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6.2.4: Goals or Outcome Statements

1. Explain the individual and organizational effects associated with goal setting and planning.

Creating goals is an inherent part of effective managerial planning. There are two types of organizational goals that are interrelated
—official and operational goals.  Official goals are an organization’s general aims as expressed in public statements, in its annual
report, and in its charter. One official goal of a university, for example, might be to be “the school of first choice.” Official goals are
usually ambiguous and oriented toward achieving acceptance by an organization’s constituencies. Operational goals reflect
management’s specific intentions. These are the concrete goals that organization members are to pursue.  For example, an
operational goal for a hospital might be to increase the number of patients treated by 5 percent or to reduce readmission.

The importance of goals is apparent from the purposes they serve. Successful goals (1) guide and direct the efforts of individuals
and groups; (2) motivate individuals and groups, thereby affecting their efficiency and effectiveness; (3) influence the nature and
content of the planning process; and (4) provide a standard by which to judge and control organizational activity. In short, goals
define an organizational purpose, motivate accomplishment, and provide a yardstick against which progress can be measured.

Goal Formulation—Where Do Organizational Goals Come From?

There are two different views about how organizational goals are formulated. The first view focuses on an organization and its
external environment. You will recall that there are many stakeholders (e.g., owners, employees, managers) who have a vested
interest in the organization. Organizational goals emerge as managers try to maintain the delicate balance between their
organization’s needs and those of its external environment.  The second view concentrates on the set of dynamics in the
organization’s internal environment. Internally, an organization is made up of many individuals, coalitions, and groups who
continually interact to meet their own interests and needs.  They bargain, trade, and negotiate, and through these political
processes, organizational goals eventually emerge.

Neither approach to goal formulation can alone provide for long-term organizational success. Goals must fit an organization into its
external environment while satisfying the needs of external constituencies. In addition, goals must enable an organization’s internal
components to work in harmony. For example, the goals of its marketing department need to mesh with those of its production and
finance departments. The challenge for managers is to balance these forces and preserve the organization.

Multiple Goals and the Goal Hierarchy

Consistent with the two views of goal emergence, Peter Drucker offers the perspective that organizations must simultaneously
pursue multiple goals. A well-known management scholar, consultant, and writer, Drucker believes that to achieve organizational
success, managers must try to achieve multiple goals simultaneously—namely, market standing, innovation, productivity,
profitability; physical and financial resources, manager performance and development, employee performance and attitude, and
public responsibility.  Reflecting his concerns, the Hewlett-Packard Corporation has established the seven corporate goals listed in
Table 17.2. Sometimes units within organizations may pursue goals that actually conflict with the goals of other internal units. The
innovation goal of a research and development department, for example, might conflict with the production department’s goal of
efficiency.  Managers must strive to integrate the network of goals and resolve internal conflicts when they arise.

Hewlett-Packard’s Corporate Goals

Source: Adapted from Y. K. Shetty. 1979. New look at corporate goals. California Management Review 22(2): 71–79.

Profit. To achieve sufficient profit to finance our company growth and to provide the resources we need to achieve our other corporate
objectives.

Customers. To provide products and services of the greatest possible value to our customers, thereby gaining and holding their respect
and loyalty.

Field of Interest. To enter new fields only when the ideas we have, together with our technical, manufacturing and marketing skills,
assure that we can make a needed and profitable contribution to the field.
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Hewlett-Packard’s Corporate Goals

Source: Adapted from Y. K. Shetty. 1979. New look at corporate goals. California Management Review 22(2): 71–79.

Growth. To let our growth be limited only by our profits and our ability to develop and produce technical products that satisfy real
customer needs.

People. To help our own people share in the company’s success, which they make possible: to provide job security based on their
performance, to recognize their individual achievements, and to help them gain a sense of satisfaction and accomplishment from their
work.

Management. To foster initiative and creativity by allowing the individual great freedom of action in attaining well-defined objectives.

Citizenship. To honor our obligations to society by being an economic, intellectual and social asset to each nation and each community
in which we operate.

Table 17.2

Broad organizational goals, such as productivity, innovation, and profitability, are likely to be broken into subgoals at various
organizational levels. The complexities posed by many interrelated systems of goals and major plans can be illustrated by a goal
hierarchy.  Thus, an organization sets organizational-level, divisional-level, departmental-level, and job-related goals. In the
process, managers must make sure that lower-level goals combine to achieve higher-level goals.

1. What is the difference between official and operational goals?
2. How do multiple goals fit into a goal hierarchy?
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