Hierarchy of Objectives
Q. How could you describe the hierarchy of Objectives? 
Based on Responsibility:


Philanthropic Responsibility

Ethical Responsibility

Legal Responsibility

Economic Responsibility

Based on Operations: 

Individual objectives

Departmental objectives

Divisional objectives

Corporate Objectives

Q. Objectives will never be non-quantitative- Agreed or not?

Business Objectives must be:

SMART

Specific

Measurable

Attainable

Relevant

Timely

Q. Prepare Objectives for a Garments factory focusing on the Operational aspects.
Sample of a hierarchy of objectives in a middle sized company

1. Corporate objectives:

We want to increase our net profit from 5% to 10% within next 5 years.

2. Functional objectives or Business objectives: (Department wise)

i. Production Department: 

We would control our cost of goods maximum 5% of sales

ii. Sales Department:

We would seek new market to grow sales at a 15% annual rate.

iii. Finance and Accounting Department:

Borrowing would not exceed 50% of assets.

3. Operational level:

Production: We would keep the scrappage to 2% of material’s usage

Sales: We would visit each large customer once a month.

Office Manager: We would prepare special reports within a week of request.

End from Mamoria book.
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Q. How could you Plan or Set objectives?

1. Quantitative



2 Qualitative

* Performance



* Purpose

* Financial




* Mission







*Charters

All the parties must agree to the following issues:

· Resource Deployment

· Capital spending

· Funds for investment

According to James B. Quinn Objective setting should be like - :

Top management should not announce precise, measurable goals in the first place. 

Process should begins with:


i. Give broad goal setting and then,

ii. Logical implementation.

i. How?

· Process stage : Consultation
· Leads to Precise, measurable, integrated goals of a corporation.
· Managers will proclaim ‘specific targets’ , e.g., 

· Sales data = contains-Sales, orders, backlog, geo breakup, sales types etc.
· Financial data = Income statement, balance sheet, etc.
· HR and Planning = Requirements, allocation, ROI.

All centered around Sales
Q. What factors to be considered while setting up of objectives?

5 issues:

1. Business Mix

2. Business Posture

3. Market share/Growth

4. Resource allocation / Risks

5. Social issues.

Q. Discuss Business Mix.

4 types of Businesses.

1. Single Business

2. Dominant Business

3. Related Business

4. Unrelated Business

Q. How could you investigate Business Posture?

- Current position  
+  Prospects

- Issues to be solved  
+  Operational

- Assess present  

+  Future position

- Issues Differ from Co. to co. (e.g., GE, TI)
Q.Market Share?

· Sales and profitability issue:

Market share  Up = Points of ROI  UP

· Economies of Scale (Productivity)

· Marketing power (Competitive Advantages)

· Quality of Management (High vs. Low market share; Young co. growth? 
Q.Resource Allocation and Risk analysis?

Resource = Money + Materials  = Develop + utilize = 

Capacity + generation + utilization.

· Resource 
= Physical , Human, Organizational

· Risk 

= Financial, Marketing. 

Dilemma = Borrowing High = Financial risk high = Competitive advantage high. 



Methods of Objective Setting: 


Scenario Approach


Gap Approach








