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Preface
The economic liberalization which unleashed the competitive forces has vastly changed

business scenario in India. To survive in the new environment, companies have no option but to
shed several of their inheritances of the controlled regime. Running a business in such a dynamic
and fast-changing environment demands adequate knowledge and management skills. Strategic
management is the scientific study of proactively responding to the changing business
environment. Businesses, big or small, need to practice strategic management to grow and stay in
business. Hence, there is an ever increasing interest in the subject academically and otherwise.

More and more Universities have remodeled the course contents of management studies
keeping in view, the demands of industry and commerce. Strategic management has been
included as a subject for study even in non-management courses.

The growing discipline of strategic management has limited books at basic level. My
association with the teaching and training on the subject at Mumbai, since the last decade has
inspired me to bring out a handy reference book on the subject which can meet the requirements
at the introductory level. I am thankful to the good support received for the earlier editions of my
same title. This is written as per the syllabus S.Y. BMS, Semester III of Mumbai University.

The objective of the book is to meet the academic requirements of undergraduate students of
the above course. The book provides conceptual clarity on the subject of strategic management.
While writing the book, the Indian context is kept in mind and adequate examples are chosen
from the Indian industry. This book is written in simple and lucid style to make the subject easily
understandable. I hope that the book will meet the expectations of both teachers and students of
strategic management.

I acknowledge with gratitude, the help and encouragement, I continue to receive from
teachers and well-wishers. I thank all teaching faculty teaching subject at various colleges for
their rich inputs about the book from time to time. My thanks are due to Mr. S.N. Chitale, for
valuable inputs while writing this book. I thank Mumbai University, Kalina, Kelkar College,
Mulund (E) and M.D. College of Commerce, Parel for continually giving opportunity to
associate with the subject academically. I remember with thanks the typing and proof reading
assistance provided by Ms. Revathi Iyer.

I solicit suggestions about the contents of the book so that shortcomings or inadequacies, if
any, could be attended in subsequent editions and utility of this book could be improved.

My sincerely thank to Sri K.N. Pandey, of Himalaya Publishing House Pvt. Ltd. for his
continued encouragement and support in bringing out this book.

Mumbai
2nd June, 2017 Dr. K. Govinda Bhat



Syllabus
STRATEGIC MANAGEMENT

[60 Lectures: 3 Credit]
Modules at a Glance

Sr. No. Modules No. of
Lectures

1 Introduction to Strategic Management 12
2 Strategy Formulation 16
3 Strategic Implementation 18
4 Strategic Evaluation and Control 14

Total 60

Objectives:
 The objective of this course is to learn the management policies and strategies at every level to

develop conceptual skills in this area as well as their application in the corporate world.
 The focus is to critically examine the management of the entire enterprise from the Top.

Unit No. Name of the Topic
Unit 1 Introduction to Strategic Management

1. Business Policy – Meaning, Nature, Importance
2. Strategy – Meaning, Definition
3. Strategic Management – Meaning, Definition, Importance, Strategic Management
4. Process and Levels of Strategy and Concept and Importance of Strategic Business

Units (SBUs)
5. Strategic Intent – Mission, Vision, Goals, Objective, Plans

Unit 2 Strategy Formulation
1. Environment Analysis and Scanning (SWOT)
2. Corporate Level Strategy (Stability, Growth, Retrenchment, Integration and

Internationalization)
3. Business Level Strategy (Cost Leadership, Differentiation, Focus)
4. Functional Level Strategy (R&D, HR, Finance, Marketing, Production)

Unit 3 Strategic Implementation
1. Models of Strategy Making
2. Strategic Analysis and Choices and Implementation: BCG Matrix, GE 9 Cell, Porter’s

5 Forces, 7S Framework
3. Implementation: Meaning, Steps and Implementation at Project, Process, Structural,

Behavioural, Functional Level
Unit 4 Strategic Evaluation and Control

1. Meaning, Steps of Evaluation and Techniques of Control
2. Synergy: Concept, Types, Evaluation of Synergy. Synergy as a Component of Strategy

and its Relevance
3. Change Management Elementary Concept



Paper Pattern

Maximum Marks: 75
Questions to be Set: 05
Duration: 2½ Hours
All questions are compulsory carrying 15 Marks each.

Question
No.

Particulars Marks

Q.1 Objective Questions: 15
(A) Sub-questions to be asked (10) and to be answered (any 08)
(B) Sub-questions to be asked (10) and to be answered (any 07)
(*Multiple Choice/True or False/Match the Columns/Fill in the Blanks)

Q.2 Full Length Question 15
OR

Full Length Question 15
Q.3 Full Length Question 15

OR
Full Length Question 15

Q.4 Full Length Question 15
OR

Full Length Question 15
Q.5 (A) Theory Questions 08

(B) Theory Questions 07
OR

Short Notes: 15
To be asked (05)
To be answered (03)

Note:
Theory question of 15 Marks may be divided into two sub-questions of 7/8 and 10/5 Marks.



Contents

Unit No. Unit Name Page No.

1 Introduction to Strategic Management 1 – 27

Module 1 : Business Policy – Meaning, Nature, Importance 1
Module 2 : Strategy – Meaning and Definition 5
Module 3 : Strategic Management 9
Module 4 : Strategic Management Process 12
Module 5 : Strategic Intent 17

2 Strategy Formulation 28 – 74

Module 1 : Environment Analysis 28
Module 2 : Corporate Level Strategy 49
Module 3 : Business Level Strategy 65
Module 4 : Functional level strategy 71

3 Strategic Implementation 75 – 116

Module 1 : Models of Strategy Making 75
Module 2 : Strategic Analysis 77
Module 3 : Strategy Implementation 87

4 Strategic Evaluation and Control 117 – 141

Module 1 : Strategy Evaluation and Techniques of Control 117
Module 2 : Synergy 128
Module 3 : Change Management 134

Objective Type Questions 142 – 148



1

The concept of strategy is central to understating the process of strategic management. Term
strategy is derived from the Greek word strategos, which means generalship – the actual direction of
military force, as distinct from the policy governing its deployment. Therefore, the word strategy
literally means the art of the ‘general’. In business parlance, there is no definite meaning assigned to
strategy. It is often used loosely to mean a number of things.

When an old established company, which has been profitable in the past starts facing new threats
in the environment – like the emergence of competitors- it has to rethink the course of action it had
been following. With such rethinking, new ways are devised to counter the threats. Alternatively,
some new opportunities may emerge in the environment which had not been there in the past. In order
to take advantage of these opportunities the company reassesses the approaches it had been following
and changes its courses of action. These coursed of action are called strategies.Strategic management
is different from that of management.

This Unit provides an introduction to the strategy management. This Unit consists of following
modules. Each of the module is discussed in detail.

Module 1 : Business Policy- Meaning, Nature and Importance

Module 2 : Strategy – Meaning and Definition

Module 3 : Strategic Management- Meaning, Definition, Importance of Strategic Management

Module 4 : Process and Levels of Strategy and Concept and Importance of Strategic Business
Units (SBUs)

Module 5 : Strategic Intent- Mission, Vision, Goal, and Objective

1.1 BUSINESS POLICY— MEANING, NATURE AND
IMPORTANCE

Introduction
Business policy is a mandatory course which is usually included in a typical management studies

curriculum. Almost all management education programs offered by the universities and management
institutes in India includes a business policy course normally in the later part or in diploma programme.

Glueck has viewed the development in business policy as arising from the use of planning
techniques by managers. Starting from day-to-day planning in earlier times, managers, till recently

Introduction to
Strategic Management
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tried to anticipate the future through the preparation of budgets and by using control systems like
capital budgeting and management by objectives. However, as these techniques were unable to
emphasize the role of the future adequately, long-range planning came into use however, long-range
planning was replaced by strategic planning, and later by strategic management- a term that is
currently being used to describe the process of strategic decision-making. Strategic management
forms the theoretical framework for business policy courses today.

