BRULIUITNITAAULTEINUNN 1

uni 1 mwmmmmwmummmsu‘%mﬂ%qnaﬂmé
1.1 ANUNLIRINALNE
12 e9Alszneuvednagng

[ %

AgUszRIATaNgANTTN

dll Y o K a ¥
1. L‘W’r]él‘l)iuﬂﬂﬂ‘]ﬂ”]’&qﬂ’]?ﬂﬂﬁﬂqﬂﬁQWNMNWH‘H@\‘iﬂ@&I‘Wﬂﬁ

2. aliiinAnmaunmmedunsesAlsynauaeanagns i

AERAULATNANGTNNFLIEUNTAAULTEA LN
1. AFUNEAINUNILTBINAYNT

2. asunsesAlsEnaLLeInagng

AN15LT8UNTEDY

1. Lﬂﬂ@’]ﬁ‘ﬂ?:ﬁﬂ‘ﬂ‘]_lﬂ'ﬁ‘@ﬂu
2. Power Point

3. UNAHATINITENLUTENaL

N1SIANA

1. dunapnuaulanaznisidoudanlunngiFe
2. NIINIANDNNTANELN

3. N17RALLRE N1TAALNANNIA LAaENI1TaaLlaanIA



Chapter 1

Introduction of Strategic Management

Strategic Management is all about identification and description of the strategies that
managers can carry so as to achieve better performance and a competitive advantage for their
organization. An organization is said to have competitive advantage if its profitability is higher
than the average profitability for all companies in its industry.

Strategic management can also be defined as a bundle of decisions and acts which a
manager undertakes and which decides the result of the firm’s performance. The manager must
have a thorough knowledge and analysis of the general and competitive organizational
environment so as to take right decisions. They should conduct a SWOT Analysis (Strengths,
Weaknesses, Opportunities, and Threats), i.e., they should make best possible utilization of
strengths, minimize the organizational weaknesses, make use of arising opportunities from the
business environment and shouldn’t ignore the threats.

Strategic management is nothing but planning for both predictable as well as unfeasible
contingencies. It is applicable to both small as well as large organizations as even the smallest
organization face competition and, by formulating and implementing appropriate strategies,
they can attain sustainable competitive advantage.

It is @ way in which strategists set the objectives and proceed about attaining them. It
deals with making and implementing decisions about future direction of an organization. It helps
us to identify the direction in which an organization is moving.

Strategic management is a continuous process that evaluates and controls the business
and the industries in which an organization is involved; evaluates its competitors and sets goals
and strategies to meet all existing and potential competitors; and then reevaluates strategies on
a regular basis to determine how it has been implemented and whether it was successful or
does it needs replacement.

Strategic Management gives a broader perspective to the employees of an organization
and they can better understand how their job fits into the entire organizational plan and how it
is co-related to other organizational members. It is nothing but the art of managing employees
in a manner which maximizes the ability of achieving business objectives. The employees

become more trustworthy, more committed and more satisfied as they can co-relate themselves
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very well with each organizational task. They can understand the reaction of environmental
changes on the organization and the probable response of the organization with the help of
strategic management. Thus the employees can judge the impact of such changes on their own
job and can effectively face the changes. The managers and employees must do appropriate
things in appropriate manner. They need to be both effective as well as efficient.

One of the major role of strategic management is to incorporate various functional areas
of the organization completely, as well as, to ensure these functional areas harmonize and get
together well. Another role of strategic management is to keep a continuous eye on the goals

and objectives of the organization.

What is 'Strategic Management?

Strategic management is the management of an organization’s resources to achieve its
goals and objectives. Strategic management involves setting objectives, analyzing the
competitive environment, analyzing the internal organization, evaluating strategies and ensuring
that management rolls out the strategies across the organization. At its heart, strategic
management involves identifying how the organization stacks up compared to its competitors
and recognizing opportunities and threats facing an organization, whether they come from

within the organization or from competitors.

BREAKING DOWN 'Strategic Management'

Strategic management is divided into several schools of thought. A prescriptive approach
to strategic management outlines how strategies should be developed, while a descriptive
approach focuses on how strategies should be put into practice. These schools differ over
whether strategies are developed through an analytic process in which all threats and

opportunities are accounted for, or are more like general guiding principles to be applied.

