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32 The Manager and the 
Budget
by Peter Drucker in Management, Revised Edition

How is it possible ↓ 

to works toward horizons ↑ ↓ 

that aren’t on your mental radar — 

at the right point in time? ↓

 
↑ larger

Thinking Broad and Thinking Detailed ↑ ↓ 

Intelligence, Information, Thinking

▪ “Most of the mistakes in thinking are mistakes in 
perception.

❖ Seeing only part of the situation — broad

❖ Jumping to conclusions

❖ Misinterpretation caused by feelings” — Edward de 
Bono

▪ Awareness without action is useless
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The MEMO they — the enemies of the future — don’t want 
you to SEE

 «§§§»

Next to double-entry bookkeeping and the copying 
machine, budgets are the most commonly used 
management tool.

Practically every business, large or small, has a budget of 
some sort.

And so has every hospital and every university.

Above all, no government agency in the world operates 
without an annual budget.

In fact, budgets are the only management tool that 
originated in governmental, rather than in business, 
practice. ¶¶¶

The original budget, as it was first developed in its 
modern form in England during the nineteenth century, 
listed revenues from taxes, custom duties, and so on one 
side, and expenses on the other.

This showed whether the government’s finances would be 
in surplus or in deficit and, thereby, whether to increase 
revenues, cut expenditures, or borrow money.

It also provided the legal basis for a government 
department to spend money.

Unless authorized in the budget, expenditure was illegal.

It was thus the first effective check on the bureaucracy, the 
first systematic and orderly way of telling the 
governmental executive how much to spend and for what 
purpose. ¶¶¶

http://rlaexp.com/memo.html
https://bit.ly/32x4mqa
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All budgets, no matter how constructed, still serve these 
original purposes.

They enable management—whether of a business, of a 
hospital, or of a government agency—to pull together its 
commitments, its plans and projects, and all its costs in 
one comprehensive document; the budget contrasts total 
expenditure with the total of expected revenues, thus 
arriving at a forecast of financial sources and financial 
requirements for the entire organization.

Budgets still establish what planned and authorized 
expenditures are.

And then budgets enable managers on every level to see 
whether events over the budget period actually follow the 
course predicted, or whether there is a shortfall of 
revenues, an excess of cost over the budget, or a 
significant change in economic performance of an 
enterprise, department, project, or product. ¶¶¶

Almost every business today uses the budget to forecast 
and to control its financial needs and financial position.

In particular, a budget is needed to enable the financial 
manager to anticipate the cash requirements of the 
business and to make sure that it obtains the necessary 
cash resources ahead of time.

Every budget process, therefore, develops a “cash flow” 
budget.

In most businesses there is also a capital budget—usually 
extending over more than one year—which sets expected 
needs for capital against the various sources of capital 
and thus provides the basis for allocation of capital 
resources among various capital expenditures (e. g., 
between proposals for expanding capacity and proposals 
for developing additional markets).

At the same time, the capital budget enables 
management to see whether the plans for obtaining 
capital are adequate to the capital needs of the business 
and to take timely action to bring the two into balance.
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The Budget Is A Managerial Tool
But the budget has grown to be far more than a financial 
tool.

It is, above all, a managerial tool.

It is the tool around which an experienced manager 
organizes all planning.

It is the best tool for making sure that key resources, and 
especially the resource of performing people, are 
assigned to priorities and to results.

It is equally a tool of integration for the entire workforce, 
and especially a tool of integration for the managers in 
the organization.

And it is a tool that enables the manager to know when to 
review and revise the plans, either because results are 
different from what was expected—whether better or 
worse—or because environment, economic conditions, 
market conditions, or technologies have changed and no 
longer correspond to the assumptions of the budget. ¶¶¶

The starting point for the budgeting process, especially in 
a business, should always be expected results.

What results do we expect to obtain in this business over 
the course of the next twelve or twenty-four months?

What results do we expect in this research department 
over the course of the next year or the next five years?

Only when the expected results have been thought 
through carefully does one ask, And what efforts does this 
require? ¶¶¶

Budgets are expressed in monetary terms.
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But monetary terms should be seen as symbolic 
expression—a kind of shorthand—for the actual efforts 
needed, and should be based on “real values,” that is, on 
people and materials needed, on work needed, on 
capacity needed.

Budgets, in other words, should always be used as a tool 
to think through the relationship between desired results 
and available means.

