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It gives us a great pleasure in presenting the first edition of the book titled “Strategic
Management” under new syllabus of VI Sem BBM of Bangalore University. The book is not the new
one with the fulcrum of the subject information which is added by Bangalore University on the
revised syllabus under new dispensation.

While management is the art of getting things done through and by the people, Strategic
Management aims at achieving corporate objectives and goals through distinct mechanisms. Many
strategic decisions revolve around planning, implementation and evaluation of strategies giving
adequate opportunities to the environmental changes. One can find Strategic Management practices in
all walks of human life. From time immemorial, kings, monarchs, gladiators, important characters and
monarchs in epic freedom fighters (Mahatma Gandhiji’s strategy of non-violence, say for example) to
modern multinational companies to business leaders and a mendicants used strategies to achieve their
predetermined objectives with available resources and ability at their disposal.

The present Strategic Management text book concerned with organizational business policy,
strategy formulation, implementation, evaluation and control in the light of a given environmental
scenario. The management students must necessarily possess theoretical backgrounds of
environmental analysis, SWOT (now SWOC) analysis, Competitive Edge, strategic decision making,
strategic management process, Vision, Mission, Strategic Intent, Key Result Areas (KRAs) and of
course the reasons for the failure of strategic management before stepping into actual executive
practice.

The specialty of this book is that for acquainting with conceptual foothold, the related concepts
are explained thoroughly, the readers can build the knowledge base after reading and understanding in
the right perspective of the Strategic Management Process involved in multinational, transnational
and global companies on an ongoing basis.

Each chapter begins with chapter highlights, sub-topics, corresponding paragraph summary of
the concepts, charts and figures with examples and closes with objective, analytical and essay type
questions. The readers will find the pleasure in understanding the concepts, theories, models and
cases in a simple manner. It is a book worth keeping by the reader as masterpiece and can be glanced
through often when strategic decision to be undertaken in life or at the organization to whom the
reader is working for.

We thank all the well-wishers, the reading community and the Almighty for the grace,
encouragement and support. We also thank the Himalaya Publishing House Pvt. Ltd. for their keen
interest in the book.

Dr. K. Ramachandra
Dr. S. Alla Bakash

Dr. S. Nagabhushana
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1.1 INTRODUCTION

Strategic Management is the process by which an organization formulates its objectives and
manages to achieve them. Strategy is the means to achieve the organizational ends. Why do some
organizations succeed while others fail? Why has Infosys been able to do so well in the fiercely
competitive IT sector, while others have not had the same success in years? In the retail sector of the
globe, what distinguishes successes such as Wal-Mart and Pantaloon from struggling rivals? In the
market for database software, why have Oracle and Microsoft managed to build and retain strong
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market positions, while rivals such as Informix and Sybase have lost significant market share? In the
airline industry, how is it that Jet Airways has managed to keep increasing its revenues and profits
through both good times and bad, while arrivals such as Sahara Airways and Deccan Airways have
struggled to retain market share? How did Proctor and Gamble come to dominate the FMCG (Fast
Moving Consumer Goods) sector, while HLL (Hindustan Level Limited) saw its market share slump?

A Strategy is an action that managers take to attain one or more of the organization’s goals.

In this book, we argue that the strategies that an organization’s managers pursue have a major
impact on its performance relative to its peers. A Strategy is an action that managers take to attain one
or more of the organization’s goals. For most, if not all organizations, an overriding goal is to achieve
superior performance relative to rivals. If a company’s strategy results in superior performance, it is
said to have a competitive advantage. Infosys, Wipro’s and Biocon’s superior performance from the
last ten years are owing to well thought implementation of their respective strategies. They thus had
competitive edge over their rivals.

Much of strategic management is about identifying and describing the strategies that managers
can pursue to attain superior performance and a competitive advantage for their organization. Many
of these strategies are generic – that is, they apply to all organizations, large and small, manufacturing
and service and profit seeking and non-profit. A Central aim of this book is to give you a thorough
understanding of the analytical techniques and skills necessary to identify and exploit strategies
successfully.

If we know where we are and something about how we get there, we might see where we are
trending – and if the outcomes which lie naturally in us are unacceptable, to make timely change.
Without a strategy, an organization is like a ship without a rudder, going around in circles. It is like
a tramp; it has no place to go. Plans are less important than planning. The formulation of strategy
can develop competitive advantage only to the extent that the process can give meaning to workers in
trenches.

1.2 MEANING AND DEFINITION S OF STRATEGY

What is Strategy?
The word ‘Strategy’ is derived from the Greek word “Strategia” which was used first around

400 B.C. This connotes the art and science of directing military forces. The Strategy, according to
a survey conducted in 1974 which asked corporate planners to define what they meant by strategy,
“includes the determination and evaluation of alternative paths to an already established mission or
objective and eventually, choice of the alternative to be adopted”. Simply put, a Strategy outlines how
management plans to achieve its objectives. Strategy is the product of the strategic management
process. Generally, when we talk of organizational strategy, it refers to organization’s top level
strategy. However, strategies exist at other levels also.

A strategy is a route to the destination namely the “Objectives of the firm”. Picking a
destination means choosing an objective. Objectives and strategies are identified, resolved and
exploited.



The interlocking of objectives and strategies characterize the effective management of an
organization. The process binds, coordinates and integrates the parts into a whole. Effective
organizations are tied by means-ends chains into a purposeful whole. The strategies to achieve
corporate goals at higher levels often provide strategies for managers at lower levels.

In the narrow sense, Strategy means “the art of the general”. The term first gained currency at
the end of the 18th century and had to do with stratagems by which a general sought to deceive an
enemy. With plans the general made for a campaign, and the way the general moved and disposed
his forces in war. According to Clausewitz, Strategy means “the art of the employment of battles as a
means to gain the object of war”.

The term Strategy has expanded far beyond its original military meaning. Strategy is now used
in all areas where the horizon is long term, there is a competition for the use of resources and the
objective is to realize your goals. With the evolving importance of strategy as a theoretical discipline,
scholars have tried to identify the principles of strategy that have traditionally guided military
strategists in war.

A strategy is a set of key decisions made to meet objectives.

A strategy is a set of key decisions made to meet objectives. It refers to a complex web thoughts,
ideas, insights, experiences, goals, expertise, memories, perceptions and expectations that provide
general guidance for specific actions in pursuit of particular ends. Countries have, in the
management of their national policies, found it necessary to evolve strategies that adjust and correlate
political, economic, technological and psychological factors, alongwith military elements. Be it
management of national policies, international relations, or even of a game on the playfield, strategy
provides us with the preferred path that we should take for the journey that we actually make.

Every firm competing in an industry has a strategy, because strategy refers to how a given
objective will be achieved. ‘Strategy’ defines what it is we want to achieve and charts your course
in the marketplace; it is the basis for the establishment of a business firm; and it is a basic requirement
for a firm to survive and to sustain itself in today’s changing environment.

An organization cannot operate effectively without a strategy. The strategy may have been
developed explicitly through a planning process or it may have evolved through the operations of the
various functional departments.

Strategy of a business firm consists of what management decides about the future direction and
scope of the business. It entails managerial choice among alternative action programmes,
commitment to specific product markets, competitive moves and business approaches to achieve
enterprise objectives. In short, it may be called the game plan of management.

Definitions of Strategy
The following definitions give us an insight into the diversity of thinking and changing

perceptions on the nature of strategy.

“A company’s strategy consists of the combination of competitive moves and business
approaches that managers employ to please customers compete successfully and achieve
organizational objectives.”



– Thomson and Strickland
“Strategy is the determination of the basic long-term goals of an enterprise, and the adoption of

course of action and the allocation of resources for carrying out these goals.”
– Chandler

“Strategy is a mediating force between the organization and its environment’ consistent patterns
in streams of organizational decisions to deal with the environment.”

– Mintzberg
“Strategy is about being different. It means deliberately choosing a different set of activities to

deliver a unique mix of value.”
– Porter

“Corporate Strategy is the pattern of decisions in a company that determines and reveals its
objectives, purposes or goals, produces the principal policies and plans for achieving those goals, and
defines the range of business the company is to pursue, the kind of economic and human organization
it intends to be, and the nature of economic and non-economic contribution it intends to make to its
shareholders, customers and communities.”

– Andrews
“Strategy is the overall plan for deploying resources to establish a favourable position; it is less a

predetermined program of investment plans and more a positioning of the firm to permit it to take
advantage of opportunities as they arise.”

– Grant

1.3 POLICIES AND STRATEGIES

A comparative study can be made taking into account the features of policy and strategy.

(a) Policies provide general guidelines to decide and adopt the courses of action
and are in fact tried to restrict the freedom of the top level as well as lower level
managers. It envisages role theory to be practiced in an organization. The
main difference between policy and strategy lies here.
Strategy can be construed as a “direction in which human beings and physical
resources are deployed and applied in order to maximize the chances of
achieving organizational objectives in the face of environmental variables”.
(b) Policies are not specific as that of strategies. They are generally expressed
in a qualitative, conditional or in a general way. The policies observe ways to
maintain, to assist, to assure, to employ, to make, to produce and to buy. The
higher level managers play an important role in all these matters.
(c) Another main factor of difference is that policy aims to achieve general
objectives and strategy aims at specialized portions of the objectives.
In a nutshell, we can differentiate policy and strategy as follows:



Policy Strategy

1 Guidelines or paths of action to reach the goals. Major courses of action or patterns of successful
action to achieve goals.

2 Embraces both thought and action. Concentrates mostly on action

3 Usually spells out certain courses of action or
approach to accomplish the objectives.

Outlines one’s approach to meet competitive
situations, uncertainties, risks etc. that may arise
in future.

4 Lays emphasis mainly on long-term growth.. It is market or situation-oriented to meet
competition.

5 Sets limit for managerial action. Not so, it is used to mobilize resources.

6 Implementation may be delegated to subordinates. Not to be delegated.

Difference between Strategy and Tactics
It is highly beneficial for the managerial people to know about the difference between strategy and

tactics because they can concentrate on strategic functions rather than in engaging in tactical functions.