Business culture, the skills and competencies of employees, and organizational
structure are important factors that influence how an organization can achieve its stated
objectives. Inflexible companies may find it difficult to succeed in a changing business
environment. Creating a barrier between the development of strategies and their implementation

can make it difficult for managers to determine whether objectives were efficiently met.
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While an organization’s upper management is ultimately responsible for its strategy, the

strategies themselves are often sparked by actions and ideas from lower-level managers and
employees. An organization may have several employees devoted to strategy rather than
relying on the chief executive officer (CEQ) for guidance. Because of this reality, organization
leaders focus on learning from past strategies and examining the environment at large. The
collective knowledge is then used to develop future strategies and to guide the behavior of
employees to ensure that the entire organization is moving forward. For these reasons, effective

strategic  management requires both an inward and outward perspective.

Strategic Management in Practice

Making companies able to compete is the purpose of strategic management. To that end,
putting strategic management plans into practice is the most important aspect of the planning
itself. Plans in practice involve identifying benchmarks, realigning resources — financial and
human — and putting leadership resources in place to oversee the creation, sale, and
deployment of products and services. Strategic management extends to internal and external
communication practices as well as tracking to ensure that the company meets goals as
defined in its strategic management plan.

For example, a for-profit technical college wishes to increase enroliment of new students
and graduation of enrolled students over the next three years. The purpose is to make the
college known as the best buy for a student's money among five for-profit technical colleges in
the region, with a goal of increasing revenue. In this case, strategic management means
ensuring that the school has funds to create high-tech classrooms and hire the most qualified
instructors. The college also invests in marketing and recruitment and implements student
retention strategies. The college’s leadership assesses whether its goals have been achieved

on a periodic basis.

Reference: https://www.investopedia.com/terms/s/strategic-management.asp
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Strategy - Definition and Features

The word “strategy” is derived from the Greek word “stratggos”; stratus (meaning army)
and “ago” (meaning leading/moving).

Strategy is an action that managers take to attain one or more of the organization’s goals.
Strategy can also be defined as “A general direction set for the company and its various
components to achieve a desired state in the future. Strategy results from the detailed strategic
planning process”.

A strategy is all about integrating organizational activities and utilizing and allocating the
scarce resources within the organizational environment so as to meet the present objectives.
While planning a strategy it is essential to consider that decisions are not taken in a vaccum and
that any act taken by a firm is likely to be met by a reaction from those affected, competitors,
customers, employees or suppliers.

Strategy can also be defined as knowledge of the goals, the uncertainty of events and the
need to take into consideration the likely or actual behavior of others. Strategy is the blueprint of
decisions in an organization that shows its objectives and goals, reduces the key policies, and
plans for achieving these goals, and defines the business the company is to carry on, the type
of economic and human organization it wants to be, and the contribution it plans to make to its

shareholders, customers and society at large.

Components of a Strategy Statement
The strategy statement of a firm sets the firm's long-term strategic direction and broad
policy directions. It gives the firm a clear sense of direction and a blueprint for the firm’s
activities for the upcoming years. The main constituents of a strategic statement are as follows:
1. Strategic Intent
An organization’s strategic intent is the purpose that it exists and why it will
continue to exist, providing it maintains a competitive advantage. Strategic intent gives a
picture about what an organization must get into immediately in order to achieve the
company’s vision. It motivates the people. It clarifies the vision of the vision of the
company.
Strategic intent helps management to emphasize and concentrate on the

priorities. Strategic intent is, nothing but, the influencing of an organization’s resource



potential and core competencies to achieve what at first may seem to be unachievable
goals in the competitive environment. A well expressed strategic intent should
guide/steer the development of strategic intent or the setting of goals and objectives that
require that all of organization’s competencies be controlled to maximum value.

Strategic intent includes directing organization’s attention on the need of winning;
inspiring people by telling them that the targets are valuable; encouraging individual
and team participation as well as contribution; and utilizing intent to direct allocation of
resources.

Strategic intent differs from strategic fit in a way that while strategic fit deals with
harmonizing available resources and potentials to the external environment, strategic
intent emphasizes on building new resources and potentials so as to create and exploit
future opportunities.

