Technical
Report

f;:‘) ’ St Lot ST VNN T T

sert .. GORPORATE, PLA KNING, PRACTICES, IN PRIV
COMPEWIES IN INDIA "
or LLOME NAMBYDIRYL

- do yeu like to be classified? .B&’Lﬁ. ?S’”E?
. 250 words)

T3s¢a. Ve resylts. of 2 study of corperate

vate sector campenies in India, ‘Even thous,
9% Yoy . widely practised by companies in

moanles which are nractising 34 foaa Giosd.

19230

X X JIVE

AHMEDMNBAT

INDIAN INSTITUTE OF MANAGEMENT
AHMEDABAD



R N N O O R e L

NQ.. e
Tc
Chairman (Besgarch)

TIN

Technlsal Reoord

Title of the Teport ,, CORFORATE PIA NNING PRACTICES IN PRIVATE

COMPANIES IN INDIA

1

Nare of the authar . N S NAMBBRISL

ERCTOR

Unds? which arva do you like to be claselified? ,Eﬂ%é,;g????é........

ABSTHRACT (within 260 werds) .

This,peper,cvamecisod. vhe. vesulle. of .o otudy. of corporate planning,,
pracbicss in private sector companies in India. Kven tneupgh long
term.olanojoe.13.net,very, yidely pragticed by compaalss da tns privale
seotor, those companiss uhish are practising 1t have developed aome
degres of sephistication dn this direction, Plannins in thess
¢ompanics 1o cheracberised Dy expt 16t statenent bt compangte™ " 77"
objectlves snd roles speclflic dalineation of sseters for futurs

growth, specitid cfganisétiéﬁél'iééébﬁéibilitiéé'féf'éééﬁﬁiﬁé'"'"‘
opportunitiee and detalled operational planning. while ccmpanies

M A nanyt Adhects ' &F the' p1408 " AR PLAAATRE Hrocgss” a8 AappLitive’ ™"

t0 the preeess of corperats slanning, they found that process of
planning hadiaet’ s1iminated’ the' tacsrtalatiesof “economie poliey:
Firms have generally found that sorporate plasning within the framewerk
6f'£éiiéﬂél'éééﬁomié‘tl&ﬂﬁiﬁg‘1&‘béth‘feaaibie*as'weii'aS‘rewardingt
Tue long range goals of economic development presentsd by the plans
fé'i'éﬂfffdiéﬂt‘gﬂsfifiegﬁicn*te-aaderhake-leng«termcaenﬁamata.planning.
The study reveals both the uncerbainties arising from government
fA5ttaeidd “ac "vwell a2 the certaintias vERat - Basl - Pevelaliend -provide-

Lo companics.

LER RN R NN R LN S T E R T T T e I I T R RN

In general, the study peints to the lmportence of gavermment and the
ijeotiveS'cf'nntional'eccuomic-ﬂevelepment.pragrammss.as.a.signifiaant
area for afitenticn of planners.

“am e~y P
I I I R A R S L R L R N I N Y ¥ )

- L 4
. TS AL L VA 0L Fe ssaysn1ma cmn Ay =t E 0 S R R EREBS N Aeoersta.toscsenten e e .

LA N RN B ) L N L Y - - f e ® 4 man -
e na s - e +r e v ann
. s arn - . ]
- - - - L | LI R |

Fleage indicate restricticns if eny that the author wishes Le place
upon thils neie

BE S B #d e mncomy as e
L I e R " EEE R R

P
LIRS IR B N T 2 T S S ) ...,.,-‘.“ai...uq||£';| R ]

N .
. Y - . {5
Date .;)AH—%- bé’/.ﬁ?& Signakﬁtﬂ?e of +the Aubher



i

CCRACRATL PLANIING M ACTICES IW
13014

MRIVATZ SECTOR COMPAHIES Id

by
CuMaBe tNambudirl

June 1973

THDIAN INSTITUTE GF MANAGEMENWT
AHMEDABAD



CORPORATE PLAMNING BRACTICES IM RIVATE SECTOR
COMPAXNIES IN INDIA*

CeNeS. Nambudiri

Formulation of broad objectives, targets and tasks for ine
dustrial development by the national ecomomic planning machinery and
their achievement through £irms in the public and perivate sectors
{s pharacteristic of India's industrial developmont system. In such
a system, several levels of planning activity, such as aggregate,
sectoral, cross sectoral, spatial and enterprise planning exist side
by side. This article describes current practices in corporate plam
ping in the larger companies in the private sector, within the system
of national ceonomic planning in the country.

Corporate planning includes both strategic as well as operational
plans. Strategic plamning is the process threugh which companies
" arrive at a choice among opportunities to be exploited. The net re-
sults of strategic planning generally are such decisions as expan—
sion, diversificatian, penetration of new markets, etc., having in
general, long term implication for the campany 's future.  Operational
planning will involve setting. targets and stard ards of performance
to be reached for the ccmpany as a whole and for e ach of the major
functional argas. The achigucement of these tarcets in a coordinated
fashion contributes to the accomplishment of the strategic plans.
National economic slanning is the process which produces as its net
result the Five year plers, as activity which is the function of the
Plann ing Commission.
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#Thie articlo is based on a survey of Planning Practices in private
scobor companis s.



The focus of this paper is on plans and planning =sctivities
covering pericds of maore than one year.

- What is the extent of planning practices in
campanies in India?

- Mhét is the scope of such activitios?

- What has been thc experiencc of firms that
have practiged planning at £ he cnteorprise
level?

- How .doecs planning actiuity‘at‘thc Iovel of the
firm relate to the national eccrnomic planning?

Thege wero some of the major guestions for which answers were
cought through a questionnairce study of planning practices in
Indian companics.

The atudy was conducted through a deotailed questionnaire mailed
to the first 380 compesnies in tho private sectap, listed by the
Eronomic and Seizntific Rescarch Foundation.-in order of size.' = A
total of 35 companies (11.7 per cent) responded to the study. Out
of these 35, 23 scompanics (7.7 per cant) fully compleoted the guestion-
naire whils the romainimg 12 gompanics wrote to say that they had
aither not yet introduced such practices or wers in the process of
making. a bcglnnlng in this direction.

"The 23 companies that reported their planning oractices ine
cluded firms from 1 industrics, viz,, basic metals, coment, engi-
noering, petrolcum refining & products, petro-chemicals, man—made—
fibres, paper, toxtiles, tyres, pharmaceuticals and chemicels, and
cigarettes., In terms of sizas, the smallest company had 400 emplo—
yese and the largest around 35,000 emplayees, Tho annual sales
turnover of the 23 companics ranged between Rs,6 ocrorcs and Rs.B86
crores. Assets of tho companies fell in the rarge of Rs, 3 to 109
CrOros,
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he. Structure af Company Plans

" The plan horizon adepted by responding companies showed them
falling int tuo groups, the first group (10 companies) having a plan-
ning herizon of five yecars and thc sscond group (13 companics) havimg
in most cases.a three year plan horizon. Two companies had a two=-
year planning torm whereas onz company had a four-year planning torm’
(soe Summary Tablc 1).. Among companies following the fivo=year plan-
ning herizen were those in basic metals, cemont, petroleum refining
dnd products, pctrochemicals, paper, and cement. Among companies with
throe-yoar planning horizon were thosc sroducing tyros, pharmaceu—
ticals and chemicals, and textiles. Among engineering companies ine-
cluding hanufacturers of olectrical machinmery and equipment tho plam—
ning horizan ranged betwcen 2 and 5 years.

The company plans-indicated thc targets for achicvemont within
the .scope of the gompany.'s broad obicctives and goalg. - Fourtcen
companies indicated that these broad abjoctives and goals that
formed. the basis for planning were stated in writing, Twenty come
panies prepared their nlans as a document covering targcts. for the
company as a whole or a combination of soparatc departmental and
special project plans. Only threc companics had their plans com—
fined exclusively to special projects such as new project develop—
rant, expansion of capacity, or diversificatimm. The overall company
plans served to indidatv” the broad strateoic arcas wherc attention
was to be focusscd. Thus, thc company plans indicatod (1) the ox=
*tant of growth potential that ecxdisted in each of the present arcas of
operation (19 compangos)}, (2) arcas where the caompany anticipated
substantial growth (1€ gompanics), (3) ficlds into which tho com
panics wanted to diversify (14 ccmpanics) and (4) arcas wheore the
companices conslidered the acqulsition of knowhou collaboration de—
sirahle (13 companiss). (Sec Summary Table 2} ©F

The companics ranged widely in the use of paramcters with which
tho overall targats of their plans worc stated. Total salcg, pro-
Jduction in guantity, and profits were tho paramcters most widely uscd;
these were fellawed closcly by new plant oxpenditurcs, sales from
new products, aond markst shares for existing products., The use
total assets and salos From new markets werd - used only by a smll
number of companics while specific targets for uso of working capital
and productivity and cost improvements werc statod only by one coie
pany in cach case. MNinz companis used from scven to ten indicatoa 3
ten companics between four and six, and tho rest used only one «
twa pargmctcrs to indicatec targots for achicvoment (seo Summary
Tablc 3 .
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Targets for the company as a whole wers broken up into dotailed |
plans for departmonts and divisicns in almost all companics. Thc Tose
ponszs indicated that theso dotailed departmental plans weore most
comprshensive in the groatest number of companics in covcring the
fipanco function. Working capital plans, operating cash flows, in-
vestment plans, and sources of additional capital were covered by
tho Ttoporting companics with few oxccpticns. Only a fow companics
did not have forward plans fer corporate taxes, whorcas the' vast
majority of reporting companies included corporato taxeos as one o

the arcas eoverod. (See Summary Tablc 4R}

Next in order of comprehsnsivenoss came manufacturing plens,
whish indicéted raw material requirements, manufacturing cxpenscs,
manpower roquirements, ostimates of raw matorial availability, and
import requiremcnts, in most cascs. Additional parameters indicated
by somc eompanics included new machinery and squipmont requiremonts
(19 ecmpanios) indigonous availability of raw material (17 companics
and new manufacturing facilities (15 companios)., Eightesn comnanics
used befween cight and clevan paramoters in describing tho targets
for their mamufacturing plans. Only onc company limitcd targcts:
to threc basic paramcters, viz., raw matcrial requiremecnts, manufac-
turing expenses, and manpower requircment. Raw material prices ard
import substitution torgets were specifically targeted only in case
of one and two companiss, respoctivoly (sce Summary Table 43).

