

27.  Set quotas, goals, objectives for total sales effort down to individual 
salesperson.

28.  Compensation plan that encourages performance
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29.  Evaluate progress

Objectives:       Marketing  

Overall Responsibility:     

Strategies:       Product, Market Position, Distribution Channel and 
Pricing   

Start Date

 Action Steps

Due Date

Responsibility

Status

Objectives:         Research and Development                                               

Overall Responsibility:                                                                

Strategies:           Percentage of products in what stage of research                                     

Start Date

 Action Steps

Due Date
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Responsibility

Status

Set Up Way to Monitor How You Are Doing and a Way to Create 
Action.

An action plan for each objective area should be developed.  The 
action plan objectives, strategies, and operational plans into perspective 
with each other and helps you develop the inter-relationship between 
the phases.  It helps goals come to life with appropriate action.

ACTION PLAN

OBJECTIVE:

STRATEGIES:

A.

B.

C.

D.

E.
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ACTION PLAN

PERSON 
RESPONSIBLE

START 
DATE

DATE 
COMPLETED

STRATEGIC MARKETING PLAN TO SUPPORT THE 
ORGANIZATION’S OVERALL BASIC PLAN

OUTLINE

The organization’s overall strategic plan is developed according to 
the following format.  The Marketing Manager, as part of the organiza-
tion’s top management team, has played a vital and integral role in devel-
oping this overall plan.

30.  Purpose

 a.  What is “reason for being,” your “mission,” why products and/
or services are needed, customers and/or people served, needs met in 
marketplace, and scope of the endeavor.

 b.  Nationwide and/or local, ethics, profit, or nonprofit.

31.  Environmental Analysis

 a.  Pulse

 b.  Now or past

 c.  Industry surveys

 d.  Completed studies of future done now
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32.  S & W (usually internal)

 a.  Human

 b.  Facilities/equipment

 c.  Patents/resources natural

 d.  Financial

33.  Assumptions

 a.  Have no control over

 b.  Extend environmental analysis

 c.  Usually external

34.  Objectives and Goals

Specific, time frame, objectives, and goals including specific time 
frames measurable in key result areas.  Note all rules for objectives in 
Migliore’s book Strategic Planning and Management.

35.  Strategy-Two to three strategies for each objective: Thinking stage, 
Where and how to commit resources, Timing, Pricing policy

36.  Purpose

 a.  What is “reason for being,” your “mission,” why products and/
or services are needed, customers and/or people served, needs met in 
marketplace, and scope of the endeavor.

 b.  Nationwide and/or local, ethics, profit, or nonprofit.

37.  Environmental Analysis

 a.  Pulse

 b.  Now or past

 c.  Industry surveys

 d.  Completed studies of future done now

38.  S & W (usually internal)

 a.  Human

 b.  Facilities/equipment
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 c.  Patents/resources natural

 d.  Financial

39.  Assumptions

 a.  Have no control over

 b.  Extend environmental analysis

 c.  Usually external

40.  Objectives and Goals

Specific, time frame, objectives, and goals including specific time 
frames measurable in key result areas.  Note all rules for objectives in 
Migliore’s book Strategic Planning and Management.

41.  Strategy-Two to three strategies for each objective: Thinking stage, 
Where and how to commit resources, Timing, Pricing policy
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Startegic Human Resource Plan 
to Support 

The Overall Basic Company Plan

The overall strategic plan is developed according to the following 
format.  The human resource manager, as part of the organization’s top 
management team, has played a vital and integral role in developing this 
overall plan.

1.  Purpose

 1.  What is your “reason for being,” your “mission,” why products 
are needed, customers served, needs met in marketplace, and scope of 
the endeavor?

 2.  Nationwide and/or local, ethics, profit, or nonprofit

2.  Environmental Analysis

 1.  Pulse

 2.  Present or past

 3.  Industry surveys

 4.  Completed studies of future down now

3.  S & W (usually internal)

 1.  Human

 2.  Facilities/equipment

 3.  Patents/natural resources

 4.  Financial

4.  Assumptions

 1.  Have no control over

 2.  Extend environmental analysis

 3.  Usually external
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5.  Objectives and Goals

Specific time frame, objectives, and goals including specific time 
frames measurable in key result areas.  HR needs to know especially size 
because there is a direct correlation with the number of people needed.

6.  Strategy-Two to three strategies for each objective

 1.  Thinking stage

 2.  Where and how to commit resources

 3.  Timing

Now that strategic direction has been set and the human resource 
manager has contributed and bought into the plan, then and only then 
can the human resource plan be started.  Using the same philosophy and 
basic team principle, the human resource plan is developed.  All staff/
line managers that report to the human resource manager play an active 
role in the development of the human resource plan.

The human resource manager and others then concentrate on a human 
resource plan that will support the overall organization.

HUMAN RESOURCE PLAN

Purpose of Human Resource Function:

Environmental Factors Specific to Human Resource:

Human Resource Strengths and Weaknesses:

Human Resource Assumptions:
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Manpower Forecast

Full-time/Temporary Employee Ratios

Total Labor Cost

Yearly People Development Audit

Hours Training per Employee/Year

Quality Circles (participation teams)

 Actual Next Five 
 Last Year Year Years

OBJECTIVES

 Actual Next Five 
 Last Year Year Years
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Turnover Rate

Performance/Reward System

Benefits

Compensation Levels

Wellness

Recruiting Objectives and Costs

Succession Planning

Affirmative Action

 Actual Next Five 
 Last Year Year Years
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Pro-active Labor Regulations

Culture Index

Measure of Skills Needed/100 Index

Cross-training Index

Literacy Rate

Computer Literacy

HR Audit

 Actual Next Five 
 Last Year Year Years
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Manpower Forecast

Administration

Faculty

Full Time

Staff

Full Time

Temporary

Turnover Rate

Training

Budget for Total Labor

Strategies to meet objectives

Action PlanCWho does what/when?

 Actual Next Five 
 Last Year Year Years

OBJECTIVES (PEOPLE)

 Actual Next Five 
 Last Year Year Years

OBJECTIVES (PEOPLE)



279



280



281





283



284



285



286



287



288

Strategic Planning and Management

Church/Ministry 
Strategic Planning and Management 

Work Sheet

I. Purpose

 What is “reason for being,” your “mission,” why needed, customers 
served, needs met in marketplace, scope of the endeavor; nationwide, 
local, ethics, profit, or nonprofit.

Where there is no vision, the people perish:  but he that keepeth the law, happy  
is he.

Proverbs 29:18

And it shall come to pass afterward, that I will pour out may spirit upon all flesh; 
and your sons and your daughters shall prophesy, your old men shall dream 
dreams, your young men shall see visions . . . .

Joel 2:28

II.   Environmental Analysis

It is the glory of God to conceal a thing:  but the honour of kings is to search out 
a matter.

Proverbs 25:2

III.  S & W (usually internal)

 A. Human

 B.  Facilities/equipment

 C. Programs

 D. Financial

But he that knew not, and did commit things worthy of stripes, shall be beaten 
with few stripes.  For unto whomsoever much is given, of him shall be much 
required:  and to whom men have committed much, of him they will ask the more.

Luke 12:48
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That the man of God may be perfect, thoroughly furnished unto all good works.

2 Timothy 3:17    

 IV.  Assumptions

 A. You have no control over

 B.  Extend environmental analysis

 C.  Usually external

   1.    

   2.    

   3.    

V.  Objectives and Goals

 Specific, time frame, measurable in key result areas

 1.   Attendance

 2.   Membership

 3.   Building

 4.   Missions

 5.   Facilities

 6.   Programs

 7.   Financial

 8.   People

Let all things be done decently and in order.

I Corinthians 14:40

Then the King said unto me, For what dost thou make request?  So I prayed to 
the God of heaven.

Nehemiah 2:4

 Actual Next Five 
 Last Year Year Years
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VI.   Strategy Two to three strategies for each objective

 A.  Thinking stage

 B.  Where and how to commit resources

 C.  Timing

Neither do men light a candle, and put it under a bushel, but on a candlestick; 
and it giveth light unto all that are in the house.

Matthew 5:15

VII. Problems

Major

Minor

VIII. Analysis

IX.   Alternatives

  A.    

  B.    

  C.    

X.  Recommendations

XI. Operational Plan

 A. Getting work accomplished

 B.  Budget

Let all things be done decently and in order. 

I Corinthians 14:40
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Study to shew thyself approved unto God, a workman that needeth not to be 
ashamed, rightly dividing the word of truth.

2 Timothy 2:15

For which of you, intending to build a tower, sitteth not down first and counteth 
the cost, whether he have sufficient to finish it?

Luke 14:28

XII.  Reward/Performance Appraisal

 A.  Agreed upon objectives

 B.  Review of Performance

Now he that planteth and he that watereth are one:  and every man shall receive 
his own reward according to his own labour.

I Corinthians 3:8

ACTION PLAN

 Objective:

 Strategy:

 Action Plan

 Person Responsible

 

 Start Date

 Date Completed



292

Strategic Planning and Management

Nonprofit Overall Plan 
Strategic Planning and Management 

Work Sheet

OUTLINE

I.  PURPOSE

 A.  What is “reason for being,” your “mission,” why needed, cus-
tomers served, needs met in community, scope of the endeavor:  nation-
wide, local, accountability.

II.  ENVIRONMENTAL ANALYSIS

 A.  Pulse-What’s going on now?

 B.  Now or past

 C.  Studies of future done now

III.  S & W (usually internal)

 A.  Human/People

 B.  Facilities/Equipment

 C.  Financial

Cash Ratio (cash and cash equivalents/current liabilities); Current 
Ratio (current assets/current liabilities); Donation Ratio (total donations/
total revenue); Return on Assets (total revenue/total assets); Debt to 
Assets Ratio (total liabilities/total assets); Net Operating Ratio (excess 
of income over expenses/total revenue); Fund Balance Reserve Ratio 
(total fund balance/total expenses); Cash Reserve Ratio (total cash/
total expenses); Program Expense Ratio (total program expenses/total 
expense); Support Services Ratio (total support serves expenses/total 
expenses); Net Surplus/Deficiency (total income less total expense) 

 D.  Other
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IV.  ASSUMPTIONS

 A.  You have no control over

 B.  Extend environmental analysis

 C.  Usually external

   1.  

   2.  

   3.  

V.  OBJECTIVES AND GOALS

Specific, time frame, measurable in key result areas

 1.  People Served, Attendance, a Count of People Worked with

 2.  Budget/Revenues/Cash Generated

 3.  Services Rendered

 4.  Some Measures of Efficiency and/or Productivity

 5.  People/Training/Human Resources

 6.  Some Measure of Accountability

 7.  Other Key Result Areas

VI.  STRATEGY (two or three strategies for each objective)

 A.  Thinking stage

 B.  Where and how to commit resources

 Actual Next Five 
 Last Year Year Years
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 C.  Timing

   1. People Served, Attendance, a Count of People Worked with

   2. Budget/Revenues/Cash Generated   3. 
Services Provided

   4. Some Measures of Efficiency and/or Productivity

   5. People/Training/Human Resources

   6. Some Measure of Accountability

   7. Other Key Result Areas

VI.  ISSUES/PROBLEMS

 A.  Major

 B.  Minor

VII. ANALYSIS

 Analysis of Situation

VIII.  ALTERNATIVE SOLUTIONS

 A.  List of Alternatives

   1.  

   2.  

   3.  

 B.  Pros/Cons of eachCproblems/opportunities associated with 
each.

IX.  RECOMMENDED COURSE OF ACTION

 A.  Alternative selected 

 B.  Expected benefit of this recommendation:
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SET UP WAY TO MONITOR HOW YOU ARE DOING AND A WAY TO 
CREATE ACTION

An action plan for each objective area should be developed.  The 
action plan objectives, strategies, and operational plans into perspective 
with each other and helps you develop the inter-relationship between 
the phases.  It helps goals come to life with appropriate action.

        ACTION PLAN

OBJECTIVE:

STRATEGIES:

 A.  

 B. 

 C. 

 D. 

 E. 

        

Action Plan

Person Responsible

Start Date

Date Completed
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Golf Club/Course 
Strategic Planning and Management 

Work Sheet

I. Purpose of Golf Club/Course

What is “reason for being,” your “mission,” why needed, who is 
served, needs met, scope of the club/course, national, regional, local, 
ethics.

II.   Environmental Analysis

 A. Pulse players per day

 B.  Now or past number of players last two years

 C. Surveys growth of game %’s

 D. How many courses in area

III.  S & W (usually internal)

 A. Human

 B.  Facilities/Equipment

 C.  Patents/Resources natural condition of grounds

 D.  Financial

IV. Assumptions

 A.  You have no control over

 B.  Extend environmental analysis

 C.  Usually external

   1.    

   2.    

   3.    

V. Objectives and Goals

 Specific, time frame, measurable in key result areas
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VI.  Strategy Two to Three Strategies for Each Objective

 A.  Thinking stage

 B.  Where and how to commit resources

 C.  Timing

VII.  Operational Plan

 A.  Getting work accomplished

 B.  Budget

VIII.  Reward/Performance Appraisal

 A. Agreed upon objectives

 B.  Review of performance

IX. Problems

 A. Major

 B.  Minor

X. Analysis

 A. Situation

 B.  Functional; financial, accounting, management, people

XI. Alternative Solutions

 A. List of alternatives

 B.  Pros/Cons of each

   1.    

   2.    

   3.    

XII. Recommended Course of Action

 A.  Alternative selected

 B.  Justification
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I. Purpose of Golf Club/Course

 What is “reason for being,” your “missions,” why needed, custom-
ers served, needs met in marketplace, scope of the club/course, nation-
al, regional, local, ethics, profit, or nonprofit.

II.  Environmental Analysis

 A.  Pulse What’s going on now?

   1. Players per day this year

   2. Players per day past two (2) years

 B.  Now or past

   Growth of game

 C.  Industry surveys

   What’s going on?

 D.  Studies of future done now

   What is predicted for future?

III.  S & W (usually internal)

 A.  Human

   1. Staff personality

   2. Reputation

   3. Knowledge of game

 B.  Facilities/Equipment

   1. Range

   2. Course

   3. Greens

   4. Carts

 C.  Patents/Resources natural

 D.  Financial

   Analyze all ratios

IV.  Assumptions

 A.  You have no control over

 B.  Extend environmental analysis
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 C.  Usually external

   1. Weather days to be played

   2. Population growth of area

   3.    

V.  Objectives and Goals

Specific, time frame, measurable in key result areas.  Note all rules for 
objectives in Chapter VIII.  Note next four pages.

SALES

Total merchandise sales/total green fee and carts revenue

Net sales per dollar of net profit usually $1.00 per round is your net 
profit income

Net sales per dollar of total assets

Net sales per dollar of net working capital

Cost of sales per dollar of inventory

Net sales per dollar of depreciated fixed assets

Bottom line

MARKET POTENTIAL

Percent regional market share

Percent local market share

 Actual Next Five 
 Last Year Year Years
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PRODUCTIVITY

Number of employees per rounds played

FINANCIAL

Return on Investment

 1.  Net profit after taxes/net worth

 2.   Net profit after taxes/total assets

 3.   Net profit after taxes + depreciation + noncash expense/total 
assets/bottom line

Return on Sales

 1.   Net sales per dollar of net worth

 2.   Net sales per dollar of total assets

 3.   Net sales per dollar of net working capital

 4.   Net profit after taxes/net sales

 5.   Cost of sales per dollar of inventory

 6.   New sales per dollar of depreciated fixed assets

Financial Leverage

 1.   Debt/equity ratio

 2.   Total debt/total assets

 3.   Times interest earned

Current Ratio

 1.   Current assets to current liabilities

 2.   Cash and receivables to current liabilities

 3.   Cash and equivalent to current liabilities

 4.   Current liabilities to net worth

 5.   Acid-test ratio (current assets-inventory)(current liabilities)

Activity

 1.   Inventory turnover

 2.   Accounts receivable turnover

 3.   Average collection period

 4.   Total asset turnover

 5.   Fixed asset turnover



301

Work Sheets

FACILITIES

 Yearly safety check

  Annual energy audit 

   Electric or gas

PEOPLE/TRAINING/MORALE

 Yearly people development audit

 Hours training per employee/year

 Quality circles (participation teams) implemented

 Turnover

 Performance/reward system

 Benefits

  Compensation levels 

 Wellness

 Manpower forecast

 Recruiting objectives and costs

 Succession planning

PUBLIC RESPONSIBILITY

 Sponsor Junior Achievement Co.

 Pay all taxes, wages, and bills

 Contribute to civic projects

 Meet OSHA safety requirements

VI.  Strategy Two to Three Strategies for Each Objective

 A.  Thinking stage

 B.  Where and how to commit resources

 C.  Timing

 D.  Pricing policy

 E.  Sales/Advertising

   1. Where and when to commit

   2. Timing

   3. Pricing policy
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 F.  Financial bottom line

   1. Where and how to commit

   2. Timing

   3. Pricing policy

 G.  Financial (strengths)

   Pricing policy

 H.  People/Training

 I.   Morale

 J.   Public responsibility

VII. Operational Plan

 A.  Get work accomplished

 B.  Budget

   1. Golf shop

   2. Course

VIII. Issues/Problems

 A.  Major

 B.  Minor

IX.  Analysis

 A.  Industry/Competitive/Course situation analysis

 B.  Functional; marketing, financial accounting, management, pro-
duction, people

X.  Alternative Solutions

 A.  List of alternatives

 B.  Pros/cons of each problems/opportunities associated with each

   1.    

   2.    

   3.   
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XI.  Recommended Course of Action

 A.  Alternative selected

 B.  JustificationSet up way to monitor how you are doing and a way  
   to create action.

An action plan for each objective area should be developed.  The 
action plan objectives, strategies, and operational plans into perspective 
with each other and helps you develop the inter-relationship between 
the phases.  It helps goals come to life with appropriate action.

ACTION PLAN

OBJECTIVE:

STRATEGIES:

 A.    

 B.    

 C.    

 D.    

 E.    

ACTION PLAN

PERSON  
RESPONSIBLE

START 
DATE

DATE 
COMPLETED
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CROSS MANUFACTURING 
OVERLAND PARK, KANSAS

“John, you need to earn a red badge of courage” said Henry Migliore 
driving across Kansas with John Cross and his wife Patrice in 1980.  John 
had graduated from ORU in 1979 with a BS degree in Management.  
John would be graduated with an MBA from Arizona State University in 
Tempe, Arizona in 1982.  John is the son of Jim Cross, founder of Cross 
Manufacturing, Inc. in Lewis, Kansas.  John was returning to work in 
the family business.  The conversation in the car on a pleasant day had 
wondered through a number of trivial topics.  Migliore’s comment just 
came out of the blue.

Migliore had been a consultant for a number of family businesses 
for almost 20 years.  The family business has been the cornerstone of the 
American economy.  It provides the opportunity for the family to contrib-
ute to society.  It provides members of the family a career opportunity.