2. Mission Statement

Mission statement is the statement of the role by which an organization intends to
serve it's stakeholders. It describes why an organization is operating and thus provides
a framework within which strategies are formulated. It describes what the organization
does (i.e., present capabilities), who all it serves (i.e., stakeholders) and what makes an
organization unique (i.e., reason for existence).

A mission statement differentiates an organization from others by explaining its
broad scope of activities, its products, and technologies it uses to achieve its goals and
objectives. It talks about an organization’s present (i.e., “about where we are”). For
instance, Microsoft’'s mission is to help people and businesses throughout the world to
realize their full potential. Wal-Mart’s mission is “To give ordinary folk the chance to buy
the same thing as rich people.” Mission statements always exist at top level of an
organization, but may also be made for various organizational levels. Chief executive
plays a significant role in formulation of mission statement. Once the mission statement
is formulated, it serves the organization in long run, but it may become ambiguous with
organizational growth and innovations.

In today’s dynamic and competitive environment, mission may need to be
redefined. However, care must be taken that the redefined mission statement should

have original fundamentals/components. Mission statement has three main components-



a statement of mission or vision of the company, a statement of the core values that
shape the acts and behaviour of the employees, and a statement of the goals and
objectives.
Features of a Mission
a. Mission must be feasible and attainable. It should be possible to achieve it.
b. Mission should be clear enough so that any action can be taken.
c. It should be inspiring for the management, staff and society at large.
d. It should be precise enough, i.e., it should be neither too broad nor too
narrow.
e. It should be unique and distinctive to leave an impact in everyone’s mind.
f. It should be analytical,i.e., it should analyze the key components of the
strategy.

g. Itshould be credible, i.e., all stakeholders should be able to believe it.

3. Vision

A vision statement identifies where the organization wants or intends to be in
future or where it should be to best meet the needs of the stakeholders. It describes
dreams and aspirations for future. For instance, Microsoft’s vision is “to empower people
through great software, any time, any place, or any device.” Wal-Mart’s vision is to
become worldwide leader in retailing.

A vision is the potential to view things ahead of themselves. It answers the
question “where we want to be”. It gives us a reminder about what we attempt to
develop. A vision statement is for the organization and it's members, unlike the mission
statement which is for the customers/clients. It contributes in effective decision making
as well as effective business planning. It incorporates a shared understanding about the
nature and aim of the organization and utilizes this understanding to direct and guide
the organization towards a better purpose. It describes that on achieving the mission,
how the organizational future would appear to be.

An effective vision statement must have following features-

a. It must be unambiguous.

b. It must be clear.



C.
d.

e.

It must harmonize with organization’s culture and values.
The dreams and aspirations must be rational/realistic.

Vision statements should be shorter so that they are easier to memorize.

In order to realize the vision, it must be deeply instilled in the organization, being

owned and shared by everyone involved in the organization.

4.

Goals and Objectives

A goal is a desired future state or objective that an organization tries to achieve.

Goals specify in particular what must be done if an organization is to attain mission or

vision. Goals make mission more prominent and concrete. They co-ordinate and

integrate various functional and departmental areas in an organization. Well made goals

have following features-

a.
b.
C.
d.

e.

These are precise and measurable.

These look after critical and significant issues.

These are realistic and challenging.

These must be achieved within a specific time frame.

These include both financial as well as non-financial components.

Objectives are defined as goals that organization wants to achieve over a period

of time. These are the foundation of planning. Policies are developed in an organization so as to

achieve these objectives. Formulation of objectives is the task of top level management.

Effective objectives have following features-

f.

g.

These are not single for an organization, but multiple.

Objectives should be both short-term as well as long-term.

Objectives must respond and react to changes in environment, i.e., they must
be flexible.

These must be feasible, realistic and operational.

Strategic Management Process - Meaning, Steps and Components

The strategic management process means defining the organization’s strategy. It is also

defined as the process by which managers make a choice of a set of strategies for the

organization that will enable it to achieve better performance.



Strategic management is a continuous process that appraises the business and industries
in which the organization is involved; appraises it's competitors; and fixes goals to meet all the

present and future competitor’'s and then reassesses each strategy.