In fact, organizational decisions range across a spectrum, having a master strategy at one end
and minute tactics at the other. Carl Von Clausewitz, a Prussian Army General, describes that strategy
furnishes tactics with the opportunities ‘strike’ and with the prospectus for ‘success’. Strategy
retires when a tactical victory in the making of an order to exploit the newly created situation is over.

Strategy Tactics
1 Level of Conduct: At the highest level of

management.
Considerably at a lower level of management.

2 Periodicity: Continuous and irregular since the
formulation depends upon opportunities, new
ideas, crisis etc.

It is periodic. A fixed timetable followed by many
organizations.

3 Time Horizon: Strategy has a long time
perspective. Occasionally, it may be a short
duration.

The horizon of tactics is a short run and definite.

4 Uncertainty: Elements of uncertainty is highest
in the case of strategy formulation and
implementation

Tactical decisions are more certain.

5 Information Needs: A manager requires more
information to arrive at a decision.

Tactical information is generated within the
organization.

6 Personnel Involved: Generally, personnel at the
higher level formulate and implement strategies.

Personnel at a lower level are also permitted to do
so in addition to personnel at higher levels.

7 Personal Values of Formulator: The subjective
values or the personal values of the formulator of
strategy affects considerably.

Tactics is normally free from such values because
it is taken within strategic decisions.

8 Importance: Strategies decide the future
courses of action for the organization as a whole.

Tactics are concerned with specific parts of the
organization.

Even though there is a demarcation between strategy and tactics, the lines are unclear and it is
often presumed that tactics is a sub-strategy since it is generated out of strategy. Hence, it may be



presumed that the level of the organization decides an action whether it is tactical of strategic.

1.4 DEFINITIONS OF STRATEGIC MANAGEMENT

Strategic Management can be defined as “the art and science of formulating, implementing and evaluating
cross-functional decisions that enable an organization to achieve its objectives”.

Strategic Management is a stream of decisions and actions which lead to the development of an
effective strategy or strategies to help achieve corporate objectives. The Strategic Management
process is the way in which strategists determine objectives and make strategic decisions. Strategic
Management can be found in various types of organizations, business, service, cooperative,
government, and the like.

Strategic Management can be defined as “the art and science of formulating, implementing and
evaluating cross-functional decisions that enable an organization to achieve its objectives”. In fact,
Strategic Management focuses on integrating management, marketing, finance/accounting,
production/operations, research and development, and computer information systems to achieve
organizational success.

The term Strategic Management is used synonymously with the term Strategic Planning. The
later term is more often used in the business world, whereas the former is often used in academia.

At time, the term Strategic Management is used to refer to strategy formulation, implementation,
and evaluation, with strategic planning referring only to strategy formulation. The purpose of
Strategic Management is to exploit and create new and different opportunities for tomorrow’
long-range planning in contrast, tries to optimize for tomorrow the trends of today.

A Strategic Plan is, in essence, a company’s game plan. Just as a football team needs a good
game plan to have a chance for success, a company must have a good strategic plan to be able to
complete successfully. A strategic plan results from tough managerial choices among numerous
good alternatives, and signals commitment to specific markets, policies, procedures, and operations in
line of other, “less desirable” courses of action.

1.5 EVOLUTIONS OF STRATEGIC MANAGEMENT

In the initial days, typically in early 1920s till the 1930s, managers used to do day-to-day
planning methods. However, after that, managers have tried to anticipate the future. They have
tools like preparation of the budgets and by using control systems like capital budgeting and
management by objectives, and various other tools. However, as these techniques and tools were
unable to emphasize the role of the future adequately.

The next step was to try and use long-range planning, which was soon replaced by strategic
planning, and later by strategic management, a term that is currently being used to describe the
process of strategic decision-making.

The first phase, which can be traced back to the mid-1930s mainly due to the nature of the
business of that period, the way planning was done was on the premise of ad hoc policy making.
The need for policy making arose as many of the businesses had just about started operations and



were mostly in a single product line. The ranges of operations were in a limited area. Most of them
were catering to a small and identifiable set of customers. As companies grew, they expanded their
products, catered to more customers and also increased their geographical coverage.

The method of using informal control and coordination was not enough and became somewhat
irrelevant as these companies expanded. This expansion brought in complexity and a lot of changes in
the external environment. Thus, there was then a need to integrate functional areas. This
integration was brought about by framing policies to guide managerial action. Policies helped to
have predefined set of actions, which helped people to make the decisions. Policy-making became the
way owners managed their business and it was considered their prime responsibility. They later
assumed the role of senior management. Thus, with the increasing environment changes in the 1930s
and 1940s, planned policy formulation replaced ad hoc policy making, which shifted the emphasis to
the integration of functional areas in a rapidly changing environment.

As the years progressed, there was more complexity and significant changes in the environment,
especially after the Second World War. This made the management lead through planned policy, as a
way of management, increasingly difficult. Businesses had grown much larger and were targeting
larger markets geographically, serving more number and types of customers and also were
manufacturing and selling more types of products. Competition had also increased with many
companies entering the markets. Policy making and functional area integration only did not suffice
for the complex needs of a business. By the 1960s, there was a demand for a critical look at the basic
concept of business, due to increasing competition.

The environment had a crucial role on the business. The effect and relationship of the business
with the environment led to the concept of strategy. This helped the management of managing both
the business and the environment, thus leading to the third phase, based on a strategy paradigm, in the
early sixties.

In the earlier eighties, the patterns again changed, with many companies going global and also
facing competition from rivals across the world. Japanese companies unleashed a force across the
world along with other Asian companies and posed threats for the US and European companies. This
led to the current thinking, which emerged in the eighties. It is on the premise of strategic
management.

Strategic Management focus is towards two aspects, viz., first on the strategic process of
business and second on the responsibilities of general management. Unlike earlier, in this phase, the
role of the senior management is vital and of utmost importance. Their role would be important in
decisions like:

Whether a company either promotes a joint venture or a new division.
Whether it decides to exist or sell some of its business.
Whether it decides to go on an expansion.
Whether it takes other similar important actions.
All these actions and decisions have a long-term impact on its future operations and status of the



company. They are a result of senior management decision-making. It is the senior management,
which is primarily responsible for charting and deciding the future course of action. As per many
eminent authors and management thinkers, Statement Management/Business Policy is both about the
present and bout the future in respect of the following:

The study of the function and responsibilities of senior management.
The crucial problems that affect success in the total enterprise.
The decisions that determine the direction of the organization and shape its
future.
The choice of purposes of the organization and the molding of its character
and its identity.
The mobilization of resources and their allocation.
Managers face a wide variety of choices when looking at the future and thus decisions could be

based on given circumstances, which in their opinion, would take the company in a specific direction.
Thus, this could lead to the attaining the planned identity.

1.6 NEED FOR STRATEGIC MANAGEMENT

You are well aware that business environment with accuracy is difficult. Predicting the future
with accuracy is difficult. The number of variable to be considered in the decision-making process
are increasing. Production and other management system and related technologies become obsolete
within a short span of time. The number of events – both domestic and world – affecting the
organization is increasing. With all these happening are reliable on experience may prove to be costly.
More reliable has to be placed on creativity, innovation and new ways of looking at the organization
in the world in which we exist. A rapidly changing environment requires that managers make a clear
distinction between long-range planning and strategic planning which is a component of Strategic
Management. Keeping the above things in mind, the need for Strategic Management are outlined
below:

1.Strategic Management sets the major directions for the organization that is
mission, major products/services to be offered and major market segments to be
served. Without the major directions being set before, establishing objectives
does not carry much sense.
2.The Strategic Management is the major vehicle for planning and
implementing major changes an organization must make. May organizations
tend to spend substantial amount of time and effort in developing the Strategic
Plan, without devoting sufficient attention to the means and circumstances
under which the strategic plans will be implemented. It has often been seen that
change comes through the implementation and not through the plan.



3.It coordinates and integrates business activities.
4.It strengthens the competitive position of the firm.
5.It satisfies the stakeholders of the firm that is customers, investors,
management, government, creditors, suppliers, communities and the like.
6.It works towards achieving performance targets.
7.Strategic Management allows an enterprise or an organization to base its
decisions on long-range forecasts. It allows the firm to take action at an early
stage of a new trend and consider the lead time for effective management. Louis
Pasteur rightly said “change favours the prepared man”. As the Strategic
Management process stimulates future thinking, the strategic managers will be
prepared to respond to uncertain environments. The management process
becomes flexible enough to allow for any unanticipated future changes.
8.Strategic Management provides on organization with consistency of action. A
sound Strategic Management process helps ensure that all organizational ports
are working towards the same objectives and purposes. Without Strategic
Management, the organizational units often have a tendency to drift in different
directions.
9.The Strategic Management process forces managers to be more proactive and
conscious of their environments. It gets managers into the habit of thinking in
terms of the future.
10. Most people perform better if they know what is expected of them and
where enterprise is going. They can also help reduce conflict.
11. Strategic Management paves the way for employees to shape their work in
the context of shared corporate goals and motivates them to achieve more goals.
It also serves as the basis for management control and evaluation.
12. Strategic Management provides the opportunity to involve different levels
of management in the process. Not only does this encourage commitment on the
part of participating managers, but it also reduces resistance to proposed
changes. People tend to resist anything they don’t understand. On the other
hand, most people accept decisions when they understand the limiting factors
and possible alternatives.
13. Strategic Management also helps to improve corporate communication, the
coordination of individual projects, the allocation of resources, and short-range
planning.
14. While Strategic Management tends to be more formalized in large



organizations, it can be just as necessary and valuable in small organizations.
15. While Strategic Management will never be a cure-all, especially for the
incompetent management, it can go a long way in improving an organization’s
long-term performance. As the old adage says, ‘If you don’t know here you
are going, any road will get you there’. Sound Strategic Management can help
to provide the necessary direction.

1.7 IMPORTANCE OF STRATEGIC MANAGEMENT

Strategic Management is wide and encompasses all functions and thus it seeks to integrate the
knowledge and experience gained in various functional areas of management. It enables one
understand and make sense of the complex interaction that takes place between different functional
areas.