Meaning
Christensen and others, defined business policy as “the study of the functions and responsibilities

of senior management, the crucial problems that affect success in the total enterprise and the decisions
that determine the direction of the organization and shape its future. The problems of policy in
business, like those of policy in public affairs, have to do with the choice of purposes, the molding of
organizational identity and character, the continuous definition of what needs to be done, and the
mobilization of resources for the attainment of goals in the face of competition or adverse
circumstance”.

This comprehensive definition covers many aspects of business policy. Firstly, it is considered as
the study of the functions and responsibilities of the senior management relating to those
organizational problems which affect the success of the total enterprise.

Secondly, it deals with the determination of the future course of action that an organization has to
adopt. Thirdly, it involves a choosing the purpose and defining what needs to be done in order to
mould the character and identity of an organization. Lastly, it is also concerned with the mobilization
of resources, which will help the organization to achieve its goals.

The senior management consists of designated managers who are primarily responsible for long-
term decisions, such as, Chief Executive Officer, President, General Manager or Executive Director.
These managers are not concerned with day to day problems but are expected to devote their time and
energy to thinking and deciding about the future course of action. With its concern for the
determination of the future course of action, business policy lays down a long-term plan, for the
organization to follows.

While determining the future course of action, the senior management is concerned with a wide
array of decisions and actions that could possibly be taken. The senior management exercises a choice
on the basis of given circumstances, which, in their opinion would lead the organization in a specific
direction. By moving in a predetermined direction, an organization can attain its planned identity and
character.

Organizational decisions are not made in isolation and managerial actions cannot be taken
without providing the resources necessary for them. While deciding about the future course of action,
the senior management concern themselves with the financial, material and human resources that
would be required for the implementation of the long-term plans.

The concepts of business policy, strategy, and strategic management evolved over aperiod of
time. These ideas defy universally accepted definitions as scholars develop them while managers
practice them in diverse ways. Business policy is a term traditionally associated with the integrated
management course in business schools devoted to integrating the educational programme of these
schools.
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Importance of Business Policy
Business policy course offers the views of general management. Therefore, instead of getting a

functional or operational point of view, the student receives an overall point of view from the top of
the corporation. The course enables the student to develop an eagle-eye perspective that a chief
executive officer (CEO) requires in order to be successful. During the course, the student will analyze
a wide range of business policy cases, which will help the student acquire a much broader general
knowledge about business practices, domestically and internationally. Due to the wider view, the
student’s creativity and imagination will be additionally stimulated when faced with real problems in
working situations.

Business policy guides certain continuous actions in the organization to assist mangers in
ascertaining corporate objectives and to support and enhance corporate strategies. In other words,
business policy is the set of rules designed by the organization to confront a recurring situation that
threatens the organization’s mission. It is a supporting instrument to aid in accomplishing the
company’s objectives in formulating, implementing and controlling the strategy.

Business policies are usually the last resort for the organization in confronting problems that have
occurred frequently. An example of a business policy is the refusal of convenience stores to accept any
currency larger than ` 1000/ after 10 pm. Another example of business policy is a company’s
commitment to distribute a certain percentage of net earnings as a dividend to shareholders.

Business policy is important as a course in the management curriculum and as a component of
executive development programs for middle level managers who are preparing to move up to the
senior management level.

A study of the business policy fulfills the needs of management students as well as those of
middle-level managers.

To highlight the importance of business policy, we shall consider four areas where the course
proves to be beneficial.

For learning the course
 Business policy seeks to integrate the knowledge and experience gained in various functional

areas of management. It enables the learner to understand and make sense of the complex
interaction that takes place between different functional areas.

 Business policy deals with the constraints and complexities of real-life businesses. In contrast,
the functional area courses are based on a structured, specialized and well-developed body of
knowledged resulting from a simplification of the complex overall tasks and responsibilities
of the management.

 To develop a theoretical structure of its own, business policy cuts across the narrow
functional boundaries and draws upon a variety of sources – other courses in the management
curriculum and a wide variety of disciplines, like economics, sociology, psychology, political
science, and so on. In doing so, business policy offers a very broad perspective to its students.

 Business policy makes the study and practice of management more meaningful as one can
view business decision-making in its proper perspective. For instance, in the context of
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business policy, a short-term gain for a department or a sub-unit is willingly sacrificed in the
interest of the long-term benefit that may accrue to the organization as a whole.

To understand the business environment
 Regardless of the level of management a person belongs to, business policy helps to create an

understanding of how policies are formulated.

 By gaining an understanding of the business environment, managers become more receptive
to the ideas and suggestions of the senior management. Such an attitude on the part of the
managers makes the task of policy implementation simpler.

 When they become capable of relating environment changes to policy changes within an
organization, managers feel themselves to be a part of a greater design. This helps to reduce
their feeling of isolation.

For understanding the organization
The business policy presents a basic framework for understating strategic decision-making while

a person is at the middle level of management. Such a framework, combined with the experience
gained while working in a specialized functional area, enables a person to make preparations for
handling general management responsibilities. This benefits the organization in a variety of ways.

For personal development
A study of business policy offers considerable scope for personal development. It is a fact of

organizational life that the different sub-units within an organization have a varying value and
importance at different times. It often happens that a company which has followed a production-
orientation as a matter of policy gradually shifts emphasis to marketing, may be due to increasing
competition. In the changed situation executives within the production departments have fewer
opportunities for career advancement as compared to their colleagues in marketing.

In this case, it is beneficial for an executive to understand the impact of policy shifts on the
status of one’s department and on the position one occupies. In extreme cases, many positions may
become redundant due to policy shifts and retrenchment is inevitable.

An understanding of business policy enables executives to avail an opportunity or avoid a risk
with regard to career planning and development.

Business policy offers a unique perspective to executives to understand the senior management’s
view points. With such an understanding, the chances that a proposal made by or an action taken by an
executive will be appreciated by senior managers is definitely higher.

An interesting by-product of the business policy course is the theoretical framework provided in
the form of the strategic management model. The applicability of the model is not limited to business
alone. It can be applied to organizations like, services, educational institutions, family, government,
public administration, and in many other areas. In fact, the model provides powerful insights for
dealing with policy making at the macro-level as well as at an individual level through self-analysis.

The importance of business policy stems from the fact that it offers advantages to an executive
from multiple sources. Apart from the intangible benefits, an executive gains an understanding of the
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business environment and the organization he or she works in. Such an understanding can help
considerably in career planning and development.

The purpose of the business policy is to integrate the knowledge gained in functional area, to
adopt a generalistic approach and to comprehend the complex interaction taking place within the
organization – between the sub-units and between the organization and its external environment.

1.2 STRATEGY – MEANING AND DEFINITION

Concept of Strategy
Strategy is the overall plan of a firm deploying its resources to establish a favorable position and

compete successfully against its rivals. Strategy describes a framework for charting a course of action.
It explicates an approach for the company that builds on its strengths and is a good fit for the firm’s
external environment. It is basically intended to help firms achieve competitive advantage.
Competitive advantage allows a firm to gain an edge over rivals while competing. Competitive
advantage comes from a firm’s unique ability to perform activities more distinctively and more
effectively as compared to rivals. A firm’s distinctive competence or unique ability implies, those
special capabilities, skills, technologies or resources that enable a firm to distinguish itself from its
rivals and create competitive advantage. The term ‘terrain’ is highly relevant in explaining the concept
of strategy more clearly.

