Hierarchy of Objectives
A Level Revision Notes
Key Definitions:
Corporate Objectives: a quantifiable statement of a business’s goals which should include measurable targets.
Functional Objectives: a quantifiable statement of a department’s goals which should enable it to contribute to the achievement of the business objective.

As a business grows the founder(s) of the firm will become less involved in the decision making process on a day-to-day basis. Their role is to establish long term goals for the organisation and make reasons for achieving these aims clear to key stakeholders in the business. 
Corporate Objectives
Corporate objectives should be measurable targets so that the senior executives of the company can assess progress towards achieving the long-term goals of the business. They should also be clear so that employees at all levels within the organisation are aware of what the company is trying to achieve. 



Functional Objectives
Every functional area should use the corporate objectives to set its’ own targets. Therefore the plans of all parts of the business can be focussed on achieving the same longer-term goals. A functional plan should not be seen as a separate entity to those of other departments.
If the corporate objectives are to be achieved then all of the functional objectives must be co-ordinated so that they do not contradict each other. The success of any department depends on the cooperation of all other functions with that department.
This is can be easy to achieve in small/medium sized businesses, but not larger firms. This is due to communication channels becoming larger and more complex. Having a coordinated approach to setting objectives and measuring performance can be difficult to maintain.
Functional Objectives Working Together
If there is no coordination of functional objectives, there is little chance of overall success. 
An example may be if a manufacturing business sets itself the corporate objective of increasing profits by 15% over the next five years.
The Operations function may set the following objectives:
· Reduce waste to less than 1%
· Reduce the workforce by 5%
The Marketing function may set these objectives:
· Increase sales by 25% over the next three years
· Increase customer satisfaction to 95% within two years
The HR function may decide on the following:
· Reduce administration and managerial staff by 15%
· Increase productivity per employee by 6%
The finance function may decide on the following:
· Reduce adverse budget variances in every functional area
· Cut supply costs by 2.5% within 18 months
These functional objectives need to be discussed and coordinated so that time and effort is not wasted and conflict between functional areas does not arise.




Relationship between Corporate & Functional Objectives
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Functional Strategies
Once the functional objectives have been agreed, the detailed plans (functional strategies) of how they can be achieved must be developed.
These plans must be specific and quantifiable so that managers can measure progress and ultimately success. These strategies should be the result of consultation with those involved in the implementation of the plans, otherwise there is a real possibility that the functional strategies may be unrealistic or too vague. 
Either of these situations could lead to delay and demotivation because they indicate that the channels of communication in the business are not effective. 
SMART Objectives
The functional strategies must be SMART:
Specific: no confusion about what is required
Measurable: a quantifiable goal is clear
Achievable and Agreed: the result of consultation with those involved in its delivery
Realistic: an impossible goal is likely to demotivate employees at any level of the hierarchy in any organisation.
Time Based: so that progress towards achievement can be measured.




The relationship between functional objectives and strategies:
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Corporate Objectives


Maximise Returns or profit


Growth


Survival
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. Business in action

Marks & Spencer:
functional objectives

There are 27 people on the Marks &
Spencer Executive Team representing
all areas of the business. This should
ensure that the functional objectives
are discussed and a coordinated
approach is taken towards the
achievement of corporate objectives.

ncrease sales by 25 per cent over the next three years

| increase customer satisfaction to 95 per cent within two years,
The Human Resource function may decide on the following
objectives:
! reduce administration and managerial staff by 15 per cent
I increase productivity per employee by 6 per cent.
The Finance function may set these objectives:
* reduce adverse budget variances in every functional area
 cut supply costs by 2.5 per cent within 18 months.

It is clear that, although all these functional objectives will contribute
the achievement of the corporate objective, they need to be discussed
coordinated so that time and effort is not wasted and conflict betweei
functional areas does not arise.

In the above example, the Operations department wants to reduce th
workforce by 5 per cent. At the same time, the HR department has
the objective of increasing employee productivity by 6 per cent. Thes
two objectives must be coordinated so that the most efficient size of
workforce is retained.

& Corporate objectives

Marketing
objectives
e.g.increase
sales

Fig. 1.3 The relationship between corporate and functional objectives

. Key terms

Functional strategy: the plan by
which the department intends to
achieve its functional objectives on
a day-to-day basis.

e.g.survival
Operations Finance Human resources
objectives objectives objectives
e.g. e.g. cash flow e.g. make full use
innovation management of workforce

" Functional strategies

Once the functional objectives have been agreed, the detailed plans
(functional strategies) of how they can be achieved must be developi
Again these plans must be specific and quantifiable so that managery.
can measure progress and, ultimately, success. These functional

strategies should be the result of consultation with those involved in
the implementation of the plans, otherwise there is a real possibility
that the functional strategies may be unrealistic or too vague. Either
of these situations could lead to delay and demotivation because they
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Hegotiation of the sale of Marks & Spencer Money to HSBC
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: b RS measured.
~weavy TV, newspaper and billboard advertising for Marks &
~Hpencer products
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b lmprovements to the rewards package, training and career paths
launch of a new website
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4, 1.4 The relationship between functional objectives and strategies





