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Foreword 

 
Management of People in organisation and channelising it into correct direction has 

become important. Due to scientific advancement it has become more challenging. Social 
obligations have increased and everybody wants to catch up with next strata of lifestyle. 
The traditional ways of managing organisation in fact have diminished. Redesigning of 
work and organisational structure, have become the order of the day. Many individuals 
are overwhelmed by the idea of developing strategies, but it can be a fun and reviving 
process. 

It is greatly satisfying to note that Dr. Sanjay Bhattacharya is bringing out a text-
book that contains discussions on Strategic Management in context to Organisational 
Behaviour and Development. This is certainly a welcome initiative. The various chapters 
of this book are presented in the hope that the tentative explorations contained in its pages 
will help readers to examine new issues, to examine old issues in new ways, and 
challenge many of these issues raised for the accepted ways of doing things in the best 
interest of Organisation and its people. I am confident that this book will join the corpus 
of literature on ‘Human Resource Management and Practice’ in adding to the knowledge 
of those involved in managing people and developing organisational culture by  
examining the organisation’s critical issues and choosing the best approaches for the 
organisation. 
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Preface 

 
The fast paced changes that are taking place in the corporate world makes it is 

important to realise the dynamism of people and talent to manage people and develop 
culture leading to collective innovativeness. To add value, the process of people 
management must deliver business results. It needs to develop the right mix of people in 
terms of uniqueness and competencies according to business strategy and desired 
business outcome. A systemic approach needs to be adopted to drive human capital 
investment through learning and to ensure learning transfer. A corporate wide monitoring 
mechanism needs to be set up in order to document results and to ascertain performance 
support. 

Whether an organisation is large, medium, or small business set up, the success of a 
business depends upon the efficiency and effectiveness of the employees working in its 
organisation. Hence, a coherent as well as strategic approach is inevitable for the 
successful coordination and performance of employees working in an organisation.  Here 
comes the importance of Human Resource Management (HRM) in an organisation. It is a 
discipline of management that deals with the activities that are related to people in the 
organisation, and above all providing proper guidance to them. It includes creation of 
work plans, supervision, resolution of conflicts, dealing with issues regarding 
termination, and day-to-day administration of human resources. An effective HR 
management is staple for the maintenance of a healthy relationship between staff and 
board members, effective communication, and minimised costs. Above all, the prime 
purpose of organisation management is to create a favourable working condition for 
employees, through effective supervision, adequate appreciation and freedom, effective 
tools to aid work, good pay and benefits, and encouragement to face challenges.  

The book on ‘Strategic Management in Organisational Behaviour and Development’ 
contains 12 chapters. Chapter 1 – Strategic Management   deals with various approaches 
and strategic planning in organisation. Chapter 2 – Management By Objectives deals with 
effectiveness of MBO in an organisational system. Chapter 3 – Human Behaviour in 
Organisation deals with the application of Organisational Behaviour in performance. 
Chapter 4 – Organisational Development deals with its intervention strategies. Chapter 5 
– Change Management deals with change management strategies. Chapter 6 – 
Organisational Culture and Climate deals with the understanding of organisational culture 
and climate and its relationship with work. Chapter 7 – Conflict Management deals with 
conflict handling models. Chapter 8 – Team Building deals with team building 
interventions in an organisation. Chapter 9 – Organisational Effectiveness deals with 
models of organisational effectiveness. Chapter 10 – Organisational Stress Management 
deals with strategies and model of managing organisational stress. Chapter 11 – Learning 



 

 

Organisation deals with creating a learning organisation and various models. Chapter 12 
– SWOT Analysis deals with its utility in strategy formulation. 

I have tried to write this book in simple language so that it is interesting to read and 
understand. Concepts have been explained with the help of flow charts. Review 
discussions at the end of the chapters and incorporation of case studies at the end have 
been aimed at absorption by the readers. This book has been thoroughly prepared in terms 
of contents and presentation of subject matter. This book is intended for a wider 
readership. An attempt has been made to incorporate the contents from latest curriculum 
of various universities across the country. It is not only useful to scholars of HRM but 
also for the professionals who are involved in developing and implementing 
organisational strategies. 

I do wish that this book would enrich the readers and meet the requirement of 
students, academicians, professionals, and people who are interested to know the wide-
spread understanding of managing people and culture in organisation.  

 
 

‘Blessed Villa’                                                                                             Dr. Sanjay Bhattacharya 
3- Buddha, Chinar Fortune City,                 E-mail: mail2drsanjay@yahoo.co.in 
Hoshangabad Road,  
Bhopal-462026(INDIA)  
15th April 2012                                                           
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CHAPTER 1 

STRATEGIC MANAGEMENT 
 

 
 

After studying this chapter, you should be able to: 

     Comprehend strategic management. 

     Be familiar with strategic approach and benefits of strategic management. 

     Be acquainted with levels of strategic management. 

     Identify process of strategic management. 

     Differentiate between strategic planning and long range planning. 

     Develop HRM strategy. 

     Be acquainted with McKinsey’s 7S framework. 

     Be familiar with MacMillan matrix. 