From a business sense, terrain refers to a markets, segments and products used to win over
customers. The essence of strategy is to match strengths and distinctive competence in terrain in such
a way, that one’s own business enjoys a competitive advantage over rivals competing in the same
terrain. The basic premise of strategy, as things stand now, is that an adversary can defeat a rival –
who is large and more powerful one- if it can maneuver a battle or engagement onto a terrain favorable
to its own capabilities. The term ‘capability’ refers to the ability or capacity of a bundle of resources
deployed by a firm to perform an activity.

Features of Strategy
Features of strategy can be summarized as follows:

(i) Strategy is all about winning: It is about matching the strengths and distinctive
competencies of a firm within the terrain in such a way that one’s own business enjoys an
edge over its rivals.

(ii) Strategy offers broad guidelines: It chalks out a possible future, structures various internal
and external processes and puts the firm on the right patch in a dynamic world. A strategy
does not indicate what is to be done in detail; it only provides a general programme of action,
outlining the deployment of resources with a view to improve the chances of achieving
selected objectives.

(iii) Strategy is forward looking: It takes the long range view.

(iv) Strategy’s life span is limited: It is a single-use plan. It is designed to fit in a specific
situation and is ‘used up’ when the goal is achieved.
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(v) Strategy is generally a product of top management thinking: It is believed that only
executives at the highest level have the necessary perspective and information to plan for the
organization as a whole.

(vi) Strategy is a dynamic and flexible program of action: Changes in the environment bring
about changes in strategic planning.

(vii) Strategy is an inherently creative process: Once one understands the firm’s current
situation and has a view of the future, improving the firm’s performance requires thinking
new opportunities for creating and capturing value by leveraging its strategic assets.

Elements of a Strategy
Any coherent strategy should have four important elements:

(i) Goals: A strategy invariably indicates the long-term goals towards which all efforts are
directed. For example long-term goals might be to ‘dominate the market, to be the technology
leader or to be the premium quality firm. Such enduring goals help employees give their best
in a unified manner and enable the firm to specify its competitive position very clearly to its
rivals.

(ii) Scope: A strategy defines the scope of the firm that is the kind of products the firm will offer,
the markets it will pursue and the broad areas of activity it will undertake. It will at the same
time, throw light on the activities the firm will not undertake.
Competitive advantage: A strategy contains a clear statement of what competitive advantages
the firm will pursue and sustain. Competitive advantage arises when a firm is able to perform
an activity that is distinct or different from that of its rivals. Firms build competitive
advantage when they take steps that help them gain an edge over their rivals in attracting
buyers. These steps vary, for example, making the highest quality product, offering the best
customer service, producing at the lowest cost or focusing resources on a specific segment or
niche of the industry.

(iii) Logic: This is the most important element of strategy. For example, a firm’s strategy is to
dominate the market for inexpensive detergents by being the low-cost and mass-market
producer. Here the goal is to denominate the detergent market. The scope is to produce low-
cost detergent powder for the Indian mass market. The competitive advantage is the firm’s
low cost. The low price will generate high volumes. This, in turn, will make it a high volume,
low-cost producer.

Strategy refers to the method or route a company chooses to achieve its objectives after careful
assessment of its resources and environment. Strategy therefore, refers to the determination of long-
term corporate objectives and the methods along with the functional policies proposed by the company
to realize these objectives. Strategy is a comprehensive, long-term plan indicating how the corporation
will achieve its mission and objectives. Alfred Chandler defines strategy as “the determination of a
basic long-term goals and objectives of an enterprise, and the adoption of courses of action and the
allocation of resources necessary for carrying out those goals”.
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Planning is the end result of strategy design
Strategic management is the process of assessing the corporation and its environment in order to

meet the long-term objectives of the organization. It refers to the series of decisions taken by
management to determine the long-term objectives of the organization and the means to achieve these
objectives.

Strategic management is the study of functions and responsibilities of the senior management. In
this sub unit our objective is to understand the concept of strategy, its meaning and definition.
Strategy is undoubtedly the most significant concept in business policy and strategic management.

The concept of strategy is central to understanding the process of strategic management. The
term “strategy” is derived from the Greek word strategos which means general ship – the actual
direction of military force, as distinct from the policy governing its deployment. Therefore, the word”
strategy” literally means the art of the general. In business parlance there is no definite meaning
assigned to strategy. It is often used loosely to mean a number of things.

The following sections shall present some representative definitions and different perspectives on
strategy. Here you will get an overview of the complex terrain that the debate on strategy has traversed
in the course of its development as a concept. Before we do that, let us consider some examples of
strategy in action.

 When an old established company which has been profitable in the past starts facing new
threats in the environment – like the emergence of competitors – it has to rethink the course of
action it had been following.

 With such rethinking, new ways are devised to counter the threats. Alternatively, some new
opportunities may emerge in the environment which had not been there in the past, In order to
take advantage of these opportunities the company reassesses the approaches it had been
following and changes its courses of action. These courses of action are what we may call
strategies.

Strategy has emerged as a critical input to organizational success and has come in handy tool to
deal with the uncertainties that organizations face.

(i) It has helped to reduce ambiguity and provide a solid foundation as a theory to conduct
business –a convenient way to structure the many variables that operate in the organizational
context and to understand their inter relationship.

(ii) It has aided thinkers and practitioners to formulate their thoughts in ordered manner and to
apply them in practice.

(iii) There have been several such benefits yet there are some pitfalls too.

Since strategy is the most important concept in the business policy course, next we shall study
few definitions of strategy given by different authors and derive certain conclusions thereof.

Definition and Explanation of Strategy
Management is an art as well as science. Many of the concepts used in building management

theory have been derived from practice. Unlike the pure sciences which have their foundation in
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experimental research, management studies draw upon the practical experiences of managers in
defining concepts.

Business policy is rooted in the practice of management and has passed through different phases
before taking its shape in the present form of strategic management.

Alfred D Chandler (1962)

Chandler made a comprehensive analysis of inter relationships among environment, strategy and
organizational structure. He analysed the history of organizational change in 70 manufacturing firms
in the US. While doing so, Chandler defined strategy as “The determination of the basic long-term
goals and objectives of an enterprise and the adoption of the courses of action and the allocation of
resources necessary for carrying out these goals.

Note that Chandler refers to three aspects:

 Determination of basic long term goals and objectives

 Adoption of courses of action to archive these objectives.

 Allocation of resources necessary for adopting the course of action.

Kenneth Andrews (1965)

Andrews belongs to the group of professors at Harvard Business School who were responsible
for the developing the subject of business policy and its dissemination through the case study method.
Andrew defines strategyas:“The pattern of objectives, propose, goals, and major policies and plans for
achieving these goals stated in such a way so as to define what business the company is in or is to be
and the kind of company it is or is to be”.

Analysis of Definitions of Strategy
The analysis of various definitions of strategy presents the following points:

 Strategy is a central understanding of the strategic management process

 Strategy is the determination of basic long-term goals and objectives of an organization

 Determining the courses of action to attain the predetermined goals and objectives

 Allocating necessary resources for implementing the course of action

 Developing the company from its present position to the desired future position Set of
decision-making rules to form a common threads

 The common thread pulls the policies, plans, goals objectives of the different functional areas
of business such as finance, marketing, production/operations and human resource together
and interweaves them as a unified comprehensive and integrated plan, action and evaluation.