In real life, there are constraints and complexities, which strategic management deals with. In
order to develop a theoretical structure of its own, strategic management cuts across the narrow
functional boundaries. This is turn helps to create an understanding of how policies are formulated
and also in creating an appreciation of the complexities of the environment that the senior
management faces in policy formulation.

Managers need to be in control and therefore begin by gaining an understanding of the business
environment. They can become more receptive to the ideas and suggestions of the senior
management. When they become capable of relating environmental changes to policy changes
within an organization, and what the top management are thinking, managers feel themselves to be a
part of a process, which helps to reduce their feeling of isolation.

According to Mr. Kamat, CEO, ICICI some of the characteristics that the Indian managers will
require in the current scenario are shown below:

Managing and understanding Information Technology, which is changing the
face of business.
As public and common investors own more and more companies, managers
need to be oriented towards shareholder value. Managers would need to
acquire skills to maximize shareholder value.
It is essential for managers to foresee the future and track changes in customer
expectations thus take a strategic perspective. Intuitive and conceptual ways
using sound reasoning and logic as well as instinct and perceptions in
decision-making would be needed.
Increasingly, the success of companies depends on its people, thus people
management would be a requirement of management. They would have to
create capability for initiating and managing change through leadership and
personal qualities of patience, commitment, and perseverance.



Due to rapid changes in the environment and scenarios that the business faces,
responsiveness would be important. Managers would have to provide speedy
responses to environmental changes through information systems and
organizational processes.
As companies area becoming more and more integrated with public life and
their impact on society increases, Corporate Governance is becoming important,
which will be a key for managers, who would have to enhance good governance
practices.
Lateral thinking managers would have to learn to deal with chaotic situations
and the complex relationship between decision variables.
Boundaries across business and countries are shrinking. Thus, there is a
need for global sensitivity and experience. Managers would have to develop
the sensitivity to deal with global managers and cultural preferences, business
protocols, and market conditions.
As situations become complex and uncertain, managers will need courage in
decision-making. Managers would have to develop the courage to make
unconventional decisions.
Social responsibility: Managers would have to maintain high ethical standards
in business and focus on social responsibility.
Thus, it is said that the purpose of strategic management is many fold. For success in the

business, it is necessary to have a holistic view and thus the need for integration of knowledge gained
in various functional areas of management. This requires managers, especially senior management, to
adopt a generalist approach to problem solving. This would require understanding the complex
inter-linkages operating within an organization through the use of a systems approach to
decision-making and relating these to the changes taking place in the external environment.

1.8 PROCESS OF STRATEGIC MANAGEMENT

Strategic Management process can be described as ‘a set of managerial decisions and actions which
determines the long -run direction and performance of the organization’.

A Strategy is developed within the firm. The final product or outcome will necessarily be
shaped by the background of that firm, the processes it has in place for arriving at basic business
decisions and the interest and perspectives of its senior managers. Typically, these factors come
together in a formal strategy process through which strategy is defined and evaluated by the firm’s
managers.

After discussing the meaning of Strategy, Strategic Management, need for the Strategic
Management, let us now proceed to the process of Strategic Management.

Strategic Management process can be described as ‘a set of managerial decisions and actions
which determines the long-run direction and performance of the organization’. Setting the



organizational mission, developing the objectives based on the mission, developing and implementing
the strategies to achieve the objectives, measuring the achievements and adjusting the strategies to the
organizational needs are all involved in the Strategic Management process. In other words, the
Strategic Management process consists of three states. They are:

1.Strategy formulation
2.Strategy implementation and
3.Strategy evaluation.
The three vital stages indicated above are shown in the following figure 2.2 for simple and clear

understanding.
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The process of Strategic Management covering the full set of commitments, decisions and
actions needed for a firm to achieve strategic competitiveness and to earn increased rate of returns.
Strategic competitiveness is achieved when a firm successfully formulates and implements a value
creating strategy. When a firm implements such a strategy that other firms are unable to duplicate or
find too costly to imitate, this firm has a sustainable competitive advantage. By achieving strategic
competitiveness and successfully exploiting its competitive advantage, the firm is in a position to
achieve the enhanced rate of returns. Keeping the above aspects in mind, let us understand in detail
the three different stages of strategic management.

1. Strategy Formulation
Strategy formulation includes developing a vision and mission, identifying an organization’s external
opportunities and threats and determining internal strengths and weaknesses.

Strategy formulation includes developing a vision and mission, identifying an organization’s



external opportunities and threats (external audit), determining internal strengths and weaknesses
(internal audit), establishing long-term objectives, generating alternative strategy, and choosing
particular strategies to pursue.

Strategy formulation issues include deciding what new businesses to enter, what businesses to
abandon, how to allocate resources, whether to expand operations or diversify, whether to enter
international markets, whether to merge or form a joint venture, and how to avoid a hostile takeover.
Because, every organization has limited resources, strategists must decide which alternative strategies
will benefit the firm most. Strategy formulation decisions commit on organization to specific
products, markets, resources and technologies over an extended period of time. Strategies decide
long-term competitive advantages. Strategic decisions for good or bad have major multifunctional
consequences and enduring effects on a company. Top management people have the acumen and the
best perspective to understand fully that the consequences are strategy formulation decisions; they
have the authority to commit the resources necessary for implementation.

2. Strategy Implementation
Strategy Implementation means mustering employees and managers to put formulated strategies into action.

Strategy implementation requires an organization to establish annual objectives, device policies,
motivate employees, and allocate resources so that formulated strategies can be executed. Strategy
implementation includes developing a strategy-supportive culture, creating an effective organizational
structure, redirecting marketing efforts, preparing budgets, developing and utilizing information
system, and linking employee compensation to organizational performance.

Strategy implementation is frequently called as the action stage of Strategic Management.
Implementing strategy means mustering employees and managers to put formulated strategies into
action. Strategy implementation requires personal discipline, commitment, participation, and
sacrifice. The success of strategy implementation depends upon manager’s ability to motivate
employees, which is more an art than a science.

Strategy formulated but not implemented serve no useful purpose. Another important critical
requirement for successful strategy implementation is inter personal skills because strategy
implementation activities affect all employees and managers in an organization. The real challenge
of implementation is to stimulate and inspire the people in the organization to work with pride and
enthusiasm towards achieving the stated objectives.

3. Strategy Evaluation
This is the final stage in strategic management. Managers desperately need to know when

particular strategies are not working well; strategy evaluation is the primary means for obtaining this
information. All strategies are subject to future modification because external and internal factors
are constantly changing. Strategy evaluation comprises of three important fundamental activities.
They are:

(a) Reviewing external and internal factors that are the bases for current
strategies,
(b) Measuring performance and



(c) Taking corrective actions.
Strategy evaluation is needed because success today is no guarantee of success tomorrow

Success always creates new and different problems; complacent organizations experience demise.

Thus, strategy formulation, implementation and evaluation activities occur at three hierarchical
levels in a large organization – corporate, divisional or Strategic Business Unit (SBU) and functional.
By fostering communication and interaction among managers and employees across hierarchical
levels, strategic management helps an organization function as a competitive team. Almost all
organizations are engaged in strategic management process either formally or informally. Firms that
consciously engage in strategic management generally follow formal process and the rest follow
informal approach.

1.9 TASKS OF STRATEGIC MANAGEMENT

Strategic thinking provides the vision for Strategic Management; by providing an insight into the
forces behind the new completion by: helping us develop a sustainable competitive advantage based
on our organization’s core competencies; creating in infrastructure for the review and redefinition of
our strategic direction; and along us to recognize and capitalize on new developments and
opportunities in the market. The vision and direction provided by strategic thinking has to be
incorporated into the Strategic Management framework.

Strategic Management process can be described by a number of tasks to be undertaken by the
organization. In the final analysis, the success of the Strategic Management process boils down to the
ability of the organization to carry out these tasks effectively and efficiently.

Evolve business goals, by formulating its future mission and vision in terms of
the expectations of the stakeholders.
Set objectives that are achievable in light of changing external factors that
include regulation, competition, technology and customers.
Evolve and develop a competitive strategy to achieve the mission.
Create an effective organizational structure and arrange the resources to
successfully carry out the strategy.
Finally, evaluate the performance so that necessary corrective measures can be
taken to keep it on track to achieve the vision.
The various steps involved in Strategic Management are given below:

Prepare Mission Statement: “Why does our organization exist?” When
answering this question, it includes the nature of our products and the groups of
customers who buy our products. The mission statement should provide
continued direction and focus to our plans and operation in our organization.
Prepare a Vision Statement: “What do we hope for our organization and
customers? The answer to this is our vision statement.



Prepare Values Statement: The values statement depicts the priorities in how
the organization carries out activities with stakeholders.
Conduct of External Analysis: An external analysis looks at trends affecting
the organization, for example, trends in the economy, recent or pending
legislation, demographic trends, rate of access to trained labour, and
competition. It also looks at technological, political, and the stakeholders’
impressions of the organization, including bankers’, customers’, community
leaders’ etc.
Conduct an Internal Analysis: Consider the major strengths and weaknesses of
our organization and the trend affecting the organization, for example, strength
of sales, reputation of the organization, expertise of employees, facilities,
strengths of finances, strength of administrative offices and operations, patents
and intellectual rights, goodwill etc.
Identify Strategic Issues: Identify the major immediate and near-term issues
that our organization must address. They issues should come from our
strategic analysis. From the internal and external analyses, “what are the
major issues that we see?” List as many as we can. First, consider issues
over the planning cycle then extend the analysis to our strategic plan.
Consider each of the issues. Ask whether it is important or urgent. Attend
only to the important issues and not the urgent issues. Deal with issues that we
can do smoothening about. Issues should be clearly articulated so that
someone from outside of the organization can read the description and
understand the nature of the issue.
Establish Strategic Objectives: Write down the strategic objectives to
address the issues and the more forward-looking, developmental goals.
Consider goals over the term of our strategic plan. Design our objectives to be
specific, measurable, acceptable to the people working to achieve the objectives,
realistic, timely, extending the capabilities of those working to achieve the
objectives and rewarding to them. Carefully consider whether the objectives
and strategies are closely aligned with our mission, vision and values.
Establish Strategies to Reach Objectives: Define the general approaches
needed to reach the objectives. Consider strategies over the term of the
strategic plan. Carefully consider whether the objectives and strategies are
closely aligned with our mission, vision and values.
Developing Staff Plan: Refer each of the strategies to reach the objectives
and consider what kind of capabilities is needed to implement the strategies.
Create an Action Plan: Write down the objectives that must be achieved while
implementing strategy when the objective should be completed, and by whom.