If they are looked at simply as a statement of cost, they 
soon cease to be the manager’s tool for planning and 
control.

Instead they may degenerate into a straitjacket that 
controls the manager and inhibits correct action. ¶¶¶

In particular, it is important to avoid the worst pitfall of 
budgeting, the pitfall into which government budgets 
tend to fall.

This is the tendency to regard last years expenditures as 
being “about right” and to project them into the new 
budget. ¶¶¶

Typically, in this kind of budgeting, the manager starts out 
with the budget for last year and then either adds 10 
percent across the board or cuts 10 percent across the 
board.

This may give her a “symmetrical” budget.

But it also means that she has not used the budget as a 
planning tool and is unlikely to use resources where they 
are needed.



32-the-manager-and-the-budget ::: 5/3/23, 10:12 AM ::: page 6 of 26

59

60

61

62

63

64

65

66

67

68

69

70

71

Zero-Based Budgeting
A remedy against this sort of projected budget is zero-
based budgeting.

Rather than starting with last year’s expenditures, the 
manager starts with the results he or she wants to achieve 
in a given area and asks, “Is it the right area?

Is it a priority area?”

And then, “What is really needed to obtain these results?” 
¶¶¶

In a large and complex enterprise, it is difficult to subject 
all expenditure areas to these questions every year.

Yet it should always be done for major expenditure areas.

For less important areas, zero-based budgeting might be 
done every three years or so, rather than yearly.

On such a rotating schedule, zero-based budgeting can, 
and should, be used in every organization as a tool for the 
periodic systematic review of all products, markets, and 
activities.

Thus it serves as the tool of systematic abandonment of 
the obsolescent, the unproductive, the unnecessary. ¶¶¶

Just as important as zero-based budgeting is the 
realization that any time period for budgeting is an 
arbitrary one.

A great many of the expenditures for which a manager 
budgets are, of necessity, geared to much longer periods 
than one year.

This applies particularly to capital expenditures.
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In the first year of a project—building a new plant, for 
instance—expenditures might be very low and confined to 
what is needed to do preliminary engineering and 
architectural drawings.

But this, in effect, commits the business to very large 
expenditures in subsequent years.

And if those are not made because the money is not 
available, the sums spent the first year are wasted.

The same applies to a great many other activities:

⁃ research work

⁃ management and manager development

⁃ training, whether of workers in the plant or of 
salespeople

⁃ or sales promotion and advertising.

All these activities require continuous efforts over long 
time periods to have any results.

To budget for them on an annual basis is, therefore, self-
delusion and likely to lead to waste in subsequent years 
when it is being discovered that the sums needed to 
make the activity produce the desired result are not 
available.

These activities require life-cycle budgeting that shows 
the efforts needed over the life of the project or activity.

scrivlnk://B7E64C2D-84FC-44D1-B251-4CA925EF434B
scrivlnk://5C91E02C-761E-4DE1-9CFA-2E2ABB62C2E8
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Types Of Cost
Accountants have long distinguished three kinds of cost:

One is variable cost: that is, cost that should fluctuate with 
the volume of operations, such as the cost of raw 
materials needed to produce a certain product, or the 
cost of direct labor needed in its manufacture.

Second is fixed cost, that is, cost to which the enterprise is 
committed by law or by past decisions, such as interest 
payments on money borrowed to create new capacity, the 
cost of maintaining capacity, real estate taxes, and 
insurance premiums.

The cost of maintaining an employee pension plan is also 
a fixed cost.

Finally, the accountant speaks of administered cost, that is, 
the cost of such activities as research, advertising and 
promotion, manager development, activities of the field 
sales force.

These costs are determined neither by the level of 
operations nor by commitments made in the past, but 
represent managerial decisions.



32-the-manager-and-the-budget ::: 5/3/23, 10:12 AM ::: page 9 of 26

90

91

92

93

94

95

96

97

98

99

100

101

Life-Cycle Budgeting
Accountants debate whether these distinctions are still 
meaningful ones.

Increasingly, for instance, “labor” is becoming a fixed 
rather than a variable cost.

But for budgeting purposes, the system is still useful.

Anything that is likely to be a fixed cost and anything that 
is an administered cost have, by definition, a time span 
well beyond one year.

Therefore, they should never be budgeted on an annual 
basis alone.

Rather, the budget should start out with the appropriate 
time cycle.