     Discern strategic thinking and strategic planning. 
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Introduction 

Strategic management is a particular course of action that is meant to achieve a corporate goal. It 
is really significant in defining and setting up the organisation's mission, goals, and procedures. 
Generally, the owners and the founders of the company take the first step in creating a strategic 
management process. This process is responsible for carrying out several functions such as providing 
direction and guidance to the employees, setting up measurable goals and a time-span to achieve them, 
and designating duties to all corporate personnel. Marketing and sales projections are the most 
important elements in a conventional strategic plan which also includes the steps to assess the 
accomplishments of every department. Strategic management can be used to determine mission, 
vision, values, goals, objectives, roles and responsibilities, timelines, etc. 

Strategic management can be defined as ‘the art and science of formulating, implementing and 
evaluating cross-functional decisions that enable an organisation to achieve its objective’. 

Before we further discuss strategic management, we should know key terms: 

 1. Vision 
 2. Mission 
 3. Environment Scanning (SWOT Analysis) 
 4. Objective 
 5. Policies 
 6. Strategies 

1. Vision: Every organisation has its own vision which answers the question, what do we want to 
become? Developing a vision statement is often considered the first step in strategic planning, 
preceding strategic management even development of a mission statement. For example; vision 
statement of World Vision – an international humanitarian organisation is as follows: ‘Our vision for 
every child, life in all its fullness; our prayer for every heart, the will to make it so’. 

2. Mission: It is enduring statement of purpose that distinguishes one business from other similar 
organisations. A mission statement identifies the scope of an organisation’s operations in product and 
market terms. It describes the values and priorities of an organisation. Every organisation has a 
mission statement which is the primary reason for running the business. The mission statement should 
mainly concentrate on the ambitions and purposes of the organisation. Defining the mission statement 
is the first step for initialising a strategic management process, and all other work procedures are a part 
of devising a strategic plan. The organisational goals need to be set up after the mission is determined. 
The goals include fiscal anticipations which strongly emphasises on sales growth, profit levels, 
customer retention and attraction, and expenditure factors. The goals set up in the strategic planning 
process are required to be measurable and achievable, and effective schedules should be put into 
practice to review every aspect of the goals. 

3. Environment Scanning: It is the process of conducting research and gathering and 
assimilating external and internal information. It is the external and internal analysis of environment of 
the organisation. It is also called SWOT analysis. External analysis helps to know opportunities and 
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threats of the organisation and internal analysis helps to know the strength and weakness of the 
organisation.   

4. Objective: Objectives can be defined as specific results that an organisation seeks to achieve 
in pursuing its basic mission. It is essential for organisational successes because they state direction, 
aid in evaluation, create synergy, reveal priorities, focus coordination and provide a basis for effective 
planning, organising, motivating and controlling activities. Objectives should be challenging, 
measurable, consistent, reasonable and clear. Objectives can be long-term and short-term. 

5. Policies: Policies are the means by which annual objectives will be achieved. Policies include 
guidelines, rules, and procedures established to support efforts to achieve stated objectives. It can be 
established at the corporate level and apply to an entire organisation. 

6. Strategies: Strategies are the means by which objectives will be achieved. Business strategies 
may includes geographic expansion, diversification, acquisition, product development, market 
penetration, retrenchment, divestiture, liquidation, and joint venture. Strategies are potential actions 
that requires top management decisions and large amounts of the organisational resources. 

Definition of Strategic Management 

Strategic management is the on-going process of formulating, implementing, and controlling 
broad plans that guide the organisation in achieving the strategic goals given in its internal and 
external environment. 

Interpretation 

  On-going process: Strategic management is an on-going process which is in existence 
throughout the life of organisation. 

  Shaping broad plans: First, it is an on-going process in which broad plans are firstly 
formulated than implementing and finally controlled. 

  Strategic goals: Strategic goals are those which are set by top management. The broad plans 
are made in achieving the goals. 

  Internal and external environment: Internal and external environment generally set the 
goals. External environment force internal environment to set the goals and guide them to 
achieve the goals. 
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   Fig.1.1. Strategic Management  

The Strategic Approach 

The strategic approach mainly consists of four main elements: 

 1. The strategic approach is oriented towards the future. It recognises that the environment will 
change. It is a long range orientation, one that tries to anticipate events rather than simply 
react as they occur. The approach leads the manager to ask where his/her organisation wants 
to be after a certain period, what it will need to get to where it wants, and how to develop 
strategies and the means to get there, and finally, how to manage those strategies to achieve 
the organisation’s goals and objectives. It is recognised that the future cannot be controlled, 
but the argument can be made that by anticipating the future, organisations can help to shape 
and modify the impact of environmental change. 

 2. The strategic approach has an external emphasis. It takes into account several components of 
the external environment, including technology, politics, economics and the social dimension. 
Strategic thinking recognises that each of these can either constrain or facilitate an 
organisation as it seeks to implement policy. Politics will determine the policies that are to be 
implemented, economics will determine the organisation’s level of resources, and social 
factors might well determine who the organisation’s beneficiaries will be. In particular, 
strategic thinking recognises and emphatically takes into account politics and the exercise of 

On-going process 

Shaping & achieving broad 
plans 

Broad plans are for achieving 
strategic goals 

Top management or internal 
environment to achieve 

External environment 
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political authority. Managers are not free to do anything they decide. Managers must be 
sensitive to the needs and respond to demands of constituents over whom they have little or 
no control. Among those constituents, political actors are perhaps the most important. 