Develop an Operating Budget for Each Year in the Plan: List the resources
we will need to achieve the objectives in the strategic plan and what it will cost
to obtain and use the resource. We should budget for the entire time span
covered by our strategic plan. Look at each of our product-related objectives.
Think about how much revenue the product might generate. Next, think
about the expenses to produce, sell and support the product, such as human
resources, facilities, equipment, special materials, marketing and promotions
etc.
Associate Strategic Objectives: After strategic objectives have been identified,
update the performance objectives of the chief executive and other management
staff. Decide which board committees will be addressing which strategic
objectives.
Implementation of Plan: How will we monitor and evaluate the status of
implementation? Reporting systems need to be designed that will address
whether strategies and objectives are being met or not. We also need to
identify current issues and any additional resources needed to implement the
plan.
Specify How Plan will be Communicated: The plan should be known to
everyone in the organization. Decide how we can make this possible.

1.10 PHASES IN THE DEVELOPMENT OF STRATEGIC
MANAGEMENT

Strategic Management is a development of the process embodied in Strategic Planning.
Strategic Planning in organization appears to evolve through four phases according to Glueck,
Kaufman, and Walleck which starts with the annual budgeting process. The four phases of
evaluation are shown as follows:

Phase I: Annual Budgeting
In Phase I, companies often have sound strategies, but the business strategy is reflected in its

budgeting procedure. The annual budgeting process reduces the functioning of the organization to a
financial problem. Procedures are developed to forecast revenue, costs, and capital needs. This a
budget that identifies limits for expenses on an annual basis. Information systems/reportage on
functional performance is compared with budgetary targets to establish control and feedback. These
may be reflected in the projected sales/earnings growth rate, occasionally qualified by certain
debt/equity target or other explicit financial objectives.

The Chief Executive Officer and his top team plan the future on their knowledge of their
company’s products and markets. They try to sense what major competitors are doing and are
expected to do. Based on this framework and their own cost structure, they can estimate what the
impact of a product or marketing change will be on their plants, their distribution system, or their
sales force. With this knowledge, and if they are not planning for the business to grow beyond



reasonable limits, the need to set up an expensive planning system may not be there.

Difficulties increase when companies become large, the number of products and markets served,
the degree of technological sophistication required, and the complex economic systems involved far
exceed the intellectual grasp of any one manager or small group of managers. Explicit
documentation in place of implicit knowledge is required to chart the strategy of the organization.

The financial planning system is extended to estimate the capital needs and the trade-off between
alternative financing plans. This requires extrapolation of past trends and an attempt for future
impact of political, economic, and social forces. This is the basis of the second phase, i.e.,
forecast-based planning. Today, many Indian companies use a Phase II planning system in long-range
planning today.

Phase II: Long-range Planning
Phase II is the traditional long-range planning system. The objective of the long-range

planning activities is to provide the organization with answers to the following questions:

Where is the organization now?
Where is it going?
Where does it want to go?
What does it have to do to get to where it wants to go?
In its most elementary form, traditional long-range planning identifies four key activities on

which the concept of planning is based-monitoring, forecasting, goal setting, and implementing
policies and actions to facilitate the goals. Long-range plans are produced by performing these key
activities as continuing process.

The interrelationship between these activities is shown in the following figure.

Forecasting Goal Setting

Monitoring Implementing

The cycle begins with:

Monitoring selected trends of interest to the organization.



Forecasting the expected future of those trends.
Defining the desired future by setting organizational goals in the context of the
expected future.
Developing and implementing specific policies and actions designed to reduce
the different between the expected future and the desired future.
Monitoring the effects of these actions and policies on the selected trends.
The major drawback of the long-range planning model is that information about the changing

external environment is usually not taken into account systematically or comprehensively. It is
assumed that there is continuity in the environment. This assumption is valid only under very
special circumstances, for example, mature industries, or to basic industries like mining etc. Hence,
the usefulness of this type of model under dynamic conditions is limited.

Phase III: Environmental Scanning
As business become more competitive, planners typically reach for advanced forecasting tools to

handle the complexities of the marketplace. This may include trend analysis and regression models,
and eventually computer simulation models. These models are in improvement. They add information
from the external environment to the long-range process. Environment scanning is used to:

Identify new and potentially crucial information that should be added to those
identified and tracked during monitoring.
Identify possible developments that must be used to adjust the forecasts of the
internal issues derived from forecasting.
The limitations in the traditional long-term planning model lead to the development of

environmental scanning model.

The environmental scanning model was designed with four activities as shown in the following
figure.
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Activities of Environmental Scanning

Scanning the external environment for threats or opportunities to the
organization.
Each potential issue or trend is then analyzed as to the likelihood that it will
emerge and the nature and degree of its impact on the organization if it should
actually materialize. This stage produces a rank ordering of the issues and
trends according to their important of current or planned operations.
Forecasting focuses on developing an understanding of the expected future for
the most important issues and trend, using forecasting techniques.
Monitoring is used to track the continued relevance of each issue and identify
areas for additional and continued scanning.
In an environment of rapid change, an unforeseen can render market forecasts obsolete almost

overnight. The understanding provided on the basic marketplace results in a new grasp of the key
determinants of business success and improved planning effectiveness.

In this phase, resource allocation is both dynamic and creative. The Phase III planners can look
for opportunities to ‘shift’ business into more attractive sectors, with a greater level of confidence.
They can initiate action on developing new business capabilities or redefining the market to better fit
their companies’ strengths. For example, a conglomerate, with an under utilized steel-fabricating
capacity in its shipyard and an unsuccessful high-rise concrete smokestack business can combine
them into a successful pollution control ventures.

Features of Phase III
The highlighting features of Phase III in diversified companies is the formal grouping of related

businesses into strategic business units. This approach recognizes two distinct strategic levels.
They are corporate decisions that affect the shape and direction of the enterprise as a whole and the
business unit decisions that affect only the individual strategic business unit (SBU) operating in its
own environment. Planning, therefore, becomes more meaningful as decision-making is linked more
closely to strategy implementation. This becomes the explicit responsibility of operating management
of SBUs.

Many organizations, such as vertically integrated companies in process-oriented industries, for
example, Reliance Industries, share important corporate resources like sales, manufacturing, R&D etc.
Sometimes, several SBUs meet the needs of a shared customer group, such as in the automotive
industry. Often, the combined purchasing power of several SBUs or the freedom to transfer
technologies from one business to another can be more valuable than the opportunity to maximize
profit. In such case, the SBUs concept has limitations.

The most significant way in which Phase III differs from Phase II is that corporate planners are
expected to offer a number of alternatives to top management. Each choice is usually characterized
by different risk/reward profiles. This provides management the option of prioritizing different
objectives of the organization. For example, greater employment securing at some cost to the return to



the shareholders, etc.

Phase III planning requires management to make strategic choices. As the organizational
capability for detailed product/market and business planning spreads through the company, planners
and managers often make choices without top-level participation and as these decisions can
significantly affect their company’s long-term competitive strength and well-being, it promotes the
case for introducing strategic planning process.

Phase IV: Strategic Planning Phase
By combining the two models of planning, long-range planning and environmental scanning to

form an interrelated model that is the Strategic Planning Model was framed. The strategic planning
model is a tool that–

Helps an organization in setting up goals or objectives
The analysis of the environment and the resources of the organization
The generation of strategic options and their evaluation, and
The planning, design and implementation of control systems or monitoring
mechanisms.
This model consists of six stages that fulfill the requirements of the management thinkers. They

are:

Environmental Scanning
Evaluation of Issues
Forecasting
Goal Setting
Implementation
Monitoring.
The integrated model allows information of the external environment in the form of emerging

developments to enter the traditionally inwardly focused planning system, thereby enhancing the
overall effectiveness on an organization’s planning. More specially, it allows the identification of
issues and trends that must be used to modify the internal issues derived from monitoring.
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The argument for combining these two models is becoming apparent when the future that
happens to the organization and the future that happens for the organization are contrasted.

In future that happens to the firm, new developments are not anticipated before they force their
way to the top of the agenda, demanding crisis management and latest fire fighting techniques. In
this future, issues are usually defined by others whose interest do not necessary include those of the
firm or its purpose. Not only are threats from the external environment not anticipated as early as
possible, but key opportunities will also be missed or diminished in value.

In future that happens for the organization, in contrast, management leadership is focused more
on the fire prevention and less on fire fighting. Hence, it is able to exercise more careful; judgment
in the orderly and efficient allocation of resource. Certainly, management will still have to deal with
unforeseen developments, but they will probably be few and less traumatic. Thus, organizations are
able to pursue their mission with greater confidence and consistency because they will be interrupted
by fewer and smaller fire fighting services.

The words, ‘strategic planning’, provide the key elements that underlie its meaning. The
process is strategic because it involves preparing the best way to respond to the circumstances of the
organization’s environment. It is strategic, because it is clear about the organization’s objectives and
resources. It involves anticipating the future environment of decisions that are made in the present.
The process is about planning because it involves developing an approach to achieving this future.
The plan is a set of decisions about what to do, why to do it, and how to do it.

Strategic planning and management are joined together in a single process in the Phase IV.
This phase links strategic planning operation decision-making. Strategic planning provides
management a tool to dynamically align strategies. It is a disciplined effort to produce decisions and
actions that shape and guide what an organization is, what it does, and why it does it, with a focus on
the future. It helps the organization to focus its energy, to work towards its goals, to assess and
adjust the direction of the organization more efficiently in response to a changing environment.

Increasing change and complexity in the company’s external environment most likely cause the
evolution from Phase I to Phase IV. Change from primarily an inward looking orientation in the first
phase to primarily an outward looking orientation in the third phase, and to a more integration



orientation in the final strategic management phase, with equal emphasis on both the external and
internal environments, comes into the picture.