Strategic management process has following four steps:

1. Environmental Scanning- Environmental scanning refers to a process of
collecting, scrutinizing and providing information for strategic purposes. It helps in analyzing the
internal and external factors influencing an organization. After executing the environmental
analysis process, management should evaluate it on a continuous basis and strive to improve it.

2. Strategy Formulation- Strategy formulation is the process of deciding best
course of action for accomplishing organizational objectives and hence achieving
organizational purpose. After conducting environment scanning, managers formulate corporate,
business and functional strategies.

3. Strategy Implementation- Strategy implementation implies making the strategy
work as intended or putting the organization’s chosen strategy into action. Strategy
implementation includes designing the organization’s structure, distributing resources,
developing decision making process, and managing human resources.

4. Strategy Evaluation- Strategy evaluation is the final step of strategy
management process. The key strategy evaluation activities are: appraising internal and
external factors that are the root of present strategies, measuring performance, and taking
remedial / corrective actions. Evaluation makes sure that the organizational strategy as well as
it's implementation meets the organizational objectives.

These components are steps that are carried, in chronological order, when creating a new
strategic management plan. Present businesses that have already created a strategic
management plan will revert to these steps as per the situation’s requirement, so as to make

essential changes.


http://www.managementstudyguide.com/environmental-scanning.htm
http://www.managementstudyguide.com/strategy-formulation-process.htm
http://www.managementstudyguide.com/strategy-implementation.htm
http://www.managementstudyguide.com/strategy-evaluation.htm

ENVIRONMENT STRATEGY »| STRATEGY » STRATEGY
SCANNING FORMULATION IMPLEMENTATIOM EVALUATION

[y F Y

Components of Strategic Management Process

Strategic managementis an ongoing process. Therefore, it must be realized that each
component interacts with the other components and that this interaction often happens in

chorus.

Environmental Scanning - Internal & External Analysis of Environment

Organizational environment consists of both external and internal factors. Environment
must be scanned so as to determine development and forecasts of factors that will influence
organizational success. Environmental scanning refers to possession and utilization of
information about occasions, patterns, trends, and relationships within an organization’s internal
and external environment. It helps the managers to decide the future path of the organization.
Scanning must identify the threats and opportunities existing in the environment. While strategy
formulation, an organization must take advantage of the opportunities and minimize the threats.
A threat for one organization may be an opportunity for another.

Internal analysis of the environmentis the first step of environment scanning.
Organizations should observe the internal organizational environment. This includes employee
interaction with other employees, employee interaction with management, manager interaction
with other managers, and management interaction with shareholders, access to natural
resources, brand awareness, organizational structure, main staff, operational potential, etc.
Also, discussions, interviews, and surveys can be used to assess the internal environment.
Analysis of internal environment helps in identifying strengths and weaknesses of an
organization.

As business becomes more competitive, and there are rapid changes in the external
environment, information from external environment adds crucial elements to the effectiveness

of long-term plans. As environment is dynamic, it becomes essential to identify competitors’
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moves and actions. Organizations have also to update the core competencies and internal
environment as per external environment. Environmental factors are infinite, hence, organization
should be agile and vigile to accept and adjust to the environmental changes. For instance -
Monitoring might indicate that an original forecast of the prices of the raw materials that are
involved in the product are no more credible, which could imply the requirement for more
focused scanning, forecasting and analysis to create a more trustworthy prediction about the
input costs. In a similar manner, there can be changes in factors such as competitor’s activities,
technology, market tastes and preferences.
While in external analysis, three correlated environment should be studied and analyzed
e immediate / industry environment
e national environment
¢ broader socio-economic environment / macro-environment
Examining the industry environment needs an appraisal of the competitive structure of the
organization’s industry, including the competitive position of a particular organization and it's
main rivals. Also, an assessment of the nature, stage, dynamics and history of the industry is
essential. It also implies evaluating the effect of globalization on competition within the industry.
Analyzing the national environment needs an appraisal of whether the national framework helps
in achieving competitive advantage in the globalized environment. Analysis of macro-
environment includes exploring macro-economic, social, government, legal, technological and
international factors that may influence the environment. The analysis of organization’s external
environment reveals opportunities and threats for an organization.
Strategic managers must not only recognize the present state of the environment and their

industry but also be able to predict its future positions.

Reference: http://www.managementstudyguide.com/environmental-scanning.htm