Then it should ask, What portion of the expenditure 
needed over this time cycle belongs in this current 
budgeting period? ¶¶¶

The best-known example of such life-cycle budgeting is 
the life-cycle costing that Robert McNamara introduced 
into the American defense budget while secretary of 
defense under President Kennedy.

Under the budgeting process of the U.S. government, as it 
had been practiced earlier, the armed services submitted 
their requests for money for the development of a new 
weapon, such as a new fighter plane, on an annual basis.

In other words, they asked for enough money to get a 
project started, without disclosing how much money it 
would take to get the project finished.

Then, when the first few hundred million dollars had been 
spent, they always argued that to abandon a project 
because its costs were going up sharply (as the new plane 
moved from drawing board into production) would lead 
to a waste of money already spent.



32-the-manager-and-the-budget ::: 5/3/23, 10:12 AM ::: page 10 of 26

102

103

104

105

106

107

108

109

110

111

When the first prototype of the plane rolled off the 
production line and when it became apparent that there 
would be need for an expensive and extensive training 
program, and also for very large sums of money to buy 
replacement parts for the plane, they could argue that not 
to provide these sums in the future budget would mean a 
waste of very large sums already spent.

Under life-cycle costing, the armed services are supposed 
to present total cost estimates over the life of the 
proposed weapon, including the training expenses and 
the expense for maintaining, repairing, and replacing 
equipment.

This, in theory at least, enables the secretary of defense, 
the president, and the Congress to know in advance the 
size of the commitment and its impact on future budgets. 
¶¶¶

Life-cycle costing, or some variant thereof, is increasingly 
becoming standard practice in business as well.

In fact, it is poor budgeting to assume that a new project—
whether a capital investment or an activity such as an 
advertising program or a training program—will cost less 
in the future.

Only the unsuccessful program does not require 
additional money; it can, and should, be abandoned.

The plant that turns out not to be needed should be sold.

The training program that does not produce trained 
people should be scrapped.

If the product does well in the market, if the plant turns 
out the right product at the right cost, and if the training 
program really trains people, it will always require more 
money in the future—and it should.

In budgeting capital expenses, fixed expenses, and 
administered expenses, the manager should always think 
through how much more money will be required to run 
with success.
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112 Success commits the organization to increasing the 
effective support for the program.
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Operating Budget And 
Opportunities Budget
For this reason alone, a great many companies 
increasingly separate the budget into two major parts.

One is the operating budget, which deals with all the 
things that are already being done.

The other part is sometimes called the opportunities 
budget; it deals with the new things that might be done, 
with the products, markets, activities, programs, that 
represent either something genuinely new or a new way 
of doing old work.

The operating budget tends to be many, many pages 
thick.

The opportunities budget, by contrast, is usually very 
short.

But the manager who has learned how to budget spends 
just as much time, as a rule, on the brief opportunities 
budget as on the lengthy operational budget.

In analyzing the operational budget, the manager asks, 
“What is the minimum that needs to be done in this area 
to prevent damage?

How much effort and how many resources have to be put 
into this activity to keep it going?

What is the lowest cost to obtain adequate results?”

In the terms of economic theory, his approach is one of 
satisficing.

He does not try to maximize.

He does not try to optimize.

He tries to “satisfice” the minimum requirements needed 
to prevent unacceptable performance. ¶¶¶
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In respect to the opportunities budget, the first question is 
always, Is this the right opportunity?

And if the answer is yes, then the question becomes, 
What is the optimum, in terms of resources and money, 
this opportunity can absorb at the present level?

Can we hope to speed up the development process of a 
badly needed new product by putting more people to 
work on it?

Will this only create confusion?

It is just as dangerous, in the early stages of an 
opportunity, to oversupply money and resources as it is to 
undersupply them. ¶¶¶

Failure to ask these questions is, in large measure, 
responsible for the failure of so many of the new 
government programs in areas of education and health 
care.

They are smothered in money, at a time when they need 
only a few first-rate people to experiment, develop, learn, 
and demonstrate.

The money brings with it a tremendous bureaucracy that 
is far too busy with its own internal mechanics to produce 
results, or even to know when results are being achieved.

And the public, led by the lush budgets of these 
programs, expects immediate breakthroughs, and 
becomes disenchanted when results are slow in coming—
as they have to be in educational or health-care programs, 
which, by definition, have long lead-times.
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Budgeting Human Resources
In order to budget properly, the manager has to use the 
budget as a tool for assignment control.

Most budgets provide only for money and specify where 
it should be spent.