All} cumpanios presonted their mazkecting plans using total 'salos
volume as thc major parameter. Sales velume of cach of the major
product groups and manpower requirement wero the most widely used in
soctting marketing targets, Exports and total marketing/distribution
cXpensas wore used by ncsrly two-thirds of the companics. Sales
volume from ncw markots and salcs outlets werc indicated. as targcts
only by half of the reporting companics. Fourteen companics uscd
botwoen seven and 11; six companies uscd betwueen Four and six and
three companios usocd only two parametcrs'(sae Summary Tablc 4C),

Epgpg;phlgpq_ﬁggglppmcntkpiggg‘as part of long range plame
were rcported by only 18 companies. Mumber of new product schemes
cxpocted to bo worked on, total oxpenditurc targets, manpowor reguiroe-
mente, facilitics reguirsd and cstimated salas from ncw products
were leading paramcters used. Import substitution was targetod
cnly by one comfany, Eleven companics uscd four to six and thc rest uscd
ono to three paramcters for indicating targets (scc Summar Tablco 40)
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Mapggerial manpower. plans formed a regular foaturc of plans of
most roporting companics. Recruitment and training plans, promotion
procrammes and crgenisation and position plans were indicated in the se

defeiled plans,

Spegial proioct pleng werc preparcd by most companies purtlci-

pating in tho survey., Theo spccial plans worc most aften devglopoed
to cover oxpansion nrojocts, diversifisatinn, now product develop—
menty now invostments but anly in a few coses covercd cast redw tion,
" and modernisation (sco Summary Table 5). Tho period goveorcd by
socelel project plans were 3 years or 5 yecars although onc phar—
soccutical and chemical company indicated a eight to ten ycar hori-
zon 1n casc of specific projects. Tho shortest time poriod for spo—
cial prcjoct nlans wes found to be twc years in tho casc of one

. compeny,

Tha companics showed considerable diversity in the profit
ressuring criteria uscd by thom in sctting stamd ards of profitability
Frem the plans. Net incomc before tax, nct income after tax, rcturn

“on nct salcs and rctidrn on tatal assets wero the most widely usod
critoria for setting profit performance standards, In comparison to
the above, criteria such s roturn on casital (five companies),
rocturn on Fixsd assots (Four csmpani:s), ounars ' equity (two com
panics} or salos to total asscots {eno company) wcre uscd conly by
limited number of companics. Ten comparics uscd between three amd
five criteria for moasurcemcnt of nlan profits, wivile thc reomaining
tan companies usod anly onc or two. One company uscd as many as
soven ocriteoria, © Wherse only a2 single criteorion was used this was
net iﬂcgmc bufers tax or rcturn on capital employed (sec Summary
Takle 6). ' '

Araocess. of. Planning

The corporatc slans described above crerged as the end result
of the srocesses of planning in companics. These processes inveolved
assegsment of the environment, Formulation of brood plans of act on,
and setting targete to bn achioved. The companic ¢ studiod in thoe
survey made their plans on the basis of forccast of total company
sales, Thesc forssoasts wero broken up by major product groups
(sixtecn companics) and in most cases included projection of salos
frem now products (Fourtcon companics). Howevor, only ninme out of
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the 17 companics ansuwering thc question practised farcasting of the
gencral ctonomic outlook and only cight of them made forecasts of
total industry sales, The most common period of forccast was five
years (aight companics) follouwed by thrcc years(six companics).

One gavs two year forocasts and in one casc a horizon of five to ten
yoars was shown.

The forccast of general oeccnomic cutlook and industry stles
served to ostablish the magnitude of opportunitd cs. Howover, in
satting plans, the assessmont of the nature of competition is an
importent functien, Nine companies indiczated that competitive
situaticn in the industry was of high significance in proparing
their own plans, whilc 12 others indicated that competitive situation
was only of some significance. Yhere competition in industry was
considored significant, companies indicated definits indicetors of
competition which they followed up systemaetically. Edgongonsion of
capacity of coxisting marnufacturing units, licenses fox expansion
of capacity or now wnitvs, and entry of ncu manufacturers werc threc
mast ecommonly ldentified indicators of competit ion by the companics,
Introduction of new products was scen as an indicator of likely
competition by only 12 companics particinating in the study., Other
factors mentioned as indicators of competitive situaticrn and used by
a few companies (six} was the financial strongth of the competitors,

An essential process im planning is tho cholce of action pro-
grammes for the long-term plans., One aspect of £ his process that
was covered in the questionnaire relatod to the sigrnificange of mew
praoduct dovelcpment and intreducticn of now processes or technology.
Ten companies. indicated new product development to be highly signi-
ficant while ninc cthers attached only some significance to now
product deovelopment in relation to their leng—term nlans. Intro-
duction of new procosscs and technology had high significance in
the case of ten companics and only somc signdficante€in thc casz of
cight other companics. Tiocre were four companies that attachod
little significance to now product dovelopmant and five companiecs
thet placed little significance to introduction of neow technology
in their lodg-term plans. Cimpanies which attached high significance
te new product devolopment and new processes and technology includod
in their plans specific programmes of action im thk arca. These
programmcs included strengthening research and development capability,
maintaining continuity of acccss to foreign technical knowhow, con~
stant liaison with rescareh crganisations, cerntinuing  product develope
ment activitiss and technical evaluctian of processes. 0ivor companies
had continuous nrogrammes for evaluatina of their product ramges and
clasc ecordination between maric t research and research and devenlop-
menk,



The process of modif¥ing plans with changes in the enviromment
and internal factors is an essenticl part of the process of planning.
ong tho external factors that nececssitated changos in company
plens, changes in government p“llcy wvas the factor menticned by theo
largost number (1f COmpaana). _Rﬁu material availability and changes
im rew materisl prices cams rext in order of significancc. Other
factors cited wore availabilidy of finanee, tho rising costs of
sredusticn, unreliable supply of asublic utilities, delay in finaiisa-
tisn of public sector proicects, . and cconomic situation, Competitive
gitu-tion in industry and demand for products werc eited cnly by
throo and four comnanies, respoctively. Among internal factar s ros—
nensible for modification of plans, labour problems, delays in now
product devclopmeont and plant operating problems were most frcquently
montioned. M-':» changas in campany policy wera also mﬁutlDﬂDd
en intcrnal factor by a few companics.

‘J; IU

The follow=up of plans is a major pert of the process of plar-
nings ALl companics reportcd regular comparison of plans amd per-
formonces. A number of companies rcported that these comparisors
werc made as and when required. Cthers roportod manthly,quarterly
or hﬂlF—yeﬂrly and. annual meetings to discws s rosults, thesc befing
supnicmented in sens cases with marce Frcquent comparisons. The ros-
ponsibility for initiating corrective action rosted mostly with Mem—
pore of the tog managewent, the ﬂanaglng DerutOr, the Exocutive
Oiresctor, tihe Vice President, Chairman, General Manager or Controller
in scvochtecn conpanicz: with hoads of divisinns or units in cight
comnanics. The ressonsibility wns also shared by the planning divi=
sicn and in a few cascs by thc operative management, such as the
Werks Manager or the Salgs Managor, '

Orgapiaation for Flanndng
As sgorialised activities beocome morc and morn significant te
szmpany 's working, it is natural for such activitics to be given for~
mal oroanisational represcnatatian. In 11 out of tho 23 reporting
caupanice there werce formally.dosignated planning groups. Tiwe com-
position of thcse formal planning groups varicd among the sompanics.
In onc CDNp4ﬂy the planning group was formed by a committec of dizce-
tors.  In three companics the fermal planning group consistod of a
committec of oxeeutives. In the rcmalnlng sevon companies the group
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tonsistod of a group of scalor oxooutives supportad by executives
gnocifically working on planning tesks. In the romaining 12 com-
nanics the planning responsibility was spread often cver mere than
ono department. The finance and marketing departments had by and
Iarge the widest orgonisational representation {ten companies pach)
in planning followed by manufacturing (eight companies}s Other
doparfmonts involved were gencral administraticn, dévelopment, proe
curement ~nd cantrel, Finance department had key responsibility For
planning in five companies, whilc .markoting had key responzibility
far planning in three companies, Other depariments that werc assignod
oy Tesnansibility for planning werzc manufacturing and development,

By and large, almost all companics (twcnt¥9ﬂ€)inu0103d linc
oxzcutives in the procass of tosks and planning.,  1In terms aof nume
bors porticipation of lino executives came mostly from finance, mand-
Faeturing, marketing, procurement and Research. & Bevclopmont, in
thrt ordoro.