Every family business confronts both the opportunities and problems 
of weaving family members into the organization.  Migliore had tutored 
a number of younger family members in a wide variety of small family 
businesses.

The comment on the “red badge” got everyone’s attention.  Migliore 
had seen the difficulty of this transition from college into the company.  
One strategy is to work for another company and then come back to the 
family business.  In this case, John and Patrice wanted to come right into 
the company.  Nothing was resolved as they continued the trip to a com-
pany meeting.  Little did this threesome know what was on the horizon.  
After years in existence, Cross Manufacturing would find itself in bank-
ruptcy.  The survival of the company was in doubt.  At age 24, John Cross 
was given the charge to lead Cross Manufacturing out of bankruptcy in 
1982.  The rest is history.  John and Patrice Cross earned their “red badge 
of courage”.

On June 25, 1998, John was awarded the prestigious Ernest and Young 
Entrepreneur of the Year Award in the turnaround category.  In June 1999, 
Cross Manufacturing celebrated its 50th anniversary.

In a meeting in Overland Park, Kansas, July 2000,  Dr. Migliore 
asked John and Patrice “What is next for Cross Manufacturing?  How 
big should the company be in the year 2005?  How will the company for 
example, respond to the challenge of a cylinder being produced in China 
at a cheaper cost that can be sold in the U.S. markets at a much cheaper 
price?”  What would you recommend?
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Appendix --  The Cross Times,  1998.  Cross Technical Corner (p.34) 
  June 1991.

  Walking in Integrity

  Excellence, Fall 97 / Winter 98

  Selected pages from Cross 50th Anniversary calendar

  Notes from R. Henry Migliore

CROSS MANUFACTURING 
STRATEGIC PLAN OUTLINE

Cross Manufacturing has used and continues to use a planning, 
management, and control system.  The overall Cross plan follows this 
general outline.  

I. Executive Summary

II. Purpose

III. Environmental Analysis

IV. Strengths and Weaknesses

V. Assumptions

VI. Objectives

VII. Strategy

VIII. Problems/Alternatives/Action/Rewards/Summary
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IX. Support Plans

1) Marketing     5) Hays

2) Purchasing/Materials                          6) Lewis

3) Engineering/Capital Equipment Budget  7) Pratt

4) Finance                                       8) Quality

9) Environmental/Health/Safety

X. Appendix

1)  Culture Study

2)  Last Year’s Executive Summary

3)  Action Plans

4)  Articles

 Almanac of Financial Ratios

 Predicasts Forecasts

 Standard and Poor’s surveys

INDUSTRY AVERAGES (SIC CODE 3593)

(# of times ratio is to one) %   D&B 1998 ratios for 3593

Return on Sales  =  3.1 4.4

Current Ratio            =        2.6     2.1

Quick Ratio              =        1.5       1.1

Net Sales to Net Working Capital =        7.2              5.8

Coverage Ratio   =        1.8                    N/A

Asset to Sales           =        47.6      51.4%

Total Liability to Net Worth     =        2.1         115.0%

Major Competitors:

1)  Eaton:  In fluid power 58 years.
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2)  Energy Mfg.:  Customer satisfaction through high quality products is 
the driving force for this company

3)  Prince

4)  Vickers/Dana Corp.:  Driving force to couple fluid power with intelli-
gent technology; to improve machine capabilities, and operator com-
fort.  They want to lead the industry in the design of new technology.

5)  Parker Hannifin:  Ranked #1 in sales in the fluid power cylinders and 
actuators division.

6)  Hydroline

7)  Monarch

Key Customers:

Soo Tractor

Great Bend Manufacturing

Tru-Part

Sunflower

Deere and Company
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OVERALL OBJECTIVES 
(Illustrative - Not Actual Values)

OBJECTIVES

 PAST   NEXT  FIVE 
 PERFORMANCE  CURRENT  YEAR  YEARS

SALES 28.0 31.0 33.0 35.0 50.0

GROSS 
MARGIN 25.2% 26.3 % 27% 28% 30%

ON-TIME 
DELIVERY 85.6% 86.5% 90% 94.5% 98.5%

INVENTORY 
TURNOVER 5.7 6.0 6.0 7.0 8.0

A number of key strategies Cross has and continues to use include:

1)  Honor the Lord in all we do.

2)  Create the kind of work place that makes Cross Mfg. the employer of 
choice in Central Kansas.

3)  Provide a high quality product that creates value for the customer.

4)  Stay in hydraulic and farm equipment industry.

5)  Maintain strong finished goods standard stocking program.

Cross Manufacturing has had a Strategic Planning philosophy and 
process for over 20 years.  These are representative statements taken 
from actual Cross Support Plans.
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ENGINEERING MISSION STATEMENT

The Engineering Department is a staff function which provides pro-
fessional and technical services of an engineering nature for all Cross 
product lines and provides research and development studies, analysis 
and development programs, as required to meet the overall company 
objectives.

To glorify God by reflecting Christ in our assigned tasks or projects, 
and follow basic Biblical principles of honesty, integrity, honor others, be 
dependable, fair, patient, and consistent.  Treat all fairly, and maintain a 
safe, ethical, and discrimination-free work place.

Product Engineering Strategies

1.  Staff the Engineering department adequately with a competent and 
experienced staff.

2.  Procure pattern equipment for the new high pressure tie bolt cylin-
der.

3.  Conduct search for a new corrosion resistant coating that will be 
environmentally acceptable.

Manufacturing Engineering Strategies

1.  Ensure an experienced staff is always in place.

2.  Conduct a study to determine a less labor intensive process to finish 
inside dia. of 2” dia. and under tubes.

3.  Develop a program to reduce the solvents unused in the plant for 
cleaning paint related equipment.

4.  Study methods and procedures to reduce cost of pump and motor 
line with focus on gears.
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Prototype Department Strategies

1.  Maintain an experienced and dedicated staff with full engineering 
support.

2.  Maintain delivery lead times.

3.  Provide a high quality prototype.

FINANCE MISSION STATEMENT

It is the purpose of the Financial Department to interpret operations, 
past, present, and future, in terms of funds, profits, and financial condi-
tion.  We will be available to work with all plants and other departments 
involving any problems they may encounter with the system as it relates 
to our charge.

We will glorify God by reflecting Christ in every business transac-
tion, i.e. follow basic Biblical principles:  honesty, integrity, honors oth-
ers, be dependable, fair, patient, consistent: treat suppliers, employees, 
and customers fairly, and act in a professional manner at all times.

Finance Strategy

1.  Prepared job descriptions for accounts payable clerk and credit 
manager jobs.  When experienced, the employees can perform this 
work during normal working hours with adequate time available for 
problem solving, thus reducing overtime.

2.  Internal controls over the company assets are designed to provide 
adequate safeguards.

3.  Audit trails and procedures pertaining to support documents have 
been established to provide “tracks/edits” for verifying the validity 
of transactions.

4.  Training programs scheduled each year to provide necessary train-
ing to perform to job description.
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MARKETING MISSION STATEMENT

It is the purpose of the Marketing Department to market all our prod-
ucts to increase sales and income.  We will be available to work with all 
plants, departments, and vendors to meet the customers’ needs.

We will glorify God by reflecting Christ in every business transaction, 
i.e. follow basic Biblical principles of honesty, integrity, honors others, be 
dependable, fair, patient, consistent: treat suppliers, employees, and cus-
tomers fairly, and act in a professional manner at all times.

Marketing Strategy

A.  Customer Service

1.  Maintain actual versus forecast level and plan build schedules on all 
standard stock items.

2.  Continue to maintain adequate levels of valve finished goods inven-
tory.  Establish standard finished goods inventory for cylinders, pumps 
and motors.

B.  Sales Growth and Profitability

1.  Utilize Market Place CD ROM to establish listings for prospective  
mailings.

2.  Continue to improve product awareness with customers by publishing 
Communicator newsletter.

3.  Advertising focuses on new products with ads and press releases.

MATERIAL CONTROL MISSION STATEMENT

The Materials Control department will seek to purchase materials effec-
tively and timely for Cross Manufacturing, Inc. with top quality depend-
ability at competitive pricing to meet customer/production demands.
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We will glorify God by reflecting Christ in every business transac-
tion, i.e. follow basic Biblical principles of honesty, integrity, honors oth-
ers, be dependable, fair, patient, consistent: treat suppliers, employees, 
and customers fairly, and act in a professional manner at all times.

Material Control Strategy

1.  Be more customer focused, company wide including more visits to 
suppliers locations and continuously assessing and striving to better 
Cross material needs and requirements to meet customer demands.

2.  Be more teamwork focused, company wide.  Including more visits to 
plant locations.  Continuously assessing and striving to better Cross 
communication and requirements to meet plant demands.

3.  Improve purchasing methods by further exploring blanket order 
contracts, further utilizing Vendor schedules, and conduct study on 
EDI.

B. Quality

1.  Continue implementation and use of ISO9001 Policies and Procedures.

2.  Continue to keep suppliers and Quality Assurance manager informed 
of request for credit data and percentages.

C.  Financial Results

1.  Continue cycle counting program in FY2000.  Achieve sufficient accu-
racy levels to avoid having to take physical inventories in the future.

2.  Keep up-to-date records on cycle counting variances by month/
warehouse and analyze variance explanations.
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SAMPLE CROSS MANUFACTURING 
PLANT OBJECTIVES

(Illustrative - Not Actual Values)

A.  Customer Service
1.  Maintain on-time delivery ≥ targets

 Last Year Current Year Next Year Five Years

 86.5 90.0% 94.5% 98.5%

2.  Reduce customer complaints by 20% this year.

 Last Year Current Year Next Year Five Years

 N/A 20% 15% 10%

3.  Maintain competitive delivery lead-times.

B.  Quality 
1.  Reduce Cost of Quality by at least 10% each year (sales & interplant).

 Last Year Current Year Next Year Five Years

 72K/2.5% 71K/2.1% 59K/1.6% 42K/1%

2.  Be ISO9000 certified by September 2000.

C.  Financial Results
1. Operate within budget.

2. Improve consolidated gross margin percentage to ≥ targets:

 Last Year Current Year Next Year Five Years

 26.3% 27.5% 28.0% 30.0%

3.  Maintain capital spending within budgeted levels each year.

 Last Year Current Year Next Year Five Years

 $132,550 $175,512 $197,353 $229,500
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4.  Inventory turnover ≥ targets.

 Last Year Current Year Next Year Five Years

 6.0 6.0 7.0 8.0

D.  Productivity
1.   Increase productivity from 82% to 95% within 5 years.

 Last Year Current Year Next Year Five Years

 82% 86% 88% 95%

E.  Material Control
1.  Operate within Material Control budget.

 Last Year Current Year Next Year Five Years

 $53,000 $83,000 $90,000 $101,000

F.  Human Resources
1.  Maintain a labor turnover rate below 10%.

 Last Year Current Year Next Year Five Years

 20.5% 17.0% 10.0% 2% or 5%

G.  Loss Control/Safety
1.  Maintain full compliance with applicable laws and regulations.

2.  Reduce lost time of accidents by 50%.

 Last Year Current Year Next Year Five Years

 9 14 7 0

Question

How big should Cross Manufacturing be?  What is the right size for Cross 
Manufacturing?
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Alternatives Facing Cross

1)  Double size to 45-50 million with internal growth

2)  Double size to 45-50 million with external growth

3)  Stay in 25-30 million range

Recommended Course of Action

Alternative 3 - Steady, slow profitable growth is course of action current 
Cross Management now chooses.  What is your recommendation?

REWARD

Inventory Turnover          ≥   target

Gross Margin                             ≥   margin % target

Net Sales                                        ≥   sales target

Year 2000 meeting in semi-exotic resort and group bonus system plus 
individual reward.
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CONTINENTAL CAN
CASE STUDY

BACKGROUND 

PART I 

PART II

MAJOR PROBLEMS

Lack of planning/ Organization/ Coordination

Poor Performance

MINOR PROBLEMS

Equipment Breakdowns/High repair costs

Safety 

Morale

Sabotage 

Projects

Crowded Conditions

Production Control/ Scheduling

Repair Costs

New Product Introduction 

Marketing

Accounting

Ethics 

Integration

People
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Chicago Stockyards Case Study, 1968    
Part I

Background:
Continental Can Co.’s Chicago Stockyards Plant is located in 

Chicago’s near southside at 39th and Pershing, directly across the street 
from the infamous Chicago stockyards. The cattle and hog stockyards 
grew with the city of Chicago in the early 1900’s. Livestock from all over 
the United States was shipped to Chicago to be traded or slaughtered.  
Major companies built slaughter houses in the stockyards area. It was 
obvious, then, that it would be a wise move to have a can manufacturing 
plant as close to the packers as possible. This was the original purpose 
of the Continental Can Chicago Stockyards Plant;  to supply cans for the 
meat industry, the main market being in the South Chicago packers area.

During World War II, the stockyards and the can plant both flour-
ished.

Many ethic women in the neighborhood went to work in the can 
plant, performing many of the jobs traditionally done by men only in 
Continental Can’s other 165 manufacturing plants. It was unheard of in 
St. Louis and other plants for women to be press feeders for example.  At 
the Stockyards Plant 90 percent of  the press feeders were women. The 
main reason was that during World War II there weren’t enough men to 
do the jobs.

On the west side of the plant was a Polish neighborhood. Some 40 
percent of the workers were of Polish descent.  Most of them would walk 
to work.  An intense amount of pride and loyalty prevailed among the 
Polish.  They performed a good day’s work for a good day’s pay.  The 
neighborhood was clean and well kept.  A high sense of pride was always 
evident.

Surrounding the Continental plant were the Stockyards to the south, 
the Polish neighborhood to the west, the African American people living 
to the east, and to the north was the Irish neighborhood.. Almost 20 per-
cent of the work force at the plant was comprised of African Americans, 
with the remaining 80 percent being caucasian. The caucasians had 
migrated from the hills of  Missouri, Oklahoma, Arkansas, Tennessee, 
and Kentucky.

The Polish group were willing workers, and easy to manage.  The 
African American were despondent because of their social barriers, lack 
of education, and job understanding,.  The management of the group of  
employees who had migrated from the hills has been an issue in every 
industrial setting in which I have been involved, because of their low 
social ethic and work tradition . These three groups, because they shared a  
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common need for employment, found themselves working together.

A number of trade unions were involved with the approximately 
1,200 workers The United Steel Workers represented the bulk of the 
group .  The machinist group represented the groups in the machine 
shop.  Electricians were hired through an outside service, and did not 
actually belong to our work force. A general prosperity had prevailed in 
the stockyard area through about 1965.

As the country and rail system developed, the meat packers began 
moving closer to the other railheads at the point of delivery of the 
cattle, starting the general decline for the Chicago meat packers and 
Continental Can built a big can plant in Omaha to service that market.  
That and other business was lost by the stockyards plant.

With continued decline, survived of the plant was a problem. The 
plant ran at about three-quarter capacity through the middle 1960’s.  All 
Continental Can plants were generally organized according to the fol-
lowing organizational structure.

John Prieto was brought into the plant as plant manager early in 
1968.  -The plant was not running efficiently and was not earning up to 
its potential.  The division headquarters was faced with options whether 
to close the plant down and transfer the business to other Chicago area 
plants, or try to make the plant profitable.  The organizational structure 
had been depleted and was running with less than a full management 
team, as the decision was made from the top on the future of the plant.  

Prieto was given the decision and the opportunity to hand pick four 
or five managers throughout the company to come in and put the plant 
back on its feet. 

In late summer 1967,  I began talking with Prieto about coming in 
and taking over press manufacturing. At the time I was Chief Industrial 
Engineer of the Elwood Industrial Plant  In early October, I took the posi-
tion,  and arrived to take over in mid-October 1968.  When I arrived, the 
press department had been running leaderless for approximately four 
months. Scarcely any organizational structure existed.

The press department was the plant`s largest manufacturing entity.  
The plant was a multi-story, ancient building. Press manufacturing was 
done on three floors. Each was a separate, distinct entity.  About 30 com-
plete production lines were on the first floor .  The second floor housed 
the production equipment for supplying cans for packing ham ends.  
Some 40 production lines  that made tops for various other sizes of meat 
products such as Spam, etc., were on the third floor. Seven management 
personnel and 30 lead men managed this operation. When they came to 
work, they informally checked what had to be done and managed the 
operation on a day-to-day basis. 
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The department had long been running in the red. Various acts of 
sabotage had been committed on the third shift.  The first shift would 
come in to find equipment out of adjustment, wrenches left in dies, and 
compound mixtures diluted. Spoilage was running at almost double the 
standard rate.

Since the plant`s future had been in question over the past 10 years, 
each project or added piece of equipment was put on a temporary basis. 
The wiring for the second floor ham lines had been temporarily put in 
more than 10 years before and was still considered temporary when I 
arrived.  The work conditions were extremely dirty around the first-floor 
production lines. The production control department scheduled change-
overs and shipment at will, with little coordination with the manufactur-
ing entity.

I was to discover later that the accounting system was often incor-
rect and haphazardly handled. For example, I  traced down, one month, 
the spoilage charged to the department, and found that almost $1,000 of 
spoilage had been charged to the manufacturing operation owing to an 
accident at a customer`s plant in Henderson, Ky.

Some cost accountants had charged the spoilage into the press man-
ufacturing spoilage account just because it happened that it was the ends 
that had been spoiled.  The department had earned the distinction of 
leading the entire company in 1967  in repair costs. The costs for repair-
ing, mending, and installing broken and worn parts was about $250,000. 
Worker morale was very low.  A high degree of frustration and a lack of 
sense of accomplishment were apparent.

When I agreed to take the job, I was given almost free rein, the only 
condition that I made upon accepting it.  I was confident and  didn`t want 
someone constantly looking over my shoulder at every move I made.   
Prieto and Dick Griffith were startled when I made this a condition of 
accepting of the job, but agreed to my terms. 

What would you do if you were in my shoes.
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CONTINENTAL CAN PART II

The first thing I did upon taking over the head of press manufactur-
ing was to get a grasp of what was going on and earn the people’s confi-
dence.  I talked informally with as many people as I could those first few 
weeks.  I took each management member out to dinner and spent time 
listening and explaining my managerial philosophy. Late in October I set 
up a general machine-cleaning and housekeeping project.  The objec-
tive was more than just cleaning house; it was making a psychological 
impact. A new management regime was beginning. I brought in each 
production-line head. The objective of that first weekend was to get the 
key management team, the lead men, and the maintainers who headed 
each production line, tuned in to a new management philosophy; We 
spent that full Saturday having each maintainer go thorough and check 
out his production equipment, cleaning up the main working parts, and 
generally making sure his work area was well organized and presentable.  
I moved from man to man, generally encouraging, communicating, and 
listening, and in the best way I knew how, letting the team know that we 
were moving ahead. This program was well received.  Incidentally each 
maintainer received time-and a half-for his day’s work.