 3. The strategic approach concentrates on assuring a good fit between the environment and the 
organisation (including its mission and objectives, strategies, structures, and resources) and 
attempts to anticipate what will be required to assure continued fit. Under conditions of rapid 
political, economic and social change, strategies can quickly become outmoded or no longer 
serve useful purposes; or the resources traditionally required by the organisation to produce 
its goods and services may suddenly become unavailable. The strategic approach recognises 
that to maintain a close fit with the environment, the different elements of the organisation 
will need to be continuously reassessed and modified as the environment evolves. 

 4. The strategic approach is a process. It is continuous and recognises the need to be open to 
changing goals and activities in light of shifting circumstances within the environment. It is a 
process that requires monitoring and review mechanisms capable of feeding information to 
managers continuously. Strategic management or planning are not one-shot approaches, they 
are on-going.  

When all taken together these attitudes and behaviours are really a way of approaching or 
thinking about how to manage or how to implement policy change. Strategic management (or 
planning) is not something that can be applied only once and then forgotten about or ignored. In that 
sense it is more than a tool; it is a mental framework. 

Benefits of Strategic Management 

Strategic management helps in proactively shaping organisation’s future, initiate and influence 
actions and formulates better strategies (systematic, logical, rational approach). Some of the major 
benefits of strategic management are broadly classified as financial and non-financial as follows: 

Financial benefits includes: 

   Improved productivity 
   Improved sales 
   Improved profitability 

Nonfinancial benefits includes: 

   Increased employee productivity. 
   Improved understanding of competitors strategies. 
   Greater awareness of external threats. 
   Understanding of performance reward relationships. 
   Better problem-avoidance. 
   Lesser resistance to change. 
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Levels of Strategies 

In strategic planning it is critical to formally consider how your organisation will accomplish its 
goals. The answer to this question is a strategy. There are a variety of formal definitions for strategies, 
but everyone fundamentally agrees that a strategy is the answer to the question, ‘How’?  ‘strategies are 
simply a set of actions that enable an organisation to achieve results’. 

Essentially, there are three different categories of strategies: organisational or corporate, 
programmatic or business, and functional. The difference among the categories is the focus of the 
strategy: Organisational strategy outlines the planned avenue for organisational development (e.g., 
collaborations, earned income, selection of businesses, mergers, etc.). Programmatic strategy 
addresses how to develop, manage, and deliver programs (e.g., market a pre - natal care service to 
disadvantaged expectant mothers by providing information and intake services in welfare centres). 
Functional strategies articulate how to manage administration and support needs that impact the 
organisation's efficiency and effectiveness, (e.g., develop a financial system that provides accurate 
information using a cash accrual method). 

       There are three levels of strategies: 

 1. Corporate Strategy: It describes a company’s overall direction towards growth and stability 
by managing business and product-lines.    

 2. Business Strategy: Usually occurs at business unit or product level emphasising the 
improvement of competitive position of a firm’s products or services in an industry or market 
segment served by that business unit. Business strategy falls in the realm of corporate 
strategy. 

 3. Functional Strategy: It is the approach taken by a functional area to achieve corporate and 
business unit objectives and strategies by maximising the resource productivity. It is 
concerned with developing and nurturing a distinctive competence to provide the firm with a 
competitive advantage.   

 
Fig.1.2. Levels of Strategies 

Over time, businesses often diversify into different areas; perhaps they develop a new type of 
product or move into a number of different geographical areas, each of which may have the need for a 
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slightly different type of management. Sometimes, these businesses are related to one another, 
sometimes they are not. Sometimes, they are separate legal entities, sometimes not. But when an 
organisation has a range of different types of business within its portfolio, its managers have to take 
decisions about how these businesses work together, and how many and what sort of businesses 
should be in its portfolio. These are corporate level strategy. 

Process of Strategic Management  

Strategy development follows the creation and affirmation of the organisation's purpose 
statement, environmental and program data collection and analysis, and identification of critical 
issues. It is critical that strategy development follow these steps because the information gathered and 
decisions made in these phases are the foundation for strategy creation and selection. Each of these 
steps provides the following: The purpose statement, the statement of the organisation's ultimate goal, 
provides the direction to which the strategies should ultimately lead.  

External market data and program evaluation results provide critical data to support strategy 
development. Without this information and insight, the organisation's strategies will not be in 
alignment with or effective in the marketplace.  The critical issues list serves as the specific focus and 
framework for the activities of the organisation and the pattern of these activities (developing and 
selecting the strategies).Strategic management consists of four basic elements: 

 1. Environmental Scanning.  
 2. Strategy Formulation. 
 3. Strategy Implementation. 
 4. Evaluation and Control. 

 
    

                                                                                  
                            

Fig.1.3. Basic Elements of Strategic Management 

Interaction of Basic Elements of Strategic Management 

1. Environmental Scanning  

It is the monitoring, evaluation, and disseminating of information from the external and internal 
environments to key people within the corporation. Its purpose is to identify strategic factors with 
those external and internal elements that will determine the future of the corporation.  