1.11 STRATEGIC DECISION -AKING

Strategic decisions are basically concerned with the selection of the product-mix which a company intends to
produce and the markets in which it will sell its products.

Strategic decisions are basically concerned with the selection of the product-mix which a
company intends to produce and the markets in which it will sell its products. These decisions are
obviously different from operating decisions that relate to day-to-day activities, for example, resource
allocation among functional areas, working capital management, product-mix decisions, pricing
inventory management, production planning and scheduling.

Strategic decisions also vary from administrative decisions which are concerned with structuring
the firm’s resources so as to create a maximum performance potential that is decisions concerning
authority-responsibility relationship, communication, human resource training and development,
acquisition of plant and equipment and the like, whereas strategic decisions influence the
organization as a whole over long periods of time. It is because strategic decisions have such
tremendous implications on a firm and because they require large commitments of company resources,
they can also be made by only the top management in the organization. Chief Executive Officers
(CEOs), Chief Operating Officers (COOs), Chief Finance Officers (CFOs) and Chief Implementing
Officers (CIOs) are the principal strategists responsible for an organization’s complete direction,
success or failure.

Strategic decisions are the cornerstone of Strategic Management. Strategies can be put into
practice only after choices have been made. Strategic decisions are associated with considerable risk
and uncertainty. They involve more than one area of an organization. They require sizeable
allocation of resources. They are future-oriented with long-term consequences. They can either
make or break an organization. Therefore, it is significant that the strategist has to formulate
strategic decisions only after receiving vital inputs from SWOT analysis carefully. In majority of the
organizations of our country, strategic decisions rarely follow the above stated criterions.

While shaping the future of an organization, strategic decisions often mould the organizational
identity and character by deciding whether the firm will continue to be in the same line of business, or
combine new lines of activity with the existing business, enter new market segments, or seek to
acquire a dominant position in the same market. Hence, strategic decisions are concerned with
external problems and more specifically with the selection of the product-mix which will be produced,
and the markets to which the products will be sold. In other words, strategic decisions harness
between the organization and its environment.

Decision-making
Decision-making is the core of planning. It is defined as “the selection of a course of action

from among alternatives”. A plan cannot be said to exist unless a decision, a commitment of
resources, direction, or reputation has had been made. Managers sometimes see decision-making as
their central job because they must constantly choose what is to be done, who is to do it, when, where,



and occasionally even how it will be done.

Characteristics of Decisions
The following variables tend to make a decision more or less difficult:

Familiarity: knowledge of relationship between choices, environment and
outcomes.
Ambiguity: degree of clarity about the choices, controllable variables, and
uncontrollable variables of the problem.
Complexity: number of alternatives, variables, and criteria to consider.
Irreversibility: extent to which a decision, once made, can be reversed.
Significance: magnitude of the decision outcomes and scope of their impact on
the decision-maker’s domain of activity.
Accountability: degree to which the decision-maker is accountable for the
outcomes of the decision.
Time:the time constraint within which the problem must be solved.
Leaders of small companies often find themselves facing difficult market conditions without the

staff or resources available to larger organizations. Responding to this challenge can stretch them to
the limit and confront them with the risk of losing control of everything they have worked so hard to
build.

Decision Contexts
We may make decisions under three circumstances with regard to decision circumstances.

Certainty: A certainty decision situation exists when the decision-maker
knows all of the available alternatives and the outcomes which will result from
each.
Risk: A risk decision situation exist when the decision-maker faces more than
one alternative, but he/she knows all of the alternatives, knows all of the
possible outcomes associated with each of the alternatives, and can assign
probabilities to each possible outcome.
Uncertainty: An uncertainty decision situation exists when the decision-maker
lacks knowledge of what all the alternatives are, what the outcomes associated
with each alternative are, or cannot assign probabilities to each of the possible
outcomes.

Role of Rationality in Decision-Making
It is frequently said that effective decision-making must be rational. Hence, it becomes

necessary for us to explore the connotations of rationality. People acting or deciding rationally must
have a clear understanding of alternative courses by which a goal can be reached under existing



circumstances and limitations. They must also have the information and the ability to analyze and
evaluate alternatives in light of the goal sought. Finally, they must have a desire to come to the best
solution by selecting the alternative that most effectively satisfied goal achievement.

(a) Bounded Rationality: The manager’s limited mental capabilities and
emotional constraints that prevent completely rational decision-making.
(b) Subjective Rationality: The limits we impose on the alternatives we
consider owing to our values, moral positions, and ethical standards.
(c) Relative Risk Aversion: One’s tolerance of, or willingness to take, risks.
Less tolerance would indicate greater risk aversion.
People seldom achieve complete rationality, particularly in the realm of management. Since no

one can make decisions affecting the past, decisions must necessarily operate for the future, and the
future almost invariably involves uncertainties. It is difficult to recognize all the alternatives that
might be followed to reach a goal; this is particularly true when decision-making involves
opportunities to do something that have not been done before. Moreover, in most instances, not all
alternatives can be analyzed, even with the newest available analytical techniques and computers.

Hence, a manager must settle for limited rationality or bounded rationality. In other words,
limitations of information, time and certainty limit rationality, even though a manager tries earnestly
to be completely rational. Since managers cannot be completely rational in practice, they sometimes
allow their dislike of risk, that is, their desire to ‘play it safe’, to interfere with the desire to reach the
best solution under the circumstances. Herbert Simon has called this satisfying, this, as a planning
course of action that is satisfactory or good enough under the circumstances. Although many
managerial decisions are made with a desire to ‘get by’ as safely as possible, most managers do
attempt to make the best decisions they can within the limits of rationality and in keeping in mind the
size and nature of the risk involved.

Decision-making is defined as the selection of a course of action from among alternatives; it is
the core of planning.

Strategic decision-making is the task of a senior manager. The important issues in it are:

(a) Criteria for decision-making: The process involves objective setting.
These objectives serve as yard-sticks to measure the efficiency and effectiveness
of the decision-making process. There are three view-points here:

 Concept of maximization of returns while achieving the objectives.
 Concept of satisfying: The objectives are achieved realistically.
 Concept of Incrementalism: According to this, the behaviour of the

firm is complex and the process of decision-making, which includes
objective setting, is essentially a continually evolving political consensus
building. The firm moves towards its objectives in small, logical and
incremental steps.



(b) Rational decision-making: It means exercising a choice from among
various alternatives in such a way that it leads to the achievement of objectives
in the best possible manner. Rationality takes into account the constraints
under which a decision maker operates.
(c) Creativity in decision-making: To be creative, a decision must be original
and different. It can be developed through techniques like brainstorming.
(d) Variability in Decision-making: Given identical sets of conditions, two
decision-makers may reach totally different conclusions. This also implies that
every situation is unique and there are no set formulae that can be applied in
decision-making.
(e) Person related factors in decision-making: Factors like age, education,
intelligence, personal values, cognitive styles etc. affect decisions. Age,
knowledge, intelligence, risk-taking ability and creativity are generally
supposed to play a positive role Cognitive style enables a person to assimilate
a lot of information interrelate complex variables and develop in integrated
view of the situation. Values are important for ethics and social responsibility.
(f) Individual versus group decisions: For bigger organizations, groups
become important but can create friction when complex decisions are involved.

Types of Decisions

(A) Conventional Decision-making: It is the process of selecting an alternative
from many. It includes:

 Objectives are determined.
 Alternatives to achieve the objectives are identified.
 Each alternative is evaluated.
 Best alternative is chosen.
 The alternative has to be implemented.

(B) Programmed decisions: It is applied to structured or routine problems.
(C) Non-programmed decisions: They are used for unstructured, novel and
ill-defined situations.
(D) Tactical Decisions: These decisions deal with medium term like a month.
While strategic decisions are of a longer term in nature, tactical are relatively of
a shorter duration and are made to fulfill pre-decided strategy.
(E) Operational decisions: These decisions relate to daily decisions like leave
records etc. which are more of a mundane nature and highly routine and can be
done at a junior level.



Steps in Decision-making
Following are the important steps involved in decision-making.

(A) Identification and diagnose the problem: The first step in decision-making
is identifying a gap between desired and actual conditions.
Indicators of Problems

 Deviation from past performance: Common indicators are declining
sales, increased employee turnover, higher scrap rates, increased
customer complaints and increased number of bad cheques cashed.

 Deviations from the plan: When the results that are hoped to attain
with a plan are not forthcoming, then there is a problem. This type of
problem identification requires one to see a deviation from anticipated
future performance.

 Criticism from outsiders: The sources include customers, government,
regulators and stakeholders.

 Competitive threats: The process of competition can create troubles for
the organization.

Diagnosis
The ability to think critically helps a person to get at the real problem. An
important part of the decision process for making the right diagnosis is how you
frame the problem. Framing puts you on the right track by defining what
must be decided, and separating out what is important.
(B) Developing alternate solutions: All kinds of possibilities are explored even if
they seem unrealistic. The difference between good and mediocre
decision-makers is that the former do not accept the first alternative that they
think of. They continue digging till they find the best solution.
(C) Evaluate alternate solutions: The relative value of the alternatives
needs to be compared. The problem solver examines the pros and cons of each
one and considers the feasibility of each. Some alternatives may appear
attractive, but implementing them may be impossible or counter productive.
Evaluating alternatives is often done by performing a cost-benefit analysis of
each alternative.
(D) Choose an alternative solution: A major factor influencing the choice of
an alternative is the goal the decision should achieve. Despite careful
evaluation of alternatives, ambiguity remains in most decisions. Even when
quantitative evidence is very strong for a particular alternative, the
decision-maker might be uncertain. The alternative chosen should be one that



appears to come closest to achieving desired goals.
(E) Implement the decision: Until a decision is implemented, it is not a decision
at all. Many strategic decisions represent wasted effort because nobody is held
responsible for implementing them. Much of a manager’s job involves helping
subordinates implement decisions. A decision is seldom a good one if people
resist its implementation or if it is too cumbersome to implement.
(F) Evaluate and Control: The final step is to investigate how effectively
the chosen alternative solved the problem. Controlling means ensuring that
the results of the decision obtained are the ones set forth during the problem
identification step. After gathering feedback, the quality of the decision must be
characterized as optimum, satisfying or sub-optimum.
Optimum decisions lead to favourable outcomes. Satisfying decisions provide
a minimum standard of satisfaction. They are adequate, acceptable or
passable. Many decision-makers stop their search for all alternatives when
they find satisfying decisions. Accepting the first reasonable alternative may
only postpone the need to implement a decision that really solves the problem.
Sub-optimum decisions lead to negative outcome. Their consequences are
disruptive to the employees and the firm. By comparing what actually
happened with what one thought would happen, valuable insights could be
gained.
Evaluation and control is very important because it provides valuable learning
to the manager who can use the experience to their advantage while making
future decisions.
These steps must be followed if the organization is to benefit from the decision.
Decisions taken arbitrarily will prove harmful to the long-term health of the
organization.