The reeponsibility for inltiating planning activity rested with
singlc individuals {14 cumpanics) and with mare than ond individual
in the remaining {9) companics, In ths first groun, the exccutives
rosnongible were the Ghairman (1 compamy), tho Mannging Direector
(10 comp:nias), the financial controller (z-cumpanics) and the Vies
Prasidont (1 ccmpany}. In the companics whero responsibility wos
shared among two or moro exosutives, the flancging Diructor was al-
mast aluways involved {5 cumpanins). Sharimg the responsibility with -
thz Managing Diractor werc chairman (2 companiz g}, finmencial-contro—
1lor (5 companiss), Oircctor (2 compaonics), Soles Manager (2 companies),
and General Meneger {2 companies). The maximum number of pcople whe
hod resnonsibility for initinting planning activity in any one company
was Four - the Managing Director, Financial Controller, onc of the
Dirgotors and the Sales Manager.

Scanning the cnvirenmont for now cpportunities is a significant
aspect of the process of planning and spocific orgasizatioral res—
ponsibility for bringing possible ooportunitios Far examination had
bocn assigned to specific exeecutives in all the compznies partici-
pating in the study.> The responsibility was cseigned to single
axooutives in 13 companies, shared by 6 oxecutives in six companies,
end throe oxecutives in threc other companics. The functional manas—
gors had this respeonsibility in 11 companies, the Chairman, the
Mznaging Director, Yice President, Chief Exccutive or General Mana-
gers in twelve compcnies and directors in threc campanics. Bther
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cxsecutives whe sharet  such responsibilities includod the technical
advisors and eXccutives responsible for corporate planning.

Company rcsononses indicated that t hey also assigned speoeific
organisational rropensibility for imitisting stuiics on issues of
possible significanes t2 tho company. This rcesponsibility was in
mogt cases ~zsigned to o momber of the top menagement group ~ Panoe=
ping Director, Vice President, Chairman, Director or General fianager.
Functional Manngers, Economic fdvisors and tho corporats planncrs
also had thie responsibility in a fow companics.

Corporatz_ Plaaning = tho Ernvipsrment. ond the Experizneg -

AT - - o "

The relatiom of enterprisc planning to notional sconomic plan~
ning is 2 crucial srea in that it represents an interface bet
ween two subsystems of the national sconomic planning process. The
exporicnce of enterprise planmning within a plannced cconomy and the
attitudes fowards national planning ~ devclogped ouf of such exe
pericnece or otherwise -~ may bo significant to the total process of
ceconomic develepment, The companies participoting in the study had a
rango of expericnece in the oractice of ert erprise planning cxtending
from 2 to more than 20 years, with average planning cxpericnce heing 7-B
yoors peor company. This expericnce of comparies in. planning within
thc ncotional system may havo scme beoaring on tho vieus oxpresscd by
them. '

Sixteoen out of the 20 reporting companics found tho s pecific
objoctives of the Five Year Plans as supportive of their planning
cfforts. Fiftoon companios found Five Yoar Plzn investment figures
useful in their planning procsss. Progress of implementation of
the Five Year Plans was alsc vicwed by a majority of the comnanics
as supportivc of thelr planning efforts, Half of the reporting come
panics zlso stated that the infermation for planming was a s uppor—
tive foctor in their offorts abt cnterprise planning. In contrast to
thusc favourable attitudes towards national planning, almost all the
respondents saw the economic policies and regulotions relating to
industrial licensing, forcign collaboration, import and expari,
capital issues and direct and indirect  taxation as hindrances to
their own planning offorts. :
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Despite these perceived obstacles, companics found scveral
factors in the enviremment that faveured planmncd action on their
pzrt. The market potential, dovelepment im the rural arcas, the
rehabilitation programmes for the sick industrics such as the toxe—
tile industry, the general desire to increase production, the growth
of nstional income, the protectedt matkct, and the policies supnort-
ing development in general were citod ameongst such factors.

At the same time, companies oxpericnced several Factors that
werc not conduclve to the formd3iation of long~term plans. Among. the
most eommonly cited factors wecre frequent changes in govermmcnt 's
fisczl policy, uncertain coonomic outlook, priee changes, erratic
sunnly of raw material, controls on credit and operctions, lack of
information for asscssing the futurs of the market and uncertainty
about the role of the private sector. Companies also cited scveral
factors which in their expericnce handicanped the implementation af
plans of longer duraticn. Among the various Factors cited by them
were the changes in government policy, licensing policy, delays in
procursment of solant and maochinery, uncertain cconomic outlook, do-
.lays in impkmertation of projscts in other industricl sectors, and
orratic supply of row material.  Other facta s included uncertaln
markot conditions, sheortcomings in transportation and communication
facilities and difficultiss arising from changing social attitudes
and approach towards modern industrial sct—up.

Despite the foctors unfavourable o formulatiocn and implcomen—
tation of long term plans, the responding companies underlined major
advantages gained by thom through planning. Sustained graswth and
nrofitability were pointcd out by ten companies as tho direct result
of their forwerd planmning. For six companies optimum utilisation
cf rosources was the major gain from the process of plenning. Betier
chocks and controls on organisation, superior assessmont of per—
formance, timely remedial acktien, the dovelopment of a strategy to
. most the objectives, flexibility to mect unforoseen circumstances,
identification of possible areas for development, identification of
oroblems in advance and annrapriate zction, and improved maregerial
pecrformance were ameng bhc positive gains realised by companies from
thc practisc of long=term planning.
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Fador, Findinos ond, Sonelusions

Formal lano-term plasning carnot be said to be very widely pro-
ctised by tho ccompanies in the private scctor foday in Indiz . The
rolatively small port;on af the companics having such practicas amaong
tiz top 300 gompanies, the indientions that many cthers have not yet
gopted such practices or are only in thc srecoss of initicting them
ndicate this conclusion., This, supportod by the porscnal knowledge
f the lack of such praetices in many cthers, confirms the above com—
l ion., - Twis finding need, however, only indicate that in a relo-
ly large numbes of comranics longer term nlanning has rot yet
bccnmﬁ sicnificant cnough to desrevc a degree of formalisation.
Studing cof laong rangc planning practices in the United States haue
indizatad Shat plafning is not universally practised by companiozs.
and that 1n many cases such practices provail only at an informal
lovel.? Howevor, in a broader way the above finding would indicate
the relatively low lovel of impict of planning as 2 philosophy on the
1an<g,m°nt af GDWFHnluS, inspite of CDnEanl 10 concern and di s
cuzsianz on plenning at the rational level in tho counury.

ol
3
c th
clds
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dhile the formal proctice af long=term nlanmning todoy  sesms to
be confined to a rclotively small promoriion of companies in Indig,
thero 1s an indicatios that others have started in this directicn in
a limited wvay., These companies have confincd suck longer torm. -plan,
ning, primarily t: enceifie projecis, such as diveorsification and mew
irwestmonts,  The eneciazl poojoets ronrescnt “strateoic decisions on
the nart of :oruanies and o thot oxtent sneecicl project nlans may
be lsaked up s @ long %erm operational planning evestrictcd to key
strnteogic chlsions. E

Although formal lono~torm slanning scoms to be ggtablished
ooly In a2 limited number of companics these have developed a certalm
degres of sophisticrtinn in this direction, The use of +*ho following
proctices points to this conciusioni explicit statenunt af company’s
Erozd cbjectives and goals; the specific dolincation of sectors

R A R R 3 R 1 RS R b R A —b R LI B U R

Selccted Fompaq; 8, Bﬁ rﬁthg_ln Tcxas, Burcau of Buswnoss Reshqrch,

The Unlverslty of Texas, Austin, 1963, p.171.
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(cuge, areas for desirable diversification) for foeussing planning
activity, intcmsive operational plamning of functional activitics
Using multiple parametecrs; specific crganisaticnal resnconsibility
for scanning cnvirommental oppartunitiss and initiating response
acticn and well sroanised follow—up of plans and perfermgnce,

The specific delinccticn of scctors for focussing planning
cctivity roferred to above included (&) oxtent of growth potential
in existing arcas, (b) ncw arcas wherc company expocts substantial
srowth, {c) fields irftn which diversificaticn is desirable, and (d}
araons where zcquisiticn of knowhow or collaboration is deosirable.
Theso repnresent end points of strategic slanning or the assessment
and choice of cnwvirommcntal oppertunitics in the light of company's
own distinctive competonce, skills and rosources, UWhile mere de-
Eailed study would be required to assess thec nature and guality of
strategy plamning, the very presence of o degrec of strategic plan~
ning in c¢ompanics is interesting, Medrthur and Scott studying in—
dustrial planning in francc in the midesixties came to the can~
clusicn "that a significant propcrtion and probably well over half
of the companics with sales oft 500 millicn francs or morc did ro—
latively strotegic planning. Manogements of some companies, cach
.responsihle for employment of thousands of people, wore unmistakably
'flying by the scat of their pants's in other words, thoy wore doilng
relatively littleftry and foresse and plan for futurc developmoni /to
in thoir industry or industriss,™S

The sophistication of planning practiccs is also revealed by
the comprehensive scope and intensive caveorage of opeorational plame
rming. The plans cover the major functional arcas, such as manu-
facturing and marketing, which underlincs the emphasis that the com
panics put an the exploitation of prosent nroduct market opportunie
tics and function of internmal roscurce gencration frem these opera~
ticns. Uniformly comprehcnsive plans in manufacturing reported by
the comnanics is worthy of note and may indicate the bias towaprds
manufacturing that choracteriscs the cconomy. Well defined targets
for rosearch ond devalopmont and speocial projeets indicate the come
nonics conecrn for broadening and strengthening the scope of com—
panics opecrations in the futurc.