 Sets a clear direction

 Enterprise knows its strengths and weaknesses compared with those of its competitors

 Enterprise devotes its hard-won resources to projects that employ its set of core competencies
the primary skills within the organization.
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Dimensions of Strategy
(i) Effective formal strategy contains three essential elements viz., I) most important objectives

to be achieved ii) the most significant policies guiding or limiting action and iii) major action
sequences that are to accomplish the defined goals within the limits set

(ii) Effective strategies develop around a few key concepts and thrusts, which give them cohesion,
balance and focus

(iii) Strategy deals not just with the unpredictable but also with the unknowable

(iv) Complex business organizations have a number of hierarchically related and mutually
supporting strategies.

1.3 STRATEGIC MANAGEMENT

Definition, Meaning
One can spontaneously say that the strategic management is the process of management of

strategic decision making, implementation and control. It is not a complete meaning of strategic
management as it fails to cover many important aspects of strategic management.

Strategic management is different from that of management. Managers in most cases deal with
day to day issues and problems of operational control. These issues and problems include procuring
raw materials, scheduling production process, inventory control, producing goods, procuring finances,
investing, capital budgeting, working capital management, procuring human resources, settling their
problems, selling the products; creating demand, advertising, sales promotion, marketing research etc.
All these tasks are important, but the managers perform these tasks based on general guidelines
provided to them. Therefore, these tasks are vital for efficient implementation of strategy but it is not
entire strategic management. Then what is strategic management?

Strategic management is concerned with deciding on strategy and planning how that strategy is to
be put into effect. It can be thought of as having these elements within it, viz., strategic analysis,
strategic choice and strategic implementation. Strategic analysis seeks to understand the strategic
position of the firm. Strategic choice is to do with the formulation of possible course of action.
Strategic implementation is concerned with planning and how the choice of strategy can be
implemented.

Glueck (1984) defines strategic management as “a stream of decisions and actions which leads to
the development of an effective strategy or strategies to help achieve corporate objectives”. As
visualized by Glueck, the end result of strategic management is a strategy or a set of strategies for the
organization.

Hofer and others (1984) consider strategic management as “the process which deals with the
fundamental organizational renewal and growth with the development of strategies, structures and
systems necessary to achieve such renewal and growth and with organizational systems needed to
effectively manage the strategy formulation and implementation processes.”
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Ansoff states that strategic management is “a systematic approach to a major and increasingly
important responsibility of general management to position and relate the firm to its environment in a
way that will assure its continued success and make it secure from surprises. “ In this definition the
emphasis is on the environment- organization relationship for the purpose of achieving the objective of
continued success and remaining protected from environmental surprises through the adoption of a
systematic approach of general management.

Sharplin (1985) defined strategic management as“the formulation and implementation of plans
and carrying out of activities relating to the matters which are of vital pervasive or continuing
importance to the total organization”. This is encompassing view of strategic management and
considers all plans and activities which are important for an organization.

According to Samuel C.Certo and J. Paul Peter, “strategic management is a continuous, iterative,
cross-functional process aimed at keeping on organization as a whole appropriately matched to its
environment”. A series of steps that a manager must take are identified by this definition. These steps
include performing an environmental analysis, establishing organizational direction, formulating
organizational strategy, implementing organizational strategy and exercising strategic control.

We observe that different authors have defined strategic management differently. Yet there are
several common elements in the way it is defined and understood. The study of the above mentioned
definitions of strategic management presents the following analysis.

(i) Strategic management is considered as either decision-making or planning or a set of
activities related to the formulation and implementation of strategies to achieve organizational
objectives. In strategic management the emphasis is on those general management
responsibilities which are essential to relate the organization to the environment in such a way
that its objectives may be achieved.

(ii) Strategic management is a continuous process and it does mean that the organization never
finishes its strategic work.

(iii) Mangers will be focusing or reflecting on some aspects of strategic management, though
different aspects of strategic management require different emphasis and effort of varying
intensity at different times.

(iv) Though the process of strategic management starts with the step of performing an
environmental analysis, carries on to the step of strategic control and it again begins with the
environmental analysis. Thus, strategic management consists of a series of steps repeated
cyclically.

Various activities of strategic management draw the inputs from various functional areas of
management. Thus, strategic-management process integrates human resources with marketing,
production/ operations and finance. All these functional areas of management, in a comprehensive
effort, contribute simultaneously to create an effective plan or output. Thus the cross-functional team
members work together and the organization will enjoy the benefits of synergy.

Analysis of the definitions of strategic management
The study of the above mentioned definitions of strategic management presents the following

analysis:
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(i) Strategic management is a continuous process and it does mean that the organization never
finishes its strategic work. Mangers always will be focusing or reflecting on some aspect of
strategic management, though different aspects of strategic management require different
emphasis and effort of varying intensity at different times.

(ii) Though the process of strategic management starts with the step of performing an
environmental analysis, carries on to the step of strategic control and it again begins with the
environmental analysis. Thus, strategic management consists of a series of steps repeated
cyclically.

(iii) Various activities of strategic management draw the inputs from various functional areas of
management. Thus, strategic management process integrates human resources with marketing,
production/operations and finance. All these functional areas of management, in a
comprehensive effort, contribute simultaneously to create an effective plan or output. Thus
the cross-functional team members work together and the organizational will enjoy the
benefits of synergy.

(iv) Strategic management identifies its purpose as ensuring that an organization as a whole
appropriately matches its ever changing environment. Organizations must modify their
strategies in accordance with the changes in its environment.

Importance of Strategic Management
Some managers argue that strategic management is essential in this competitive era. Importance

of strategic management is listed below:

 Strategic management allows firms to anticipate changing conditions.

 Strategic management provides clear objectives and direction for employees.

 Research in strategic management is advancing so that the process can help managers

 Business which performs strategic management are more effective.

 Environment is not static. It is more dynamic and global environment also affects some of the
firms. Strategic management helps in understanding environment and formulates strategy to
suit to the environmental dynamism.

Benefits of Strategic Management
Several corporations and institutions have been using strategic management. Organizations reap

several benefits from effective strategic management as mentioned below:-

 Strategic management helps an organization to be proactive rather than reactive in shaping its
future.

 It helps organizations not only to respond to its relevant environment but also to initiate and
influence its environment and thereby exert control over its destiny.

 It helps organizations to make effective strategies through the use of a more systematic,
logical, and rational approach to strategic choice.
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 It encourages the organizations to decentralize the management process involving lower level
managers and employees.

 A number of research studies have also indicated that systematic long-run planning resulted in
high performance of the businesses.

 It allows for identification, prioritization and exploitation of opportunities.

 It minimizes the effects of adverse conditions and changes.

 It gives a degree of discipline and formality to the management of business.

1.4 STRATEGIC MANAGEMENT PROCESS, LEVELS AND SBU

Process
The term strategic management process refers to the steps by which management converts a

firm’s mission, objectives and goals into a workable strategy. In a dynamic environment each firm
needs to tailor its strategic management process which best suit its own capabilities and situational
requirements. Viewed broadly, the strategic management process has two parts: an information
process and a decision process. The information process involves collecting and analyzing information
about the external and internal environments. External factors are taken into account to find major
opportunities and threats that now or will confront the organization. To survive and grow, every
organization, invariably, must find how the situational factors have affected its past and current
performance. This must be followed by an internal analysis to determine the organization’s strategic
direction. Strategists carry out internal analysis to have a ‘feel’ of where their organization has been
and where it now is, particularly with regard to internal strengths and weaknesses. Information about
the organization’s strengths and weaknesses, when combined with information about external
opportunities and threats, offers a stronger foundation for informed decisions about strategic direction.
The decision process covers four important steps: development of alternatives, choice, implementation
and assessment. Based on the external and internal analysis, strategists first identify possible strategic
alternatives and pick up those that help the organization reach its mission and objectives.