The next week I added four men to the third-shift crew to begin a 
methodical painting of the equipment.  The lifeblood of the manufactur-
ing organization is its equipment.  It goes back to the philosophy of the 
Golden West that your horse is your most important asset, and you’d 
better take care of it. Having established a professional attitude, we 
addressed what I considered to be the major problems. (This assessment 
came from input of all involved.)   By early November we identified:  (1)  
lack of planning, organization and clearly established objectives;  (2)  high 
equipment breakage and repairs;  (3)  poor manufacturing efficiency;  (4)  
a poor attitude, and a poor co-ordination with other plant departments, 
especially production control.

The following is a list of  problems and how we dealt with them:

Problem 1- Poor Organization/Planing/Coordination
We organized the department into two subunits.  The first floor was 

organized into a department called round press.  The second and third 
floors were combined and called the oblong press department.  A man-
ager from the ranks was put in charge of both of those departments.  Each 
of these department heads reported to me.
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An overall plan was developed with support plans.They had foremen 
and lead men reporting to them.

Problem 2 - Equipment Breakage and High Repair Costs.
One cause of a high incidence of breakage was the lack of training 

and the attitude on the part of the maintenance personnel.  The general 
cleanup was the start of solving this problem.  A training program was 
set up for every maintainer in the department.  Part of the program was 
to develop a properly functioning maintenance program.  The heads 
of both round and oblong press were given the assignment to develop 
the program.  Company engineers had developed proper preventive-
maintenance programs used companywide, but they were not being 
used properly in this instance.  We developed the procedures to imple-
ment this program, along with workable modifications.  A check -main-
tenance and running-maintenance program was established. Monthly 
problem-solving meetings with the maintainers helped to identify the 
problem and get these programs going.  An excellent training director in 
the work force taught the maintainers and brought them up to date on 
proper preventive checks and running maintenance.  We also had special 
training sessions on equipment adjustment and proper die-setting pro-
cedures.  Goals and objectives were negotiated with the maintainers on 
the expected level of performance for the 1968 budget year.  We set an 
objective: Cut repair costs in half in 1968.

Problem 3 - Safety
I set up a safety and housekeeping committee.  A member of man-

agement, a union member, a rank-and-file blue-collar worker, and I 
would make a monthly safety tour.  The purpose here was twofold:  (1)  
let the people know that I cared about them and their welfare; and  (2)   
cut down on the high accident rate.  Each month, as we made this tour, 
we would carry work orders with us on a clipboard and either I or the 
management team member would make out the work orders to repair 
broken conduit,  exposed lines, or improperly set guards.  This was 
strongly emphasized.  Goals on the accident rate were set in monthly 
group meetings.  It was at this same time that Prieto set up a plant-wide 
goal to work a million man-hours successfully.  Prieto purchased a home 
first-aid kit for every employee in the plant to encourage success.

Problem 4 - Morale
Attitudes began to change as the workers began to sense that work 

could be organized and the department run efficiently.  The Polish people 
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were quick to respond to and support my new regime.  The blacks 
maintained a “let’s wait and see” attitude. To my knowledge, I was not 
discriminatory and gave them no reason not support me.  One of the key 
black leaders came in during the early months and paid me what turned 
out to be a pretty fair compliment.  He said that I was consistent, “that I 
was  equally tough on everyone. “  When the job was not done correctly.

During those early months we fired 28 persons.  We had people 
working for us who had posted bond for murder, were dope addicts, 
and were basically non-productive malcontents.  Most had not com-
pleted their apprenticeship in the union and were fairly easy to discharge 
without stiff union opposition.  The Polish workers seemed to like this 
because they didn’t like the people who were fired.  They were dismissed 
because of nonperformance, not because of race, color, or creed.   We put 
heavy pressure on nonproducers. 

The management team was introduced to MBO, which wasn’t par-
ticularly accepted in the early stages.  Late in 1967, as we were having 
difficulty getting goals set, I called the management team together. On a 
Saturday morning I basically gave them the option of staying on the job 
with MBO or being put into some other activity.   It was obvious that I 
was out of patience and meant business. I believe I finally won their con-
fidence and we moved forward.  We set up what would be considered a 
standard, blue-collar MBO program as outlined in my book, MBO: Blue 
Collar to Top Executive.  

Each manager and foreman  had his particular objectives to work 
toward.  The objectives and goals were clearly identified and communi-
cated to the work force.  The standard communication feedback proce-
dures were supplied to workers as we moved toward attainment of the 
goal.  The actual 1970 press manufacturing plan is shown in Appendix A.

As efficiency improved, repairs declined, and the general organiza-
tion started moving forward,  I started an intense motivational campaign 
aimed at running in the black for the first time.  It was a subject that was 
brought up frequently.  What I wanted was to let people gain self-confi-
dence in their own ability and in my ability to manage effectively.  It was, 
in effect, a struggle for the credibility of our new management regime.

That was the year Joe Namath had predicted that the Jets would beat 
the Colts in the Super Bowl.  I used the Namath example again and again 
saying that we would run in the black within six months. Mid-April, then, 
was published as the goal.  Since the organization hadn’t run in the black 
for years, that idea was not taken seriously by about half the people in 
the organization.  As we began to get close, we were impatient to finally 
get our toe over the line to establish momentum.  By early February, I 
thought we 
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were close enough for me to juggle the books and create our first black 
week that month. I had giant 8 by 5-foot congratulatory letters printed to 
hang on the bulletin board, developed documents, and laid out a celebra-
tion plan for the third week in February.  We were  legitimately close that 
second week, but not really close enough to run in the black. 

As I recall, a legitimate variable cost statement would have shown 
about a 5 percent red statement.  I charged out various hours to preven-
tive maintenance, training, and other activities so that we would run 1 
percent in the black.  The only other person aware of this bit of chicanery 
was Wanda, the production reporter. She had been on the same job for 45 
years, and was a warm friend.  We had a giant celebration, bought coffee 
and rolls, and in effect,  took credit for a big victory.  The organization 
was so big that an individual member couldn’t necessarily know that his 
production line hadn’t run that much better.  I suppose they assumed 
that the other production lines did.

What that did was ignite the fuse I had been looking for.  We started 
a string of 10 straight legitimate black weeks.  Those 10 weeks were like 
an old time Oklahoma football season.  Everyone in the company heard 
of the accomplishment and called, wrote, and visited.  I passed the glory 
on to the people and they loved it.

Soon managers from other press departments were visiting to learn 
how we turned the operations around.

Problem 5 -Sabotage
Sabotage on the third shift got so bad by mid-1968 that we hired a 

private investigator.  He went to work on the third shift and assumed an  
identity with the workers on the third shift.  He got in with the “gang”.  
He reported the incidents and collected evidence for us.  We learned 
that two employees were the ring leaders in this particular action.  We 
gathered the evidence and worked closely with Industrial Relations.  We 
determined we had a case good enough to warrant discharge.  I came in 
with the assistant plant manager, Frank Sudholt, on the third shift during 
the summer, and we suspended both employees.  The union obviously 
backed the employees. We began the long struggle through the various 
grievance stages, and it appeared the case was going to arbitration.

As arbitration neared, we began to run into problems with the inves-
tigative firm.  In arbitration  the actual witnesses are subpoenaed and 
brought before the arbitrator.  The detective agency reminded us that it 
had contracted to supply information, but would not interpret that contract 
to mean that their man would have to go on the witness stand.  Obviously 
reprisals were feared, and of course the detective’s identity would  
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be revealed. We then realized that our case would not stand up in arbi-
tration.  

By refusing to arbitrate, we had to fully reinstate both employees at 
full pay and benefits.  This was painful, but one must play by the rules. 
This naturally had an effect on morale, but not overwhelmingly.  We did, 
however, stop the sabotage and the third shift became more productive.

For me it was a bitter defeat.  As a former high school and college 
athlete, winning is ingrained in my spirit.  As it turned out perhaps we 
lost the battle but won the war.  There was an overwhelming show of 
support from the workforce.  The honest, hardworking people were glad 
to see that someone  would  take a tough stand.

Problem 6 - Projects
The opportunities and problems that began to face us in the summer 

of 1969 included the handling of  research-and-development projects.  
Continental Can’s Central Can Making R & D Center was at nearby 69th 
at Racine .  All projects must be brought into full manufacturing through 
a series of phases.  The research and development personnel must work 
closely with a manufacturing unit.  Our plant was nearby and the lack of 
full capacity made it ideal for R & D to experiment on our equipment.  As 
long as there were not many projects, it became a good means of making 
money (there would be a dollar transfer of credit for supplying labor  and 
a contribution to overhead for using our equipment).

What happened, however , in the summer of 1969, was that we ended 
up with the following projects:  (1)  an airline’s new coffee can,  (2)  the 
cheese can for U.S. soldiers in Vietnam, and  (3)  the new equipment and 
manufacturing techniques for making easy-open coffee, nut, and tobacco 
cans.  This research overload became a big problem.  We got so many 
projects going that we tied up too many key people during the summer 
vacation months, and it made normal manufacturing efficiency.  Note 
the graph.

Problem 7 - Crowded Conditions
Part of the management-by-objectives goal-setting system gave us the 

opportunity to move ahead on numerous improvement  projects.  We nego-
tiated objectives and agreements with production control and the main-
tenance shop to shut down the second-floor ham equipment to complete 
the temporary wiring.  We also set goals and began moving some of the 
second-floor equipment to the first floor.  Unfortunately, this was the only 
place there was  room to move that equipment.  An engineering consult-
ing report had indicated that the second floor would not support the heavy  
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equipment and constant pounding much longer.  We were faced with the 
expensive necessity of a complete reorganization of the equipment lay-
out.  After much hard work, we developed a plan for the relocation of this 
equipment, and  began that project through 1969. An employee commit-
tee made recommendations to the consulting firm and our management 
on the new lay out. They had many fine ideas and one women found an 
apparent flow in the plant that was corrected. That project had been half 
completed by the time I left in August 1970.

Problem 8 - Production-Control Scheduling
I had learned, as a staff head responsible for industrial engineering 

and long range planning at the Elwood Industry plant, some of the natu-
ral  hedging that takes place in production control.  Production control is 
responsible for warehousing costs, and a long production run increases 
the department’s cost.  Production control naturally aspied to keep 
the production run short and make direct shipments to the customers, 
thereby keeping product out of the warehouse.  We cut the line change-
overs in half at Elwood when we forced production control to establish 
goals and guidelines to maintain delivery and keep warehousing costs at 
a minimum.  

I became actively involved in the setting of objectives with produc-
tion control to avoid being forced into to many unnecessary changeovers.  
Each changeover  would required 8 to 20 hours to get the line back into 
production.  The industrial engineering  standard  for a die change, for 
example, gave the department credit for about 3.5 hours.  The curlers and 
other equipment gave it about 6 line hours and perhaps 15 to 18 man-
hours.  Only through the generation of standard line-hours could we 
earn spoilage materials and other dollars.  To compound this changeover 
problem, we have found that many of the smashed  dies came through 
the improper setting.  What    does     this mean? We were exchang-
ing a few dollars in warehousing costs for the tremendous expense of 
actual production downtime, repair costs, and repair material generated 
through increased frequency of die-change problems.

As every experienced person in manufacturing knows,  a production 
line never comes out of change hour on schedule. This many increased 
changeovers and was an even bigger problem, than it appeared on the 
surface. We were able to get the line changeover cut down.  This also help 
reduces repair costs.  

Problem 9 -Repair Costs
As stated earlier, the first stage of halving the $250,000 repair costs was  
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the maintainer-training program.  Through increased worker skills we 
hoped to reduce broken equipment and downtime.  We also institututed 
a rigorous preventive-maintenance program on the equipment.  We did 
not use sophisticated methods to determine frequency of preventive 
maintenance, but gathered an information base that indicated how often 
preventive maintenance should be pulled on the equipment.  

For example, the Minster presses required a preventive maintenance 
check once every  seven days.  I had learned through my experience 
that the nesting pins would likely have a high frequency of breaking 
between the eighth and the tenth day. When the nesting pins broke, 
anywhere from $10,00 to $50,000 damage would be suffered.  Preventive 
maintenance obviously cost one full day’s production on each piece of 
equipment every seventh day, but it had a tremendous effect on repair 
costs.  In the long run, we got as much production time as before when 
the machine would be broken down and being repaired at the same time. 

The equipment needed preventive-maintenance checks according 
to a set schedule. Goals and objectives were established.  The follow-
ing pictures shows the method of scheduling and feedback.  Notice the 
ugly wolf picture in the corner.  This exemplified my attitude toward the 
preventive-maintenance and maintenance programs.  It basically boiled 
down to : If you don’t want to tangle with the bull, (me) you’d better get 
your preventive maintenance done.   The next procedure was to device 
a setup  when installing a die.  Note the copy of the actual form used on 
the following page.  

I worked with the foremen and the maintenance men so that they 
could develop this procedure.  I knew what had to be done, but realized 
that if I developed it, they would never do it.  I let them developed it and 
then challenged them to make it work.  As a result, in 1969 we cut repair 
costs down to $110,000.  

Problem 10 -People problems
Although the management team functioned much better, we still 

had problems.  The basic attitude of most of the management team was 
a very strong “Let’s see what happens”.   I had the opportunity to bring 
two new men on board. They were both younger, eager men and quite 
capable.  One I brought up from St. Louis where he had worked with me 
and had seen how we had used management by objectives and knowl-
edge of results.  Please refer to chapter 6 in my book,  MBO: Blue Collar to 
Top Executives, for a description of how that program was installed.  This 
man was a great help in helping get the same type of program installed in 
the stockyards plant.  Owing to the short time I was there, the stockyard 
program was not setup as well and in as much depth as the St. Louis 
program. 



330

Strategic Planning and Management

The problem was that four levels of management lay between me and 
the blue collar worker.  Obviously, when you have three management lev-
els below you, It takes time to get this programs down to their lowest level . 
Incidentally, I have learned during the last 25 years how to reduce this time 
considerably. The older foremen and department staff did not formally 
greet the young additions to the team. I learned a valuable lesson. I had 
hired the lower-level management persons. What I should had done was 
have this new men screened by the men they were to report to, and allow 
them to pick the men who would be working for them. That would have 
assure their backing of the choices and a commitment to their success. 

As every experienced line executive knows, there is a tendency to let 
the boss stew in his own juice if he (the subordinate) is not committed. I 
had let myself get caught in the stew.  

Let me cite one example of the competence displayed by one of the 
young men. I made him totally responsible for spoilage. In management  
thinking this would be analogous to a one-man matrix organization.  He 
established a plan and carried it out. Spoilage was reduced to acceptable 
levels within about six weeks. This action was taken only after the normal 
line channels had failed to achieve any acceptable improvements.  I made 
a big mistake in one meeting when I criticized a maintainer  “Dago A1” 
they called him in front of the whole group. I have sense learned “praise 
in public, criticize in private”. It took a big time to repair my relationship 
with all.

Problem 11 - The Summer of 1970 / New product 
In the early spring of 1970, I had become deeply involved as a consul-

tant with Fred Rudge,  an independent consultant in New York City.  We 
had worked together in many different kinds of projects. We had worked 
closely in the Clearing Industrial District  (See pages 37-51, 71-93 of is 
book, Productivity Improvement, The key to increased production).  He began  
talking to me about working fulltime with him.  I had received an offer 
from one of my former bosses to become corporate manager of industrial 
engineering for Central Can Co. The rumor mill buzzed that my next move 
with Continental was to become the liaison between manufacturing and 
marketing at the corporate level in New York 

At age 30, I was flattered, but had started to become restless in my 
spirit.  The  stockyards plant had pulled out  of a hole.  It was running 
at maximum capacity. Production lines were running that had not been 
active in 10 years. New training programs were upgrading the needed 
technical help.  Half of the relocation programs were still to go, as we 
launched a major training effort for more competent people.   There was a 
severe shortage of electricians and we solved the problem. I felt I had done 
the job I had been brought there to do.
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We decided to move to Tulsa Oklahoma in August 1970 to begin a 
career academia.  I announced my intention of leave Continental in May. 
I had planned to join Fred Rudge for a month of work in July, and then 
get started in Tulsa in August.  My boss at Continental Can  urged me 
to stay during the summer to move organization through another set of 
problems.  I didn`t want to, but felt an obligation to do everything I could. 
It was a tough, hard summer, but we made it.

The chief problem that summer ended up being the Keep Cool can, 
promised for Andy Granatelli.  I learned of the project while driving 
down the Dan Ryan Expressway one day in late February. Someone 
on the radio was announcing the product and promising consumers it 
would be on the shelf for the hot summer months around Memorial Day.     

I remember thinking, “That`s going to be some kind of  project;  I 
wonder who is going to get stuck making it?”   I learned a few days later 
that I was the stuckee.  The sales people had promised delivery on a can 
that hadn`t even been through research and development, had no tool-
ing and equipment with which to make it. A grueling  period was ahead.

We finally made delivery in late July.  It took almost all the resources 
of the 50th-biggest corporation in the country to pull it off.  I spent the 
Fourth of July with 20 of the leading research, mathematical, and equip-
ment specialists the company could muster. The mood of the meeting 
was hostile.  We had all been thrown together at the last minute to solve 
some complex mechanical problems, and getting the equipment into 
production on a personal note we had scheduled a family vocation and 
planned to leave after work that friday. My wife Mari had our Station 
Wagon     when I arrived home and announced we couldn’t go. We finally 
solved the problem.  It basically boiled down to new tooling in some 
equipment  that  was not made to house the tooling.

Slack in the cams and gears caused a buildup  of centrifugal  force in 
rotating parts of the production process.  It was an interesting combina-
tion of the buildup of centrifugal force, a certain base weight of alumin-
ium that had a particular grain that when all combined, would present a 
situation where there would be a leak. 

It had taken a full six to eight weeks of around-the-clock work to nail 
down these variables.  We had wasted the first four weeks using stopgap 
and nickel-and-dime procedures.  We finally realized, after a month of 
all-out effort, that we were going in circles.

During this entire process, we had a tremendous amount of pressure 
from the corporate office.  Granatelli was raising the roof because he 
was spending a fortune advertising a product that wasn`t on the shelf. 
Marketing has a lot of clout and was causing a ruckus in head office.  All  
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head office cares about is results.  Unfortunately, we were given the task 
to have those ends manufactured by Memorial Day.  Again, that`s just the 
way the game is played.  I am sure that at higher levels of the company, 
my record is somewhat tarnished for not having met that deadline.

When I had submitted my resignation, I knew nothing of the upcom-
ing project and the grueling summer ahead. Many times I thought 
through how different all would have been had I bailed out and been 
involved with Fred in some of the glory work in New York City.  Instead 
of the glory, I was in the trenches in Chicago.  How my wife Mari and the 
children survived, I know not.