Frapec, Division of Rescarch, Graduateo School of Busincss
fdministration, Harverd University, Boston, 1963, p.179
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Financial planning was found to bc an arca in which merz come
panies propared mast cemprchensive long r ange plans than in any
other functional arce.? Tho well defined financial planning ine
dicotes the concern of combining resource ganorotion, attracting
resource investment and thoreby achisving efficient linkage of ocur—
rent operations with imploment-tion of strotegic decisions in futurc,
The use of soveral parameters. in studying opcraticmal plans in cAch
of these functional arcas is on indicatiocn of - the depth of coveraoge
in company plans.

Long texm planning is still on way to gotting formal organiso-
ticnal representation. Even in companies where formel planning grouns
‘have been designated, the composition of tho groups reveal thom to
be a committce of oxecutivcs rather than z formal department. Fou
companics roportod caorporate planning departments in their organi-
.sations although the titlc of corporate Jlanner was menticned by anc
‘company. In other companics planring function is assigncd to 2
key departmont or departments. The Financc departmont participated
in the planning function in morc coampanics than any other, roflecting
well developed financial blans devecleped by most companics., Parti-
cipation of line coxecutivos from several departments again tond to
_ support the prescnt role of planning groups as a coordinating funmctinm
rather than as a specialisced and formally organised activity.

An-intoresting finding was the orgenisational responsibility
assigned to specific executives for sgcanning envirommontal opnortus
nitics and for initiating studies on isstes of possible significance

to the company.

R significant finding is thot a substantiol number of companics
have- found the spocific objectives of Five Yeaor Plans, investment
figures and progress of implomentation and infeormation for planning
as supportive to the procoss of planning within their organisatiohs.
This fact .supported by ‘the number of factors peinted cut by companics
favouring the formulaticn of . long term plans - lend sumport to the cone
clusion that ecompanics in theo privote soctor undorstand and apprcociate

4 Op.. Cit., 2; p.109
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the bancflis of national cconomic planning for their own strategic
planning., At the same timo, many companies including somc or most
of those who saw five year plans favourably, vicwed the varisus deo—
cisions of government's cconcmic policy, taken within the framework
of plans and planning as hindrancec to thoir own efforts at long term
planning. The most often stated factor by companiecs about deeisions’
on esonomic policy is their uncertainty, The study of bueinoss do-
cision making within the national cconomic planning in France has
nolntod out that 2 positive bomefit of such planning is "tho com
ordinating effoct of the nlan which refors primarily to govermmental
ceconomic decisions has an imporiant secondary offect on the busincss
community in the sensc that it increasss the dogrec to which busi-
noss cxecutives can rely on the plan and this is another factor in
roducing uncortaintiss over future devclopments,™ The reduction of
uncortainty has not apparcntly been ochicved to any dogree through
our national cocnomic planning process since the companics peointad
out uncertainties of govermment policics as a hindrancc both in
formulaticn of long term plans as woll as their implementation.

. Uc have thus a dysfunctional pictursc emerging as far as the
reclationships botween corporato planning and nationazl cconomic plare
ning are congerned. The deqree of congrucncc seen betwgen carperate
planning and national plamning at the broad level apsears to be moro
 than offset by the non-ccngruence of views on econemic palicy de-
cisions threugh which the national plan ok jootives aroc scught $o be
achicved, Whilc one can hypothosize rcasons for this dichotomy it
is fclt that this is am area which warrants further study. '

‘ 0 .spitc tho problems of uncertainty and 2 degrec of non—con-
gruence botween national economic planning and corperato planning

the cxpericnce of Firms thet have undertaken such planning points

to the eonclusion that long term corporate planning within our cconomy
is both feasiblec as well as rawarding. While many factors do exist
thzt arc not conducive to formulation of long term plans and impleo-
mentation, these are offsct by ather favourable factors--most of the
them related to the long range goals af econcmic devzlopment of thc
country. The opportunities prosented By the pursuit of the objectives
cf naticnal ceonomic devclopment is sufficicnt justificaticn to undore
take long term planning,

“Hans Sz i:llhammer, "Matiznal Economic Plannimg and EBuninces Decision
Moking?® The Freneh Expericrec, "California Management Rovicw {(Pub~
lished by Graducte Schocl of Business A'ministrotion of the Univer—
sity of Lalifornia, Borkeley, los Angeles and Irvine), Vol.XII,

Mo.2, Winter 1969, p.B81.
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While the above findings relate directly tc the questions with
which thc study started the data provided by the study revecaled soms
interecsting aspects having a beoaring on the nnturc of corporate plane—
ning in a planned cconomy and the possible diffgrences in omphasis
thet may choragterisc corperate planning unders such conditions,
Broadly, this refers to the nature of ungertainties that fncc com—
panics. Ungertaintics may be of threc majar types, uncortaintics
arising from government decisions, unserizintiss of market place,
uncertainties from the obsoloscence of cquipment or more generally, .
technological obsolessence. Uncortaintics of the first kind, arc
in ns means limitod ta compariss in India. ®... regulatory procosscs
that reostrict pricing, oxpansion and growth., If is oxtremely
difficult to anticipate morkets to be scrved by the company or the
degrea of compebitipn thaot can be antieipated as a rosult of goverp-
ment route awards."  Tris ia a statement of the problems of long
term planning by a company in the =zirlincs industry in tho United
States. Uncertaointies of this nature arc thereforo,part of any or—
ganisaticn working im an ares closcly rogulated by governmont. Uhere
governmcnt controls and regulstions are morc comprehensive, thesc
unccrtaintics are likecly to ho broader and more universclly applie
cable as in our country. DOn the other hand, therc is some indication
that the same regulztory processes reduce the uncertaintios of the
mzriket place and tochnological obsolescence tc some degree. Tiis
is refleeted in the lower ranking that mest companics gave for
intreductian of new product dovclopment in asszocssment of compeotition,
ranking it below expansiocn of capacity, licences for oxpansion of
capacity or rPew units and entry of new mamufacturcrs., It is olso
-notewnrthy, that slightly more thon half the number of companics
indicated only some or low significancc to new product developmeont
and introduction of new technology, vis—nwvis their long term plans.
Some indireect support comes from the fact thot no company stated
obsolescence of tochndlogy or equipment as a problem in long term
nlanning— a factor stated by many companics as ono of tho problems
in lenger term planning in the United States. Theso characteristics
of unccrtaintics perhaps loads us to tho broad conelusion thot the
prime area of omphasis in corporate planning in a planned cconomy
may be someWhat differant than in other countries. T..is might well
be identification of strategic «cpportunities that arc in linc with
tha ohjoctives of notional cconcmic developmont progrommcs.

5 .Dp.!.,‘;‘i.tﬂza 2 p. 169
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Summary Table 1

Duratizn of, Plans, Neo._of comnanies
2 years 2
3 yeors 10
4 years 1
5 ymars 10
23

a)

&)

c)

d)

Sunmary. Table 2

Barameters uscd No,of companics No, of companies using

using the
paramoter

Extent of growth potantial 19 All

in oxisting areas

Arcas where company expects 13
substantial growth

Fields into which diversie 14
fications 1s desirable

Areas where acquicition of 13

knowhaow or collaberation

4 pérameters

3 "
2 n
1 L

10
5

4
1
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Summary. Tells 3

Ouerall Company Targets

Parameters used Mo, of companies No,aof companies
using the using
parameter
a) Total sales ' 20 1 te 2 parameterz 4
b) Production quantity 20 4 to 6 parametcrs 10
c) Profits 20 7 to 10 peramcters _9
23
d) New Product Sales 17 —
e) New Plants o 17 -
f) Merket share of existing 14
products
g) Total Assets 11
h) Sales in now markets 7
1) Productivity/cost 2
improvement ’
J) Sourcos and anplication . T
of funds

k} Working capital 9



Parameters coverced No.,of companics
Jusing the
parameter
a) Working fapitzl Plans 23
b) Operating Cash Flows - 22
g) Capital Investment Plane 22

d)} Additional Capital -Sources 22

e) Corporate Taxcs 20

Ho.of companics
using

5 paramztors

A paramators |

17

1 o



2)

e)
d)

e)

F
g)
h)
J)
k)
1)
m)

1

Sunmary Tania 4, (Gontd),

d, Manyfactuwring

Parameters covered Np,of mompaniss
weing the para—
meter

Raw materizl requiroments 23

fMlarnufacturing Expenses 23

Manpower requiremaenis 21

Production in physical terms 24

Estiﬁate of row moterial 22

avellability

Impart reguirements 20

New machinery & equipments 19

Indigenpus availability of R.M, 17

Cost Teduction plans 17

Mow manufacturing facilities 18

Faw material aorices 2

Import substitution 1

Smme‘ 1

Mo, of companips using

3 parameters 1
5 to 7 paromcters 4

8 tc 11 parametrrql?_
23



a)
b)
c)

d)
2)

)

h)
i

)
k)
1)

20

Summary, Taple 4. (Congd)

Fungtional Area Plare

€. Marketing

Parameters covsred Ho.of companics

using tho

paramcton
Tatal Sales 23
Manpower nequirements 20
Sales valume of each major 19
product
Exports 16
Oistributicn Exponscs 18
Total farketing Expenses 15
Sharo of markat for ecnch 14
major product
Sales volume from new products 13
Yarohousing Expenses 12
Salecs cutlcots 11
Szles volume from now markets 11

Advertising

]

No.of companies
using

2 to 3 paramcters

4 tc 6§ parameters

3

6

7 tc 11 parametersi4

23



Summary Tabls 4 (Contd, ).

ianal Aren F;gugL

D. Resgarch & oloopent

L e .