Strategic Decision-making under Uncertainty
The future is either certain (precise enough) or is totally uncertain. When it is assumed to be

pretty certain, the uncertainty is underestimated and this can lead to strategies that neither defend
against the threats nor take advantage of the opportunities under uncertainty.

The other extreme is to assume the future to be totally uncertain and abandon
decision-making/strategy altogether. Making systematically sound decisions under uncertainty
requires a different approach, one that avoids the dangerous binary view.

Even the most uncertain business environment contains a lot of strategically relevant
information.

First, it is possible to identify clear trends, such as market demographics, etc. Second, there is
usually a host of factors that are currently unknown, but could be known if the right analysis is done.



The uncertainty that remains after the best possible analysis is “Residual Uncertainty”.

Levels for Decision-making
Based on the residual uncertainty, there are four possible levels/scenarios for the future that can

be used for decision-making.

Level I: A Clear Enough Future

 Single forecast of the future that is precise enough for strategy
development.
 Residual uncertainty is irrelevant to strategic decision-making.
 Traditional tools of strategy are good enough for this level.
Level II: Alternate Futures

 Future is described as one of a few alternative futures.
 Analysis cannot identify which outcome will occur, but you can establish
probabilities.
 Some elements of strategy would change if the outcomes were predicable.
 Typical tools used in this level are decision analysis, option valuation
models, game theory, etc.
Level III: A Range of Futures

 A range of potential futures can be identified.
 That range is defined by a limited number of key variables.
 The actual outcome may lie anywhere along with continuum bounded by
that range.
 There are natural discrete scenarios.
 The tools at this level are latent demand, research, technology forecasting,
scenario planning, etc.
Level IV: True Ambiguity

Occurs rarely.
Multiple dimensions of uncertainty interact together.
The environment is virtually impossible to predict.
Leads to other levels in a short period of time.
The tools used at this level are analogies and pattern recognition, non-linear
dynamic models, etc.



A clear enough futures Alternative futures Range of futures

Clear Enough Future: Japanese company Casio which is basically into diverse
businesses such as calculators, miniature TV sets, monitors for laptops
computers, and automotive dashboards competency which is common to all, i.e.,
miniaturization, microprocessor design, material science and ultra thin
precision casing, that is why Casio’s entry into the handheld TV market was
predictable.
Alternative Futures: Consider US long-distance telephone providers in late
1995, as they began developing strategies for entering local telephone markets.
Legislation that would fundamentally deregulate the industry was pending in
Congress, and the board form that new regulations would take was fairly clear
to most industry observe. But whether the legislation was going to pass and
how quickly it would implement if it did were still uncertain. No amount of
analysis would allow the long-distance carriers to predict those outcomes, and
the correct course of action, for example, the timing of investments in network
infrastructure depended on which one materialized.
For example, in oligopoly markets, such a those for pulp and paper, chemicals,
and basic raw materials, the primary uncertainty is often competitors’ plans for
expanding capacity. Economies of Scale often dictate that any plant built
would be quite large and would be likely to have significant impact on industry
prices and profitability. Therefore, any one company’s decision to build a
plant is often contingent on competitors’ decisions.
Range of Futures: Consider a European consumer goods company deciding
whether to introduce its products to the Indian market. The best possible
market research might identify only a broad range of potential customer
penetration rates – say, from 10 per cent to 30 per cent and there would be no
obvious scenarios within that range, making it very difficult to determine the
level of latent demand. Analogous problems exist for companies in
technologically driven fields, such as the semi-conductor industry. When



deciding whether to investment in a new technology, producers can often
estimate only a broad range of potential cost and performance attributes for it,
and the overall profitability of the investment depends on those attributes.
True Ambiguity: Companies considering major investments in
post-communist Russia in 1992 faced level four uncertainties. They could not
predict the laws or regulations that would govern property rights and
transactions, a central uncertainty compounded by additional uncertainty
about the viability of supply chains and about the demand for previously
unavailable consumer goods and services. Shocks such as a political
assassination or a currency default could have spun the whole system toward
completely unforeseen outcomes.

Issues in Strategic Decision-making
The following are the important issues in Strategic Decision-making:

A company would have different people in the decision at different periods of
time. Decisions often require judgment and thus it is important to note that
the person-related factors are important in decision-making and the decisions
may differ as the persons change.
Again, an individual does not take decisions along. But often there is a tussle
in decisions, which could be individual versus group decision-making. The
decisions taken by the group could be different from those that may be taken by
individuals themselves.
A company would need to decide on what criteria it should make its decision.
Thus, it needs a process of objective setting, which serves as benchmarks for
evaluation of the efficiency and effectiveness of the decision-making process.
There are three major criteria for decision-making: the concept of
maximization, the concept of satisfying and the concept of incrementalism.
Based on the chosen concept, strategic decisions will differ.
It is assumed that decision-making is logical and thus there will be rationality
in decision-making. In the context of strategic decision-making, it means that
there would be a proper evaluation and then exercising a choice from among
various alternative courses of action in such a way that it may lead to the
achievement of the objectives in the best possible manner.
As situations are complex, straightforward thinking may not be effective.
Creativity in decision-making may be needed thus the decision must be original
and different. But also based on the situation and circumstances, there would
be variability in decision-making.



1.12 SPHERES OF STRATEGIC DECISIONS

Strategic decisions are primarily because of strategic issues which have the following
dimensions:

1. Involvement of top management: Top management consisting of Board of
Directors and CEOs who are considered as strategists must consider strategic
issues. Keeping the issues in mind, the strategists must carefully assess the
likely consequences on various divisions. Subsequently, he must allocate the
resources prudently and oversee the implementation process closely. At every
stage, strategic decisions entail uninterrupted support and grace from the top
management people.
2. Distribution of large amount of resources: As stated above, strategic
decisions need commitment of large amounts of internal and external resources
over a continuous period.
3. Impact on long-term prosperity of the company: For better or worse,
strategic decisions have long-term consequences on firms. If a firm adopts a
particular strategy, its image and competitive edges are invariably linked to that
strategy. It acquires recognition in certain markets, for certain products, with
certain technologies. The firm would stand to lose if it shifts focus from these
markets, products, or technologies by adopting a radically different strategy.
4. Futuristic Approach: Forecast is an essential input for strategic decisions.
The focus is on selecting a suitable course of action from the various available
alternatives and moving forward with confidence. In a volatile environment, a
firm will succeed only if takes a proactive approach towards change.
5. Multiple Business Consequences: Strategic decisions impact all the areas of
an organization more so relating to product-mix, capital mix, customer-mix,
organization structure, competitive focus and the like.
6.Emphasis on outside groups: In order to successfully position a firm in a
competitive environment, strategists must go beyond its operations. They
must bear in mind how the other stakeholders such as competitors, customers,
suppliers, creditors, government and investors are likely to react to its own
strategies from time to time.

1.13 REASONS FOR FAILURE OF STRATEGIC MANAGEMENT

Following are the important reasons for failure of Strategic Management.

1. Change dislodges strategic decisions: Even the most technically perfect
strategic plan will serve little purpose if it is not implemented. Many
organizations tend to spend a large amount of time, money, and effort on



developing the strategic plan, treating the means and circumstances under
which it will be implemented as afterthoughts! Change comes through
implementation and evaluation, not through the plan. The turbulent change
dislodges the strategic plan and decision rendering the strategic choice futile.
2. Presence of bureaucratism: Strategic management must not become a
self-perpetuating bureaucratic mechanism. Lack of autonomy in the strategy
implementation makes the strategy failure. Therefore, strategic management
must not become ritualistic, stilted, orchestrated, or too formal, predictable, and
rigid. A key role of strategists is to facilitate continuous organizational
learning and change.
3. Strategic decisions lack psychological, social and political dimensions: Most
of the strategic decisions give less or no importance to psychological feelings of
the persons involved. It also lacks social interaction which is essential for
success of the strategy. Strategic decisions need to consider political,
information infrastructure and administrative procedures supporting it.
4. Closed-mindedness of the people involved in strategy implementation: An
important aspect of effective strategic management is open-mindedness. But
the people who are responsible for strategy implementation are not ready to
consider new information, new viewpoints, new ideas and new possibilities. To
remove this flow, all organizational members must share a spirit of inquiry and
learning.
5. Scarce resources for implementing strategic decisions: No organization has
unlimited resources. No firm can take on an unlimited amount of debt or issue
an unlimited amount of shares to raise capital. Therefore, no organization can
pursue all the strategies that potentially could benefit the firm. Strategic
decisions thus, always have to be made to eliminate some courses of action and
to allocate organizational resources among others.
6. No trade-off between long-term and short-term considerations: One of the
reasons for the failure of the strategic management decisions is lack of
trade-offs such as long-range versus short-range considerations, or maximizing
profits versus increasing shareholders’ wealth. Strategy trade-offs require
subjective judgments and preferences like that of social responsibility and
organizational culture.
7. Lack of objectivity in formulating strategy: In many cases, a lack of
objectivity in formulating strategy results in a loss of competitive posture and
profitability. Subjective factors such as attitude towards risk, concern for
social responsibility, and organizational culture will always affect strategy
formulation decisions, but organizations need to be as objective as possible in
considering qualitative factors.