They do not contain the necessary provisions to make 
reasonably sure that the expected results can indeed be 
obtained.

They do not provide for the only resource that can 
produce results: accomplished people. ¶¶¶

That last, and most crucial, step in the budget process is 
determining who should be accountable for what activity 
and for what expected results.

Unless the name of a person to do the work is listed 
against each budget expenditure, this decision has not 
been made.

The only decision that has been made is to spend the 
money—and that, of course, is the easy part. ¶¶¶

In budgeting, a manager starts out with his or her 
opportunities and priorities.

And in respect to each of them, the manager asks, “And 
whose job is it?

Is that the right person?

Is he or she capable of producing results?

Is that person available to do the job?” ¶¶¶
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Budgeting, in other words, is not a substitute for effective 
decisions.

It is a tool of planning and decision making.

And money is not a substitute for thinking, performance, 
and competence.

People think.

People perform.

People have competence.

They need money, to be sure, but without the people, 
money will only be wasted. ¶¶¶

In addition to being the manager’s planning tool, 
budgeting is also one of the most effective tools for 
communication and integration.

Budgeting always tries to present a picture of each part of 
a business.

But it also shows how each part relates to the ends and 
needs of the whole.

Budgeting, therefore, demands that the manager in 
charge of the whole, and each of the people in charge of 
the parts, discuss the budget jointly.

The manager of each unit needs to take leadership 
responsibility in the budgeting process.

The budget for the entire business is, in essence, the total 
of the budgets for all its parts.

Conversely, the budget for each part is derived from the 
budget of the whole. ¶¶¶

scrivlnk://072A9E5B-D38D-43CB-9FA4-58BC904389A1
scrivlnk://072A9E5B-D38D-43CB-9FA4-58BC904389A1
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Properly used, therefore, the budget becomes an 
important communications and integration device for the 
manager.

It should induce effective upward communication, which 
brings to the manager the point of view, priorities, 
concerns, and needs of each subordinate unit.

It should also provide sideways communication, enabling 
managers in other areas to understand what their 
colleagues are trying to accomplish and what they 
require.

And it should be an effective tool of integration that 
enables the manager to convey to the people who work 
for him or her an understanding of the needs of the entire 
business—of the decisions that have to be made, the 
priorities that have to be set, and, especially, of the 
personnel assignments that derive from the budget. ¶¶¶

A budget authorizes some expenditures and denies 
others.

It highlights and supports some opportunities, but by 
doing so plays down or denies support to other 
opportunities and activities.

It is a tool for making decisions that affect everybody in 
the organization.

Therefore, the budget can sometimes be seen as a tool to 
limit managers, or as their own escape from 
accountability, thus inhibiting motivation.

But when properly used, it can become a tool to stimulate 
and unify, to make understood and comprehensible the 
common interest, and to motivate even those whose pet 
projects have had to be denied.
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Budgeting And Control
The budget is a tool of managerial control.

It shows the manager how the organization is performing 
in each major area.

Are we “on budget”?

Or are we “under budget”?

One look at the figures can show us every month, every 
three months, every year.

And by the same token, the budget also shows when 
there is a need to revise the forecast—because things go 
better, worse, or differently than expected. ¶¶¶

Businesses typically look upon the budget as an early 
warning system for danger and lack of performance, and 
this is an important function.

But performance against budget should also be seen as 
an early warning system for opportunities, that is, for 
performance that is better than expected. ¶¶¶

One illustration of a budget control that does both is a 
very simple color code developed by a large 
multinational investment firm, operating in emerging 
markets, that supplies initial capital for new industries and 
new businesses.

The budget for all the investments of the company in any 
given country is shown on one big wall chart in the 
conference room in the company’s headquarters.

Each is coded in one of four colors: green, things are 
going according to budget; yellow, watch out, there 
might be trouble; red, there is trouble; and blue, things 
are going better or faster than expected.
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Management in this company has learned to spend as 
much (or more) time on blue areas as on the yellow and 
red ones. ¶¶¶

Suppose a new business finds that its new plant is being 
built faster than was originally expected.

It, therefore, can start marketing its new product a year 
earlier.

What does this mean for hiring people, for building a 
distributive system, for starting advertising and 
promotion, for ordering raw materials, and for working 
capital requirements?

If these are not supplied, the opportunity that the 
unexpected success in building the plant represents will 
be lost. ¶¶¶

Control by the budget enables the manager to disregard 
all the items that proceed according to budget, while 
those that significantly deviate from budget, whether on 
the plus or on the minus side, can easily be identified.