As we have discussed earlier, strategic management is a process or series of steps. The basic
steps of the strategic management process are presented in Figure 1.1 Strategic management is
presented as a series of discrete steps for the purpose of simplicity in the learning process. But
managers find that strategic management effort requires that they perform several steps simultaneously
and /or perform them in different orders as presented in the Figure below. Basic steps in strategic
management process are:

1. Identifying or defining business mission, purpose and objectives

2. Environmental analysis to identify present and future opportunities and threats;

3. Organizational analysis to assess the strengths and weaknesses of the firm,

4. Developing alternative strategies and choosing the best strategy

5. Strategy implementation and

6. Strategic evaluation and control.
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Step 1

Identifying
or defining
business
mission,
purpose
and
objectives

Step 2

Environmental
analysis

Step 3

Revise
Organizational
direction

Step 4

Alternative
strategies
choice

Step 5

Strategy
implementation

Step 6

Strategic
evaluation
and control

Figure 1.1 Major steps in strategic management process

Now let us examine the activities involved in each of the steps in strategic management system.

Step 1: Identifying/defining business mission, purpose and objectives: Identifying or defining
an organization’s existing mission, purpose and objectives is the logical starting point as they lay
foundation for strategic management. Every organization has a purpose and objectives, even if these
elements are not consciously designed, written and communicated. These elements relate to the
organization with the society and states that it has to achieve for itself and to for the society.

Step 2: Environmental analysis: Environmental factors – both internal environment and
external environment – are analyzed to:

(i) Identify changes in the environment

(ii) Identify present and future threats and opportunities, and

(iii) Assess critically its own strengths and weaknesses.

Organizational environment encompasses all factors both inside and outside the organization
positively and negatively. Environmental factors may help in building a sustainable competitive
advantage.

Step 3: Revise organizational direction: A thorough analysis of organization’s environment
pinpoints its strengths, weaknesses, opportunities and threats (SWOT). This can often help
management to reaffirm or revise its organizational direction.

Step 4: Strategic alternatives and choice: Many alternative strategies are formulated based on
possible options and in the light of organizational analysis and environmental appraisal. Alternative
strategies will be ranked based on the SWOT analysis. The best strategy out of the alternatives will be
chosen.

The step from identification of business mission, purpose and objectives of alternative strategies
and choice can be grouped into the broad step of strategy formulation.

Step 5: Strategy implementation: The fifth step of strategic management process is the
implementation of strategy. The logically developed strategy is to be put into action. The organization
cannot reap the benefits of strategic management, unless the strategy is effectively implemented.

Step 6: Strategic evaluation and control: The final step of strategic management process is
strategic evaluation and control. It focuses on monitoring and evaluating the strategic management
process in order to improve it and ensure that it functions properly. The managers must understand the
process of strategic control and the role of strategic audit to perform the task of control successfully.
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Levels of Strategy
In a multi-business enterprise, having several SBUs there would be three levels of strategy, viz.,

corporate strategy, SBU strategy and functional strategy. In enterprises which do not have SBUs, there
will be only two levels of strategy, viz., corporate strategy and functional strategies.

The definitions of strategy, varied in nature, depth and coverage, offer us a glimpse of the
complexity involved in understanding this daunting, yet interesting and challenging, concept. In this
section we shall learn about the different levels at which strategy can be formulated.

It is not uncommon to find many companies, or a group of companies, working in different
business lines with regard to either products/services, markets or technology.

In many companies, a single strategy is not only inadequate but also inappropriate. The need is
for multiple strategies at different levels. In order to segregate different units or segments, each
performing a common set of activities, many companies are organized on the basis of operating
divisions or simply, divisions. These divisions may also be known as profit centers or strategic
business units (SBUs). As defined by Sharplin, “any part of a business origination which is treated
separately for strategic management purpose”.

Many organizations develop strategies at three different levels: corporate, business and functional.

(i) Corporate-level strategic planning: Corporate level strategy pertains to the organization as
a combination of business units and product lines that make up the corporate entity. It
addresses the overall strategy for organization to follow.

It is the process of defining the overall character and purpose of the organization, the business
it will enter and leave and how resources will be distributed among those businesses. Strategy
at this level is typically developed by top management (The Board of Directors, CEO etc.).
The decisions are broad-based, carry greater risk and affect most parts of the organization(e.g.,
the type of business that the organization should enter, changes required in growth strategy,
acquisition and diversification decisions etc.).

The process generally involves selecting a grand strategy and using portfolio strategy
approaches to determine the types of businesses in which the organization should be engaged.

Grand strategy is the general plan of major action by which a firm intends to achieve its long-
term goals. It provides basic direction for the strategic actions of a firm. Grand strategies fall
into four general categories: growth/expansion, stability, retrenchment and combination.

(a) Growth/expansion strategy: Organizations generally seek growth in sales, market share
or some other measures as a primary objective. When growth becomes a passion and
organizations try to seek sizable growth, it takes the shape of an expansion strategy. The
firm tries to redefine the business, enter new businesses that are related or unrelated or
look at its product portfolio more intensely. The firm can have as many alternatives as its
wants by changing the mix of products, markets and functions. Thus, the growth
opportunities may come internally or externally. Internal growth possibilities may be
exploited through intensification or diversification. External growth options include
mergers, take-overs and joint ventures.
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(b) Stability strategy: A stability strategy involves maintaining the status quo or growing in a
methodical, but slow, manner. The firm follows a safety –oriented, status-quo-type
strategy without effecting any major changes in its present operations. The resources are
put on existing operations to achieve moderate, incremental growth. As such, the primary
focus is on current products, markets and functions, maintaining the same level of efforts
as at present.

(c) Retrenchment strategy: It is a corporate level, defensive strategy followed by a firm
when its performance is disappointing or its survival is stake. When a firm is confronted
with a precipitous drop in demand for its products and services, it is forced to effect
across-the-board cuts in personnel and expenditures. Retrenchment strategy, as such, is
adopted out of necessity, not by deliberate choice.

(d) Combination strategies: Large, diversified organizations generally use a mixture of
stability, expansion or retrenchment strategies, either simultaneously or sequentially. For
example, growth could be achieved by an organization through acquisition of new
businesses or divesting itself of unprofitable ventures. Depending on situational demands,
therefore, an organization can employ various strategies to survive, grow and remain
profitable.

(ii) Business-level strategic planning: It is the planning process concerned primarily with how
to manage the interests and operations of a particular unit within the organization, commonly
known as a strategic business unit (SBU). A strategic business unit is a distinct business with
its own set of competitors that can be managed reasonably independently of other businesses
within the organization. Generally, the heads of the respective business units develop business
strategies, with the approval of top management. Strategies at this level are aimed at deciding
the competitive advantage to build, determining responses to changing market situations,
allocating resources within the business unit and coordinating functional-level strategies
developed by functional managers.

(iii) Functional-level strategic planning: It is the process of determining policies and procedures
for (relatively narrow levels of activity) different functions of an enterprise like marketing,
finance, personnel etc. These are developed by functional managers and are typically
reviewed by business unit heads.

(a) Research and development strategy: Businesses cannot grow and survive without new
products. It is the role of R&D specialists to generate new product ideas, nurture them
carefully and develop them fully into commercially viable propositions. Where
innovation proves to be a costly exercise, imitation could also be tried as a fruitful option.

(b) Operations strategy: This strategy outlines steps to keep cost under check and improve
operational efficiency. The focus is on arriving at decisions regarding plant layout, plant
capacity production processes, inventory management etc.

(c) Financial strategy: It deals with financial planning, evaluating investment proposal,
securing funds for various investments and controlling financial resources. Thus raising
funds, acquiring assets, allocating funds to operations, using funds efficiently etc. are all
part of this strategy.
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(d) Marketing strategy: It deals with strategies relating to products, pricing distribution and
promotion of a company’s offerings. Important issues here cover what type of products,
at what prices, through which distribution channel and by the use of which promotional
tool and sales force etc.