Environmental 
Scanning 

Strategy 
Formulation 

Strategy 
Implementation 

Evaluation and 
Control 
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The external environment consists of variable (Opportunities and Threats) that are outside the 
organisation and not typically with the short-term control of top management. These variables are 
from the context within which the corporation exists. 

The internal environment of a corporation consists of variable (Strengths and Weaknesses) that 
are within the organisation itself and are management. These variables are from the context in which 
work is done. They include the corporation’s structure, culture, and resources. The simplest way to 
conduct environmental scanning is through SWOT analysis.  

SWOT Analysis: It is an acronym for the internal strengths and weaknesses of a business and 
environmental opportunities and threats facing that business. SWOT analysis is a systematic 
identification of these factors and the strategy that reflects the best match between them. It is based on 
the logic that an effective strategy maximises a business’s strengths and opportunities but at the same 
time minimise its weaknesses and threats. This simple assumption, if accurately applied, has powerful 
implications. 

Strengths: Strength is a resource, skill or other advantage relative to competitors and the needs 
of market, a firm serves or anticipates serving. Strength is a distinctive competence that gives the firm 
a comparative advantage in the marketplace. 

Weaknesses: Weaknesses is a limitation or deficiency in resources, skills and capabilities that 
seriously impedes effective performance. Facilities, financial resources, management capabilities 
marketing skills and brand image could be sources of weakness. 

Opportunities: An opportunity is a major favourable situation in the firm’s environment. Key 
trends represent one source of opportunity. Identification of a previously overlooked market segment, 
change in competitive or regulatory circumstances, technological changes, and improved buyer or 
supplier relationships could represent opportunities for the firm. 

Threats: Threat is a major unfavourable situation in the firm’s environment. It is a key 
impediment to the firm’s current and for desired future position. The entrance of a new competitor, 
show market growth, increased bargaining power of key buyers or supplier, major technologies 
changes and changing regulations could represent major threats to a firm’s future success. 

Usefulness of SWOT Analysis 

SWOT analysis helps in narrowing the choice of alternatives and selecting a strategy. The most 
common application provides a logical framework guiding systematic discussions of the business’s 
situation, alternative strategies and ultimately the choice of strategy. What one manager sees as an 
opportunity, another may see as a potential threat. 
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                                                 Numerous Environmental Opportunities  

 

 

                   Cell 3: Supports a turnaround       Cell 1: Supports an aggressive  

                                 Oriented Strategy                                 Strategy 

 

 Critical internal                                                                                                Substantial internal                               
weaknesses                                                                                                                     strengths   

 
               Cell 4: Supports defensive                      Cell 2: Supports a diversification  

                               Strategy                                                            Strategy   
  

 
                                      Major Environmental Threats 

Fig.1.4. SWOT Analysis 
A second application of SWOT analysis is that the key external opportunities and threats are 

systematically compared to internal strengths and weaknesses in a structured approach. The objective 
is identification of one of four distinct patterns in the match between the firm’s internal and external 
situation. The four cells in figure represent these patterns. 

Cell 1 is the most favourable sit situation, the firm several environmental opportunities and has 
numerous strengths that encourage pursuit of such opportunities. This condition suggests growth 
oriented strategies to exploit the favourable match. 

Cell 2 a firm with key strengths faces an unfavourable environment. In this situation, strategies 
would use current strengths to build long-term opportunities in other products/markets. 

Cell 3 faces impressive market opportunity but is constrained by several internal weaknesses. 
Businesses in this predicament are like the question marks in the Boston Consulting Group (BCG) 
matrix. The focus of strategy for such firms is eliminating internal weaknesses to more effectively 
pursue market opportunity. 

Cell 4 is the least favourable situation, with the firm facing major environmental threats from a 
position of relative weakness. This condition clearly calls for strategies that reduce or redirect 
involvement in the product markets examined using SWOT analysis. 
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2. Strategic Formulation  

After the realisable goals have been properly set, the strategic management planning team needs 
to carry-out the information collecting tasks. A successful strategic plan is executed when employees, 
advisers, and freelancers contribute to every phase of the planning procedure. Sales and marketing 
practices provide data regarding the present scenarios in which the organisation is operating. The 
Human Resource Management (HRM) department is responsible for providing data on aspects such as 
employee retention, health care expenses, and employee performance assessments. Freelancers are 
assigned the responsibility of studying market research and surveys and competitive intelligence to 
give a clear idea of the present business situations. After all the information and data is sorted out, the 
strategic management team then evaluates the reports and relegates the organisation's strengths and 
weaknesses to formulate a final strategic plan. Strategy formulation is a combination of rational, 
scientific examinations and educated, intuitive best guesses. Many individuals are overwhelmed by the 
idea of developing strategies, but it can be a fun and invigorating process.  

The process entails examining the organisation's critical issues determining how the 
organisation's strengths and skills can be employed to address the critical issues analysing 
opportunities and strengths and looking for ways to synthesise the two exploring and choosing the best 
approaches for the organisation.  During this evaluation ask these key questions: Does the strategy 
meet/address critical issues? Is this aligned with our mission? Is this approach financially viable?  One 
effective method of strategy generation is to list critical issues and organisational strengths onto flip 
charts and then have staff or board members brainstorm possible uses of those strengths or other skills 
to address the critical issues.  