Problem 12 - Marketing
The solution of the marketing problem was in productivity. Our 

grand scheme was to make the plant productive and profitable.  We then 
used that as a lever to show the division office that we could competently 
handle new orders.  Our strategy was to go after the Michigan fruit and 
berry business, specialty orders, and government business.  We were 
converting capacity to pick up this new business. Top management went 
with us and started moving this business in. This necessitated acquisition 
of the latest technology available in can making.  We had six brand-new 
production lines.  Four of these were installed after I arrived. We were 
making this specialty products from our Chicago Stockyards plant.

We got the business because we proved we could produce, and the 
plant was only a mile from the Dan Ryan expressway.  The Dan Ryan 
and the Calumet expressway provided a fast, easy four- to six- lane  shot 
into Michigan and all of the  profitable canneries.  We continued mak-
ing the ham cans and sending them into other parts of the country.  The 
overhaul program, preventive maintenance, and lubrication programs 
had increased the capacity of the ham lines by a full 25 percent.   The 
plant was running seven days a week on the ham lines when I came, 
and was still running that way when I left. The demand for  ham cans in 
that section of the country was insatiable. We could sell everything we 
could make.  With a 25 percent increase in productivity, all the gains were 
gravy.  Since it was a profitable item, it obviously added tremendously  
to the profitability of the plant and generated handsome increases in 
standard line hours.

The third-floor press had brought in the new cheese can and had 
taken it through research stages.  This provided another new product.  
Our marketing plan paid off.  We got new profitable business which 
generated new opportunities and new capacities.

Problem 13  - Accounting
I found many mistakes during my stay there which plant, on how  
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labor, spoilage, and materials were charged.  I would say the statements 
were 90 percent accurate, but I always suspected problems.  One thing 
I never could get to the bottom of was a $ 10,000 loss in litho materials.  
During the previous year we had used a certain dollar for coatings in the 
seam of the end.  The next year we had used 10,000 more dollars.  The 
price hadn’t changed, and to the best of my knowledge, our equipment 
settings hadn’t changed.  It is highly unlikely that this product could be 
stolen and resold.  I never felt the accounting people did the right kind of 
a job to try  to track down the answer. Perhaps the supplier over billed us.

The old equipment, to my knowledge, had been almost fully depreci-
ated. It was obviously combined to make an asset base with the new equip-
ment that was brought in.  I don’t have information on the profitability of 
the plant.  My management bonus the last year 17 percent of my annual 
salary, which is an indication that we were having a pretty profitable year.

Problem 14 - Ethical Problems
I saw a lot of ethical problems.  It seemed to me that every political 

and social group was shaking down every organization in the district for 
pledges to support all kinds of things from parades to annual parties. A 
threat always seemed to underlie failure to contribute to  any of these 
projects.  We seemed to dole the cash out, no questions asked, whenever 
requested.  The rail crews had interesting ways of shaking down different 
parts of the organization.  If a proper cache of whiskey and other embel-
lishments was not conveniently left, needed rail switchings wouldn’t take 
place.  The situation once became so bad we couldn’t get rail cars moved 
for any reason. 

We protested to the railroad management, which had very little 
power over the “mistakes” made at the lowest levels. One of my foreman 
who had worked in the plant for years said “Let me take care of this”. 
Reluctantly I said “Ok”. Rail pickup and deliveries were never a problem 
again. I never asked what he did.

There was the ever-present evidence of the Chicago underworld.  I 
was not new to this since I saw how it worked a few years earlier at Plant 5 
on the other side of Chicago.  A daily and nightly fence of stolen materials 
was going on throughout the whole south side of Chicago.  The syndicate 
character’s took orders and delivered contraband almost at will in the 
locker rooms, parking lots, and other areas.

One day as I was coming to work and listening to the radio, the 
announcer told about a Shaeffer pen truck that had been hijacked with all 
the pens stolen.  When I got to work at 6:45 a.m., the union steward walked 
up and handed me a package of about 50 $3 Shaeffer pens.  He asked me 
if I wanted a bargain for $1.
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I heard stories of custom delivery of stolen automobiles down to the 
color, engine size, and accessories.  The bookies and numbers men were 
active all over the place.  I could not and did not do anything about this 
situation.  All I did was refuse to purchase all the bargains that were con-
stantly available.  I tried to set an example that even though these items 
were highly tempting, it wasn’t really right to become involved.  I can’t 
say that example rubbed off on anyone

I was offered a wad of bills as “thanks” and a “ consulting fee” from 
a company trying to persuade us to go to its product.  We had been 
deeply involved in testing three major competitors for more than a three 
months.  Ironically, we had just about decided to take its product anyway.  
I didn’t accept the money, but suggested that it might have a good effect 
on the people if they put on a grand feed for the troops.  It would help 
them be in a good mood to be sure that their new product was successful.

I will never forget leading that army of blue-collar mechanics into 
the second-floor ballroom of one of the South side’s posher spots.  I had 
let them reserve the entire second floor because I didn’t want that mob 
exposed to the public, both for our protection and the protection of the 
public.  I don’t even want to discuss the outcome of the party.  Let’s just 
say the wine flowed and the food was enjoyed by all.  It  reminded me of 
what it must have been like when the Vikings conquered a new country, 
and hungrily ravaged everything in sight after a year at sea.

Of course, the whole episode had a marked effect on morale.  The 
troops generally conceded that I had been the one to make sure the grand 
party took place.  In that social climate, anytime your “beat the system,” 
to use current parlance, that was status.  I didn’t feel it was wrong for the 
company to stage  the big party.  Naturally, it would have been wrong if 
I had stuffed the money in my pocket.

        

Problem 15 - Integrating the Workforce  
I was assigned to a three-man  committee in the Chicago area to set 

up a program for bringing hard-core unemployed blacks into the job 
market.  To shorten the story, we had psychologists identify 40 incorri-
gibles for us, hired a university to train them to eat in a cafeteria, read bus 
schedules, and become trained in how to work for manufacturing.  Some 
80 percent of those hired didn’t make it, but 20 percent did.  

I will never forget one fellow who worked for me; ugly, dirty, filthy, 
foul-mouthed, and contemptible he was when he reported for work.  He 
cried when I left, and made my rounds thanking each person.  He had truly 
become a changed young man. He and I butted heads on a regular and 
steady basis. It was because  of this, I’m, sure, that he learned to trust me  
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and made a man of himself.  I am proud, as I look back, to have had a 
positive effect on one person’s life. I ran into him seven years later when 
I had  dropped in to see friends, and he was still progressing very well 
and was pleased to see me.  

CONCLUSION
At the risk of immodesty, the day  I left, all production lines shut 

down at approximately  2:30 pm and a great crowd gathered outside my 
office.  The troops presented me with a TV set and made some speeches.  
I was touched.  All the women and at least a third of the men was openly 
crying as I  walked out that door with a heavy heart.

As I walked to my car in the parking lot I couldn’t look back.  I too 
was shocked with emotion.  I can remember walking across the park-
ing lot, hardly believing that  I was leaving what seemed to have been 
an empire that we had built.  When we packed up and headed for 
Oklahoma, I left with  a cheerful heart and a happy, expectant attitude.  I 
didn’t know what to expect, had never taught a college course, and most 
certainly had a lot to learn.

As the years went by I always come back and visited the plant. Sadly 
the new environmental laws on air pollution made it economically unfea-
sible to operate the plant a few years later. The cost to comply was just 
too expensive. It was cheaper for Continental Can to move the business 
to other Continental plants.

Now the operation was 25 percent of plant capacity. As I walked 
through the plant on a chilly day the mountains seemed cold and lifeless. 
Many sections of  the plant had little lighting.

My memory recalled these cold quiet isles at one time were  bustling 
with activity.......... As I look back I can see business has its cycles.

I’m grateful for the experience. As the 67 Colts who won the Super 
Bowl I felt like we won our big game....

If you were my replacement, what would you do?
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SUPPLY CHAIN MANAGEMENT 
PURCHASING / INVENTORY /  

MATERIALS

ABSTRACT
This is an approach to the development of the Supply Chain 

Management Strategic Plan.  It emphasizes coordination with the pur-
chasing, production and marketing plans.  It introduces the concept of 
strategic thinking for supply chain integration.  Each participant will 
develop a plan for his or her responsible area.

Purchasing and Materials Management plays an increasingly impor-
tant role in the performance of a firm with many facets to consider.  This 
is evident from the pursuit of the best value when selecting suppliers, 
establishing quality standards, to negotiating payment terms that best 
affect a firm’s cash flow.  A 1996 study reported 82.78 percent of 242 
Southeastern firms reporting, Purchasing and Materials Management, 
had some level of involvement in Corporate Strategic Planning (Ferguson, 
1996).  Since this particular function can be such an intricate factor, long-
range functional planning can create a competitive advantage for the 
firm who masters it.

A recent reader survey conducted by the National Association of 
Purchasing Management (NAPM) indicated one of the developing trends 
in the industry was the growing importance of Supply Chain Strategic 
Planning.  (Savoie, 1998)

The Strategic Planning/Management Model
Just as important as knowing where you want to go is having a way to 

get there.  The Strategic Planning/MBO model as presented in Strategic 
Planning and Management  (Migliore, 1994) provides such a road map, 
whether for the overall organization or operational.  It is necessary that 
the overall strategic plan of the company be established before attempt-
ing to develop a plan for a specific functional area.  The reasoning for this 
is the functional plan should directly support the larger plan.  Ideally and 
in many companies, Purchasing and Material Management will have an 
active role in the creation of the overall plan.  (See Figure 1.)

Readings
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Step 1: Developing the Purpose or Mission
“Supply Chain Management doesn’t work if you don’t have the right people 

involved, with the right strategic vision to look at the supply chain from a total 
process perspective.”  (Isikoff, 1998)

The purpose or mission statement of a Supply Chain Management 
Plan defines and describes the role played by the department.  It states 
the department’s reason for being, that is, the service provided to the orga-
nization by the department.  This statement, though conceptually simple, 
provides the basis for the plan as well as a reference for decision making.  
An example of such a statement is presented in Example 1.

Example 1: Ferro Union Purchasing Purpose Statement
Purchasing Material for processing and distribution from suppliers at proven 

quality and service records at price levels, which will ensure competitive place-
ment in our market.  This particular statement ensures price will not be the only 
criteria assessed, but also quality and service records will be combined to focus on 
the overall value rather than merely price.

See Appendix A for more purpose statements.

Step 2: Environmental Analysis 
The environmental analysis helps set the stage for subsequent steps.  

Fortunately purchasing is positioned well to perform environmental 
analysis.  “Due to purchasing’s external interaction, the function occu-
pies a unique position for monitoring the external environment on a 
macro and a micro level. Purchasing can monitor the company’s external 
environment for competitive advantages/disadvantages by providing 
input on forecasted supply market changes, which may result in supply 
advantages or disadvantages. On the micro level, purchasing provides 
input on specific suppliers, materials, and potential supply problems.”  
(Ferguson, 1996)

Some items to consider are:

1. Economic Trends - There are those who believe the economy is 
headed for a downturn after more than eight consecutive years of 
expansion (Kiplinger, 1998).

2.  Emerging Technologies - New products and services, internally 
and externally, can improve, supplement, or speed obsolescence of 
current inventories or commitments.  New Technologies may also 
affect the distribution channels.  With new technology provided 
through the computer, electronic data interchanges have become 
common.  More recently, purchasing over the Internet has fostered  
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 a great deal of attention, especially with the pursuit of purchasing 
standards (Cronin, 1997).

3.  Mark IV Automotive watches not only the commodities they use, 
but also the commodities their suppliers use.  This attention has 
allowed them to identify periods when a supplier price reduction 
was appropriate and has been used as a negotiation tool to acquire 
lower prices.

4.  Government/Regulatory Trends - The regulatory environment 
plays a very large role in many organizations.  This is especially 
true for government contractors and subcontractors.  For example, 
strengthened or weakened affirmative action supplier require-
ments may further restrict or allow a greater degree of freedom in 
selecting suppliers.

5.  Labor Agreements - Purchasing professionals must keep current 
on labor agreements affecting their suppliers and other external 
companies like transportation.

6.  Expected quality levels - When searching for new suppliers for 
current or new product, it is wise to choose suppliers with docu-
mented business quality plans which have been regularly adhered 
to ensuring long term dependable performance.  There are many 
suppliers in today’s market with ISO certification, which proves 
their own level and commitment to continuous improvement.

7.  Business Cycles - Traditional business cycle theory of expansion, 
peak, contraction, and recession should be incorporated in the 
environmental analysis as economic indicators apply to your spe-
cific business.

Cross Manufacturing, Overland Park, Kansas uses cycle forecasting 
to predict economic trends.  Over the past 15 years the cycle forecasting 
model has been very accurate.

Step 3: Strengths and Weaknesses
A compilation of internal strengths and weaknesses allows the firm 

to strengthen its competence and address potentially self-inflicted bar-
riers.  This examination should look not only within the Supply Chain 
Management group but also at the other functional groups within the 
firm whose performances could affect the outcome of the functional 
plan.  Functional areas of responsibility must create a supportive plan 
for the entire company’s strategic plan.  In some cases, the Supply Chain 
Management Group may be unable to address a particular weakness. In 
such cases, a collaborative effort between functions is necessary.
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Step 4: Assumption
Unfortunately, the most thorough of environmental and internal 

analysis of the past and current situations cannot predict the future. 
Therefore, it is necessary to make certain assumptions about things out-
side the firm’s control that could have a significant effect on the outcome 
of your plan. For this particular step, your plan should identify several 
factors over which you have no control. This will allow you to incorporate 
this later in the strategy and operational planning stages. For example, 
if a commodity type material experiences wide price fluctuations dur-
ing a time period, your plan should allow for a marketing adjustment 
(example: sell less/more of this family of parts, or increase/decrease sales 
price thereby changing the product mix necessary to sustain profits or 
capitalize on positive fluctuations.)

Examples of assumptions made in the Mark IV plan:

1.  The prices for linerboard have reached their bottom, so price increases of 
4-6 percent are expected in 1999.

2.  Sales growth for auto filters belts and hoses will continue at a 6 percent per 
year pace.

3.  Petroleum related products would continue to have soft prices throughout 
1999 due to low oil prices.

Examples of assumptions made in the ASEC plan:

1.  Foreign exchange rates are assumed at certain levels for the development of 
standard cost internationally.

2.  Assume legislation requiring catalytic after treatment of vehicle exhaust 
will remain in place and strengthen over time requiring technological 
advancements. 

3.  In purchasing, it must be assumed the forecasts provided by marketing 
environmental analysis are correct.  The favorable PPV (Purchase Price 
Variance) is based on controlled savings per unit but variations in demand 
volumes will affect total PPV for all material.

Step 5: Objectives
In establishing objectives for Supply Chain Management, we begin 

at the highest level of the strategic planning process. Here we first devel-
op specific, measurable goals necessary to support the overall objectives 
of the firm, which are identified in the corporate strategic plan.
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Examples of key supply chain areas are:

1.  Delivery performance of suppliers as well as to customers.  

2.  Inventory levels and turns of not only your raw materials, Work in 
Process (WIP), Finished Goods (F.G.), but also that of your suppli-
ers and customers. It is not enough for our firm to use JIT manu-
facturing techniques but our suppliers must also. We can extend 
this process through the entire supply chain through demand 
management techniques with our customers.

3.  Obtain favorable PPV through negotiation, supplier partnerships, 
component commodity tracking, technological advance releases 
from suppliers, and information share of MRP forecast and inven-
tory levels.

4.  Establish excellent inventory accuracy through cycle counting 
programs and controlled issues and receipts to the system.

5.  Education and development of supply chain personnel.  Staff 
developing a life and career plan and negotiating the career plan 
with their bosses to ensure continued growth of the department. 

6.  Establish and maintain ISO 9000 and/or QS 9000 compliance.  See 
appendix B for specific objectives for a number of companies.

Step 6: Strategy 
In developing the strategies to meet objectives, we enter the thinking 

stage of the Purchasing and Materials Management Strategic Plan. This 
involves the development of programs and/or policies aimed at building 
the framework for the operational plans. Many firms have developed 
Preferred Supplier programs as part of their purchasing strategy to pro-
vide incentives to the supplier through certain guarantees earned when 
performance reaches a certain level. These programs benefit the firm by 
enticing the supplier to improve performance. The supplier also benefits 
from the customer for increased 

Purchasing and supplier partnerships or joint study teams work-
ing to improve shared processes have gained popularity as a strategy. 
These arrangements have allowed the purchaser and supplier to deal at 
a positive level, acting in collusion rather than in confrontation. Another 
benefit is the improved communications and understanding that can 
be accomplished as perceptions are shared and unknown barriers are 
exposed and eliminated.  (Murphee, 1992).

An example of a strategy in motion is the trend of many companies 
moving toward Internet based commerce. American Express set a strategy  
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of channeling the multitude of office supply purchases through their 
financial service. 

Examples of Strategies used by ASEC MFG.:

1.  Track key commodities of suppliers’ products, which influence 
your pricing.

2.  Develop preferred supplier program including quality audits 
based on ISO-9000 standards, price reductions, and on-line deliv-
eries and reject rates.

3.  Increase frequency of delivery of items to reduce inventory.

4.  Demand management of customer’s inventory turns.

5.  Share MRP forecast to support inventory level.

6.  Measure and graph PPV working toward a goal.

7.  Measure and graph cycle counting results toward goal.

8.  Take classes and certify as a CPIM and CPM.

Step 7: Operational Plans
Developing the operational plans requires entering the trenches to 

examine the fundamental activities necessary to implement the strategies. 
This particular activity reaches deeply into the SCM function. Within the 
department, it is critical that the strategies become integral to the way the 
department functions and are pursued individually and jointly to gain 
synergy. To ensure this occurs it is imperative to involve the members of 
the department in the development of the operational plan. 

An Example of an operational plan in action is the use of purchas-
ing cards. American Express set a strategy of channeling the multitude 
of office supply purchases through their financial service.  The strategy 
evolved into the offering to companies to help them cut cost by offering an 

Step 8: Evaluation, Control, Performance Appraisals and Reward
The step of evaluation involves the presentation of functional plans to 

the firm’s management team.  The presentations of every function plan, 
not only Purchasing and Materials Management, but also Marketing, 
Operations, Human Resources, etc., launches the discussion and debate 
about how the plans fit one another. The outcome of this discussion and 
debate should be a modified plan that conforms and connects with the  
other plans and supports the firm’s overall strategic direction.
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Control and performance appraisal fit with the old adage: “What 
gets measured, gets done.” It is clear, to reach a destination one should 
employ the proper tools of navigation to determine position, direction, 
and speed. These tools for the purpose of strategic planning and manage-
ment are the metrics a firm would refer to when determining whether 
objectives are being met. What should be measured are those things the 
firm can act upon or things outside the firm’s control that may explain 
certain situations. Put another way, a firm should measure and display 
information that detects changes that may hurt or help the firm. How 
often a firm measures these should depend on the availability of the 
information and the benefit of the measurement in relation to the cost, 
and the potential exposure to the firm as a result of a change. 