(e) Human resource strategy: HR strategy deals with hiring, training, assessing, developing,
rewarding, motivating and retaining the number and types of employees required to run
the business effectively. Internal and external factors need to be carefully evaluated while
formulating HR strategies.

Coordinating strategies across the three levels is crucial in maximizing strategic impact. The
strength of the business-level strategy is enhanced when functional level strategy supports its basic
thrust. Similarly, the corporate-level is likely to have greater impact when business-level strategies
support one another in bolstering the corporate-level strategy.

Concept and Importance of Strategic Business Units (SBUs)
Generally, SBUs are involved in a single line of business. A complementary concept to the SBU,

valid for the external environment of a company, is a strategic business area (SBA).It is defined as “a
distinctive segment of the environment in which the firm does (or may want to do) business.

A number of SBUs, relevant for different SBAs, form a cluster of units under a corporate
umbrella. Each one of the SBUs has its own functional department, or a few major functional
departments, while common functions are grouped under the corporate level. These different levels are
illustrated in Figure 1.2 Two types of levels are depicted in the figure. One relates to the
organizational level and the other to the strategic level. The organizational levels are those of the
corporate, SBU and functional level strategies.

Corporate level strategy is an combination of plan of action covering the various functions
performed by different SBUs. The plan deals with the objectives of the company, allocation of
resources and coordination of the SBUs for optimal performance.

SBU level (or business) strategy is a comprehensive plan providing objectives for SBUs,
allocation of resources among different operations within that functional area, and coordination
between them for optimal contribution to the achievement of SBU and corporate-level objectives.
Figure 1.2 illustrates a company using corporate and SBU- level plans.
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Figure 1.2 Different levels of strategy
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Apart from the three levels at which strategic plans are made, occasionally companies plan at
some other levels also. Firms often set strategies at a level higher than the corporate level. These are
called the societal strategies. Based on a mission statement, a societal strategy is ageneralized view of
how the corporation relates itself to society in terms of a particular need or a set of needs that it strives
to fulfill. Corporate level strategies could then be based on the societal strategy. Suppose a corporation
decides to provide alternative sources of energy for society at an optimum price an based on the latest
available technology. On the basis of its societal strategy, the corporation has a number of alternatives
with regard to the businesses it can take up. It can either be a manufacturer of nuclear power reactors,
a maker of equipment’s used for tapping solar energy, or a builder of windmills, among other
alternatives. The choice is wide and being in one of these diverse fields would still keep the
corporation within the limits set by its societal strategy. Corporate- and business -level strategies
derive their rationale from the societal strategy.

Some strategies are required to be set at lower levels. One step down the functional level, a
company could set its operations- level strategies. Each functional area could have a number of
operational strategies. These would deal with a highly specific and narrowly-defined area. For instance,
a functional strategy at the marketing level could be subdivided into sales, distribution, pricing,
product and advertising strategies. Activities in each of the operational areas of marketing, whether
sales or advertising, could be performed in such a way that they contribute to the functional objectives
of marketing department. The functional strategy of marketing is interlinked with those of the finance,
production and personal departments. All these functional strategies operate under the SBU-level.
Different SBU – level strategies are put into action under the corporate–level strategy which, in turn, is
derived from the societal-level strategy of a corporation. Ideally, a perfect match is envisaged among
all strategies at different levels so that a corporation, its constituent companies, their different SBUs,
the functions in each SBU, and various operational areas in every functional area are synchronized.
Perceived in this manner, an organization moves ahead towards its objectives and mission like a well-
oiled piece of machinery.

1.5 STRATEGIC INTENT — MISSION, VISION, GOALS AND
OBJECTIVES

Strategic Intent
By strategic intent we refer to the purposes the organization strives for. These may be expressed

in terms of a hierarchy of strategic intents. Broadly, these could be in the form of a vision and mission
statement for the organization as corporate as a whole. At the business level of a firm these could be
expressed as the business definition. When stated in precise terms, as an expression of the aims to be
achieved operationally, these may be the goals and objectives. Here we take the position that strategic
intent lays down the framework within which firms would operate, adopt a predetermined direction,
and attempt to achieve their goals. But the term “strategic intent” has a definite meaning in strategic
management. Let us first see the meaning and some associated concepts before we learn about the
hierarchy of strategic intent.
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Hamel and Prahlad coined the term “strategic intent” which they believe is an obsession with an
organization – an obsession with having ambitions that may even be out of proportion to their
resources and capabilities. This obsession is to win at all levels of the organization while sustaining
that obsession in the quest for global leadership. They explain the term “strategic intent” as:

“On the one hand, strategic intent envisions a desired leadership position and establishes the
criterion the organization will use to chart its progress. …. At the same time, strategic intent is more
than simply unfettered ambition … the concept also encompasses an active management process that
includes: focusing the organization’s attention on the essence of winning, motivating people by
communicating the value of the target, leaving room for individual and team contributions, sustaining
enthusiasm by providing new operational definitions as circumstances change and using intent
consistently to guide resource allocations”

“Strategic intent” is the leveraging of a firm’s internal resources, capabilities and core
competence to accomplish the firm’s vision, mission, and objectives in a competitive environment.
When established effectively, a strategic intent can cause people to turn out an excellent performance.
The intent can take the form of a broad vision or mission statement or a more focused route covering
specific objectives and goals. Thus, strategic intent tries to establish the parameters that shape the
values, motives, and actions of people throughout their organization.

The Hierarchy of Strategic Intent
We will discuss these parameters as a hierarchy of strategic intent. As illustrated in Figure 1.3 the

hierarchy of strategic intent includes the elements like vision, mission, strategic objectives and plans
that are developed to accomplish the intentions of management.

Most integrative

Most specific

Fewest in number

Greatest in number

Vision

Mission

Objectives

Goals

Plans

Figure 1.3 The strategic ends pursued by an organization – Hierarchy of strategic intent

The elements of the above hierarchy specify the pious intentions, lofty ideals and clear cut ideas
that serve to unify the energy and forces scattered throughout an organization. They are beginning
points for any formal planning process, but they also provide the sense of direction necessary to assure
that incremental behavior culminates in overall progress. Strategic intent is said to have been
expressed effectively when people believe fervently in their product and when they are focused totally
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on their firm’s ability to outperform its competitors. In this module we shall discuss each of the
element of strategic intent.

Vision
Think of the words ‘visionary’ and ‘missionary’. A visionary is someone who imagines possible

futures. A missionary is someone who does work under the guidance of a larger objective. Similarly,
the vision statement describes how the world will be different because of the existence of the group,
while the mission statement provides the ‘vehicle’ for the vision; it describes the means that will be
used to achieve the desired future. Because of their nature, the vision statement generally lasts for the
life of the organization, while a mission statement should be revisited every two to three years to make
sure that the means being used to attain the vision are still relevant.

Vision, Mission, Goals, and Objectives are the starting points of strategy formulation. In the
beginning, a new business is simply a collection of ideas. When the set of beliefs about a business at
its inception is put into writing, the resulting document mirrors the same basic ideas that underlie the
vision and mission statements. As the business grows, owners or managers find it necessary to revise
the original set of beliefs, but those original ideas usually are reflected in the revised statements of
vision and mission.

Vision and mission statements often can be found in the front of annual reports. These statements
often are displayed throughout a firm’s premises and are distributed with the company’s information
and sent to the constituents. These statements are part of numerous internal reports, such as service
agreements. Vision and mission statements are powerful shapers of effective corporate culture, for
many organizations. These statements present the values, philosophies and aspirations that guide the
organizational action. In fact, these statements motivate and inspire the current and future employees
of the organization.