Once the brainstorm session is completed, use a roundtable discussion to investigate and evaluate 
the possible strategies.  Remember to develop a list of alternative strategies to investigate and keep in 
the contingency planning file.  It is important not to discount the ideas that come to people during non-
working hours.  

Strategic formulation is a combination of three main processes which are as follows: 

 (i) Performing a situation analysis, self-evaluation and competitor analysis: both internal and 
external; both micro-environmental and macro-environmental.  

 (ii) Concurrent with this assessment, objectives are set. These objectives should be parallel to a 
time-line; some are in the short-term and others on the long-term. This involves crafting 
vision statements (long-term view of a possible future), mission statements (the role that the 
organisation gives itself in society), overall corporate objectives (both financial and strategic), 
strategic business unit objectives (both financial and strategic), and tactical objectives.  

 (iii) These objectives should, in the light of the situation analysis, suggest a strategic plan. The 
plan provides the details of how to achieve these objectives.  

3. Strategy Implementation 

Plans need to be devised and implemented once all the data is readily available. The advertising 
and marketing processes can now be put into practice. Cutbacks and cost-cutting measures may be 
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executed to maintain and increase the profit levels according to the organisational goals. At this point 
of time, the company management may also take the decision of introducing new products and 
services in the market. All factors that increase the profitability of the company should be thought 
upon by the management, and the strategic leadership should be planned according to different 
strategies. The managers are required to be given time lines for deliverables, level of expectations, 
budget parameters, and certain obligations. Strategy implementation requires a firm to establish annual 
objectives, devise policies, motivating employees and allocate resources so that formulated strategies 
can be executed. Strategy implementation includes developing strategy supportive culture, creating an 
effective organisational structure, redirecting marketing efforts, preparing budgets, developing and 
utilising information system, and linking employee compensation to organisational performance. 
Strategy implementation is often called the action stage of strategic management. Implementing means 
mobilising employees and managers in order to put formulated strategies into action. It is often 
considered to be most difficult stage of strategic management. It requires personal discipline, 
commitment and sacrifice. Strategy formulated but not implemented serve no useful purpose. 

4. Strategy Evaluation and Control  

Efficient strategic thinking and a strategic management plan will always have controls and 
periodic reviews incorporated into the process. Each stage should be elaborated and then the changes 
should be made accordingly. The management team needs to keep a detailed record of the allotted 
deadlines and the required particulars should be presented to the clients or stakeholders. The    
strategic planning team is required to review the integral strategic management processannually.            
Business situations, market projections, and technological furtherance demand present and regularly          
updated strategic planning to enable an organisation to be successful in today's highly competitive 
environment. The periodic incorporation of the strategic management process is crucial for the smooth 
running of the company. As a result, companies are giving more importance to the strategic 
management process implementation. 

Strategy evaluation is the final stage in the strategic management process. Management 
desperately needs 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 forces are constantly changing. In corporate strategy, Johnson and Scholes 
present a model in which strategic options are evaluated against three key success criteria: 

 (i) Suitability (would it work?) 
 (ii) Feasibility (can it be made to work?) 
 (iii) Acceptability (will they work it?) 
 (i) Suitability: Suitability deals with the overall rationale of the strategy. The key point to 

consider is whether the strategy would address the key strategic issues underlined by the 
organisation’s strategic position. Does it make economic sense? Would the organisation 
obtain economies of scale, economies of scope or experience economy? Would it be suitable 
in terms of environment and capabilities? Tools that can be used to evaluate suitability 
include: Ranking strategic options, Decision trees, etc. 
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 (ii) Feasibility: Feasibility is concerned with the resources required to implement the strategy 
that are available, can be developed or obtained. Resources include funding, people, time, and 
information. Tools that can be used to evaluate feasibility include: cash flow analysis and 
forecasting break-even analysis, resource deployment analysis, etc. 

 (iii) Acceptability: Acceptability is concerned with the expectations of the identified stakeholders 
(mainly shareholders, employees and customers) with the expected performance outcomes, 
which can be return, risk and stakeholder reactions. Return deals with the benefits expected 
by the stakeholders (financial and non-financial). For example, shareholders would expect the 
increase of their wealth, employees would expect improvement in their careers, and customers 
would expect better value for money. 

Strategic Planning 

Strategic planning is a management tool. As with any management tool, it is used for one 
purpose only: to help an organisation do a better job – to focus its energy, to ensure that members of 
the organisation are working towards the same goals, to assess and adjust the organisation's direction 
in response to a changing environment. In short, strategic planning is a disciplined effort to produce 
fundamental decisions and actions that shape and guide what an organisation is, what it does, and why 
it does it, with a focus on the future. A word-by-word dissection of this definition provides the key 
elements that underlie the meaning and success of a strategic planning process: The process is 
strategic because it involves preparing the best way to respond to the circumstances of the 
organisation's environment, whether or not its circumstances are known in advance; non-profits often 
must respond to dynamic and even hostile environments. Being strategic means being clear about the 
organisation's objectives, and aware of the organisation's resources, and incorporating both into being 
consciously responsive to a dynamic environment.   