Caution must be taken establishing supply chain objectives to ensure 
they are not driven in a vacuum.  For example, the purchasing depart-
ment in a Midwest manufacturing company changed suppliers of lubri-
cants. They were able to cut the total lubricant costs by over 50 percent. In 
the short term, the purchasing department met cost reduction objectives 
and the firm’s profit position improved in that year.

Over the next few years; however, the company began to experi-
ence progressively worse equipment wear and breakdown problems. 
The effect was poor manufacturing efficiency and customer deliver-
ies became a significant problem.  Management was slow to react to 
the problem. Every measurable area indicated there was a problem: 
breakdown, repair costs, etc. After the cause of the problem was finally 
determined, the company returned to the higher grade, more costly 
lubricant. A combination of improved preventative maintenance, check 
maintenance and running maintenance along with the superior lubrica-
tion dramatically improved the plant operation. This example illustrates 
the issue that arises when a metric is examined in isolation rather than in 
conjunction with others to produce a more robust examination of benefit-
cost analysis. 

Another adage proclaims, “what gets rewarded, gets done well.” 
This statement demonstrates the simple philosophy that people perform 
best when their contribution is recognized and rewarded.  Many differ-
ent options exist when trying to determine the best method of reward 
but the selected option should provide incentives for current and future 
performance.    

One should not only limit this to within the organization. For exam-
ple, a division of Mark IV Automotive hosted a Supplier Recognition Day  
in order to honor their top suppliers in the areas of quality and customer 
satisfaction.
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REVIEW
The plan is reviewed quarterly. Cross Manufacturing, Overland Park, 

Kansas, has used this planning process for years.  Progress on the overall 
plan is reviewed by Cross President, John Cross. Each functional area 
presents their plan and gives a status report on progress toward meeting 
each of the objectives. 

All members of the management team have the opportunity to ask 
questions and give their input. This interaction gives the opportunity for 
teamwork among all the functional areas. When adjustments are needed 
for Cross Manufacturing, all areas, including material control, have the 
opportunity to adjust their plans. The key is a coordinated effort.

CONCLUSION
The authors have a combined 70 years experience in manufacturing, 

operations, engineering, and supply chain management. We believe this 
area needs to be a key part to the firm strategy. This article encourages 
the vendor to think strategically and maximize the contribution of the 
supply chain professional to the support of firm mission and objective.   

SUPPLY CHAIN MANAGEMENT 
PURCHASING / INVENTORY /  

MATERIALS / LOGISTICS

PURPOSE / MISSION / REASON FOR BEING

Who are your “customers”?

Why are you needed?

What service do you provide?

Write out your purpose statement.
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ENVIRONMENTAL FACTORS

What is going on external to your company in the Supply Chain 
Management area?

What are the latest technological advances utilized by your competition?

ASSUMPTIONS  (Things over which you have no control.)

1.)

2.)

3.)

STRENGTHS AND WEAKNESSES

YOUR DEPARTMENT STRENGTHS

1.)

2.)

3.)
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YOUR DEPARTMENT WEAKNESSES

1.)

2.)

3.)

ASSUMPTIONS (Things over which you have no control.)
1.)

2.)

3.)

KEY RESULT / OBJECTIVES / TARGETS

AREA

1.)

2.)

3.)

4.)

5.)

 Last This Next Five 
 Year Year Year Years

OBJECTIVES
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STRATEGY  
Game Plan to achieve objectives.

1.)

2.)

3.)

4.)

5.)

OPERATIONAL PLANS

MAJOR PROBLEM FACING YOUR DEPARTMENT

ANALYSIS
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ALTERNATIVES TO SOLVING THE MAJOR PROBLEM

1.)

2.)

3.)

RECOMMENDATION

CROSS MANUFACTURING, INC. 
THREE-YEAR OPERATING PLAN 

MATERIAL CONTROL DEPARTMENT

OBJECTIVES FY 1993 FY 1994 FY 1994 FY 1994 FY 1994 FY 1994 FY 1994

Objectives  #1-Material Last Year Current Year Current Year Current Year Current Year Total Year 3rd Year 
Cost  Reference 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

Obtain % material cost 
as a % of net sales for 
the cylinder line

 Target 41% 44.9% 43.5% 43.4% 43.2% 43.8% 41.0%
 Actual 43.1% 42.5% 40.3% 42.1% 44.8% 42.6% – 
 Variance 2.1%U 2.4%F 3.2%F 1.3%F 1.6%U 1.2%F – 

OBJECTIVES FY 1993 FY 1994 FY 1994 FY 1994 FY 1994 FY 1994 FY 1995

Objectives  #6-PPVl Last Year Current Year Current Year Current Year Current Year Total Year 3rd Year 
Cost  Reference 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

Achieve 0% variance  
on Lewis PPV  
each quarter

 Target 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
 Actual 2.2%U .14%U 1.4%U 1.8%U 2.0%U 1.4%U – 
 Variance 2.2%U .14%U 1.4%U 1.8%U 2.0%U 1.4%U – 
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APPENDIX B 
MORE SPECIFIC  

SAMPLE OBJECTIVES 
FROM THE MARK IV PLAN

MARK IV AUTOMOTIVE 
YEAR 2000 PURCHASING OBJECTIVES

MATERIAL PRICING 

Potentials to reduce material cost 5%

Achieve $5,000,000 Reduction for Year 2000

How-Negotiations

Consolidation of supply base

Standardization of materials

WORKING CAPITAL IMPROVEMENTS 

Terms

Extend payable terms by 5%

Reduce raw material inventory by 10%

Work with logistics, and supply management, on the following 

Improved lead-times and supplier delivery performance

Inventory consignment programs

Elimination of remaining MOQ’s

Pull systems



404

Strategic Planning and Management

Work with technical teams to standardize product/materials.

Maintain 100% either ISO 9000 or QS 9000 certification of suppliers,

SAMPLE OBJECTIVES FROM CARDONE PLAN

CARDONE

OBJECTIVE PLAN 1998 PLAN 1997 ACTUAL % CHANGE 
A. R/M Back Order (to mfg) 0 4 100% 
B. R/M Back Order (X-number) 25 31 20% 
C. R/M Inventory Turns 5.5 5 10% 
D. R/M Parts Shipments Reject 10 36 72% 
E. Net Savings $2.0 mil $2.5 mil 20% 
F. Total RM Vendor Base 325 376 14% 
G. VPI 95% 88% 8% 
H. VCAR Performance 15 days N/A N/A 
I. Payable Days outstanding 40 35.5 13%
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HOW BIG: A PLAN OR ACCIDENT
Abstract

The question of how big the firm should be is analyzed.  We discuss 
four considerations. First is the general pattern of firm growth.  Second is 
availability of the correct amounts and types of resources-both tangible 
and intangible.  The third, to grow the business, what is the most efficient 
use of resources?  To be considered is the direction and potential growth 
of the industry, current firm market share, and where the firm is operating 
on the Long Run Average Cost Curve.  And fourth is the vision, ability, 
desire of management and the management team to create value for the 
organization.  The authors reject the notion that the decision for growth 
and size is not because of ego and arrogance.

The authors conclude that the organization should plan toward an 
optimum size based on total revenue.  Size must be profitable as measured 
by a rate of return.  The plan has a specified horizon.  Each year and when 
conditions warrant, the strategic plan is updated and revised.

WHAT SIZE IS BEST?
How should the firm grow and expand?  The central question is 

whether to chase the market or control growth.  Another question has to 
do with size of the firm in the long run.  Or maybe it’s time to retrench?  
When you chase the market you are reacting to opportunity.  This was the 
strategy of General Patton in World War II: “Take as much ground every 
day as you can.”  Good strategy until the Army ran out of gas and supplies.  
Aggressive growth must have support.  For the firm, it’s “expand your 
market as fast as possible.”  The notion is “big is better.”  Many believe the 
opportunity is there and you better not pass it by or perhaps it is gone for-
ever.  However, a support base must be developed to support the growth.

Should the company grow and expand?  While the answer to that ques-
tion may seem obvious, it is not as clear as it might seem.  While we suggest 
that the company should grow, growth does not always mean expansion.  
In addition to getting larger, growth may mean getting smaller, better or 
simply changing into something different.  To make the choice as to how to 
grow and how much, it is necessary to understand why firms should grow 
in the first place.  Consider the fall of the Roman empire.  After 12 cen-
turies, what happened?  At one time Rome ruled the world.  Most schol-
ars agree on two overriding reasons for Rome’s fall.  One is decay from 
within.  The second, and what is important here, is Rome over-expanded 
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and didn’t adopt its management system.  The empire got too big.  They 
tried to continue to manage with the centralized government and man-
agement system.  The Romans couldn’t manage and control the very 
empire they built.

Why should firms grow?

To answer the question-why should firms grow-we must understand 
how organizations grow as systems.  We start with the presumption that 
any organization is a system.  We know that all systems by nature may 
self-destruct in a process theorists call entropy.  Entropy is the tendency 
for an organized system to become disorganized-essentially to fall apart.  
We can explain the tendency toward falling apart by borrowing liberally 
from Newton’s laws and applying them to business firms.

First Law of organizations-An organization at rest tends to stay at rest

We know that organizations don’t like to change, that inactivity 
breeds inactivity and finally complacency.  This complacency takes the 
form of the organizational “couch potato,” the firm that has a routine 
from which it does not want to detour.  However, in the rapidly changing 
world of today’s business environment, complacency can spell trouble as 
we see from the second law.

Second Law of Organizations-Organizations at rest tend to decay (or at 
least get in trouble)

There is an old business saying that goes something like “if you 
snooze, you lose!”  While there is much to recommend stability, the busi-
ness world is not a particularly stable place.  As a result, complacency 
means that firms fall behind technology, product innovation, market 
changes, customer tastes, etc.  In fast-moving industries, change occurs at 
ever increasing rates.  The complacent firm falls behind even more rapid-
ly.  For example, in the late 1980’s both IBM and Compaq seemed to rest 
on their laurels and didn’t maintain their technological edge.  As a result, 
both firms lost market leadership and market share.  In fact, they came 
perilously close to being forced out of the personal computer business.

Even in slow-moving industries, complacency breeds trouble.  Even for 
the fortunate firm that has little effective competition, if skills aren’t used 
they will decay.  Prior to the 1981 breakup, AT&T hadn’t worried about 
competition.  When the firm was split into the long distance firm and the 
“baby bells,” James Olsen and the AT&T management had to revive long 
moribund competitive skills.  It was a Herculean effort to transform the  
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firm back into a competitive organization after decades of the status quo 
as a monopoly.  However, the slide into complacency is not the only 
problem as we see in the third law.

Third Law of Organizations-Organizations in trouble tend to get worse!

In his research on bankruptcy, Don Hambrick of Columbia University 
coined the term “flailing about” to describe the death throes of an organi-
zation.  When firms decline, panic often sets in so managers start doing 
anything they can-as long as they are doing something.  Hambrick sug-
gests they flail about looking for a solution.  As managers get increasingly 
desperate, they also get increasingly poor at making choices, creating a 
spiral of decline.  American Motors may be a good example of this death 
spiral.  When it became increasingly clear that American Motors could 
not compete with the “Big 3” or the foreign firms like Toyota and Nissan, 
they rapidly brought out several new models, tried a wide variety of sales 
and dealer promotions, sold assets, closed plants and tried to strike deals.  
In the end, Chrysler got a bargain on the venerable Jeep nameplate and 
virtually everything else that American Motors had left was worthless.

How does the firm combat the forces of the three laws?

Beating the inevitable decline described above simply requires 
planned growth.  In our terms, growth means ongoing development of 
the organization and its capacity.  However, growth, as we indicated pre-
viously does not always mean expansion.  Growth can mean getting bet-
ter.  As we mentioned above, AT&T went through a wrenching change 
in 1981 and again in 1996.  In 1981 the firm had to transform itself into a 
competitive power after decades of complacent monopoly status.  In 1996 
the firm had to rid itself of an unsuccessful acquisition NCR (National 
Cash Register) plus get its businesses back to a size that will allow them 
to change as conditions dictate-something that has rewarded Lucent’s 
shareholders quite handsomely.

Growth may mean a different direction.  The Mother’s March of 
Dimes started out to fight Polio.  In 1957 the organization helped Drs. 
Salk and Sabin defeat polio for good.

Instead of accepting victory and disbanding, the organization took 
stock of itself, realized the potential good this effective group could do 
and took on a new challenge.  The new focus, birth defects, sadly is one 
that the organization will have reason to battle forever.

Describing specifically how firms get better or different is beyond 
the scope of this article.  What we can discuss is growth in size.  To most  
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people, firms growing means they are getting bigger.  We see countless 
examples of firms expanding from their own success (e.g. Microsoft), 
from buying up other firms (Disney’s acquisition of Capital Cities/ABC) 
or from merging with equals (Packard Bell’s merger with Zenith and 
NEC’s personal computer businesses.)

However, not all size decisions mean the firm is getting bigger.  The 
downsizing rage of the 1990s indicates that many firms have begun to 
believe that growth can be achieved by getting smaller.  Sometimes the 
leaner size can be very effective.  As an example, when the federal gov-
ernment consolidated the Northeastern railroads in Conrail, the com-
bined organization had in excess of 100,000 employees and was losing 
(collectively) hundreds of millions of dollars.  When the U.S. govern-
ment sold the new Conrail to the public in 1988, the revitalized firm had 
approximately 36,000 employees and profits in excess of $200 million.  
While not all downsizings are as successful as Conrail, the direction of 
growth does not have to be up.

The central question for managers is one of how big the firm should 
be for the long run. . . .  The argument for controlled growth is to be con-
servatively aggressive.  Controlled growth requires more analysis.  It is 
proactive not reactive.  In this scenario the opportunity is minimized for 
costly mistakes.

Peter Drucker, noted business consultant and author, (973:  638-649) 
believes a firm has an optimum size in every industry.  Good theory, but 
how does the firm determine size?

An interesting case in point is Johns-Mansville, which wanted to 
always maintain 20 percent of market share. (Doer, 1977:10)  W. Richard 
Goodwin took over the company in 1970 and aggressively expanded 
the market share, growth and earnings were a company record in 1976.  
Goodwin was removed from office because he assumed the need for 
growth.  His assumption was wrong.  The Board of Directors wanted to 
maintain a conservative company.

Another way is to determine the firm’s market share in the total  
market.  What are the strategies of your competitor?  Are you expanding 
your share of an expanding market or are you taking customers from 
your competition?

FIGURE 1

Market Share

A-Your Market Share
A
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In order for organizations to respond to the call for growth, each area 
of the business must have resources.  As such, we need to understand the 
role that resources play.  Webster’s defines a resource as “something that 
lies ready for use or can be drawn upon for aid.” Traditionally, econo-
mists have classified organizational resources into three general catego-
ries-land, labor and capital.  However, as we will discuss below, several 
intangible resources are also essential for firm survival and growth.

Resource Characteristics

In the previous sections it was argued that the firm needs the right 
types and amounts of resources in order to grow.  In this section we add 
the idea that to support that growth the firm needs to identify resources 
that have the right characteristics as well.  Several contemporary man-
agement researchers including Jay Barney at Ohio State University and 
Margaret Peteraf at the University of Minnesota have developed what 
they call the “Resource Based View” of the modern organization.  In this 
view, the organization succeeds or fails competitively on the basis of 
the characteristics of the resources it possesses, for example, the degree 
to which there are substitutes available for the resource, the extent to 
which the resource can be used in multiple ways, etc.  Dependent on 
these resource characteristics, the firm is able to develop and maintain 
advantage in the competitive marketplace.  This article is concerned with 
the growth of some type that must be part of the firm’s strategic plan, 
growth that must be supported by resources with the correct character-
istics.  If the firm wishes to grow larger, possessing resources for which 
competitors cannot find substitutes will make that easier by making the 
firm distinctive.  If the firm is trying to grow by going in a different direc-
tion, then resources that may be used a wide variety of ways will give the 
firm the flexibility it needs to change.  When the firm wishes to grow by 
getting smaller, then resources which cannot be imitated by competitors 
will give the new, smaller firm more “bang for the buck” (efficiency) so 
as to help it keep up with larger competitors.

While having resources is necessary for growth, just having resources 
is not sufficient.  Firms can be in the midst of plenty only to die.  An exam-
ple comes from a software firm that was founded, grew, and died in the 
early 80s.  The company, called Dakota Software, developed inexpensive 
programming language compilers that would run on personal computers.  
Each compiler package cost about $50.  While they were not as complete 
as the compilers that ran on mammoth mainframes, they were perfectly 
sufficient for most individual programmers.  As such, Dakota was able sell 
millions of copies of their software.  The problem was that the huge influx 
of orders overwhelmed the firm.  They did not have sufficient cash flow 
(resources) to even buy the disks necessary to distribute the software or 
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to print the manuals for their products.  In the midst of massive orders 
for their products, the firm went out of business.

The lesson we learn from Dakota software is that not only does 
growth require resources per se but requires that the firm have the right 
amount and types of resources as well.  A key part of managing growth is 
figuring out what resources are needed, in what amounts and when those 
elements are needed.  There are a variety of tools available to managers 
to help with tangible resource planning so we won’t belabor the point 
here.  Inventory and production management tools such as Materials 
Requirements Planning (MRP), Just-in-Time inventory systems and 
other production planning tools can help managers determine how much 
of what resources are needed.

While tangible resources are critical, we suggest that there are sev-
eral intangible resources organizations also must have in order to grow.  
We discuss three, key intangible resources-specifically information, time, 
and legitimacy.

The phrase “information age” is often used to describe the world 
today.  While the ability to produce things is still valuable, the currency of 
the late 20th century is information.  The role of information is seen most 
vividly in the growth of “network” organizations.  Network organizations 
are firms that themselves may not produce much (or anything) but rather 
contract for needed elements of production and distribution.  These 
virtual organizations parlay information about the capabilities of others 
into business success.  Two well-known examples of network organiza-
tions are Nike and Dell Computer.  While both organizations have some 
production capacity, much of what they sell is produced by others under 
contract.  These firms manage information about their suppliers as much 
as they manage their own plants.  Both firms have used this information-
intensive approach to achieve massive growth.

Even to more traditional organizations, information has become 
more and more valuable.  With innovation occurring in both technology 
and finance at increasingly faster rates, the firm that cannot process these 
changes will be left behind.  Further, the advent of powerful database 
management tools gives firms vastly improved ability to process infor-
mation concerning their customers and target markets.  The increased 
precision that these new tools provide may make the difference between 
success and bankruptcy.  The above examples are but a few reasons why, 
in order to grow, firms have to manage information as a resource.  As the 
firm decides how much it wishes to grow, it can decide how much infor-
mation it needs to manage that growth.

