Chapter 2 Mission, Goals and Objectives
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1.
A Hierarchy of Objectives and Plans
1.1
As a part of a strategic review, management should always re-consider the purpose of the entity that they manage – what it is trying to achieve. In the strategic planning process, goals, objectives and strategies should be decided with the aim of fulfilling the entity’s purpose. A business entity should have a hierarchy of aims and plans. A useful way of presenting this is shown below.
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2.
Vision and Mission
2.1
Vision represents the overall aspiration for the future of an entity.

2.2
A mission is the purpose of an organisation and the reason for its existence. Many entities give a formal expression to their mission in a mission statement.
2.3
A mission statement should be a clear and short statement. Drucker suggested that it should answer the following fundamental questions:
(a)
What is our business?

(b)
What is our value to the customer?

(c)
What will our business be?

(d)
What should our business be?
	2.4
	Example 1 – Vision

	
	3M

3M technology advancing every company

3M products enhancing every home

3M innovation improving every life


	2.5
	Example 2 – Mission

	
	Apple
Apple is committed to bringing the best personal computing experience to students, educators, creative professionals and consumers around the world through its innovative hardware, software and Internet offerings.
Google
Google’s mission is to organize the world‘s information and make it universally accessible and useful.

Microsoft
Microsoft’s mission is to enable people and businesses throughout the world to realize their full potential.
Pfizer Corporation (pharmaceuticals)

Our mission. We will become the world’s most valued company to patients, customers, colleagues, investors, business partners and the communities where we work and live.

Our purpose. We dedicate ourselves to humanity’s quest for longer, healthier, happier lives through innovation in pharmaceutical, consumer and animal health products.’

A mission statement might include some reference to competitive position.


2.6
A mission statement can have several different purposes:

(a)
to provide a basis for consistent strategic planning decisions
(b)
to assist with translating broad intentions and purposes into corporate objectives

(c)
to provide a common purpose for all groups and individuals within the organisation

(d)
to inspire employees
(e)
to establish goals and ethics for the organisation

(f)
to improve the understanding and support for the organisation from external stakeholder groups and the public in general.
3.
Goals and Objectives

3.1
Goals are aims for the entity to achieve, expressed in narrative terms. They are broad intentions. For example, an entity might have the goal of maximising the wealth of its shareholders, or the goal of being the world’s leading business entity in one or more markets.
3.2
Objectives are derived from the goals of an entity, and are aims expressed in a form that can be measured, and there should be a specific time by which the objectives should be achieved.
3.3
The objectives specified by the strategic planners should be SMART:

(a)
Specific/stated clearly

(b)
Measurable

(c)
Agreed

(d)
Realistic

(e)
Time-bound (a time must be set for the achievement of the objective).
	3.4
	Example 3

	
	A company might have a goal of maximising the wealth of its shareholders. Its objective might therefore be to double the share price within the next ten years.
Objectives might be expressed as a hierarchy of corporate and strategic objectives:
A corporate objective might be to double the share price within the next ten years. This is the overall objective for the entity.
In order to achieve the corporate objective, it is necessary to set strategic objectives for key aspects of strategy. Examples of strategic objectives might be:
· to increase the annual profit after tax by 125% in the next ten years
· to introduce an average of three new products each year for the next ten years

· to become the market leader in four market segments within the next ten years, an improvement in each case from the current position of second largest competitor in each of these market segments.


3.5
Some strategic objectives are more important than others, and there is a hierarchy of strategic objectives. However, the main strategic objectives might be identified as critical success factors, for which there are key performance indicators.
	3.6
	Example 4

	
	Which of the following aims is (or are) an objective? Give your reasons.

(a)
A supermarket chain has a target of increasing its market share from 20% to 25% within the next five years.

(b)
A fitness and leisure centre has set itself the aim of becoming ‘best in the field’.

(c)
A chain of cinemas has the aim of increasing its sales revenue by 2% next year.

(d)
A telecommunications company has set itself the target of reducing customer complaints in the next 12 months from 1.5% to 1% of its total customer numbers.
Answer:

(a)
This is an objective. It is clearly stated and measured, and presumably realistic.

(b)
This is not an objective, because it is not measured. It is a goal.

(c)
This is an objective. It is clearly stated and measured, and presumably realistic.

(d)
For the same reasons, this is also an objective.