Parameters

a)
b}

)

o)

£}
g)

No,of new product schemes
expected to be warked on

Estimates of expected sa2les
of new products

Total exaenditure target
Fecilities target

Manpower requirements

Sales and profit expectation

Import substitution

Nosof companie s
using the
parameter

15
11
13
13

14

No,of compardes
using

1 to 3 parometors

4 tc 6 paramsters

11



Ivpz of Projects for

Typc of Projects

z) Piant ExpansionfExtcasion

5) Diversification/New Product
Levolopmznt

e} New Investment
d) Mynufacturing and Marketing
g) Cost reduction

f) Flodernisation

iich Speeial Plans_are developgd,

No,of companics
developing plans
fur the project

13

13
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Sumpary_Table 6

Criteria used for Profits Measurement

Criteria usod

z) dot lncome before taxes

k)
c)
g)
c)
f)
3)
1)

Not ineome after taxos

Retuzn
ileturn
Raturn

Return

Twnors '

on net salecs

an total asscts

on capital cmnlayed
on fixed assets

cquity

; to total asscts

Mo, of companiss using

1 criteria
2 criteria
3 to § criteria

7 criteric

&
4

10

2
21

A=t

No. of companic s
using the criterio

16
12
12

10
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CORTORATE TLANNING FRACTICES TN PRI’MT“‘ SECTOR
GOMPANTSS IN Droga”

P Ve 3¢ Nambiidi=i

Formul atdon of broad pbiestives, targats and tasks for lo-
dusbrilsl develepmant by the natinnsl seongmic Plamning maechinery and
their schievement through firms in the public aud privats ggctorg
is sharacteristic of Tndia's industrisl developrent aystam, ' In such
a ovotom, seversl levels of planning activity, cwh as aseregata,
ssctoral, crogs sactgral, spat isl and entorprise p}.ammg axist slde
by side, Thim article desoribes ¢urrent practices in corperate (Lan.
ning in the larger companias in the private sector, . uit»hm the s*rﬁtem
of natisnal economis ‘planning in the counbry. -

‘Corshraté,plaming ineludes roth strategic as well an sperstiongl
plaﬁs. Strategie pleanning is the process through which companiss :
arrive st 4 cholcs among opportunities to be explolteds- The netl re-
svits of strategic planning generally are guch decisions as expan.
sion, diversification; penetratlon of new mark@ts, Bhei havmg in
genersl, long.term imollcation for the coppany!s futwrés  Operationsl
Planning will inviolve setting bargets and atdandsr ds of performance
to be reached for the company as a whole and for esch of the major
functionsl -aress, -The achievement of thess targets in s coordinated
fashion contribubes: to the sccomplistiment of ‘the stratsgic nlans.
National economic:Tlanning is the process waish produces as its net
result the five year plans, an activity which-is the function of the
Flanning Commission.

This articles is besed on & survey of Flaming Practices in private
"seckor companies.

h (43



The focus of this paper 1o on plans and plaming activitiaes
covering perieds of more than one vear.

= What Iz the extenb of planning pradtices in compani=s
in Indig?

=~ What is the scope of such activities?

- What has been the experience of firms thab have
practised plamning at the enterprise lavel?

+ How does Planning activity at the level of the
firm relate to the national economic planning?

These were some of the major questions for which snswers were
-sought through s questionnaire study of planning practlces in
Indian companies.

The study was conducted through a detailed questionnaire nailed
to the first 300 companies in the private sector, listed by the '
Economic snd Seientific Research Founcdation in order of size.l &
total of 35 companies (11,7 per cent) reaponded tn the study, Out
of these 35, 23 companies. (7.7 per cent) fully completed the ques—.
~ tionnairs while the remaining 12 companies wrote t~ say that they -

‘had either .not yet introduced such practices or were in the process
of making a beginning in this direction,

The 23 companies thgt reported their planning practices in-.
cluded firms from 11 industries, viz.,, basic wmetals, cement, engi-
neering, petroleum refining & products, petra-chemical s, mah-mada-
fibres, paper, textiles, tyres, pharmaceuticsls and chemicals, and
clgarettes, In terms of size, the smallest company had 400 emPlo-"
vees amd the 1argest around 35,000 emplovees. The annusl sales
turnover of the 23 companiss ranged between Rs, & crores and hRs,.88
crores. Assets of the companies fell in the range of Rs. 3 to 109
CTHresSe . c

1Ebonumic and Scientifie Resaardh Foundation, Ipp 300 companiess
1963-64 - 1957-58 ;New Delhi (1270), 320 p.
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The Strugture af. Zempsry Flans

The plgn horizop adoptad by redponding companies shewad tham
falling in twWe groupe, the first group {1’) comparics] heving almlan
ning horizon of five years and the secofi group (13 companies) having
in mest ¢afac ‘a thres year plan horizons Twe companics had & tip-
year plaming tedtm wqereag one campeny hal 2 Foureyeasr plar.z:mg torm
(ses sumnary Table 1), Anong conpandes fellowing the [lvo—vear plee

ning horizon wers theess in baslic metals, cemnt, petreolsum rafining
ard producis, petrcghémicals vapar, 4d cemnpt. Anng compaadzs with
threseyear planmag horizen were those-pmduaing LyTes, pharmacseie
tiaslg ard chemicols, ard textilos, . dnong enginsz-ring asmpmies in-
cluding manuf seturars af slootricsl muchinerv md eqaiwent tné Blap—
ning harfzon rangad between € and 5§ vearg,

The compaﬁv vl ang indlestad.the targsbs for achlammrant th“‘ii{i
the scop: of the omgaf_fgfs broad sbjsctives end goala.  Fourbeen
companies indilcatéed "that those broad objectivas and ganmls: that
mrmed the basis for plaming were stszted in writing, “Twenty com-
panis g prepsred their.7lsns ss a document covering targsta for the
compeny ‘a5 a whole or & comb1natlon of separate departmental and
specigl project olens, Orly three companies had their plans con<
fined exclwsi».rmly to specieal orgiscts . such as new projset davelope
ment, expansion of capacity, or.diversification. The overall company
plans served to indlcate the Brgsad- st”gteglc argas where attentlon
was to he focussed, ~ Thus; the company plane indicated. (1) the e
tent of growth potential that sxisted in esch of the present areas of
operatisn {19 companiss), {2) areas whara ths company anticipated
substantil growts (13 companies), {3) fields into which the coh-
panies wanted to diversify (14 companles) and {4} srass where the
compahies considéered tha acquisﬂion af knowhow or collaboratmn de—
girable (13 companles) {See Summary Talle £}

The companiss ranzed widely in the use of narameters with which
the overall targets of their plans were stated. Total sales, Pro-
duction 'In quantity, and profits were the ‘paraieters mgst ’wlaa]_V used;

these were followsd closely by new plant e*cpendltures, gales from
new products, and markelt sharcs for oxisting brodhects, - The uss of
total azssets and gsles from new markets were used only by a small ‘
number of companies while specific targets far use of working capital
and prodmtivrty and cos’ improvenents were stated only by ‘one com—
pany in each case. Nine companies used from seven to tan indicators;
ten companies between four and six, armd the rest used ohly one or

;wo parfneters to indicate targets for achievement [see Summary

able 3 -



Targcts for the couPany as a Whols wers brolen up inty detailed
plans of depsrtments and divisions in almoost all companlsos  The roo-
pansse indinated that these detalled departmential plgns were most
@ mprehengive in the grestast number of esmpanies In esvering Lho
finmce funcbiom Working dapital plans, opferating cash flow#, in-
vestment plens, ard dources of addltlonal capltsal werc covered by
the reporting eompanigs with Taw ovwvceptions. Only a fow companies
d1d not have forward plans for corporate taxes, whereas the vast
majority of reporting companies included corporate taxes as one of
the areas covered {see summary Table -44); '

Next in order of comprehensiveness caf® mamif acturing plans,
which indicated raw maberial reguirements, manufecturing expenses;
manpower requirements, estimates of raw material availability, and
import requirements, in most cases, Additionsl parameters indicated
by some companies included new machinery and equipment requirements
(19 companies) indigenous aveilability of raw material (17 companies)
ard now mamfadturing fasi1ities (15 compardes). Bighteen companies
used between eight and eleven parameters.in deseribing the targets
for their mamifacturing plans. Orly one company limited targets
to three basic parameters, vis,, raw material reguirements, mamufac-
furing expenses, and manpower requirement, Raw material prices and
import substitution. targets were specifically targeted only"in case
of one and two companies, raspectively (See Summary Table 4B}, '

- 811 companies presented thelr marketing plans using total sales
volume as the major parameter. Sales volume of =ach of the mgjor
 product groups and manpower requirement were the most widely used in

setting marke ting targets,  Hxports and total marketing/distribution
' expenses were used by nearly two-thirds of the companies. Sales
volune from new markets and sz es outlebs were indicated as targets
-only by half of the reporting companies. Fourteen companies used
batween seven znd 11; six companies used betwéen four and six and
three companies used only two parsmeters (see summary Table 4C).