The second intangible resource critical to firm growth is time.  As  
we discussed above, as we enter the 2lst century, the pace of change is  
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increasing.  If firms wish to grow, they must put “time on their side.” 
A vivid example of how time can defeat a growth strategy came in the 
early 1980s during the beginnings of the takeover battles that were to 
epitomize that era.  When Conoco became a takeover target, several 
firms were in the thick of the battle.  One of the combatants, Texaco, how-
ever, came under the anti-trust scrutiny of the U.S. government costing 
the firm precious time.  While many analysts of the era suggested that 
Texaco’s bid was a better deal for Conoco shareholders, Texaco ran out 
of time while being stalled by the Justice Department’s inquiry, resulting 
in the victory to DuPont.  Texaco’s growth plans were stopped because of 
time as a critical resource.  The management of growth requires sufficient 
time in which to allow that growth to occur in a planned way.

The last intangible resource that is critical to organizational growth 
is legitimacy.  There are two types of legitimacy-market legitimacy and 
social legitimacy.  Society confers market legitimacy when it determines 
that there are no (few) questions that can be raised about the firm’s prod-
ucts or services and confers social legitimacy when there are no concerns 
about a firm’s behavior as a member of society.  You cannot go down to 
the corner store and buy legitimacy (although many firms have tried).  It 
has to be earned and regularly maintained. Interesting examples of firms 
facing market and social legitimacy concerns are Sony and Betamax for 
market legitimacy plus McNeil Labs (Johnson and Johnson) and Tylenol 
for social legitimacy.  In the Sony Betamax case, it was widely acknowl-
edged that the “Beta” format was argued to be technically superior to 
the VHS format for home videotape recorders.  However, consumers 
selected (legitimized) VHS as the format of choice.  As the movie studios 
put fewer and fewer titles out in Beta format, Sony was not allowed to 
grow with the brand to the point where they eventually had to pull the 
product altogether.

In the case of Johnson and Johnson’s McNeil Labs and Tylenol, social 
legitimacy helped the brand grow.  After the second series of poison-
ings using tainted Tylenol, Johnson and Johnson’s McNeil Labs pulled 
Tylenol capsules off the market saying that the firm could not guarantee 
the safety of the product.  The firm took a charge in excess of $250 million 
causing Johnson and Johnson’s first quarterly loss in decades.  However, 
within a year, society’s reaction to the firm’s response was to increase 
Tylenol’s market share by seven (7) percent.  Consumers saw the firm’s 
forthright response to the crisis as deserving of even more social legiti-
macy and hence were more willing to buy the product.

In each of the above examples, we see how intangible resources helped 
or impeded growth.  Unfortunately, there are no software tools to help 
managers determine how much in the way of these intangible resources  
are necessary for growth.  Rather, each manager must rely on his or her  
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knowledge, background and training to make that decision.  Here are 
some guidelines to help managers decide how much of each tangible 
resource is necessary-depending on how much the firm wishes to grow.

The key to management of intangible resources is the recognition of 
their importance.  Again, intangibles are just as critical to success as the 
tangible elements in the firm-in some cases more so.  Managers must not 
only recognize this fact themselves but also communicate the importance 
of intangibles to every member of the team.

Secondly, managers must realize that the acquisition and main-
tenance of intangible resources has a cost just like those of tangible 
resources.  Some of those costs are fairly obvious, e.g. gathering, storing 
and processing information has clear costs for equipment and staff.  With 
the goal of legitimacy, the costs may not be as clear.  In any case, it is 
essential that managers understand what these intangible resources cost 
and manage these costs just like any other resource.

Further, as with all costs in firms, there is a point where more is not 
better, regardless of the resource.  The cost of acquiring or maintaining 
any intangible resource may outweigh its benefit. While it is likely that 
one can only crudely estimate the cost and benefits of intangible resourc-
es, it is essential that these estimates are made.  As the costs of acquiring 
and maintaining intangibles are often buried in overhead, the firm can 
run up huge charges rapidly unless a close watch is kept.  These charges 
will deprive the firm of needed cash resources in the service of elusive 
intangibles.  As we saw in the Dakota Software example above, even in 
the midst of plenty the firm can starve to death.

Finally, in the management of intangibles, managers must learn to 
tolerate ambiguity.  With cash or inventory, it is pretty clear when the 
firm has a sufficient amount of the resource.  This is much less likely with 
intangibles.  How much information is enough?  How legitimate do you 
need to be given the size you wish to have the firm achieve?  These are 
questions for which there is likely not a good answer.

Even if there is a good answer, it is likely that the answer will change 
rapidly.  Tolerating and managing the ambiguity inherent in the use 
of intangible resources are capabilities that managers must develop in 
order to be successful.  As managers decide how much to grow, they will 
have to decide how much of what type of both tangible and intangible 
resources are necessary for that growth.  It is through the efficient man-
agement of these resources that the firm will be able to operate at its ideal 
point-the bottom of the long-run average cost curve.

After making this determination, consideration must be made on the 
effects growth strategy has on production, plant capacity, quality, finance,  
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transportation, engineering, human resources, etc.  Every area of the 
business must respond if the firm chooses to grow.

The closer the firm operates at the bottom of the long-run average 
curve, the better its opportunity to use pricing at a competitive strategy.  
The optimum position at the bottom of the curve gives the firm optimum 
flexibility in whatever growth trajectory it chooses.  Notice how Wal-Mart 
uses low prices because of controlled costs as a competitive advantage.

FIGURE 2

Long Run Average Cost Curve

Drucker (Drucker, et al. 1973, 638) emphasizes the need to manage 
increased complexity.  As the firm grows, its universe becomes increas-
ingly complex.  Even if all other factors fall in place, does management 
have the ability to manage the new proposed growth?  Can a Piper Cub 
pilot fly a 747?  Can the management team grow in philosophy, plan-
ning, communication and delegation?  Even Henry Ford at Ford Motor 
Company and IBM’s Thomas J. Watson had problems.

Resources and Growth

In deciding how and how much to grow, managers must examine not 
only the amount and type of resources they need to support that growth 
but what characteristics the resources must possess.  By making these 
decisions ahead of time as part of a strategic planning process, managers 
are in a much better position to be able to identify and obtain the specific 
resources they need to support the type of growth the firm seeks.

Another way to view long-term success of the firms is with the formula:

X  = f (a,b,c,d,e,. . .?)

•

•
• • •

•

•
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The “X” represents the dependent variable, long-term success.  In the 
formula, X is function of the various combinations of independent vari-
able, a,b,c,d,e, on to infinity.  The discussion could be expanded to inde-
pendent variables; political climate, national monetary policy, national 
security, organizational culture, technology, etc.  For example, in the best 
case scenario, long-term success (X) for Wal-Mart could be a function of 
market share and quality which, according to the PIMS (Buzzell, 1988) 
model, are the two most important variables.  Other independent Wal-
Mart variables:  expanding market, weak competitor (K-Mart), successful 
management taking over the for the late Sam Walton, with favorable U.S. 
economic conditions, low interest rates, etc.

CONCLUSION
The recommendation for planned growth is a thoughtful, creative 

approach to strategic planning.  The strategic plan is developed by taking 
all factors into consideration.  This process forces the size decision.  The 
options could be to double in size, have modest growth, or as we have seen 
in the past decades-downsize.  The emphasis here is proactive planning.  
Too often, for example, downsizing is done in small increments.  It is like 
cutting the dog’s tail one segment at a time.  Every cut is painful.  A bet-
ter approach is proactive retrenching and then an aggressive scaled-back 
attack plan.

Too often a company chasing the market with uncontrolled growth 
ends up with disillusioned leaders, harassed management, confusion, 
declining quality, and poor customer service.  It can be likened to an army 
outrunning its fuel and food.  The excitement of the rapid advance is 
sobering as the firm (and the army) become vulnerable to attack mired in 
their self-imposed quicksand.

We believe the long-term size based on revenue should be established.  
Short-term targets are developed to control and coordinate the growth.

As conditions change, the plan can be altered.  The size decision, 
once made, is not cast in stone.  A little farfetched, perhaps, but who is 
to say that Wal-Mart might not buy out K-Mart? The current Wal-Mart 
plan calls for optimistic growth over the next five years.  Wal-Mart seems 
to be going for a 200-billion-dollar objective in the next five years.  The 
last twelve months’ revenue has been around $150 million.  K-Mart’s last 
twelve months have been about $35 billion.  With the industry average 
profit margin of 2.9%, Wal-Mart is doing exceptionally well at 3.3%.  All 
Wal-Mart financial figures are better than K-Mart’s.  K-Mart’s profit mar-
gin has been 1.0%.  A K-Mart takeover, however, could be too tempting.  
The question is:  Would the larger entity with a purported current size of 
$185 billion perform to meet stockholders’ expectations?
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A worst-case scenario would feature many of the medium-size firms 
in Mexico.  Let’s say half of the products/services of a Mexican company 
are exported into a foreign market, and they are operating an efficient, 
cost-conscious manufacturing operation at or near the bottom of the 
long-run average cost curve with a reasonable market share.  These are 
certainly two important variables.  Realistically the peso is at an all-time 
low exchange rate and the political climate is uncertain.  Problems with 
inflation are quite likely given Mexico’s instability.  As such, planning 
for growth in such an uncertain environment would certainly require 
a much different planning scenario.  It is very likely that in this climate 
modest growth is best.
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GLOBAL EXPANSION STRATEGY

EXAMPLES

PURPOSE:

Molex:
To be leaders in the interconnection industry in terms of growth of 

revenue and and profitability. This will be accomplished by being the pre-
ferred suppliers for our customers in our core competitive markets.

Hershey:
To enhance shareholder value as a focused, snack food company  in 

North America and selected international markets and to be a leader in 
every aspect  of business.

SCI
SCI is committed to total customer satisfaction by providing the high-

est quality of products and services in the industry. SCI achieves this by 
understanding customer needs and by consistently meeting and exceed-
ing customers expectations.

Biomedicine
Is an international company dedicated to making high specialty medi-

cal products, especially catheters. 

McDonald’s
McDonald’s vision is to be the world’s best quick service restaurant 

experience. Being    the best means consistently satisfying customers 
better than anyone else through    outstanding quality, service, cleanli-
ness and value. Develops, operates, franchises and    services a world-
wide system of restaurants which prepare, assemble, package and sell 
value~priced foods.
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Ben & Jerry’s
Ben and Jerry’s is an international company dedicated to the making 

of all natural  ice cream and related products such as: super premium 
ice cream, ice cream novelties,  low-fat ice cream, low-fat and non-fat 
frozen yogurt, and sorbet using Vermont dairy  products. Ben and Jelly’s 
are based on profitable growth by increasing value for their  sharehold-
ers and employees. Ben and Jelly’s is a company that recognizes the role 
they  play in society by initiating ways to improve the quality of life for 
community,  local, national and international.

ENVIRONMENTAL ANALYSIS

Molex
• Primary SIC: 3577

• SIC codes: 7373,3572

• Molex has 10% Net Profit compared with 7% in the industry.

• Top competitor is AMP with 10% of the interconnect industry in terms  
 of revenue.

• S& P states that over and above 18 million people per month  will be new  
 users at the internet through out 2000. 

Hershey
SIC CODE 2060

Chocolate market is expected to growth by 2 to 3% over the next year.

Hershey has 41.5% of the market.

SCI:
The high amount of local competitors

McDonald’s
Environmental Analysis: SIC Code 7sl`f F6 T4 p. IIy      

Global tourism last year totaled over 593 million tourist arrivals, gener-
ating $413 billion in tourism receipts.

World tourism spending grew at double the rate of the above men-
tioned 
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Biomedics:
SIC: 3841

In 1999 300 people out of 1 million suffered with renal failure 

STRENGTHS

Molex
• Last year Molex grew 3 times more than the industry average.

• Molex is the second place in terms of revenue in the interconnect  
 industry with 6.3% of the total market estimated in  $27.1 billion 

• Molex paid more profit per share than the rest of the industry in 1998

SCI
Good procurement

Surface Mount Technology

High quality

SCI testing service.

Biomedics
High quality products

High efficiency in Marketing

High technological products

The company has been in business for over 90 years - was originally 
started by the Williams brothers.  The company is diversified - Energy 
and Communications, as well as regulated and deregulated entities. 
Actively pursuing acquisition opportunities to enhance shareholder 
return. Attempting to expand international operations - will own or will 
partner with existing firm to be in more than 25 countries worldwide. 
Will improve the credit ratings of both the energy business and commu-
nication business by offering an IPO on the communication sector.
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WEAKNESSES

Molex
• Industry is cost driven but Molex is not cost oriented

• Slow time to market on new product

• Molex is very careful when taking risk in acquisitions or expansions, this  
 makes us slow.

Hershey
Big competition

Price is very fluctuant

High freight costs

SCI
High turn over

Few prepared people

Not enough facilities to host new products in Mexico.

Bioedics
High competition

Less financial buying power than the competitors

Lack of experience in exporting and globalization

High costs in training.

A portion of the business is highly regulated-returns are limited

Highly leveraged company-the company has a large amount of debt   

The facilities for the communications are unfinished and are still 
being built - incurring plenty of expenses at the present time.

Fluctuating energy commodity prices.

Will need to significantly develop their international business in 
order to be a player. in the Global Market.
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GENERAL STRATEGY
GAP

GENERAL STRATEGY: 

Currently, there are 1,862 Gap, Banana Republic and Old Navy stores 
in the United States and 321 in other countries. Open 200 stores in the 
United States in the year 2000~ open 80 stores overseas. Expand Gap, 
GapKids and Baby Gap, along with Banana Republic and Old Navy. 
Expand Old Navy/Launch restaurants reminiscent of WWI Naval mess 
halls, in an Old Navy Flagship, in current U. S. Markets.

GENERAL GLOBAL STRATEGY: 

Ben and Jerry’s not only in the United States, but also in   Europe,  Asia 
and recently open one franchise in Peru, Canada, Israel and a joint venture 
in Russia. Ben and Jelly’s also sell their products in super markets and spe-
cial stores. In order to expand globally they are planning on opening more 
franchises and company  owned outlets in selected new foreign countries. 
At this moment Ben and Jelly’s have over 170 franchise ice cream scoop 
shops and partnerships in the United States. They have four stores in 
The Netherlands, four in  Canada, three in France, eight in Israel, one in 
Lebanon, one in Peru and one in the United Kingdom.

CISCO
Global Strategy: 

Cisco’s products encompass the broadest range of networking solu-
tions available from any single supplier. These solutions include routers, 
LAN and WAN switches, dial and other access solutions, Web site man-
agement tools, Internet appliances, and network management software. 
The thread that ties these products together is the Cisco IOS software 
platform, which delivers Internet services and enables networked appli-
cations. Cisco’s offerings also include indusb)T-leading customer services 
for network design, implementation, maintenance and support.

MC DONALD’S
1. Develop our people at every level of the organization, beginning in our  
 restaurants. 

2. Foster innovation in our menu, facilities, marketing, operations and  
 technology. 

3. Expand our global mindset by sharing best practices and leveraging our 
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 best people resources around the world. 

4. Long term, reinvent the category in which we compete and develop other  
 business and growth opportunities.  

5. Continue the successful implementation of changes underway in  
 McDonald’s USA. 

6. Increase the number of franchisees in high- growth areas.  

7. Boost salaries, add bonuses, and increase hourly wages and compensa- 
 tion packages.  

8. Due to the shortage of highly skilled workers it is important to add more  
 training programs to upgrade the level of skills for all employees.

HERSHEY
To expand it’s revenue by 5% in the next 5 years by entering the mar-

kets of  Singapore, Brazil and Venezuela. 

CORE STRATEGY

GAP
SUMMARY OF EXPANSION (CORE) STRATEGY:

United States:  (200) Add more in the Midwestern states and Southwestern 
U. S. Singapore:  (3) Population is growing, low labor costs and GNP is 
growing, diverse group of  citizens; 

Mexico:  (12) Labor is cheaper, low tariffs taxes on items, close to U. S. 
border;

Brazil:  (8) Free-spirited community~ low stress/less formal clothing style; 

Japan:  (12) 39 stores already successful~ use past strategies; 

England:  (12) Culture difference is low; Well-developed country with 
high GNP; similar clothing preferences; 

Australia:  (15) Banana Republic line of clothing focuses on the “out-
back”; low culture difference, speak virtually same language; low law and 
tariff bamers; 

Canada:  (13) Currently have 130 stores; positive quarterly revenues; 

China:  (12) Joint ventures with clothing companies~ spread into other 
provinces/cities. Argentina:  (5) Wealthiest country ~ middle class is 
highest population;
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BEN & JERRY
South America, especially in three countries: Peru, Chile and 

Argentina.  There is some competition in the ice cream industry, because 
people in Peru as  well as in Chile and Argentina are used to eating fruit 
ice creams, that is why we are  going to have to introduce new and dif-
ferent flavors.I would like to open three more stores in Lima, Peru, two 
stores in Chile and one store in Argentina. The stores will be opened in 
cities where the climate is warm and nice and invites people to have ice 
creams. These three countries are characterized eating ice cream as a day 
to day labor.

CISCO
Telecommunication Carriers

Intemet Service Providers 

Cable Companies     

Wireless Service Communication providers 

Small/Medium Business 

Companies in need of a network as well as an Internet connection 

MOLEX
The markets that Molex will explore with this new service, are 

the same markets that Molex is already attending (Automotive, Data, 
Telecom, etc.) The manufacturing sites will be established in different 
areas of the world to cope with our costumer expectations in terms of 
communication, deliveries, and service.

WAL-MART
Wal-Mart has done an exceptional job in developing and implement-

ing a Global and Core International Strategy.  The last five years of the 
20th century recorded very profitable international growth.  In the 21st 
century already their British and German expansion has bee aggressive.
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CONTEMPORARY MARKETING

INTRODUCTION
What goes around comes around. Here we are in the new millennium. 

Has anything really changed in marketing?

The new trend for the marketing manager in the millennium has to 
be customer focused. This new trend has been called “IBM CO” or cus-
tomer oriented selling.  Xerox Canada calls it “solution selling,” and Xerox 
USA calls it “buyer-centered selling.”  The “new’ concept calls for going 
to the customer and finding out about their future plans, problems, and 
products. 

The key is to find out how your organization can help the customer 
solve problems, gain market share, and be more profitable.  LISTEN 
TO YOUR CUSTOMER.  Listen, listen, listen... said the late Frank “Pat” 
Murphy, Sr., the founder and CEO of the F.W. Murphy Company. (1) 
Listen and find out what the customer’s problem is.  The customer doesn’t 
want you to sell them something, but help them solve their problem.  With 
this information your organization can take a creative and innovative look 
at the customer and their needs. By putting together a multi-level, multi-
disciplined task force your company can see what specific products, ser-
vices, and solutions they can come up with.  The “solution” might mean a 
capital investment or could require a complete change in the company’s 
time-honored policy and procedure. 