3.7
Who decides mission, goals and objectives?
When an entity states its mission in a mission statement, the statement is issued by the leaders of the entity. For a company this is the board of directors. Similarly, the formal goals and objectives of an entity are stated by its leaders.
However, the decisions by a board of directors about the goals and objectives of an entity are influenced by the way in which the company is governed and the expectations of other stakeholders in the company.
4.
Stakeholders and Stakeholder Expectations
4.1
Definition of stakeholders
4.1.1
The stakeholders in an entity are any individuals, groups of individuals or external organisations that have an interest (a ‘stake’) in what the entity does or is trying to achieve. Some stakeholders have much more influence than others over the strategic decision-making of an entity, and the identity of the main stakeholders varies between different entities.
4.1.2
The stakeholders or stakeholder groups for a business entity usually include most of the following:
(a)
the ordinary shareholders

(b)
the controlling shareholder, if there is one

(c)
other classes of shareholders

(d)
bondholders

(e)
the investment community

(f)
lenders

(g)
suppliers, especially major suppliers

(h)
customers

(i)
the directors

(j)
other senior executive managers

(k)
other managers and employees, or groups of employees

(l)
the government (local or national government)

(m)
pressure groups, such as environmental protection groups and human rights groups

(n)
local communities in which the entity operates

(o)
the general public.

4.1.3
Although large companies have most or all these stakeholder groups, the influence and significance of each stakeholder group will vary. Many stakeholder groups might have very little influence at all on strategic decisions by the company. The relative importance and significance of each stakeholder group will vary with the company’s circumstances, and the attitudes of its shareholders and directors towards corporate governance.
4.2
The expectations of stakeholders
4.2.1
Each stakeholder or stakeholder group has different expectations from a company. They expect to benefit from their association with the company, and the benefits they expect are different.
4.2.2
According to the traditional view of corporate governance, the main stakeholders are the shareholders of the company, its board of directors and probably also its senior managers. These stakeholder groups have different rights and duties, and they also have different expectations of what the company should provide for them.
4.2.3
Company law varies between countries, but the rights, duties and expectations of the main stakeholder groups might be described briefly as follows.
	
	Rights
	Duties
	Expectations

	Shareholders
	· Right to vote on certain issues

· Other rights are set out in the constitution of the company
	· None
	· Share price growth

· Dividends

· Return on investment

	Directors
	· No rights, but extensive powers are given to the board under the company’s constitution
	· The directors have certain duties in law (e.g. a legal duty of due care and skill)

· The board of directors has a duty to give leadership to the company
	· Personal advancement – remuneration, status

	Senior managers
	· Employment rights
	Senior managers have a duty to carry out their delegated tasks, in accordance with their contract of employment
	· Personal advancement

· Possibly a belief that they should have the power to make key strategic decisions


4.2.4
Other stakeholder groups have different expectations from their company.
(a)
Employees expect to receive fair pay for the work that they do. They will often want job security and possibly career progress. They might also expect good working conditions. The expectations of employees might be expressed by trade union representatives.
(b)
Customers have expectations about the nature of the goods or services they receive from a company.

(c)
Suppliers might expect to develop a good business relationship with the company and collaborate on achieving improvements in the value network.

(d)
Communities might expect a company to provide employment and economic prosperity by investing in the local area

(e)
The general public and government might expect a company to show concern for the environment and to reduce pollution and develop environment-friendly ways of operating.
4.2.5
Stakeholders within an entity include shareholders, senior managers, middle managers and other employees and their trade union or staff association representatives. Their power or influence over decision-making within the entity might come from:
(a)
their control over formal decision-making processes (shareholders, the board of directors, senior executives)

(b)
their position in the management hierarchy (although senior managers should not rely on their formal power alone to exercise influence within the entity)

(c)
their influence (through personal qualities)

(d)
control over strategic resources, such as the work force or key workers in the work force, or the design or research and development department

(e)
knowledge or skills (for example, accountants)

(f)
control over access to the entity’s environment (for example, the marketing department often exercises influence because marketing managers can claim to know the customers best)

(g)
their ability to exercise discretion. For example, in a large organisation such as a government department, middle management often has considerable influence over the way in which senior management strategies are implemented.
4.2.6
External stakeholders include lenders, suppliers, customers and the government. The influence of external stakeholders might come from:
(a)
laws and regulations (the government)

(b)
the dependence of the entity on particular suppliers or customers (for example, the bargaining power of suppliers or customers)

(c)
the involvement of an external entity in the implementation of strategy (for example, the importance of distribution networks and organisations)

(d)
the knowledge or skills of an external entity (for example, an important subcontractor).
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