Research_sgnd develgpment plans as psrt 'of lorg ramge plans
werg reported by only 18 companiss. Number of new product schemos
expected to be worked on, total expenditure targets, mmpower require-
ments, facilities Tequired and estimatsd sales from new products
were the leading parsmsters used. Tnport substffution was targeted
only by one company. Hewn compaales used four to six end the rast used
ot to three parameters for indicating targats (sne Sumary Taole 4D)



Mahagorial manpowar plans formed s regulsr feature of plans of
moet roporting companles, Reeruitment and trqmina plans, pt'omotion
© programmes and organisation and positlon Plans were Indicated in
thase detailﬂd plans

Spac ;al vroiecth r'lag were preparod by mes t comPaniss partiei-

pating in the survey, The speclal plens were most often developed
to cover expansion projecto, diversilicationy new Prodiet develop-
mant, new inveetments but only in s few cases covered cost raduction,
and modernisation (scc Summaty Table 5), The perlod asverad Ly
specidl Proje ct plans were 3 years or § ysars ‘albhough one phar-
masstitiasl end eheamical compaiy indingtaed g alaht ta ten ysar horle
zon in ¢ase of Spgg;‘f;xd o eg’ﬁq Tha shq?'t@.@t L ime pariand Car spa-
cigl project rlans was found b be two yoars in the case of one
aonpany, '

The compmlcs showed Gonsideratle diwrs;ty in the profit
Degsuring cpiteris used by them in setblng sbandards of prolibabllity
from the plang, Net 'inca_';me befere tay, net ineome sfter tax, return
on net sales and reburn en btotal assets were the mest widely uead
ariteria for gsetting profit performace standards« In comparlson to
Yhe above,-criteris such ss Teturn on capital (five esmpeniss);
return on fixsd assets {fowr compmies}, owners' equlty {(two com-
penies) or:sales to total assebs (one company) wera. used only by
limited number of compan:.es._ Ten compsnies used between thr ge am
five criteria fo¥ measurement of plan profits, while the remaming
ten companiss ‘used only one or two. Ome company used as many as
seven criteris, Wheras ornly a 9ingle ecriterion was used this was
net .anaime before tax or return on capital emrloyed {ses S ummary
Table 5

rrocess of Planninz

The corporate plans dsscribed abow emerged as the snd result
of the .procisses of planning in companies. These processes invwlved
assessment of the onvironment, formulation of broad ‘plang of sction,
and setiing targets fo be ach:l.evpd The companies . studied in the
survey made their. plans on the basis of forecast of tobtals ¢ompany
sales. These forecasts were broken up by mdjor product groups
(Sixteen companiss) and in most casas included projection of sales
from new products { fourtesn companies), However, only uine out of



the 17 eompanies andiering the questinn praclised laraeasting af thé
senoral ecoromic ouwblook and only el%h‘b of them made forecasts of
total industry sales. The most-common period of forecsst was flve |
yeere {oight eempaniss) Collowed by three yesrs (six cumpqniug)

Ons gave two year farecasts and in ene ¢a86 a horizon ¢f five te-n
vears was ahown, _ ' .

The fofécﬁst of geoneral edonemic outlosk and industry sales
served to establish the magnitude »f opportunities. Howavs:r, in
setting plans, ths asgessment of the pature of competition is.an
important function, Nine companies indicated that competd tive
situatl on in the Industry was of high significsnce in preparing
their own plans, while 12 dhers Indicated that competitive situation
was only of some significance. Where competition In irddustiy was
considered significant, companies indicated definite indicators of
competition which they followed up systematicslly. ®Pansion of
capacity of existing manufacturing units, licenses for expansion
of capacity or new mmits, and entrv of new manufacturers wers three
mo st commonly identified indicatars of competition by the companies.
Introduction of new products was seen as an indicator of likely
competition by onlv 12 comvanies participating in the setudy. Other
factors mentioned as indicatora of competitive situation and used b+
a few companies {six) was the financisl strength of the competitors.

in essential process In planning is the cholce of action pro-
grames for the long-term plans. One aspect of this process that
was covered in the questiomaire related to the sizriflcanee of tow
product development and introduction o f new processes or technology.
Ten companies indicated new prodiwe t. development o be highly signi-
ficant while nine others attached only woma significance to new
product development in relation to their long-term plans., Intro-
duction of new. processes ad technology had high significance in
the case of ten companies and only some significance In the case of
eight other companies. - There were four companles that attached
1little significance o new product development and five companies
that placed little significance to introduction of new technolnsey
in their long=term plans. Companizs which attached high significance
to new product development and new processes and technology included
in their plans specific programmes of action in this srea. Tpese
programmes izcluded strengthening research and devolopment capabllity,
maintaining cowtinuity of access to foreign techniesl Wnowhow, ron-
stant -liaison with research organisations, continuing product develop-
ment activities snd technical evaluation of processes. Other com-
panics had contimuiocus programmes for evaluation of their product ranges and
clpose cpordingtion between market resscarch and research and development.



The procass of modifying plans with changes in the enviroument
aod interdal Tastawrs 1s an agasential part of the process of vlenning.
inong the external [actors that necessitated ahangas in company
plans, changes in government policv was the £ actor mextioned by the
largest number (168 compmnies). Raw msterizl availability and chenges
- in raw materiadl priced cgme newt in srdar al gignificenea. Othar
factors cited wore avallabilitv of finence, the rising costs of
produatisn, unralisbla supply of public utilities, delav in fmalicam
tion of public sector projects, ond ec¢mm1c gityatiam, Commptitive
situst ion In Industrv and demand for rroduchs were cited onlv by
three amd four companles, respectively. Amng internal factors res=
ponsible for midification of plms, labour problems, delays in now
produet development end plant operating probtlems were most frequently
mentiored, Major changes In ocompany policy were slso mentloned 8s
an internal factor by a few comDanieS. o

The follow.up of plans is a major part of the Process of plan.
ning, &1l companies reported regular comparison o plms .ard per—
formancss, A4 tumber of companies reported that these comparisons
were made as and when reguired. Others. revorted monthly, quarterly
or half-yearly and annual mestings to dlscuss résults; these Wng
supplemented in some cases with more frequent comparisons, The res—
ponsibility for initisting corrective stlon rested. mostly with mem-
bers of the top mansgementy the Managing Director, the Exscutilve
Director, the Vice Président, Chsirman, General Manager gr Controllisr
-in seventéet companlesi with heads of divisions or units In eight
companies. The respons 1bility was glso shared by the planning divi-
sion and in a few cases by the operative mansgement, such as the
MNorks Managar or the Sales Manager.

Qrzsnisation for Planning

- A3 specialised activitles become more and more significamt to
company's working, it .is natural for such activitiles to be given for~
mal orgsnisal onal representation.  In 11 out of the 23 reporting
companies there wers formally designated planning groups. The com-
position of these formal planning groups varled smong the companies,
I one companv. the planning group was formed by s committee.of direc-
tors, . In thres companiss the formal nlanning group consisted of a
committee of executives. T the remaining seven companies the group



consisted of a group of senior executives suvpported by execubives
specifi cally working on plaming tasks, In the remainig 12 com-
panies the planmng regponsibilitv was spread often over more than
one department, The finace and marketing de partments had by and
large the widest organisational reprosentatl on (ten companies each)
-in planning followed by manufacturing (eight companies). Other
departmerts invelved were gereral sdministration, development,pro-
curement amd cntrol. Finace department had key responsibility for
planning in five companies, while marketing had key responsibility
for plaming in three sompatiies., Other departments that were-assigned
kev responsibility for planning were manufacturing and development.

By and large, aslmost all compsnies {twentyons) involved 1line
executives in the process of tasks and plaming. Ih terms of num-
bers participation of line executives came- mostlv from finance, manu -
facturing, marke ting, procurement and Research Development, in
that order.s . P .

The responsibility for initiating planning sctivity rested with
single individuals (14 companies) snd with more than one individual
in the remaining (9) companies, In the first group, thHe execubtlives
rssponsible were the Chairmsn (1 company), the Managing Director
{10 compsenies), the financial controller (2 companies) and the Vice
President (1 c_:ompany) In the companiss whers respons bility was
shared smong two or more exseutives, the Managing Director was al-
most always involved (2 companias), Sharing the responsibility with
the Managing Director wers chalrman {2 companies) Jinancial contro-
1ler (5 companies)sDirector {2 companies), Sales Manager (2 companies),
end Ganorsl Manager (2 companles). The maximunm number of people who
had responsibllity for initiating planning sctivity in eny one com-
pany was .four - the Mansging Director, F‘inam ia! Controlle r, one of
the D:_rectors amdl the Sales Manager.

Scanning the environment for new opPortunitiss is a significant
aspect of the process of plaming snd specific orgamisatonal res—
pons ibility for Yringing possible opportunitiss for examination had
been =mssign=d to spacific executives in a1l ths compaies partici-
pating In the stady., The respondibility was assigned to single
executives in 13 companiss, shared by € exscutives in six companies,
ard three executives in three nther companias, The functionsl mana.
gers had this respensibility in 11 campeniss, the Chairman, the
Manad ng Director, Vice President, Chief Executive or General Mana-
gerd in twelve companies and directors in three companies. Other



exacutives who shared such responsibilities included tke -bechnical
adwisara  and -eszeeutivgs reemmnsible [or corporate pilanning.