MARKETING PLAN
The marketing plan is coordinated with the finance, production, and 

human resource plan to implement the overall corporate strategy.  The 
product must always be better than the sales pitch. The product isn’t sold 
until it’s paid for.  A good marketing/production plan can only sell a prod-
uct or service once.  The marketing plan has a focus on meeting customer 
needs.  It keeps existing customers and develops new ones.  Over the past 
few years, marketing strategy has been compared to warfare.  This creates 
a view of the competitor, their strategy, and how your strategy combats 
theirs.

The purpose of the promotion plan is to support the marketing plan.  
The promotion plan is aimed at the specific customer outlined in the over-
all plan.  The message in the promotion plan appeals to the perceived and 
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real needs of the customer. The promotion plan is the mix of image, logo, 
television, radio, direct sales, direct mail, telemarketing, newspaper, mag-
azine, and referrals to get the message to the target market.

The sales management plan coordinates the work of direct sales 
people, wholesalers, marketing representatives, etc.  The ultimate success 
of the organization is the coordination of all segments of the overall plan, 
top to bottom.

The organization must empower, train, encourage, and reward its 
people.  When it’s all said and done, PEOPLE get the job done.

A strategy must be developed to take advantage of goodwill and 
minimize customer complaints.  Research indicates that a good product/
service/experience will likely cause the customer to repeat it seven times.  
Poor service or a bad product can be repeated 47 times.  These issues must 
be addressed in the marketing plan.

CUSTOMER SATISFACTION
Satisfied customers translate into business success.  A customer is the 

most important asset a company possesses. The customer is the source 
from which all cash flow is generated.  You always want to keep the cus-
tomers you have and gain new customers who would be loyal to you.

(2), “if you cannot demonstrate the link between increased customer 
satisfaction and improved financial results, you’re not measuring cus-
tomer satisfaction correctly.”  Satisfied customers should exhibit at least 
one of three measurable characteristics: loyalty (retention rates), increased 
business (share of market), and insusceptibility to your rivals’ blandish-
ments (price tolerance).

Companies think of capturing a customer as a singular event.  
Providing quality service includes recapturing the existing customer each 
time you are in contact with them.  When you do this successfully and 
repeatedly, the customer becomes comfortable and satisfied with the 
relationship, thus reducing their chances of leaving.  Customer comfort 
means that the customer’s needs have been met.  Customers do business 
with organizations that they rate highly in: services, products, support and 
costs.  If the customer’s comfort level is strong in all four categories, the 
overall value will be highly rated.

According to Dawn Lacobucci, of the Financial Times (5), managers 
are seeking to enhance customer service, to offer customers added value 
and gain the competitive edge.  Managers should consider the implica-
tions of the basic characteristics of customer services; such as the differ-
ences in services, and the fact that they are simultaneously produced and 
consumed and that they are intangible. 
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Measuring Customer Cost 
Frederick Reichheld of Bain & Co. says that, “long-term customers 

tend to buy more, pay more, and create fewer bad debts.  Reichheld stated 
that by raising customer retention rates by five percentage points, a com-
pany can increase the value of an average customer by 25% to 100%.”  

Based on the work by Reichheld and the University of Michigan’s 
Class Foretell, here is a summary of how to calculate what a customer is 
worth.  First, decide on a meaningful period of time over which to do the 
calculations.  This will vary depending on you planning cycles and your 
business.  Secondly, calculate the profit (net cash flow) customers produce 
each year.  Track several samples; and find out how much business the 
customers gave to you each year and how much it cost you to serve them.  
It’s better to, segment them by age, income, sales channel, and so on.

For year one, subtract the cost of acquiring the customers.  Costs will 
include things such as, advertising, commissions, and back office costs of 
setting up a new account.  Be sure to get specific numbers.  For example: 
profit per customer in year one, year two and so on, and not averages for 
all customers or all years.  Lastly, you chart the customer life expectancy, 
using the samples to find out how much your customer base erodes each 
year.

Once you know the profit per customer per year and the retention fig-
ures, it is simple to calculate the net present value.  This information can 
assist businesses in finding out how much to spend to attract new custom-
ers. ‘Repeat business is the ultimate measure of customer satisfaction and 
almost certainly merits bigger investments that you make.” According to 
Reichheld, “for advertising agencies a 5% increase in retention rates trans-
lates into a 95% increase in customer NPV and for credit card companies 
a 75% increase in customer NPV.”

Measuring Customer Satisfaction
Thomas Stewart states that (2), “Customers define a business and the 

meaning of economic activity. The final analysis of what matters is how 
well an economy satisfies its customers needs and wants.”  The University 
of Michigan’s business school and the American Society for Quality 
Control, released the American Customer Satisfaction Index (ACSI), mak-
ing it possible to keep track of customer satisfaction.  

The ACSI monitors customer satisfaction in more than two dozen 
manufacturing and service industries and several public-sector functions, 
totaling about 40% of US gross domestic product (GDP).   As a result, this 
makes the ACSI the first large-scale, methodical attempt to measure the 
quality of 
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economic output. According to economist, Claes Fornell, a professor at 
the Michigan business school and designer of the index, “At the macro 
level, you should consider this an economic indicator, like indicators of 
price and productivity.”

Using ACSI, industries, especially domestic automobile makers, have 
made significant gains in customer satisfaction.  The overall degree of 
customer satisfaction among U.S. companies has decreased, most notice-
ably in the computer industry.  According to ACSI, the reasons could be 
attributed to the failure to respond to customers’ increasing expectations, 
and insufficiently stringent ways of tracking customer’s attitudes.

The ACSI is too new to judge its ability to contribute to forecasts of 
the economy as a whole, but it appears to be able to foretell corporate 
performance.  A study by David Larcker of the Wharton School, using 
data from the National Quality Research Center, showed those compa-
nies that ranked highest in the first year’s ACSI, significantly outpaced 
lower-ranked companies in the stock market. 

The ACSI results suggest at least three wrong turns businesses may 
have made in their drive to improve customer satisfaction.

1. Customer service is a cost to be incurred, rather than an  
 investment.

2.  There is a rising awareness of customer expectations

3.  ACSI cannot yet define customer satisfaction to financial results.

According to Ray Schneider of Perspective magazine, (3) your cus-
tomers are sitting on a wealth of information that can help you improve 
your business opportunities with them.  Conducting a customer survey 
can bring in this valuable information, by removing the guesswork out 
of the way you do business, so that you can do more of it.  A customer 
survey specifically does the following:

1.  Establishes a baseline of measurement for improving customer  
 satisfaction.

2.  Helps focus improvement efforts.

3.  Increases customer perception that you’re listening.

4.  Increases ability to be customer focused.

5.  Increases ability to stay quality focused.

6.  Improves market position.

And if properly crafted, analyzed and utilized, money spent will 
eventually become money earned.  According to Schneider (3), in con-
ducting a customer survey, hold the following in mind:
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1.  Keep customer surveys short so customers are more willing to  
 participate.

2.  Open-ended essay questions take time and should be kept to a  
 minimum.

3.  Customer surveys can be administered by phone or mail.

4.  Response rates for customer surveys are typically far lower than  
 employee surveys, between 5-25%.

5.  To increase response rate, a letter of introduction, personalized 
or  
 not, serves as your essential communication device.

6.  Confidentiality is less of an issue in customer surveys, some  
 customers may prefer to let the company know their comments.

7.  Incentives can increase response rate in customer surveys.  

8.  Demographic information adds value.  

9.  Demonstrating respect for your customers helps them to think of  
 you similarly.

The managers of the Clarkson Company of Sparks, Nevada also agree 
that conducting surveys provides many advantages.  According to the 
managers, having an outside firm conduct the surveys offered substan-
tial benefits both internally and externally to the firm.  Respondents felt 
freer to share information more candidly with a third party.  The Clarkson 
Company used The Voice of the Customer surveys developed by Colleen 
“Coco” Crum (4), to find out how their customers felt about their services 
and products in relation to their competitor performance.

The methodology Crum employs, enables companies to determine 
their competitive strengths and weaknesses as well as customer expecta-
tions for customer service, product design and quality, product costs, and 
other performance attributes

New tools for Customer Service
Database software is the choice of many organizations for tracking 

customer service.  Database software can follow the buying behavior of 
customers and help companies’ meet specific product or service market-
ing needs. A well-managed customer database is especially helpful for 
small companies competing with large ones.  

Terry Boyle, vice president of Game-Set-Match, a tennis services firm 
in Englewood, Colorado, attributes getting his customers to return with 
the use of the computerized database his company uses.   He says “the 
company has increased its revenues at an average annual rate of 45 per-
cent over 
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the past four years by focusing on existing customers for repeat sales and 
by providing personalized service.”   The use of the computerized data-
base has made Game-Set-Match’s marketing campaigns more effective 
and cost efficient

The database used at Game-Set-Match tracks the buying behavior of 
every person who takes lessons from the firm, plays in one of the leagues 
it organizes, or makes a purchase in its small retail shop.  A total of more 
than 10,000 people in 4,800 families.  “The use and marketing of our data-
base has kept us ahead of the competition,” says Boyle.  “We can target 
search our customer base. If there’s a program we need to promote, such 
as a league, we can look up who was in that league last year and put a 
notice out to that particular group” (6)

According to Claudio Marcus, vice president of marketing with 
Target-Smart! Inc., a marketing software company in Denver; “generat-
ing repeat business costs less than attracting new customers and a lot less 
than winning back dissatisfied customers.”  So, it’s important for growth 
oriented small firms such as Game-Set-Match to concentrate on giving 
buyers reasons to return.  

Donna Fluss, a research director at Gartner Group, a technology 
consulting company based in Stanford, Conn., says, “the more you know 
about your customers, the more effective you’ll be at increasing their value 
to your organization.”  Fluss says “that every contact that a company has 
with its customers is an opportunity to impress them with your service.”  
Customer databases help companies achieve these goals by providing 
employees with quick, convenient, access to relevant information before 
they call customers.  Such information includes previous purchase, ques-
tions asked, and problems incurred.  

This form of relationship marketing is sometimes called, “one-to-one” 
marketing and is a strategy that large firms have been using for more than 
a decade to increase customer retention.  Now small businesses can hold 
their own with their big business competitors by using point-of-sale, data-
base, contact management, call center, and customer-service and support 
software.  

Technology can also help the company automate the way it serves 
customers and responds to problems.  Automated processes, such as fax-
on-demand and automated call-distribution (ACD) systems can be very 
effective ways to serve customers.

Fax-on-demand systems allow customers to dial in and request that 
specified information is faxed to them. While ACD systems, allow cus-
tomers to call in and choose among a number of service options, either 
by touching a number on their telephone keypad or by using voice com-
mands.  
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The system routes each call to recorded information or to a person who 
can help the caller.

In addition to these systems, many companies provide service on 
Internet sites.  The Internet enables even small companies to provide 
around the clock customer service. Customers may find Web-based ser-
vice frustrating and impersonal if it isn’t implemented correctly.  To be 
successful, customer service Web sites must provide easily accessible, 
up-to-date information as well as a mechanism for resolving service 
problems quickly and completely.  

Companies can use the Internet to complement their telephone ser-
vice offerings using CustomerSoft’s ESP Li@ison.  The product works in 
concert with the company’s Expert Support Program customer-support 
software, a database of problem solutions that a firm’s telephone support 
personnel can use to help customers. Many companies are also using 
“Instant Messenger” to help with customer questions while online.

Internet Message Center (IMC) is an electronic mail based support 
solution, which makes it easier for companies to automate and man-
age customer inquiries from a Web site or via direct e-mail.  Internet 
Message Center creates a queue of incoming messages that shows the 
time they were sent and there related topics.  The message can then 
be forwarded to staff members.   IMC also provides a mechanism for 
monitoring message volume and response time.  It works with leading 
e-mail programs, including Qualcomm Eudora, Microsoft Outlook, and 
Netscape Messenger.

Even online customers want to communicate with a person some-
times, by using iServe.  Companies can offer live interactive support on 
their Web sites.  Customers who visit a firm’s Web site and type in ques-
tions and receive answers immediately from a customer support repre-
sentative.  Support personnel can also display on the customer’s screen 
Web pages containing detailed information and send helpful software 
files to the customer’s PC.  

Technology can also give employees the knowledge they need 
to serve customers better.  Building a knowledge base has allowed 
Paradigm4 to establish a reputation for fast and expert service after 
just three years in business.  The Fairfield, N.Y. firm installs wireless 
telephone networks for corporations and government agencies, such as 
police departments.   One of Paradigm4’s selling points is its customer 
support desk, which responds to problems 24 hours a day, seven days a 
week.  To increase the effectiveness of its help-desk workers, Paradigm4 
installed knowledge management software called, Top of Mind from 
Molloy Group Inc., a software developer in Parsippany, N.J.

Lastly, always make sure that employees are trained to help customers.  
Not only do they need to know to use the company’s customer’s service  



431

Conclusions and Recommendations

databases, but also need to have the personal skills to provide the atten-
tion that customers demand (6).

CONCLUSION
Contemporary marketing is simple, basic, and based on common-

sense fundamentals.  Contemporary marketing means you get to know 
your customer.  Contemporary marketing means shut up and listen.  
Contemporary marketing means organize your efforts to help your cus-
tomer succeed.  Contemporary marketing means to be honest have char-
acter and integrity.  Integrity in what you do, in what you say, and in how 
you conduct business.  Your product must be better than your sales pitch.
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“EMPLOYEE HEALTH: 
A COMPETITIVE ADVANTAGE”

EXECUTIVE OVERVIEW
This article discusses the importance of employee health and the effect 

health has on the total organization.  The author believes a positive climate 
for good health is essential to create a competitive advantage for the orga-
nization.  Organizations are pressured for both survival and performance 
in the world’s competitive environment.  The author urges organizations 
to develop a total health strategy (THS).  The hypothesis is that organiza-
tions with a positive health climate will have a competitive advantage over 
those that continue to do business as usual.

A NEW STRATEGY EMPHASIS
A well thought out Total Health Strategy (THS) can contribute to a 

positive work culture.  The culture, climate, and environment create the 
opportunity for the organization to perform.  Organizational performance 
can be measured in profit, nonprofit, government, religious, and social 
organizations.  In a for-profit business we measure profit, market share, 
return, or investments.  Nonprofit organizations have measures of per-
formance such as number and quality of clients served.  All organizations 
define strategy for viable existence.  This article suggests a new emphasis 
on total health planning, management, and strategy implementation.

TOTAL HEALTH STRATEGY
The Profit Impact of Market Strategy (PIMS) model (1) defines the two 

most important individual independent variables for success in profit-
making organizations as market share and quality.  The dependent vari-
able is normal profit, indicated in the formula as an x.  Normal profit is a 
function of an infinite number of dependent variables.  These dependent 
variables are a, b, c on to infinity in the formula.

x = f (a, b, c, d, . . . infinity)

In the two previously discussed formula variables, market share and 
quality are designated as independent variables a and b.  This paper  
suggests and introduces another independent variable as Total Health 
Strategy (THS).  
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WHAT IS A TOTAL HEALTH STRATEGY?
A total health strategy is a comprehensive audit and measure of total 

organization health.  This strategy includes an audit of employee health 
with the potential for an annual physical of all employees in the organiza-
tion.  Specific health objectives are set for the total organization.  Sub-units 
in the organization have support health objectives. It is suggested that 
each employee has or develops a life/career health plan (2).  Such a plan 
includes health, exercise, and nutrition objectives and strategies.  These  
factors are all part of the THS for the organization.  Allen C. Elliott (3) made 
a good point when he stated, “What good is it to become wealthy, success-
ful or famous when you cannot enjoy life, because of depression or if you  
die early because of poor health?  Good health must be a high priority 
in your life.”

Competitive advantage is those organizational strengths, unique-
ness, and differentiation of products and/or services that give that orga-
nization an edge over its competition in the market place.  The central 
point of this paper, aside from the moral obligation of an organization to 
encourage a healthier workplace, is that the group functions better with 
improved performance from an alert, healthy, invigorated workforce. 
A healthy workforce is also more likely to deliver higher profits, higher 
market share, and quality products and/or service.  A healthy work force 
will miss fewer days at work, have a lower injury rate, and lower turn-
over.  An organization with healthy workers outperforms the organiza-
tion without a THS.  This creates competitive advantage (4).

WHY IS HEALTH IMPORTANT?
Fewer people in the U.S. are physically active today than 20 years 

ago.  A report by the Federal Centers for Disease Control and Prevention 
points out that physical inactivity plagues all areas of the United States 
(5).  In the mid to late 1970’s, the jogging craze, inspired largely by Cooper 
Aerobics Center founder and well-known author Dr. Kenneth H. Cooper, 
was at its pinnacle.  The formerly fit baby boomers that have slowed 
down or dropped out may need to be reminded of the overwhelming 
scientific evidence of the benefit of a regular exercise program.  Exercise 
helps control weight and stress, increases HDL (the good type) choles-
terol, protects against high blood pressure and, in some cases, even treats 
hypertension effectively.

There also is a need to break cigarette-smoking habits. Tobacco causes 
420,000 deaths annually.  Tobacco is the primary nongenetic contributor  
to death in the United States.  Surprisingly, an estimated 50 million 
people still smoke.  
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More than 25 percent of all Americans are considered overweight.  
Because excess weight is associated with high blood pressure, stroke, 
heart disease, and certain cancers, overweight employees are a greater 
risk to themselves and their organization.  It has been shown that 85 
percent of recipients of a health-risk appraisal make significant lifestyle 
changes: 67 percent begin eating healthier, 48 percent start or increase 
their exercise, 33 percent begin losing weight, 19 percent reduce or quit 
alcohol consumption, and 12 percent reduce or quit using other tobacco 
products (6).

About 75 percent of health-care costs can be linked directly to 
unhealthy lifestyles-an encouraging statistic for individuals and corporate 
managers who work in organizations with a THS.  Company executives 
can begin simply by setting a good example.  They also can provide well-
ness and lifestyle retreats for key executives and employee fitness facili-
ties.

EFFECT ON ORGANIZATION PERFORMANCE
The Washington Business Group on Health and numerous other 

sources report that employee fitness programs achieve long-term savings 
of $3.00 to $6.00 for every dollar spent. Other experts believe the savings 
are greater (7).  William M. Mercher, Inc., a benefit-consulting firm, found 
that one group saved $5.50 for each dollar invested (8).

Kim E. Anderson’s new book Promoting Employee Health: A Guide to 
Workplace Wellness (9) provides information to implement a worksite well-
ness program.  The book provides cost benefit, program structure, and 
advice on how to evaluate and/or improve existing programs.