The process is about planning because it involves intentionally setting goals (i.e., choosing a 
desired future) and developing an approach to achieving those goals. The process is disciplined in that 
it calls for a certain order and pattern to keep it focused and productive. The process raises a sequence 
of questions that helps planners examine experience, test assumptions, gather and incorporate 
information about the present, and anticipate the environment in which the organisation will be 
working in the future.  It is about fundamental decisions and actions because choices must be made in 
order to answer the sequence of questions mentioned above. The plan is ultimately no more, and no 
less, than a set of decisions about what to do, why to do it, and how to do it. Because it is impossible 
to do everything that needs to be done in this world, strategic planning implies that some 
organisational decisions and actions are more important than others – and that much of the strategy 
lies in making the tough decisions about what is most important to achieving the organisational 
success. The strategic planning can be complex, challenging, and even messy, but it is always defined 
by the basic ideas outlined above – and you can always return to these basics for insight into your own 
strategic planning process. 

Everything said above to describe what strategic planning is can also provide an understanding of 
what it is not. For example, it is about fundamental decisions and actions, but it does not attempt to 
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make future decisions (Steiner, 1979). Strategic planning involves anticipating the future environment, 
but the decisions are made in the present. This means that over time, the organisation must stay abreast 
of changes in order to make the best decisions it can at any given point – it must manage, as well as 
plan, strategically. Strategic planning has also been described as a tool – but it is not a substitute for 
the exercise of judgement by leadership. Ultimately, the leaders of any enterprise need to sit back and 
ask, and answer, ‘What are the most important issues to respond to’? and ‘How shall we respond’? 
Just as the hammer does not create the bookshelf, so the data analysis and decision-making tools of 
strategic planning do not make the organisation work – they can only support the intuition, reasoning 
skills, and judgement that people bring to their organisation. 

Finally, strategic planning, though described as disciplined, does not typically flow smoothly 
from one step to the next. It is a creative process, and the fresh insight arrived at today might very well 
alter the decision made yesterday. Inevitably the process moves forward and back several times before 
arriving at the final set of decisions. 

Difference between Strategic Planning and Long Range Planning 

Although many use these terms interchangeably, strategic planning and long range planning 
differ in their emphasis on the ‘assumed’ environment. Long range planning is generally considered to 
mean the development of a plan for accomplishing a goal or set of goals over a period of several years, 
with the assumption that current knowledge about future conditions is sufficiently reliable to ensure 
the plan's reliability over the duration of its implementation. In the late 1950s and early 1960s for 
example, the US economy was relatively stable and somewhat predictable, and, therefore, long range 
planning was both fashionable and useful. On the other hand, strategic planning assumes that an 
organisation must be responsive to a dynamic, changing environment (not the more stable 
environment assumed for long range planning).  

Certainly a common assumption has emerged in the non-profit sector that the environment is 
indeed changeable, often in unpredictable ways. Strategic planning, then, stresses the importance of 
making decisions that will ensure the organisation's ability to successfully respond to changes in the 
environment. 

Developing HRM Strategy 

Being a part of the dynamic environment with rapid changes organisations are required to 
develop more focused and coherent approach to managing people. Now it is the real time to 
understand its human power and to convert it into human capital.  

For the development of the strategy the two issues are important to study and analyse, these are:  

 1.   What kinds of people do you need to manage and run your business to meet your strategic 
business objectives?  

 2.  What kind of the people programs and initiatives must be designed and implemented to 
attract, develop, and retain staff to compete effectively?  
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Now to overcome and to answer these two questions we are having the following dimensions:  

  Culture: the beliefs, values, norms, and management style of the organisation  
  Organisation: the structure, job roles, and reporting lines of the organisation  
  People: the skill levels, staff potential, and management capability  
  Human resources systems: the people focused mechanisms which deliver the strategy –                              

employee selection, communications, training, rewards, career development, etc.  

Normally, in managing the people element of their business managers will only focus on one or 
two dimensions and neglect to deal with the others, and then fail to develop the human power. This 
will result in overall inefficiency. What is required is a strategic perspective aimed at identifying the 
relationship between all four dimensions. If you require an organisation which really values quality 
and service you not only have to retrain staff, you must also review the organisation, reward, and 
appraisal and communications systems. Here the rewarding becomes the real problem which leads to 
dissatisfaction and hence the lower productivity.  

There are seven steps to developing a human resource strategy and the active involvement of 
senior line managers should be sought throughout the approach.  

Step 1: Study the whole business picture  

   Highlight the key driving forces of business. What are they?  
   What are the implications of the driving forces for the people side of business?  
   What is the fundamental people contribution to bottom line business performance?  

Step 2: Develop a mission statement  

Do not be put off by negative reactions to the words or references to idealistic statements – it is 
the actual process of thinking through the issues in a formal and explicit manner that is important.  

   What is the contribution of people? 

Step 3: Conduct a SWOT analysis of the organisation  

Focus on the internal strengths and weaknesses of the people side of the business.  

   Consider the current skill and capability issues.  

 Vigorously research the external business and market environment. Highlight the opportunities 
and threats relating to the people side of the business.  

   What impact will/might they have on business performance?  
   Consider skill shortages?  
   The impact of new technology on staffing levels?  