Definition of Vision
Vision has been defined in several different ways. Kotlar (1990) defines it as a “description of

something in the future”. Miller and Dess (1996) view it simply as the “category of intentions that are
broad, all- inclusive, and forward thinking”. The common strand of thought evident in these
definitions and several others available in strategic management literature relates to “vision” being
future aspirations that lead to an inspiration to be the best in one’s field of activity.

It is important for the managers and executives in any organization to agree upon the basic vision
that the firm strives to achieve in the long term. A vision statement should answer the basic question,
“What do we want to become?” A clear vision provides the foundation for developing a
comprehensive mission statement. Many organizations have both vision and mission statement, but
the vision statement should be established first and foremost.

The corporate vision has the potential power to focus the collective energy of insiders and to give
outsiders a better idea of what the organization really is.

Vision is a vividly descriptive image of what a company wants to be or wants to be known for in
the future.

Some of the specific questions that help form strategic vision are:
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What business are we in now?

What business do we want to be in?

What will our customers want in future?

What are the expectations of our stakeholders?

Who will be our future competitor? Supplier and partners?

What should be our competitive scope ?

How will technology impact our industry?

What environmental scenarios are possible?

When employees and managers together formulate the vision and mission statements for a firm,
the resultant documents can reflect the personal visions that managers, and employees have in their
hearts and minds about their own future. Shared vision creates a commonality of interest that can lift a
worker out of the monotony of daily work and put them into a new world of opportunity and
challenges.

Aspirations, expressed as strategic intent should lead to an end, otherwise they would just be
castles in the air. That end, is the vision of an organization or an individual. It is what the firm or a
person would ultimately like to become. For instance, some of you may aspire to become General
Managers of a SBU of a large multinational diversified corporation. It is a vision of an individual.

A vision is more dreamt of than it is articulated. This is the reason why it is difficult to say what
vision an organization has. Sometimes, it is not even evident to an entrepreneur who usually thinks of
the vision. By its nature, it could be as hazy and vague as a dream that one experienced the previous
night and is not able to recall perfectly in broad day light. Yet it is a powerful motivator to action. and
it is a from of actions that a vision could often be derived.

Mission
Definition: The mission is an enduring statement of purpose that distinguishes one business from

other similar firms. It identifies the scope of its operations in product and market terms. It implies the
image the firm seeks to project and reflects the values and priorities of the firm’s strategic decision-
makers.

The corporate mission statement is the first key indicator of how an organization views the
claims of its stakeholders. Its purpose is to set the organizational context within which strategic
decisions will be made. All strategic decisions flow from the mission statement. Typically, the mission
statement defines the organization’s business, states its vision and goals and articulates its main
philosophical values. An organization’s mission reflects the management’s vision of what the firm
seeks to do and become; provides clear view of what the firm is trying to accomplish for its customers.

The first component of the mission statement is a clear definition of the organization’s business.
The second component of a company’s mission statement is a formal declaration of what the company
is trying to achieve. Beyond articulating their vision, many companies also state other major goals in
their mission statement. The third component of a mission statement summing up of the corporate
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philosophy, the basic beliefs, values, aspirations, and philosophical priorities that the strategic
decision-makers guide.

The company’s mission is broadly framed enduring a statement of a firm’s intent. It embodies
the business philosophy of the firm’s strategic decision-makers, implies the image the firm seeks to
project, reflects the firm’s self-concept, and indicates the firm’s principal product or service areas, and
the primary customer needs the firm will attempt to satisfy.

A good mission statement allows for the generation and consideration of a range of feasible
alternative objectives and strategies without unduly stifling management creativity. The mission
statement needs to be broad for effectively reconciling differences among and appeal to, an
organization’s diverse stakeholders. An effective mission statement should arouse positive feelings
and emotions about an organization, it should inspire and motivate the readers to action. A mission
statement should be enduring. An effective mission statement generates the impression that a firm is
successful, has direction, and is worthy of time, support, and investment – from all socio-economic
groups of people.

A good mission statement describes an organization’s purpose, customers, products or services,
markets, philosophy and sense of technology. A mission statement should —

(i) define what the organization is and what the organization aspires to be

(ii) be limited enough to exclude some ventures and broad enough to allow for creative growth

(iii) distinguish a given organization from all others

(iv) serve as a framework for evaluating both current and perspective activities, and

Effective mission statement stands the test of time. An organization that fails to develop a vision
statement as well as a comprehensive and inspiring mission statement loses the opportunity to present
itself favorably to existing and potential stakeholders.

A mission statement should have:

 Clarity: The mission statement should be clear enough to lead to action. The corporate dream
should be presented in crystal-clear manner in a positive tone. For example: SBI’s mission is
‘with you, all the way’.

 Broad and enduring: The mission is a grand design of the firm’s future. It is a general
statement of the firm’s intent, a kind of self-image the firm intends to project for years to
come. However, it should not be so narrow as to restrict the firm’s operations nor should it be
too general to make itself meaningless.

�  Identity and image: The mission sets a firm apart from other firms of its style. Through this
statement the firm wants to maintain its distinct image and character in term of excellent
quality and service, latest technology, and unique product offerings, etc.

�  Realistic: A mission should be realistic and achievable, by running that extra mile.

 Specific: A mission should be specific. A mission statement must define the competitive
scope within which the company will operate, the range of industries in which the company
will be operative; and the range of products and applications the company will supply.
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 Values, beliefs and philosophy: The mission lays emphasis on the values the firm stands for,
so that it stands out in a crowd.

 Dynamic: The concept of mission is dynamic and not a static one. It must strike a happy
balance between the narrow and broad ways of doing things in the years ahead.

A good mission statement reveals an organization’s customers, products or services, markets,
technology, philosophy, self-concept, concern for public image, and concern for employees. These
nine basic components serve as a practical framework for evaluating and writing mission statements:

 Customers: Who are the firm’s customers?

 Products or services: What are the firm’s major products or services?

 Markets: Geographically, where does the firm compete?

 Technology: Is the firm technology is updated?

 Concern for survival, growth, and profitability: Is the firm committed to growth and
financial soundness?

 Philosophy: What are the basic beliefs, values, aspirations, and ethical priorities of the firm?

 Self-concept: What is the firm’s distinctive competence or major competitive advantage?

 Concern for public image: Is the firm responsive to social, community and environmental
concerns?

 Concern for employees: Are employees a valuable asset for the firm?

Vision versus Mission
Many organizations develop both a mission statement and a vision statement. Whereas the

mission statement answers the question, “what is our business?” the vision statement answers the
question, “what do we want to become?”

Vision is ‘a possible and desirable future state of an organization’ that includes specific goals
whereas mission is more associated with behavior and the present.

Mission is what you do best every day and vision is what the future looks like because you do
that mission so exceedingly well.

A mission statement concerns what an organization is all about whereas a vision statement is
what the organization wants to become.

A mission is what an organization does and its action where as a vision is what an organization
would like to happen as a result of the action that it does.

Mission equals the action; vision is the ultimate result of the action.

Mission answers the question “What would not happen if we were not here as an organization?”
Or more positively, “What change is achieved because we exist?

Vision answers the question: “What are the results, the end and the consequences of our action?”

Vision looks forward; mission looks at today.
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Impact of Vision and Mission Statements an the Firm
The vision and mission statement help a firm in several ways.

(i) Reference point: The mission guides the operation of a firm by providing proper direction
and a sense of purpose. Objectives and strategies are generally designed, keeping the broad
picture offered by the mission in the background.