In fact, it is sound budget practice to show separately 
every month or every quarter the items with significant 
deviation from budget forecast and to have an 
explanation of the deviation available, so that the 
manager can decide whether the deviation requires 
action. ¶¶¶

However, different items in the budget obviously differ 
greatly in their importance, from the most critical to the 
most trivial.

And often, control by exception is not adequate for the 
most important.
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Increasingly, therefore, especially in complex operations, 
a critical factors budget is being used.

(It was developed first, in the 1920s, by General Motors.) ¶¶¶

A critical factors budget asks, for every product, service, 
and organizational unit, What are the few major items that 
account together for 75 to 80 percent of the total budget?

These items—and all together they may account for only a 
few hundred items in a budget that numbers thousands, if 
not millions, of items—are then reported on specifically 
and in considerable detail.

All the other items are reported on only if and when they 
deviate significantly from preset standards.

And the less important the item, either in terms of money 
or in its impact on strategy and operations, the greater is 
the range within which fluctuations in performance as 
against budget are not reported to higher levels of 
management. ¶¶¶

Another important and widely used refinement is the 
milestone budget, which controls disbursements and 
makes them dependent on achieving preset results.

The budget may, for instance, authorize spending on sales 
promotion and distribution of a new product, subject to 
the successful completion of market testing by a given 
time and within a given budget.

Until that milestone has been reached, the additional 
expenditure, while authorized and provided for, cannot 
be made.

Milestone budgeting is particularly important for capital 
projects, such as a major building, a major research 
program, or product development and product 
introduction.
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The Gantt Chart And Network 
Diagrams
The budget cuts across the entire organization—whether a 
whole company, a division, or a department.

It controls all its revenues and contrasts them with all its 
expenditures.

It presents, for each time period, a portrayal—or at least an 
X-ray—of the entire organization and indicates where 
control is needed.

But it does not give the manager the tools for planning 
and control of individual projects, and especially of 
complex projects extending over a long period of time. ¶¶¶

To build a big oil tanker, a major chemical plant, a new 
paper mill, or an office skyscraper is a five-year task.

The finished product is an integrated whole.

But it is the result of a great many different activities and 
goes through different stages.

Some of the activities have to be done in sequence.

Electric wiring and plumbing in the office building, for 
instance, cannot be installed until the frame has been 
completed.

But they must be installed before any work on the interior 
is done Other work can be done in parallel.

The engine for the tanker and the power train that 
connects the engine to the propeller will be worked on 
while the hull is being built and may even have to be 
begun before work on the hull begins.

Yet the contracting firm responsible for building the ship 
or the skyscraper is committed to a definite completion 
date and often has to pay heavy penalties if the job is not 
finished on time.
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It is also, typically, committed to a definite cost. ¶¶¶

The tool to control such projects is the Gantt chart *1.

The Gantt chart—and its many recent refinements such as 
the tools of network analysis, including the critical path 
chart2 and PERT3 is the most elegant and effective tool of 
planning and control at the managers disposal. ¶¶¶

Gantt’s basic idea was stunningly simple.

Traditionally, planning for a major complex job began 
with the beginning, the first step.

And it then went, step-by-step, toward the end.

Gantt proposed to start with the end product.”

On December 15, 1917,” he argued, “we have promised 
to deliver a finished destroyer, complete and ready to be 
put into service.

What is the last step that has to be done to reach this 
completion date?

And when will that step have to be started so that the ship 
will actually be ready by the promised delivery date?

And what then is the step before, and before that, and 
before that, all the way back to the beginning?”

The results of this analysis are usually shown in a series of 
parallel bar charts, each of which represents a major 
activity or effort.

There are two types of such bars.



32-the-manager-and-the-budget ::: 5/3/23, 10:12 AM ::: page 22 of 26

229

230

231

232

233

234

235

236

237

One represents efforts that can be made only after 
something else has been done, for example, installing the 
turbine in the destroyer, which presupposes finishing the 
hull of the ship.

The other bars represent activities that are not dependent 
on the completion of some other work, such as training 
the crew or designing the instrument panel.

Yet each of these efforts has to be started at a given point 
if it is to come together in the completed final product at 
the desired time. ¶¶¶

During the 1960s, the Japanese and Swedish shipyards 
established themselves as the world’s leaders and 
captured the largest shares of the world’s shipbuilding 
business.