From this analysis we then need to review the capability of personnel department. Complete a 
SWOT analysis of the department – consider in detail the department's current areas of operation, the 
service levels, and competences of personnel staff.  
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Step 4: Conduct a detailed human resources analysis  

Concentrate on the organisation’s COPS (culture, organisation, people, and HR systems)  

   Consider: Where we are? Where do we want to be?  
   Study the gaps between reality of where we are now and where we want to be?  

Step 5: Determine critical people issues  

   Identify the critical people issues namely those that must be addressed. Those which have      
 key impact on the delivery of business strategy. 

   Prioritise the critical people issues. What will happen if we fail to address them?  

Step 6: Develop consequences and solutions  

For each critical issue highlight the options for managerial action generate, elaborate and create – 
don't go for the obvious. This is an important step as frequently people jump for the known rather than 
challenge existing assumptions about the way things have been done in the past. Think about the 
consequences of taking various courses of action.  

Once the process is over it should then be possible to translate the action plan into broad 
objectives. These will need to be broken down into the specialist HR Systems areas of:  

   Employee training and development  
   Management development  
   Organisational development  
   Performance appraisal  
   Employee reward  
   Employee selection and recruitment  
   Manpower planning  
   Communication  

Develop action plan around the critical issues. Set targets and dates for the accomplishment of the 
key objectives.  

Step 7: Implementation and evaluation of the action plans  

The ultimate purpose of developing a human resource strategy is to ensure that the objectives set 
are mutually supportive so that the reward and payment systems are integrated with employee training 
and career development plans.  

There is very little value or benefit in training people if it is only to frustrate them through a 
failure to provide ample career and development opportunities. 
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McKinsey’s 7S Framework 

It is all very well devising a strategy, but we have to be able to implement it if it is to do any 
good. The 7S Framework first appeared in ‘The Art of Japanese Management’ by Richard Pascale and 
Anthony Athos in 1981.  They had been looking at how Japanese industry had been so successful, at 
around the same time that Tom Peters and Robert Waterman were exploring what made a company 
excellent.  The 7S model was born at a meeting of the four authors in 1978.  It went on to appear in ‘In 
Search of Excellence’ by Peters and Waterman, and was taken up as a basic tool by the global 
management consultancy McKinsey. It is sometimes known as the McKinsey’s 7S model. 

The seven factors are:  

Strategy A set of actions that you start with and must maintain 

Structure How people and tasks/work are organised 

Systems All the processes and information flows that link the organisation together 

Style How managers behave 

Staff How you develop managers (current and future) 

Super 
ordinate 
Goals 

Longer-term vision, and all that values stuff, that shapes the destiny of the 
organisation 

Skills Dominant attributes or capabilities that exist in the organisation 

Managers, they said, need to take account of all seven of the factors to be sure of successful 
implementation of a strategy – large or small. They're all interdependent, so if you fail to pay proper 
attention to one of them, it can bring the others crashing down around you. Oh, and the relative 
importance of each factor will vary over time, and you can't always tell how that's changing. Like a lot 
of these models, there's a good dose of common sense in here, but the 7S Framework is useful way of 
checking that you've covered all the bases.  

 
Fig.1.5. 7S Framework 
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There's a lot more to the 7S Framework of course, especially how we apply it in practice. It may 
appear as an outmoded concept in today's environment of ‘constant change and learning’, but the basic 
principle that we have got to watch a lot of factors all the time as we implement any strategy still 
applies.  

MacMillan Matrix   

This strategy grid, developed by Dr. Ian MacMillan, is specifically designed to assist non-profit 
organisations to formulate organisational strategies. There are three assumptions underlying this 
approach: the need for resources is essentially competitive and all agencies wanting to survive must 
acknowledge this dynamics given that resources are scarce, there is no room for direct duplication of 
services to a single constituency – this is wasteful and inefficient mediocre or low quality service to a 
large client population and is less preferable to delivering higher quality services to a more focused 
population. These assumptions have implications that are difficult and painful for many organisations 
and individuals. It might mean terminating some programs to improve core services and competencies, 
giving programs and clients to more efficient, effective agencies, or competing aggressively with those 
programs that are less effective or efficient. MacMillan's matrix examines four program dimensions 
that guide placement on the strategy grid and indicate implied strategies as discussed below: 

 1. Alignment with Mission Statement: Services or programs that are not in alignment with the 
organisational mission, unable to draw on existing organisational skills or knowledge, unable 
to share resources, and/or unable to coordinate activities across programs should be divested. 

 2. Competitive Position: Competitive position addresses the degree to which the organisation 
has a stronger capability and potential to fund the program and serve the client base than the 
competitive agencies. 

 3. Program Attractiveness: Program attractiveness is the complexity associated with managing 
a program.  Programs that have low client resistance, a growing client base, easy exit barriers, 
and stable financial resources are considered simple or ‘easy to administer’. The level of 
program attractiveness also includes an economic perspective or a review of current and 
future resource investments. 

 4. Alternative Coverage: Alternative coverage is the number of other organisations attempting 
to deliver or succeeding in delivering a similar program in the same region to similar 
constituents. 