(ii) Educative value: The mission educates people about corporate vision and purpose why the
company is there, what existence it seeks, where it wants to go in future, etc. When everyone
is able to understand corporate mission properly for archived unity of purpose.

(iii) Motivating force: The mission offers a broad roadmap to all people. They draw meaning and
direction from it. The targets are set, work is assigned, resources are committed to the best use
and people can now compare themselves against the benchmarks set by the mission. They can
change direction whenever they go off the track and set everything an right paths. Mission
helps people understand organizational priorities and commit resources accordingly.

(iv) Productive use of resources: The mission helps to ensure that the organization will not
pursue conflicting purpose. It does not allow the constituent elements of an organization to
move in different directions. As a result the resources are put to the best use.

(v) Provides direction: The mission statement helps managers avoid moving in too many
directions.

(vi) Chart the future: To successfully chart the firm’s future, managers must know where the
firm is now and must have a view of where it ought to be headed and allow time to shift to a
new direction.

(vii) King and Cleland’s views: According to the authors the mission statement benefits in the
following ways:

 To ensure unanimity of purpose within the organization,

 To provide a basis or standard, for allocating organizational resources,

 To establish a general tone or organizational climate,

 To serve as a focal point for individuals to identify with the organization’s purpose and
direction,

 To facilitate the translation of objectives into a work structure involving the assignment
of tasks to responsible elements within the organization, and

 To specify organizational purposes and then to translate these purposes into objectives in
such a way that cost, time, and performance parameters can be assessed and controlled.

Another benefit of developing a comprehensive mission statement is that divergent views among
managers can be revealed and resolved through the process. Negotiation, compromise, and eventual
agreement on important issues are needed before people can focus on more specific strategy
formulation activities.
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An organization achieves a heightened sense of purpose when strategists, managers and
employees develop and communicate a clear business vision and mission. Peter Drucker, renowned
management guru says that developing a clear business vision and mission is the ‘first responsibility
of strategists’.

Goals and Objectives
(i) The term ‘goals’ and ‘objectives’ are often used synonymously used in management literature.

Goals may be defined as ultimate, long-run open ended attributes on the results organizations
seek The goal is an end result or position to be achieved.

(ii) Combining the goals of an organization represents the mission. Objectives are intermediate-
term targets that are necessary but not sufficient for the satisfaction of goals.

(iii) Objectives identify the specific results that organization seek. Objectives should be
measurable, attainable, definable, and acceptable.

(iv) People are more ready to act on a plan of action and strive to achieve a target when they have
participated in the objective setting process.

(v) An objective indicates the result that the organization expects to achieve in the long run. It is
an end result, the end point, something that the firm aims for and tries to reach. It is a desired
result towards which, behavior is directed in an organization.

(vi) The organization may or may not reach the desired state, but the chances of doing so are
greater if the objectives are framed and understood properly. Objectives are the products of
specific concrete thinking.

(vii) They commit persons and organizations to verifiable accomplishments. The objectives
determine the scope of future events. They provide the spotlight on the routes over which
activities are organized.

(viii) The goals specify how a company intends to go about attaining its strategic intent. The goals
shape the choice of strategies. Three economic goals, viz., survival, growth and profitability,
guide the strategic direction of almost every business organization.

Setting Objectives

(i) The managerial purpose of setting objectives is to convert the strategic vision into specific
performance targets and use these objectives as yardsticks for tracking the company’s
progress and performance.

(ii) Well-stated objectives are quantifiable or measurable and contain a deadline for achievement.
Ideally, managers ought to use the objective-setting exercise as a tool for truly stretching an
organization to reach its full potential.

(iii) Challenging company personnel to go all out and deliver big gains in performance.

(iv) Objective setting, should be top down meaning thereby, that the objectives should originate at
the strategist’s level who knows the organization better and closer.
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Use of Objective Setting
Objective setting helps the company to —

 Convert mission into performance targets,

 Create yardsticks to track performance,

 Establish performance goals requiring stretch,

 Push the firm to be inventive, intentional, and focused.

Further, objective setting helps the firm in many more ways:

(i) Legitimacy: Objectives describe the purpose of the origination so that people know what it
stands for and will accept its existence and continuance.

(ii) Direction: Objectives provide guidelines for organizational efforts. They keep the attention
focused on common purposes. Once the objectives are formulated, they become the polar star
by which the voyage is navigated.

(iii) Coordination: Objectives keep the activities on the right track. They make behavior in
organizations more rational, more coordinated and thus, more effective, because everyone
wants accepted goals to work. In setting effective goals, managers help members at all levels
of the organization to understand how they can ‘best achieve their own goals by directing
their behavior towards the goals of the organization.’

(iv) Benchmark for success: Objectives serve as performance standards against which actual
performance may be checked. They provide a benchmark for assessment. They help in the
control of human effort in an organization.

(v) Motivation: Goals are motivators. The setting of a goal that is both specific and challenging
leads to an increase in performance because it makes it clear to the individual what he is
supposed to do. He can compare how well he is doing now versus how well he has done in the
past and in some instance how well he is performing in comparison to others.

(vi) Prevents complacency: Non-fixing of objectives and goals lead to complacency within the
organization. With of objectives helps members to orient towards the objectives and
constantly work towards them.

(vii) Internal clarity: Objectives bring about clarity within the organization setting expected
benchmark of performance.

Beyond articulating their mission and vision, many companies also state other major goals in
their mission statement. Objectives and goals provide the foundation for all managerial activity; they
are the ends or aims towards which all activities are directed. According to Brown and Moberg:

 Goals aid in legitimizing an organization and creating a place for it in the environment.

 Goals help managers identify inter-organizational relationships.

 Goals have public relations value; they might help in attracting support from various groups
in the environment and also in attracting the right people to join the organization.

 Organizational goals can also help in image building with suppliers, customers, public policy
managers and the government.
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 Goals can help in coordinating the multiplicity of tasks in organization, conflicts can be more
easily resolved if the relevant stated goals are available.

 Goals provide the fundamental standard for measuring performance.

 Goals act as motivators. They provide a challenge to many organizational members. They
generate commitment.

Goals or objectives are the end results of the organization’s operations. Unless there is an
objective, organizational operations cannot be ensured. Identification of organizational goals is the
first step of the overall planning process.

Goals must be challenging, attainable, specific and measurable, time limited, and supportive.
Setting the goals or objectives provides the following benefits to an organization:

(i) Increase the employees’ morale to work harder, i.e., an increase in their level of operating
performance.

(ii) Objectives provide a basis for all the managerial functions (planning, organizing, directing,
staffing, and controlling).

(iii) Goals provide a standard of performance and are, therefore, very closely associated with the
controlling function.

(iv) Goals facilitate rational and scientific behavior to be observed by organizational members.
This results in all the actions being targeted towards a unified direction.

(v) Goals help in providing direction to the organizational activities.

SUMMARY
This Unit addresses the central theme of the book: strategy and strategic management. Here the
learner gets to see how differently the concept of strategy has been analyzed and understood and how
the discipline of strategic management has evolved. Later part of the Unit comprehensively deals with
the elements of strategic intent: the vision, mission, business definition, and goals and objectives. In
nutshell, this Units gives an introduction to strategic management.

CHECK YOUR UNDERSTANDING
1. What is the importance of business policy?

2. Explain the meaning of strategic management. What is the importance of strategic
management?

3. Diagrammatically explain the process of strategic management.

4. What is a Strategic Business Unit and explain its importance?

5. What are the elements of strategic intent? Explain each of the component.

6. Explain the importance of goals and objectives for an organization.

7. What is the utility of mission and vision for an organization?
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8. Write a short note on:

(a) Mission
(b) Vision
(c) Goal
(d) Hierarchy of strategic intent.
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