Their costs for labor and material were not much lower 
than those of traditional shipyards in Great Britain or the 
United States.

Yet they could underbid traditional shipyards by a 
substantial margin.

They could also promise far shorter delivery dates—and 
make good on their promises.

A major reason was that the Japanese and the Swedes 
used Gantt charts; other builders had resisted the 
approach and had continued to plan in the traditional 
way, that is, step-by-step from the beginning to the end.

As a result, traditional shipyards again and again found 
that needed supplies, subassemblies, or training activities 
had simply not been planned and provided for, with the 
result of sharply increasing costs and delaying completion 
of the finished work. ¶¶¶
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For extremely complex programs, such as the building of 
a huge chemical factory complex or of a new weapons 
system, Gantt charts of greater complexity are required: 
critical path charts or PERT charts (the differences 
between these two methods are both minor and purely 
technical).

These are simply methods that enable the manager to 
stay in control of a great many different efforts that must 
interlock and interact at many points in time.

A starting point for these methods is something Gantt 
himself understood very well.

In every major project, there is one “critical path,” that is, 
one sequence of stages that takes the longest and cannot 
easily be reduced in size, speeded up, or cut short. ¶¶¶

In building the skyscraper office building, for instance, no 
interior work can be done until the frame, roof, floors, 
wiring and plumbing, and shafts for elevators have been 
finished.

Once all this has been accomplished, the rest of the work 
can be scheduled with considerable freedom.

The critical path is that of erecting the main structure.

The rest of the work has to be organized around it.

But renting office space in the skyscraper is also a critical 
path.

Trying to find tenants may well have to begin before the 
ground is broken.

And if the building fills up more slowly than was originally 
expected, finishing the last twenty-five or thirty floors of 
the building may not have the same urgency it seemed to 
have when the plans were drawn.
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There is thus, in building and designing a big office 
building, both a critical path to construction and a critical 
path to renting.

And the two have to mesh. ¶¶¶

Above all, critical path and PERT methods enable the 
manager to see what action can be taken to offset 
unfavorable developments, such as delays in time or 
increases in costs.

Where can resources be switched from less to more 
critical areas?

What must be added or sacrificed to make up for lost time 
or to speed up a project?

How much time might be gained or lost by spending 
more or less money? ¶¶¶

The Gantt chart need not be complicated, except in the 
case of truly complex systems work.

But there should always be a Gantt chart when a project 
extends over a considerable time period or when a 
project requires a substantial number of different 
activities that must come together in time or space.

Without a plan that starts from the intended termination 
point and works backward through the needed stages to 
the starting point, even simple projects are likely to get 
out of control with respect to time and cost.
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Judging Performance By Using The 
Budget
Managers also need to be able to plan the performance 
of the human organization and to control it.

They need to do this, both in terms of the groups that 
comprise the organization (divisions, departments, 
programs, activities) and in terms of the individuals who 
make up these groups. ¶¶¶

The manager needs to know first:

What performance is expected from this group or from 
this person?

And then the manager needs to know:

What performance has been achieved?

The starting point, in other words, is performance 
planning rather than performance appraisal.

The starting point for performance of the human 
organization, like the starting point in the Gantt chart, has 
to be the intended result.

As has been said many times before in this book, this 
must be focused on objectives and should be considered 
a major responsibility of the organizational unit and of the 
individual manager and professional.
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Summary — The Manager and the 
Budget
The budget enables the manager 

▪ to allocate resources for results, 

▪ to balance income and expenditures, and 

▪ to control events in time to take corrective action.

The Gantt chart and its various refinements, such as the 
critical path chart or PERT chart, enable a manager 

▪ to plan a major project, 

▪ to allocate resources rationally to the various stages 
and kinds of work needed 

▪ to complete the project, and 

▪ to control progress toward completion of the project, 
both with respect to the time needed and to the cost 
incurred.

Performance planning for units and individuals and 
performance appraisal, finally, enable the manager 

▪ to make productive the people, the knowledge, the 
vision, and the motivation of the human organization, 

▪ to focus human energy on performance, and 

▪ to make organizational performance, in turn, redound 
to individual development.

¹ (named after the American pioneer of scientific 
management Henry L. Gantt, 1861-1919, who first 
developed this tool for the tasks of World War I)

² (developed by the DuPont Chemical Company in the 
1950s)

³ (program evaluation and review technique, developed 
by the U.S. Navy in the late 1950s)
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