The MacMillan Matrix provides ten cells to place programs that have been reviewed in terms of 
these four dimensions. Each cell is assigned a strategy that directs the future of the program (s) listed 
in the cell, (e.g., aggressive competition, joint venture, orderly divestment, etc.). One cell of the 
matrix, ‘Soul of the Agency’, requires additional explanation. These are the difficult programs for 
which the organisation is often the clients' ‘last, best hope’. Management must find ways to use the 
programs in other cells to develop, piggyback, subsidise, leverage, promote, or otherwise support the 
programs in this category. 
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BCG Matrix Model  

In the early 1970s the Boston Consulting Group developed a model for managing a model for 
managing a portfolio of different business (or major product-line). The BCG Matrix displays the 
various business units on a graph of the market growth rate and market share relative to competitors. 

 

    Fig.1.6. BCG Matrix Model 
Resources are allocated to business units according to where they are situated on grid as follows: 

  Cash cows: A business unit that has a large market share in a mature industry, show growing 
industry. Cash cows require little investment and generate cash that can be used to invest in 
other business units. 

  Stars: A business unit that has a large market share in a growing industry. Stars may generate 
cash, but because the market is growing rapidly they require investment to maintain their lead. 
If successful as star will become a cash when it industry matures. 

  Question mark: A business unit that has a small market share in a high growth market. There 
business units require resources to grow market share, but whether they will succeed or not is 
unknown. 

  Dog: A business unit that has a small market share in a mature industry. A dog may not 
require substantial cash, but it ties up capital that could better be deployed elsewhere. Unless 
a dog has some other strategic purpose, it should be liquidated if there is little prospect for it 
to gain market share. 

The BCG Matrix provides a framework for allocating resources among different business units 
and allows one to compare many business units at a glance. 

 
 

Relative Market Share 

     Market 
Growth Rate 

HIGH 

HIGH LOW 

LOW 

 
Stars 

Cash 
Cows Dog 

? 



Strategic Management 19 

 

Strategic Thinking and Strategic Management 

Strategic planning is only useful if it supports strategic thinking and leads to strategic 
management – the basis for an effective organisation. Strategic thinking means asking, ‘Are we doing 
the right thing’? Perhaps, more precisely, it means making that assessment using three key 
requirements about strategic thinking: a definite purpose is in mind; an understanding of the 
environment, particularly of the forces that affect or impede the fulfilment of that purpose; and 
creativity in developing effective responses to those forces. It follows, then, that strategic management 
is the application of strategic thinking to the job of leading an organisation.  

Dr. Jagdish Sheth, a respected authority on marketing and strategic planning, provides the 
following framework for understanding strategic management: continually asking the question, ‘Are 
we doing the right thing’? It entails attention to the ‘big picture’ and the willingness to adapt to 
changing circumstances, and consists of the following three elements: formulation of the 
organisation's future mission in light of changing external factors such as regulation, competition, 
technology, and customers development of a competitive strategy to achieve the mission creation of an 
organisational structure which will deploy resources to successfully carry-out its competitive strategy. 
Strategic management is adaptive and keeps an organisation relevant. In these dynamic times it is 
more likely to succeed than the traditional approach of ‘if it is not broken, do not fix it’. 

‘Strategic management is an on-going process that evaluates and controls the business and the 
industries in which the company is involved; assesses its competitors and sets goals and strategies to 
meet all existing and potential competitors; and then reassesses each strategy annually or quarterly 
[i.e., regularly] to determine how it has been implemented and whether it has succeeded or needs 
replacement by a new strategy to meet changed circumstances, new technology, new competitors, a 
new economic environment or a new social, financial, or political environment.’ (Lamb, 1984) 

Strategic management is a field that deals with the major intended and emergent initiatives taken 
by general manager on behalf of owners, involving utilisation of resources, to enhance the 
performance of organisations in their external environments. It entails specifying the organisation's 
mission, vision and objectives, developing policies and plans, often in terms of projects and programs, 
which are designed to achieve these objectives, and then allocating resources to implement the policies 
and plans, projects and programs. A balanced scorecard is often used to evaluate the overall 
performance of the business and its progress towards objectives. Recent studies and leading 
management theorists have advocated that strategy needs to start with stakeholders expectations and 
use a modified balanced scorecard which includes all stakeholders. Strategic management is a level of 
managerial activity under setting goals and over tactics. Strategic management provides overall 
direction to the enterprise and is closely related to the field of organisational studies. In the field of 
business administration it is useful to talk about ‘strategic alignment’ between the organisation and its 
environment or ‘strategic consistency’. According to Arieu (2007), ‘there is strategic consistency 
when the actions of an organisation are consistent with the expectations of management, and these in 
turn are with the market and the context’. Strategic management includes not only the management 
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team but can also include the Board of Directors and other stakeholders of the organisation. It depends 
on the organisational structure. 

Review Discussions 

 1. Define strategic management and explain its approaches in context of business organisation. 
 2. Discuss various levels of strategies of an organisation. 
 3. What are the stages of strategic management? 
 4. ‘Strategic Planning is a tool to focus energy in achieving organisational goals’, enumerate this 

statement. 
 5. Explain BCG Matrix model. 
 6. Discuss MacMillan Matrix.  
 7. Critically explain McKinsey’s 7S Framework. 
 8. What are the steps of developing strategies for human resource management? 
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