Compmv respondes indlcated that they also aasigned specifie
organisatisnal pesponsibility for initisfng studies on issues of
poss:.ble significance to the company, Thic medpens ibildity was In
most cases assigned to a member of the %eF management group=—Mana-
ging Dirscter, Vias President, Chairman, Director or Germersl Manager.
Mmetiongl Managsars, w:nomic Advicsre and tha anmnarata Dl;nm ra
glso hal this resoonsibility in & few compmica, .

Gorrorate Plguning-- the Bviromment and the Excerience

The relation of enterprise planning to nabional economic plan-
ning is a crucial area in that it represants an interfaecs bet-
ween tWwo subsystems of the national aeconomic planning process, The .
experience of enterprise plaming within a plamed aconomy esnd the
attitudes towards national plaming——developed out of such experience
or otherwigse--may be significant to the tetal process of economic de
development. The eomspni s participating in the study had a ransme
of experience 1n the practice of enterprise planning extending from
2 to more than 20 years, with average planning experience being 7_8
yesrs per company. This experisnce of companiss in planning within
the nationsl system may have sore bearing on the views exprassed by
themn.

Slxteen out of tha 20 reporting companiss found the specific
objectives of the Five Year Flans as supportlvs of their plaming
efforts, ™Mfteen companies found Five Year Flan investment figures
useful in their vlenning process. Progress of imrlsmentation of
the Five Year Plans was also viewed by s m?joritv of the cdmpanies
as supportive of their planning sfforts, Half of the renorting com-
paniss also stated that the EInformation for rlaming was a suppor-
tive factor in their efforts at enterprise planning, h comtrast to
these faveourabls attitudes towards national plemning, almsat all the
respondents saw the sconomle policies and regulations relating to
industrisl licensing, foreign collsboration, import amd export,
capital issmes ard direct and indirect taxation as hindrances to
their own planning aofforts.
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Despite these perceived obstacles, companies found several
Tactors in the environment that favoured planned action on their
part. The market potential, development in the rurel areas, the
rehebilitatlon programmes for the sick industries such as the tex
tile industry, the general desire to increase production, the growth
of nationsal incmme, the protected market, =and the policies support-
ing development in general weres cited amongst such factors,

_ At the same time, companics experisnced mveral factors that
were not conducive to the formulstion of long-term plans, Among the
gst commonly cited factors weras fresuent changes in government's
fiscal policy, uncertain economic outlook, price changes, erratic
supply of raw material, controls on credit and operations,lack of
informati on for asssssing the fubure of the market and uncertsinty
about the role of the privatz sector. Compsniss slse clted several
factors which In their experience handicapped ths implementation of
nlans of longer duration. Among the various faetors clted by them
were the changes in government pelicy, licensing policy, delsays in
procurement of plant and machinery, uncertain econcnmic outlook, de=
lavs in implementatlion of projects in other industrisl sectors, and
srratic supply of raw materisl, Otler factors ind uded uncertain
market conditdons, shorteomings in trmmsportation =nd communicatlon
facillities ond difficulties srising from changing social pttitudas
amd approach towards modera :Lndustrlal set=up,

Despite the factors unfavoursble ® formlation and implemen-
tati on of long term plans, the resconding companies underlined major
advantages gained by them through planning, Sustained growth and
profitability were pointed cut bv ten companiss as the direct result
of their forward planning. For six comp=niss optimum utilisation
of rasources was the major gain from the process of planning, Better
checks and controls on orgsanisation, superior assessment of per—
formence, timely remedial-=¢tion, the development of = strategy to
meet the objaetives, flexibility to meet unforesecen eircumstsnces,
identification of. possible areas for development, identification of
Erobiems in advance .and appropriate action, and improved m=snagerial
performance were among the positive gains real ised by companies from
the practise of long-term planning.
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Rl dings . DA n g

Formal long-term plemning carmst ba sold o be very widely pre
ctlsed by the-aampanios In the aelvate ceatar today in Tndlas The -
relatively, small portisn af the compani=s having sueh practices among

he B p 3030 esmpaniss,- the 1nc:.vr1t:tcns that many othsre Bave net veb
sdorted such practisec or ars only da th: precaes of Iinitiabing them
indiceats this conclusion. This, guprarted by the perssnal knouledge
of tho 1-¢k of sueh pragtices in mamy othars, eonfimsthe abovs con-
slucion, This finding need, hovever, pnly indicete that in 2 Telam
tivsly lerge number of compardes longer term rlaming has net vat .
become significant encugh to deserve = degres of formalisatdon,.
Studies of long rsange plaaning proctices in ths United Htates howe
indicated that planning is not universallv prectised by comp=niss

-l thgt in many c+s4s such practices prevail onlv at an informel -
level,® Howewver, In a broader way the above finding would indicate:
the relatively 16w level of impact of planning ss a:philosophy on the
nansgement of companies, In epite o1 continuing concern and dis- :
pussions on plaming at the national leval in the country,

While the fcmn 2l practice of long-term Dlaming tod:gr seems ‘to
be confinsd to a relatively small proportion of cympeniss in ]hd?_ﬁ,
thers is an indication that others hsve started in thss dirsction in
s 1imited way. These companies hava onnfined such longer barm plan-
ning, rrimarily to specific projects, such- =s diversificatl on and Y
investnents. The wpecial projects reprasent strategic deeisions on
the part of compenles snd # that extent special project plens may
be locked upon 28 =2 long term operall omwal plamning restricted to key
stratezis decisions.» ‘

Althgush f‘ornal long_te“m planning see™ to be e SEablisth only
in a 1imited number of companies ‘these have déveloped & certain de-
grec of sophistication In this dirsction., The usé ~f the Tollowing
prectices points % this \.—01’101115101’1' . explicit gtatement of Gomapny's
broad objsetives and gaals, the “speeific. delineati on of sectors

2y Wevell Jr., William T. ng angs Flann ing- Policles and Practices,

$lected Comoaniss Operating in Texas,Buresu of Zusiness Ressarch,
The University of Texas, fustin, 1965, pe 171,
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{eug.y Arcas for desirable diversifiecation) for focuesing - planning
sotivity, intensive operational plaming of functional sctivities
using multiple parameters; specifie organisational respons 1bflity
for scamning envirenmental opportunities ad initiating response

action and well organized follow.up of plans and performance,

The specific delineation of sectons for focussing planning
activity referred to above included (&) extent of growth potential
in existing areas, {b) new areas where company expects substantial
_growth, {(c) flelds inbo which diversification is desirable, end {4}
are as where 8cquisition of knowbow or collaboration is desirable.
These represent end pdints of strategic plaming or the assSessment
and cholce of enviroamental opportunities in the 1¥ght of company's
own distinctive competeme, skills snd resources. While more de~
tailed stuiy would be required to sssess the nature and quality of
strategy planning, the very presence of a degree of strategic plan-
ning in companies is-interesting. McArthur and Secott studying in-
dustrial planning in Francs in the mid-sixtles came to the con—
clusion M"that a significant proportilon and probably well over half
of the companies with ‘sales of 300 million francs or more did re-~
lgtively strategic planning, Mansgements of some cempanies s ¢pch res-
ponsible for employment of thousands of people, were unmistakably
wiying by the seat of theéir pants'j .in other words, thev were do ing
relatively 1ittle to trv and foresee am plan for future development
in their industry or industries, 3

The sophisticstion of plamning practices is alsn revealed by
the comprehensive scope and intenslve coverage »f operall onal plan-
ning. The plans cover the major functional areas, such as manu-
focturing and marketing, which underlines the emphasis that the com-
panises put on the exploitatlon of present product market opportuni~
ties and function of internal resource generstion from these opera-
tions. Uniformly cmprehensive plane in manufacturing reported by
the companies is worthy of note and may indicate the bias towards
manmfecturibg that .characterisés the economy. Well defined targets
for research and development and special proj cts indicate the com-
panies concern for broadening. and strengthening the scops of com-
canies operations in the future. S

®Me rthur, .Tohh_' H., and Scott, Bruce R., Industrisl Plenning in
Prance, Division of Research, Graduate School of Pusiness
Administration, Harverd University, Boston, 1363, o, 173,
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Finaeial plaming was found to be an arcae in wiich more coms
panies prepared most cﬂmprehensive lonz Tanga Ulans then Iin any
other functliongl: sréa™ -+~ The wall d afined finmmeisl PlanAing in—
dieates the ceneern of ocombining rosourcs gemratlon, abiracting
resource investment and thereby schieving afficilent linkage of crre.
rent operst ons with Implementation of strategic daeisisns in futurs.
The use of gevergl Parametors in 8tuwivhng oPoratienal plang in gach
of thege functiotal arest is an indicatlon of the depth of coveraes

in company plans,

Lorg term planning is still on way to getting formal arganisa-
tional represetatisn, Even in compmies where formal -planning groups
have been designated, the composition of the groups revesl them to
be a committee of exscutives rather than a formal department. TFew
companlss reported corprate planning deépartment s in their organi—
sations although the title of cortorate olamner was mentioned by one
compeny. . In other companies rlanning function 1s assigned to a
key dePartment or departments. The finar e dspartment participated
in the nlanning function.in more compsnies than =y other, reflezeting
well developed finenelal plans developsd by mest companies, Parti-
cipation of line exscutives from sveral department s again tend to
support the present - mle of plamiing groups as a mordinating fune—
tion rather than as a specislised and formelly organised activity,

I interestirg finding was the organisationsl responsibility
assigned to -specifi¢ sxecutives.for scanning environmental oppertu—
nities and for Initiatl ng studies on issues of possible significance
to the compeny, o