Research in the health field documents positive results.  Employees 
are healthier, more productive, and report higher morale, while employers 
are documenting savings of 3 percent to 8 percent of their total health and 
medical expenses.  Typically, 30 percent to 32 percent of claims are linked 
to preventable health conditions.  Studies conducted by the Association 
for Worksite Health Promotion and Wellness Councils of America reveal 
that corporate wellness programs increase productivity, morale, and loyal-
ty and reduce health care costs, use of health care benefits, workers’ com-
pensation and disability management costs, injuries, and absenteeism (10).  
San Bernardino County, California, reported a 20 percent decrease in lost-
time expenses from sick leaves.  They instituted a wellness program (11).  
Carpenter Technology Corporation has used on-site clinics for five years  
to serve 2,200 of the 5,900 employees and dependents.  The company  
estimates it saved more than $108,000 in 1997 (12).

If you are a manager, what is your responsibility for employee health?  
Do health issues have an economic impact on your organization?  The 
obvious answer is “yes.”  (As managers and organization professionals, 
here are 



436

Strategic Planning and Management

buzzwords that continue to surface: “strategy” and “competitive advan-
tage.”)  The focus on profits, market share, and customer service occupies 
the thoughts of professional managers.  Health issues must go beyond the 
notion of “it’s the right thing to do.”  Human resources, training, employee 
retention, work culture, building and maintaining an empowered, moti-
vated performing work force are on everyone’s mind.  Should an orga-
nization have key measurable health objectives and strategies?  Ask any 
athletic coach and the answer is “yes.”  As a businessperson, why wouldn’t 
your answer also be a BIG “yes?”

THS is not only the organization’s responsibility to full-time employ-
ees, but extends to part-time employees.  Labor shortages around the 
world have created the need for temporary workers and increased immi-
gration.

The Cooper Clinic in Dallas, Texas developed a program called 
LifeLinks (13).   LifeLinks is committed to providing all Cooper Aerobics 
Center employees with an integrated program promoting total well-being 
and employee unity.  LifeLinks monetarily rewards employees who par-
ticipate. It improves employee health and fitness, and maintains a high 
level of productivity through a positive atmosphere.  LifeLinks provides a 
wide variety of programs to meet the needs of all employees.  It has been 
reported that incentives doubled the participation rate.  The reward sys-
tem does not always work.  Hershey Foods has maintained a fitness center 
on corporate grounds since 1979.  Participation is not required.  Employee 
feedback indicated they were not pleased with the incentive program.  
Hershey management dropped the incentive program (14).  Hershey 
should consider a health bonus plan for its organization?

And don’t forget nutrition!  Along with an active lifestyle, much atten-
tion must be paid to diet.  As a general rule, Cooper nutritionists suggest a 
range of 1,300 to 1,500 calories a day for women and 1,600 to 2,000 for men.  
What we eat has a lot to do with who we are, how we feel, our energy level 
etc., and, yes, how we look.

At the Cooper Aerobics Center, employees eat at a healthy food bar, 
where tasty, low-fat recipes are available that help promote health-con-
scious eating.  Recipes from the food bar come from Cooper’s nutrition staff 
and two books The Guilt-Free Comfort Food Cookbook (15) and What’s Cooking 
at the Cooper Clinic? (16).  At Texaco and Conoco in Houston and Exxon 
in Dallas, employees have the same option, a special healthy cafeteria  
food bar.

This article suggests that the positive effect of a wellness program go 
beyond better health and the contribution to the profitability of the orga-
nization.  Healthy employees feel better about themselves.  There is a new 
vigor in the organization.  Dr. Aunna Herbst found in her experience “that 
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employees participating in these programs have better attitudes and 
behavior, are more loyal, more enthusiastic and highly motivated.” (17) 
This author agrees with Dr. Herbst.  A management culture that pro-
motes all aspects of a well-rounded person is more likely to succeed. 

CONCLUSION
A comprehensive, organization health strategy, a THS, pays off in 

the long run for organizations.  Employee health and physical fitness 
are vital.  The ethically responsible organization must provide the right 
priority and emphasis on health for workers whose well being, vigor, and 
energy are critical to the company’s success.  Alert, healthy employees 
create a competitive advantage for the organization, lower the costs of 
medical insurance, and minimize time off for sick days. “There’s no ques-
tion that people who are fit are more productive; they enjoy their work 
more and accomplish more.” (18)

ENDNOTES
1. Buzzell, Robert D., Bradley T. Gale.  The PIMS Principles.  (New 

York:  The Free Press, 1987), pp. 7, 8

2. Migliore, R. Henry.  Personal Planning.  (Jenks:  Managed for 
Success, 1994).

3. Elliott, Allen C.  A Daily Dose of the American Dream. p. 121, 1997.

4. Porter, Michael E.  Competitive Advantage: Creating and 
Sustaining Superior Performance.  (New York: Free Press, 1985) and 
“How Competitive Forces Shape Strategy.”  Harvard Business Review.  
March/April 1979.

5. Morbidity and Morality Weekly Report, Dec. 23, 1998.  http://www.cdc.
gov/epo/mmwr/mmwr.html.

6. “The Checkup, Part II.”  Fortune. October 26, 1998.  P. 329.

7. “The Global Aging Crisis.”  Denver Post. February 7, 1999.  P 1.

8. Sullivan, Bernard J.  “New Wellness Programs Can Produce Big 
Savings.”  Baltimore Business Journal.  Oct. 17, 199.  15 N 22, p. 26, 1998.

9. Anderson, Kim E.  Promoting Employee Health: A Guide to Workplace 
Wellness.  2nd ed.  (Des Plaines, IL; ASSE, 1999).

10. Geonie, Paula.  “Wellness Programs Can Help Your Company 
Run the Race.”  L. I. Business News.  April 20, 1998, N 16, p. 31.



438

Strategic Planning and Management

11. Szalai, George.  “Plan Brings County Savings: Programs for 
Wellness, Productivity, and Expanded in California.”  Business Insurance.  
July 13, 1998.  13.

12. Shinkman, Ron.  “Healthy Workplaces: Employees Look to On-site 
Clinics to Control Costs.”  Modern HealthCare.  April 20, 1998, v. 28, N 16, 
p. 64.

13. Interview by author at Cooper Clinic, December 31, 1999.

14. Ziegler, Jan.  “The Worker’s Health: Whose Business is it?”  
Business and Health.  December 1997, v. 15, N 12, p. 26 (4).

15. Kostas, Georgia.  The Guilt-Free Comfort Food Cookbook.  Nashville:  
Thomas Nelson,  1996

16. Kostas, Georgia.  What’s Cooking at Cooper Clinic?  Dallas:  Cooper 
Clinic, 1992.

17. Ingram, Morrow “The Healthy Workplace” Oklahoma Business 
Monthly, Feb. 2000 pp 18-20

18. Christopher Neck and Kenneth Cooper. The fit executive; Exercise 
and diet guideline for enhancing performance.  Academy of Management 
Executive 2000 Vol. 14 No. 2



439



440



441

R. Henry Migliore
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Ministry Growth, Common Sense Management; A Biblical Perspective, Personal 
Action Planning:  How To Know What You Want And Get It, and Tales of Uncle 
Henry, describe personal theories and experiences.  He contributed to 
the book, Readings in Interpersonal and Organizational Communication and 
International Handbook on MBO.  The book The Management of Production:  A 
Productivity Approach is coauthored.  Other books include Strategic Planning 
and Management, Strategic Life Planning, and Common Sense Management. 
The manuscript People Productivity and Profits has been completed.  He 
is co-authoring a series of books with Haworth Press. Released so far 
are Church and Ministry Growth (1995), Planning for Nonprofit Management 
(1995), Strategic Planning and Health Care (1996), Strategic Planning for 
Private Universities (1997), and Strategy Planning for Collegiate Athletics 
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Planning for the New Millennium is being updated for release in late 2000.  
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German, and Japanese.  A Spanish version of Strategic Planning is coau-
thored with Gonzalo Rivero, and will be published late 2000.  He has 
also produced “Personal Financial Success,” an ORU video training kit  
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I know Dr. Migliore to be a highly skilled academician with an 
impressive list of credentials.  I believe his greatest strength is his abil-
ity to clearly and easily communicate facts, ideas, and methodologies to 
both traditional and non-traditional students and professional managers. 

Hughes, Jack B. ReVelle, Leader, Continuous Improvement

I have known Henry Migliore for nearly ten years.  He was instru-
mental in the start-up of our Colowyo mine in northwestern Colorado, 
and his writings, particularly, Strategic Long-Range Planning and A 
Strategic Plan for Your Life: A Biblical Perspective demonstrate his keen 
understanding of strategic business concepts and their application.

W. R. Grace & Co., J. Peter Grace, Former Chairman

“Strategic Long-Range Planning” has proven to be critical in the 
success of my Industrial Engineering Division.  Dr. Henry Migliore took 
my entire Industrial Engineering staff through the planning process.  
His common-sense principles and manufacturing experience helped my 
engineers be more successful in their area.

Cardone Industries, Mark Spuler, Executive Vice President  

Dr. R. Henry Migliore has worked with our Government Marketing 
Division of Canon, U.S.A., Inc. in developing a format and completing 
a five-year business plan.  Specifically, Dr. Migliore helped us refine 
our marketing plan.  His approach helped us analyze our market niche, 
competition, products and services.  We feel we are in a better position 
to meet the needs of our customers.  Henry’s assistance has placed us on 
a track that will enable our company to objectively approach our market 
and include our profit objectives.

CANON U.S.A., INC, Jerry Robinson, Former Director of Field Sales 

In the twelve years since I graduated from Oklahoma State University, 
I’ve heard a plethora of speakers and Dr. Migliore consistently places at 
the top.  Equal to his charm as a speaker, is his thorough knowledge of 
the many facets of strategic management and tactical implementation.

ROX Corp, Darren Keller, Manager of Operations
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Williams has worked with Dr. Migliore and his students to lend 
assistance and bring an important minority owned business out of bank-
ruptcy.  We believe this company has now turned the corner and will 
have a bright future.

Williams Communications Corp., David L. Willis, Project Manager

It is unique to find an individual who has been capable of provid-
ing publications that are of interest to all of these audiences.  Moreover, 
his publications spans the areas of policy, strategy, management, and 
marketing.  His ability to teach within colleges and universities at all 
professional levels-undergraduate, general masters, Executive MBA, and 
management development-is special.  He has a nice ability to adjust his 
presentations to the needs and interest of these various target markets.

Texas A & M University, Dr. Don Hellriegel, Lowry Mays College, 
Graduate School of Business, 

Several years ago, Henry had the opportunity to assist Colowyo in 
its strategic planning process.  At that time, Colowyo was a new start-
up company owned by W. R. Grace.  The relatively new management at 
Colowyo was having trouble working together.  They were not a cohesive 
team going toward the same goal.  Henry came in as a Strategic Planning 
consultant for Colowyo and over a period of time, taught management 
the process and skills necessary to work together as a team.  While he 
taught strategic planning processes and skills to management, the real, 
lasting benefit of his time at Colowyo was the training Henry provided 
the management team at Colowyo.  Through written assignments, role-
playing, and his strong encouragement of open communications, walls 
were broken down and a strategic planning process was put in place the 
helped Colowyo become the most successful start-up operation in the 
history of W. R. Grace. 

Kennecott Energy, Colowyo Coal Company L.P., Mark A. Hulstine,  
Chief Consultant

Professor R. Henry Migliore and I first met in the mid-1980’s as we 
teamed up in the development of a five-year strategic business plan.  
Professor Migliore served as a consultant to our $100MM per year high 
technology manufacturing business.  Professor Migliore’s writings are on 
target with what business should be about in today’s economic environ-
ment.  His leadership and strategic plan assisted our company in enhanc-
ing its growth and development opportunities.  He is both practical and 
far-sighted.

Phillips 66 Company, Warren H. Alfred, Director of Human Resources
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In his unified approach to management Henry blends the current 
state-of-the-art and science of management thinking and communicates 
it in a professional, tough-minded, common sense manner.  

Southwestern Bell, David Johnsen,  Ph.D, Director Marketing Research

R. Henry Migliore has worked with our top management team 
developing a long-range strategic plan.  Dr. Migliore has been a major 
contributor to our improved efficiency and enhanced understanding of 
the need of strategic planning and implementation. 

Crown Auto World, Henry Primeaux, Former President 

Henry Migliore led a seminar for employees on various levels report-
ing to me.  The people attending the seminar were impressed with the 
way Henry Migliore reduced extremely complex processes to more 
simple, understandable and workable methods.  As I reviewed the semi-
nar, it was amazing how much material we covered and learned in such 
a short period of time.

Oxy Petroleum, Charles E. Creekmore,  
Former Operations Services Manager

Henry is a quality professor because his involvement in consulting 
with businesses helps him to stay on the cutting edge of the problems 
and challenges facing businesses today.  He knows how to teach effec-
tive solution process to his students and professional managers.  He is an 
effective consultant because of his vast experience and knowledge.

Mazzio’s, Craig E. Bothwell, President & CEO

Our firm retained the service of Dr. Henry Migliore. His seminar 
series in Mexico was professionally presented and, with a few exceptions, 
was viewed as very successful.  Dr. Migliore assisted our top manage-
ment team in the development of a strategic plan.  The session assisted 
in re-thinking all aspects of our business.  We feel we have a better grasp 
of how to be more successful in the future.

Plus Consultants, Jose Luis Acevedo, General Director
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Over the years, I have witnessed Dr. Migliore’s work with several 
different types of groups: executives within my own unit; adult students; 
and industry professionals.  Regardless of his audience, he has a unique 
way of mesmerizing with his stories, getting a laugh with his anecdotes, 
and all the while making several key points about leadership.  Most 
recently, Dr. Migliore has been instrumental in assisting the College of 
Human Environmental Sciences in its strategic planning for the next sev-
eral years.  He helped our executive group not only see the best way to 
plan for an uncertain future, but guided them through exercises designed 
to make them a better team.  

Oklahoma State University/Tulsa, Dana Schuler,  
Manager, Extension Programs

The seminar was informative and stimulating and provided a basis 
for improving our long range planning.  Many of the ideas presented 
were incorporated and are still being used today.

Colowyo Coal Company, R. D. Usilton, Vice-President, Finance 

“Dr. R. Henry Migliore has been a consultant for Cross Manufacturing, 
Inc. for 21 years.  He has been instrumental in our planning and strategy 
process.  We have used all his materials and books.  We have a sophisti-
cated ongoing planning and review process in place.  Dr. Migliore contin-
ues to provide leadership to the top management Cross team

Cross Manufacturing, Inc. John H. Cross, President & CEO

Three years ago, Dr. Migliore took our entire top management team 
on an off site planning retreat.  That experience has been a major turning 
point for the continued success of our company.  We used his updated 
book, Strategic Planning for the New Millennium, as a guide for manage-
ment development.   All areas of our business have developed support 
functional plans to insure the success of the overall Aftermarket plan.

AfterMarket, Steve Pittenrigh, President & CEO
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Dr. Migliore served on our board of directors and as a consultant for 
two decades.  He was instrumental in helping us develop the TDW plan-
ning and management system.   We used his Corporate Culture Index to 
monitor the culture of our company.  Dr. Migliore was valuable in train-
ing and assisting all levels of our employees.  He participated with me as 
part of our First Presbyterian-Tulsa Strategic Planning Committee.  We 
used his expertise, books, and workbooks while guiding us through the 
planning process.  My observation has been that the concepts are valu-
able in all types of organizations.

T. D. Williamson, Inc., Richard B. Williamson, President & CEODr. 
Migliore has been a volunteer consultant for 17 local non-profit groups, 
including Salvation Army, Goodwill Industries, YMCA, and American 
Red Cross.  The past few years he has concentrated on working with 
minority and other small businesses. It is my pleasure to give the highest 
recommendations to Dr. Migliore.

Metropolitan Tulsa Chamber of Commerce, Clyde C. Cole, Former 
President

In utilizing Dr. Migliore’s concepts at staff planning retreats and 
annual job reviews, we have found these sessions to be more meaningful, 
directive and productive.  His practical, common-sense approach to work 
and life management allows me to recommend his work for its contribu-
tion to both professional and personal progress.  

Cooper Clinic, Georgia Kostas, M.H.P., R.D., L.D.,  
Nutrition Director, Cooper Clinic

Informal and formal feedback from seminar participants confirmed 
my impression that Dr. Migliore is a master at moving things along at a 
fast and interesting  pace.  All the seminars he did with the University of 
Calgary have been well received.  His books and materials have been of 
great value to our seminar participants.

University of Calgary, Brad Jackson, Director Management Seminars

Dr. Migliore’s academic interests are evidenced by his new book 
on Strategic Planning and Management for the New Millennium.  He 
worked closely with a colleague assisting  management cultures in dif-
ferent countries.  He introduced the corporate culture index in his latest 
book.

University of Calgary, Mansour Javidan, Chairman Policy and 
Environment
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Dr. Migliore possesses the unique ability to apply business concepts 
in real world situations to achieve successful results.  His new book out-
lines workable theory and concepts.

Howco Metals Inc., Richard R. Rocha, Materials Manager

Dr. Migliore came to us highly recommended both for his academic 
achievements as well as his total experience base.  His introduction to 
KTUL was very timely as we were positioned to review and update our 
five-year strategic plan.

Prior to entering a weekend retreat, Dr. Migliore challenged the mem-
bers of the leadership Team with guidelines to insure their preparation  
would be thought provoking.  The guidance he provided enabled the 
team to better understand their role in strategic planning and review.  
Through the use of his writings, knowledge, and instruction, our team 
quickly learned the process necessary for such planning.  He was sup-
portive as he guided the leadership team on their weekend journey into 
the future.  His abilities to facilitate kept them focused on the task at hand 
as they developed KTUL’s strategic plan.

Oklahoma’s Channel 8, KTUL-Tulsa, Dan Bates,  
Former President and General Mgr.

I have reviewed many of Dr. Migliore’s published works but have 
also contracted for his services in the field of strategic planning.  I have 
found Henry to be an extremely intelligent individual with an excellent 
ability to communicate at any level.  

Hampton-Tilley Associates, Inc., Don A. Hampton, President
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Through your assistance, we will capitalize on the potential God has 
given us.

B. J. Daughtery, Victory Christian Center

Dr. Migliore was able to quickly teach the elements in the MBO 
approach.  He gained the confidence of our top management team and 
helped us in developing long-range objectives.

B. Erickson, “Back-to-the-Bible” Broadcast

I can quickly and openly attest that the high-quality work performed 
by Dean Migliore in our recent Tulsa YMCA project exceeds all other 
experiences.

R. A. Pfeiffer, YMCA of Tulsa

Migliore played a crucial role in the development of an administra-
tive plan for the growing ministries of the Christian Legal Society.

L. R. Buzzard, Christian Legal Society

All of my top executives . . . jobs have become more meaningful as a 
result of being filled with great management purposes and clear objec-
tives.

M. Cerullo, World Evangelism