8. Participants shirking the responsibility: One of the lacunas in strategy
formulation and implementation relate to the risk of participants shirking the
responsibility of inputs in the decision-making process and the conclusions
drawn thereafter. This may happen if those associated with the formulation of
strategy are not intimately involved with the implementation of strategy.
Therefore, assurances about the results of strategic decisions should be confined
to the performance that can be achieved by the strategists and their
subordinates.

1.14 STRATEGIC INTENT

Strategic intent envisions a desired leadership position and establishes the criterion the organization will
chart its progress. It is simply something more than just unfettered ambition.

To develop an effective strategy, a company needs to have strategic intent. Invariably –
companies look at competition traditionally – i.e., focus on existing position and resources, rather
than at the resourcefulness of competition and their pace at which they are building competencies.
Accessing the current tactical advantages of known competitors will not help to understand the
resolution, stamina and inventiveness of potential competitors.

Strategic intent envisions a desired leadership position and establishes the criterion the
organization will chart its progress. It is simply something more than just unfettered ambition. It
captures the essence of winning and it stables over time. It sets a target that requires personal effort
and commitment and also a bit of luck — it is not a soft target.

Strategic intent is clear about the ends, but flexible about the means. It leaves room for
improvisation and creativity and the top management gives the direction. The difference is resource as
a constant versus resources as leverage. In both, it is implicit that there must be balance in the scope
so as to reduce risk. In the first, you do it through building a balanced portfolio of cash generating
and cash consuming business, in the other you ensure a well balanced and sufficiently broad portfolio
of advantages.

Strategic intent implies a sizeable stretch for an organization. Current capabilities and
resources will not suffice. This will force inventiveness to make the most of existing resources. It
will create a sense of urgency and force a competitor focus at all levels through widespread use of
competitive intelligence. The companies will invest and train employees with the skills they need to
work effectively.

The management will keep on invoking challenges, but also not overwhelm the employees with
unreasonable pressure and demands. They give the organization time to digest one challenge before
launching another challenge. There are clear milestones, which are communicated without any
ambiguity and also review mechanisms to monitor the milestones.

One important parameter is reciprocal responsibility. Invariably, in bad times, the blame is put
at the operating levels, i.e., the workers and junior managers would lose their jobs, take pay cuts, etc.
But in the good times it is the top management which would take the credit and reward themselves
with hefty bonuses, increase salaries, etc. but reciprocal responsibility means equal blame and credit.



It goes a long way in building credibility and motivation. Instead of attacking competitors blindly
and taking them head-on, companies must leverage their resources.

Thus, they look for ways to build competitive innovation. The first common way is to build
layers of advantage, i.e., to build on strengths and apply them to the next or adjoining process and
improve the links and keep on extending it. The next way is to search for loose bricks, clusters of
business, groups of customers that competition has ignored/not noticed, gap in the market waiting to
be exploited that gives you a foothold in the market.

Quite often, changing the rules of engagement help as it puts the entire way of doing business
into a fresh perspective. You can start on relatively equal footing rather than being at a disadvantage.
Sometimes you compete with collaborations, instead of a straight right. There is similarity like in
judo – you may be small, but you can use the size of your rivals against them. This mapping implies
a new view of strategy. It ensures consistency in resource allocation in the long run, focuses efforts
in the medium term and reduces risk in the short run. Quite often, blindly following the leader or
playing by the industry leader’s rule is competitive suicide.

Companies with good strategic intent know the important of documenting failure, but instead of
blame fixing and nailing people, they are interested in the management reasons and the orthodoxy that
may have led to the failure sounds simple, but somehow not practiced. In bad times, the simplest
way is to sell a business doing badly. This is the common method, but then you hand over markets
and profits on a platter to the competition. The challenge is to survive and turn around and also to
find niches within the market and create new spaces uniquely suited to the strengths, space that often
off the map.

Today, for practically all companies, the threat is global and diverse, even industry boundaries
are becoming blurred. Typical competition as understood is being redefined and unlikely
competitors are coming up. But this also has the positive spill off in the sense that even
opportunities are larger and global. Typical SBU structure though helpful may prove to be a
constraint in such conditions. The reasons are that it could narrowly divide resources and thus loose
their leverage and flexibility.

One of the dangers threat companies impose on themselves is belief that, if an executive is put
through a lot of career moves fast, it would help him to be a better person. But in the industry where
the amount of knowledge and expertise required is very fast, this may be counter productive. The
managers may lack the deep strength required in their areas. Thus, there could be tendency for
‘denominator management’.

Most companies would appraise their managers on the basis of some ratios and financials.
These measures would have a numerator, typically turnover/sales, i.e., the figures showing the
position externally. The denominator would be costs, profits, and mainly internal parameters. To
show better results, there is a shortcut available which is tempting, i.e., focus on the internal
parameters, so structure cut costs and do things that may hurt a company.

Looking at the denominator may bring short-term results, but there may be serious long-term
sacrifices. So unless a company does both simultaneously, focus on increasing the numerator and
also focus on reducing denominator, there would be a serious problem in the future. It would lead to



a downward spiral, as again when the next problem occurs, you look inward and shrink again till
finally somebody else gobbles you up. Thus, in many situations, managers follow a code of silence,
ignoring the signals seen and keeping silent. It is better to bring the problems to the surface and
discuss them, rather than increase the level of anxiety, which everybody knows of.

Thus, strategic intent is what the organization strives for. Komatsu wanted to ‘Encircle
Caterpillar’ in the earth-moving business. Cannon wanted to ‘Beat Xerox’. These are some of the
strategic intents. It is an obsession with an organization, an obsession with having ambitions that
may be even out of proportion to their existing resources and capabilities. This obsession is to win
at all levels of the organization with sustaining that obsession in the quest for global leadership.

Stretch, Leverage and Fit
To achieve strategic intent, you need to stretch. As of today, there is a misfit between resources

and aspirations. So instead of looking at resources, you will look at resourcefulness. To achieve
you will stretch and make innovative use of your resources.

This leads to leveraging your resources. Leverage refers to concentrating your resources to
your strategic intent, accumulating learning, experiences and competencies, in a manner that a scarce
resource base can be stretched to meet the aspirations that an organizational resources to its
environment.

The strategic fit is the traditional way of looking at strategy. Using techniques such as SWOT
analysis, which are used to assess organizational capabilities and environmental opportunities,
strategy is taken as a compromise between what the environment has got to offer in terms of
opportunities and the counter offer that the organization makes in the form of its capabilities.

Under fit, the strategic intent is conservative and seems to be more realistic, but you may not be
aware of the potential; under stretch and leverage it could be improbable, even idealistic, but then you
look at something far beyond present possibilities and look at the potential possibilities.

1.15 STRATEGISTS AND THEIR ROLE IN STRATEGIC
MANAGEMENT

Normally, the senior management is involved in strategic management. The role of each is
briefly stated below:

1. Role of Board of Directors: Board of Directors is the supreme authority in
a company, who represent the owners/shareholders, sometime lenders. They
are supposed to direct and are responsible for the governance of the company.
The Companies Act and other laws also bind them and their actions. The
board though is supposed only to direct, they do get involved in a lot of
operational issues also. Professionals on the Board of Directors help to get new
perspectives and provide guidance. They are the link between the company
and the environment.
2. Role of Chief Executive Officer: Chief Executive Officer is the most



important strategist and responsible for all the aspects right from
formulation/implementation to review of strategic management. The CEO is
the chief architect of organizational purpose, the leader and builder, motivator
and mentor. CEO is the link between the company and the Board of Directors
and also is responsible for managing the external environment and
relationships.
3. Role of Entrepreneurs: Entrepreneurs are the people who start new
businesses, are independent in thought and action. Often even internally, a
company could promote the entrepreneurial spirit. Thus, this view and
attitude can also be inside an organization. Often, they provide a sense of
direction and are active in implementation.
4. Role of Senior Management: Senior Management would either look after
strategic management as responsible for certain areas or as part of terms and
are answerable to the Board of Directors and the Chief Executive Officer.
5. Role of Strategic Business Unit (SBU): SBU would be more focused on their
product line/business and also on coordination with other SBU and with senior
management. They would be more in the implementation role.
6. Role of Corporate Planning Staff: Corporate planning staff would
normally provide administrative support, tools and techniques and be a
coordination function.
7. Role of Consultant: Quite often, consultants may be hired for a specialized
new business or expertise or even to get an unbiased opinion on the business
and the strategy.
8. Role of Middle Level Managers: Middle Level Managers are the vital link
in strategizing and implementation. Though they are not actively involved in
formulation of strategies, they are often developed to be the future top
management.

1.16 KEY CONCEPTS USED IN STRATEGIC MANAGEMENT

Vision, Mission and Values
The first task of Strategic Management is formulating the organization’s vision, mission and

value statements. These statements are primarily based on internal process within the organization.
They have the greatest impact on the identity and the future of the organization and reflect of the
strategic intent of the organization. Vision, mission, and the values have their distinct features and
play distinct roles in the subsistence of the organization.

Vision
Vision is what keeps the organization moving forward. Vision is the motivator in an



organization. It needs to be meaningful with a long-term perspective so that it can motivate people
even when the organization is facing discouraging odds.

Mission
Mission is the founder’s intentions at the outset of the organization, what they wanted to achieve.

In the dynamic environment of today, it must be re-examined and refreshed periodically.

Values
Values manifest in what the organization does as a group and how it operates. An explicit

depiction of values is a guide to way of choosing among competing priorities how to work together.

Vision, mission and values are the three components of focus and context of the organization.
They form a hierarchy. The vision of the organization leads to its mission and its values. The
mission in turn leads to the objectives of the firm. This relation is shown in the following figure.

Relationship between Vision, Mission and Objectives

Mission and Values

Vision Statement

Vision refers to the goals that are broad set, most general, and all-inclusive. A vision describes aspirations
for the future, without specifying the means necessary to achieve those desired ends.

Vision refers to the goals that are broad set, most general, and all-inclusive. A vision describes
aspirations for the future, without specifying the means necessary to achieve those desired ends.
The most effective visions are those that inspire, and this inspiration often takes the form of asking for
the best, the most or the greatest. It may be the best service, the most rugged product, or the greatest
sense of achievement, but it must be inspirational.