A significant finding 1s that = substantial number of companies
have found the spzecific objectivas of Five Year Plans, investment
figurss snd progress of implementation and information for planning
as suppertive to the process of planning within their organissations,
This fa~t suppcrtéd by the number of factors-pointed out by compani:=
favouring the formulstion of long term plans 1mmd mipo~t to the con—
clusien that companies in th: privats sector understand =ma appreclate

‘op,_cit,, 2% p, 1%
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the benefits of nationsl economic planning for their own’ strategic
plaming. At the same time, many companies including some or mwost
of. those who saw. five year plans favcurablv, viewed the various de-
cisions of government's ecomomic policy, taken within the framswork
of plans and planning as hindrance to- their own efforts at long tefm
planping. The mst often stated factor by companiss sbout decisions
on economic policy is their uncertainty. The study of buginess de-
cision making within the netisnsal economic planning in France has
pointed out that a positive benefit of such plemning is "the co-
ordinating effect of the plan which refers primarily to governmental
economic dscisions has an important sscondarvy effect on ths business
community in the sense. that it inereases the degree té which busi-
ness executives can rely on the plan snd this is. gsmother facter in
reducina uncertainties over future develorments.® -The reduction of
uncertainty hsas not apparently been sachieved t& any degree through.
our nationsal ecomomic planning process since the companies:; ‘pdirted -
out uncertainties of government policies ss a hindrance: both: in
formul at Ion of long term plans as well as thelr 1mnlementatinn.

We have thus a dysf‘unct.ional picture emerging -as far -as the
relationShips between carporate planning and national ecohomic plan-
ning are concerned.. 'I'f‘e degrée of cmgruence Seen between cor'porate
planning and national planning at the broad level appesrs to be more
than offset by the non-congruence of views on economic policy de-
cisiong through which the national blan obj sctives are sought to be
achieved, . While one can, hypothesize Preasons for this dichotomy it
is felt that this is an area which warrants further study.

‘ Despite the problems of uncertainty and a degrme of 110 I CO T
gruence between national economic planning and corporate. rlamning
the experience of firms that have undertsken such plaming points
to. the oonclusion that_ ng term corrorate plamig within our economy
is both fegsible as well as rewarding. Whils manv fac!tor‘s do exist
that are mot conducive to fortmlation of long term plans’ and mple—
mentation, the se are nffset by other favourable factors——most of the
them related to the long range gosals of economle dévelopmént of the -
country, The opportunities prcsented by the pursull of the oblectives
of national sconomic dewlopmeut is sufficient justification to under -
take long tsrm planning,

Hans Schollhammer, Mational Beonomic Plamning and Business Decisione
Malking: The Fronch Sxerience, " California Mangsemant HQewicw (Pab-
1ished by Oraduate School of Business Adminiatratlon of the niver=
sity of Galifornia, Berkeloy, Los fngolos and Im“inm), Vsl, TIL,

No, 8, Wintax 1959, e 91,
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while the abovs findinge reolate diractly Lo the questlons with
which ths gtudy shart~d bhe daks prwvided by the stody revesled some
interesting ngpeots heving 4 braring on the nafure a7 sarparaite plai-
ning In a 2lammed sconomp amd the possible differsnces in oMphasie
that may characterise corporate planning wmder such conditions,
Broadly, this refers o the neture of wWioertaintiss that face cane
paniss., Uncesrtaintics mey Do of three major tvpes, uncertainties .
arising from governmednt doclédene, uncerteintios of markal place,
unsaptaintiss from the ohsolescence of coulfmest ap mera gonsrglly,
technological obsolassettee. mesrtaintios of the first %ind, are
in ne means limited to companiss in Idia. ... regulatory process=s
that restrict pricing; oxpamsion snd growth . Tt 1s sxtremsly
diffieult to snticispte marksts to bz served by the company or the
degree of competitipgn that ean be anticipsted as az result of govarn-
ment route awards.” This is a stabtement of ths problems of long
term planning by a company in the airlines industry In the United
Stabes., Uneertainties of this nature are theref'sre part of any or-
ganisal on working In en area closely regulated by government., Whsrs
government controls and regulstions gre mre comprehensive, these
uncertainties are likely to be broader and mor: universally appli-
cablz as In our country. On the other hand, there is some indicaticon
that the seme regulabory processes reduce the uncertsinties of the
market place and technologicsl onsolescence to some dggree, This
is reflected in tha lower ranking that most companies gave for
introduction of new prodic t development in sssessment of competition,
ranking it below expanslon ¢f capacity, licences for expsnsion of
capacity or mew units and entry of rew manufscturers, It iz also
nateworthy, that slightly mere than h&lf the number of companiss
indicated ' only some or low significance %o naw product development
and Introduction of mew technology, vis-a-vis their long term plans,
Some Indirect support comes frem tha fact that no company stated
obsolescence of technology or equipnant as a preblem in long term:
planning-=-s “actor statad Ly many compzniss as ons- of ths problams
in longer term plaming In the United Stated. These charascteristics
of uncertaintiss perhaps lasds us fo the brogsd eoneclusion that the .
orime ares of emphasis in corporate plaming in a planned economy
may be somewhat different thsn in éthor countries., . This mizht well
be identification of stratezic opportunities that are in line with
the odjectives of natl onal economic development programmes,

GQE! Cito, 2 po 169
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b)
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Su Tgble.
é jrearé . 2
3 years .10
4 years 1
5 years __lf.?;
&3
Gymmary: Table 2
Pargmeters uged No. of compmies No. of: comPenies using
usitg the '
parameter

Extent of growth potential
in existing sreas

Aress uitere -comp_ény expects
substmtial growth

Figdlds into which diversi-

" fications-is desirable

H;A,A:z‘j_jeas where acquisition of
.. knowhow or collsaboration

A1 4 paremeters 10

19 3 5

18 -2 4
1 m 1

14

13



a)
b)
¢}
1)
e)

g)
h)
1)

i)

k)

ummary Teble 3

i7

Oversll Com

Paremeters used

Totgl sales
Production quantity
Profits

New Product Ssles
New Flants

Market shere of existing
rroducts

Total Assets
Sgles In new markets

Productivity/cost
improvement

Surces snd gpplication
of funds

Working Capital

20

20
20
17
17

14

11

Nos of companies
using the:
parameter

No., of companiss

using

1 to 2 parameters 4
4 to 6 parameters 10
7 to 10 parameters 9

23



a)
b)
c)
d)
e)

18

Summary Tgble 4

Pmetional dres Fleng

A

Farameters covered

Working Capital Flms
QOrerating Cash Flows
Capits]l Investment Flans
4dditional Capital Sources

Corrorate Taxes

Finace

Ne. of companies
" using the
par=méter
23
22
22

22

~ No. of c‘c’ampaniea

using

5 par=zmeters 17

_é{'p's:rametéré - B

23

———
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Sumngry Tatle 4 {Comtd.)

Funeti iras

B. Manufacturing

Farameters covered

Raw material raquirements
Manufgci‘:urihg Bxpenses
Manpower requirements ;
Froduction in physicel berms

Estimate of Raw material
evailability

Inrort requirements

New machinery & equipments
Idigenous availability of H.M.
Cost reduction plms

New menufacturing fecillties |
Raw materisdl prices

Import substitution

Spacs

P

23
23
g1

20

20
20
19

17

17

15

b=

No. of compsnles
using the caramster

Noo of companiszs
using

3 paremsters 1
5 to 7 paremeters 4

8 to 11 parametss 13

23



h)
i)

3)

1)

29
Summary Tatle 4 jglgontd. )
F\mcti_oh gl' ireg Plans.

C. Marketing

Parameters covered

Total Sales
Man fower reguirements

Sales volume of each major

product

Exports
Distribution Bxpenses
Total Markéting Expensea

Share of markst for sach
major product

Sales volume from new products
Warehousing Mxpenses

Sales outlets

Sales volume from new markets

Advertising

No, of companies
using the paramster

-23

P-4,

19
16
15

15

14

13
12
i1

11

No. »f compsanies

" using

2 to 3 pai‘am$'ters z

4 to 5 peorameters ¢

7 to 11 parometers 14
' 23



a)

g)

Surmary Tagble 4 (Contd, )}

21

Functional Arsg Plans

‘Begsearch % Lavelopment

Pgrameters coverad

No. of new product scheunes
expected to be worked on

Batimates nf expected .sales
of new products

Tot al expenditure targaet
Facilities target

Manpower requlrements

Sales amd profit exgectation
Tnport substitutien

No. ~f companies
nsing the parameter

15

1

13
13
14

No. of companies
using

1 to 3 parameters

4 to 8 parsmeters

7

11 -



a)
B)

d}

e}
)

mm

22

Tab

Type of Projects for which Special Flans sre developad

Type of Projects

Plant Fxpansion/Extension -

Diversific ation/New Product
Development

New Thvestment
Mamuf acturing and Marketing
Cost reduction

Modaernisation

No. of compsnies
developing plans
for the project

13

13
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Summsry Thble &

Criterig used for Prg‘fits Magsurement

Criteris used No. of companies
using ths criteris

a) Net income before taxes 18
b) HNet income after taxeé i2
¢) Return on net sales : 12
d) Return on total assets 10
o) Retwrn on capital employed 5
£} ' Return on fixed assets 4
g) Owners' equity 2
h) Ssales to total assets S

No, of companies using

1 eriterion 8
2 eriterisa 4
3 to 5 criteria 10
7 criterls 1