When you begin the process of strategic planning, visioning comes first. “What will success
look like”? A vision statement answers to this question, the pursuit of this image of success is what
motivates people to work together. It is an important requirement for building a strong foundation.
When all the employees are committed to the firm’s visions and goals, optimum choices on business
decisions are more likely.

The process and outcomes of visioning is to develop an effective basis for business strategy.
The foresight organization is to fit the strengths of the organization with the market demands, to make
the organization highly competitive with growth and profits as the rewards. The long-term benefits



are substantial, because visioning:

Breaks you out of boundary thinking.
Provides continuity and avoids the stuffer effect of planning fits and starts.
Identifies direction and purpose.
Alerts stakeholders to needed change.
Promotes interest and commitment.
Promotes laser-like focus.
Encourages openness to unique and creative solutions.
Encourages and builds confidence.
Builds loyalty through involvement.
Results in efficiency and productivity.
Whatever the eventual architecture of the organization, the vision statement encompasses the

organization in all its forms. The vision statement identifies activities the organization intends to
pursue, sets forth long-term direction and provides a big perspective of:

Who we are?
What are we trying to do?
How do we want to go about it?
Where are we headed?
The vision statement should be built around the core values of the organization and the people

within it. The statement should be designed to orient the group’s energies towards the core values
and serve as a guide to action.

Draw on the beliefs, mission, and environment of the organization.
Describe what you want to see in the future.
Be specific to each organization.
Be positive and inspiring.
Do not assume that the system will have the same framework as it does today.
Be open to dramatic modifications to current organization, methodology,
teaching techniques, facilities, etc.
The vision statement is meant to inspire challenge and motivate the workforce, arouse a strong

sense of organizational purpose, build price and strike a responsive chord to their value system.



Mission Statements
A mission statement is an enduring statement of purpose that distinguishes one business from other similar
firms.

A mission statement is an enduring statement of purpose that distinguishes one business from
other similar firms. A mission statement identified the scope of a firm’s operations in product and
market terms. The mission is the expression of the corporate intent. The mission justifies the
organization and legitimizes the corporate role in the society. It tells insiders and outsiders what the
corporate stands for. The mission would carry the grand design of the firm and communicate what it
wants to be. It will indicate broadly the businesses it will be in and the customers’ needs it seeks to
satisfy. The mission is shaped by the capabilities and vision of the corporation’s leaders.

Vision is the critical focal point and beginning to high performance. But obviously a vision
alone won’t make it happen. Even the most exciting vision remains only a dream unless it is
followed up with striving, building, and improving.

Why does the organization exist? What is the value addition? How does it want to be
positioned in the market and minds of customers? What business is it in? There are all questions
of purpose. They deal with the deeper motivations and assumptions underlying the values and
purpose that form the context and focus of the organization. Mission statement is a statement of
purpose and function. It must:

Draw belief statements.
Be future-oriented and portray the organization as it will be, as if it already
exists.
Focus on one common purpose.
Be specific to the organization, not generic.
The mission statements set the organization apart from others. They give meaning to the

reasons for being value-add, and define the business organization. As with vision and values, the
mission should have clear answers to the above questions, it should arouse a strong sense of
organizational identity and business purpose.

Though some of these questions often seem deceptively simple, they are not so simple. We
need to answer them to prepare a mission statement. For example, the question, “what business are
we doing?” The implications of making a definitive identification means that the organization has
put boundaries around to give guidance to the strategic direction in which it will move.

The mission statement has direct implications on the diversification strategy of the organization.
It provides directions on the strategic choice in diversification strategies. If the areas are to be
related, it puts limits on the options. The diversification options may be related in a number of
different ways; the new products and services may have similar technologies, or may be serving
similar markets, or may have similar competencies.

Specifically speaking about mission statements, a well designed mission statement must be
narrow enough to specify the real area of interest; and it should serve as a signal on where the top



management intends to take the firm. Overly broad mission statements provide no guidance in
strategy making. However, diversified companies will have a broader mission definition than single
business enterprises. In either case, the statement should lead to the direction the organization plans
to take.

Value Statements
The value statements give a common cause and a common sense of purpose across the

organization. Just like the mission statement, it provides the direction to the strategy of the
organization. It provides an explicit depiction of values to guide the organization in choosing among
competing priorities, thereby setting the organization apart from others. Organizational values can
set the direction of the business organization by identifying the contribution of the organization plans
to make to the key market. The statements should speak loudly and clearly for themselves, elicit
personal effort and dedication and generate enthusiasm for the firm’s future, the strategy of the
organization.

Preparation of Vision and Mission Statements
In a competitive economy driven by the cruel logic of markets, a company with a determined

management can transform an organization much more quickly and much more effectively than in the
past. Clearly articulating the strategic intent is the key. Vision, mission, and values hold an
organization together.

Unfortunately, they don’t come neatly packaged in separate mental compartments. Instead,
they are linked in people’s hearts and minds. Most people can relate to a personal vision, their
personal values, and their mission in life, but they often find it difficult to arrive at a consensus on
issues concerning mission, values, and vision of the group.

It is important to recognize and respect diverse approaches to questions of ultimate purpose in a
group. Ideally, the senior management team defines the broad parameters of what business they are
in and which direction they are heading. They can prepare a rough vision for input and refinement
or leave things wide open for the rest of the organization to fill in. Group members then exchange
ideas and make decisions to articulate the vision, mission, and values.

Different ways of defining a group’s vision, mission and values may seem foolish or even
alarming; but organizations are strongest when many aptitudes, interests, and points of view can be
worked out together. Teams or organizations need a shared vision, not something that only a few
people own. Everyone should be a stakeholder in spirit. That is usually a cascading process, but it
can start in any part of an organization.

The vision and mission statement should provide clarity to the issues of governance. However,
often there are conflicts in perceptions. What organizations describe as ‘personality conflicts’, after
a little exploration often reveals real differences on issues about governance, finances, purpose and
programme of the organization.

There are many ways in which the vision statement can be prepared. It depends on the nature
and type of organization as well as the philosophy style of the top management. One popular
method to prepare the vision statement is given below:



We may brainstorm with our staff or our board what we would like to accomplish in the future,
using the ‘guided fantasy’ method. We bring the participants together and ask them to imagine and
create a vision of what the group’s activities will be five or ten years down the life. We can begin by
leading the group with our vision of how the world will change as the result of the group’s work, the
array of things we like to do our vision. And others will find themselves thinking first about how the
organization should evolve and how they can work with each other within the public elements of the
organization’s values. People can spur each other one to more daring and valuable dreams and
visions, dreams of changing the world that they are willing to work hard for. For some people, it
will be most comfortable to focus on the purpose of organization itself, its mission. This should be
consistent with the organization’s values.

An exercise like this encourages people to develop their visions and missions, loosening their
imaginative powers. Keep the process as open as possible. Avoid symbolic or theoretical disputes
and try not to be diverted by details. Then discuss the ideas this has brought up. Create a
consensus and welcome all the contributions.

Then have a working group prepare a draft after the meeting, summarizing the results and
harvest what is needed to formulate mission and vision statements.

Value Statements for Managers
The mission statement is not only meant to direct the strategy makers in their decision-making or

enthuse and motivate the employees, but it also assist managers at different levels in the organization
to function more effectively. The value of well designed mission and value statements for managers
in the exercise to their duties rests on the following factors.

Enables management to identify the boundary between what to do and what
not to do.
Crystallizes top management’s views of the firm’s long-term direction.
Helps managers take decisions to keep the organization on the right track.
Conveys organizational purpose as motivation to employees to do their very
best.
Helps keep direction related actions at all levels in the organization on a
common path.
Gives a yardstick to measure the performance and plans, against the
aspiration.

Objectives
Mission statements are more specific than vision statements, but are not to be taken as concrete

directions for action. Objectives render mission statements more concrete. In other words, mission
statements seek to make a vision more specific and objectives are attempts to make mission
statements more concrete. In short, they are compatible to each other. Objectives, therefore,
represent the operational side of an organization.



Policies
Policies are also plans but they are general statements or understandings, which guide thinking in decision-
making.

Policies are also plans but they are general statements or understandings, which guide thinking
in decision-making. Not all policies are ‘statements’; they often are merely implied from the actions
of manager. The president of a company, for example, may strictly allow – perhaps for convenience
– the practice of promoting from within; the practice may then be interpreted as a policy and carefully
followed by subordinates. Thus, policies define an area within which a decision is to be made and
ensures that the decision will be consistent with, and contribute to, an objective. Policies help to
decide issues before they become problems, make it unnecessary to analyze the same situation every
time it comes up, and unify other plans. Policies ordinarily exist at all levels of the organization,
ranging from major company policies to minor policies applicable to smallest segments of the
organization.

Rules
Rules spell out specific actions or non-actions, allowing no discretion. A procedure might be

looked upon as sequence of rules. The essence of a rule is that it reflects a managerial decision that
some certain action must or must not be taken.

Procedures
Procedures are plans that establish a required method of handling future activities. They are guides to action,
rather than to thinking, and they detail in exact manner in which certain activities must be accomplished.

Procedures are plans that establish a required method of handling future activities. They are
guides to action, rather than to thinking, and they detail in exact manner in which certain activities
must be accomplished. They are chronological sequences of required actions. Procedures often cut
across department lines.

1.17 QUESTIONS

Section A: Objective Type Questions (2 Marks)

1.What is Strategy?
2.Define Strategic Management.
3.Expand SBU.
4.What are the stages in Strategic Management Process?
5.What do you understand by ‘Strategy Formulation’?
6.Give the meaning of Strategy Implementation.
7.What do you understand by Strategic Decision-making?
8.What is Vision?



9.What is Mission Statement?
10. State four reasons for failure of strategic management.
11. What do you mean by Strategic Intent?

Section B: Analytical Type Questions (5 marks)

1. Briefly explain the need for Strategic Management.
2.Write a note on Strategic Decision-making.
3.Explain the spheres of Strategic Decisions.
4.Explain the reasons for failure of Strategic Management.
5.Draw a flow chart to show the strategic management process.
6.Write a note on Strategic Intent.

Section C Essay Type Questions (15 Marks)

1.Explain the process of Strategic Management.
2.Examine the role of strategists in Strategic Management.




