WHAT IS STRATEGIC MANAGEMENT?
Strategic management is the process whereby managers establish an organization’s long-term direction, set specific performance objectives, develop strategies to achieve these objectives in the light of all relevant internal and external circumstances, and undertake to execute the chosen action plans. 

The strategic management function is perhaps the most fundamental and most important aspect of management and managing. It takes superior entrepreneurship and competent strategy implementation and execution to produce superior organizational performance over the long-run. A great strategic plan that is subsequently marred by poor execution reduces performance. Likewise, a subpar strategic plan that is flawlessly excuted seldom produces gold star results either.

The optimal condition is superior entrepreneurship and strategy formation on the one hand, combined with first-rate implementation and strategy execution on the other. The chances are excellent that when an organization has a well conceived, well-executed strategy it will be a high performer – a winner. Superior performance is the most trustworthy sign of good management.

The Components of Strategic Management: 

1. Defining the organization’s business and developing a strategic mission as a basis for establishing what the organization does and doesn’t do and where it is headed; 

2. Establishing strategic objectives and performance targets; 

3. Formulating a strategy to achieve the strategic objectives and targeted results; 

4. Implementing and executing the chosen strategic plan;

5. Implementing strategic performance and making corrective adjustments in strategy and/or how it is being implemented in light of actual experience, changing conditions, and new ideas and opportunities. 
                Defining the Business   A basic direction-setting question facing the senior managers of any enterprise is “What is our business and what will it be?”.  Addressing this question thoughtfully compels executives to think through the scope and mix of organizational activities, to reflect on what kind of organization they are presently trying to create, to consider what markets they believe the organization should be in, and to be specific about which needs  of which buyer to serve. The answers that managers settle upon say a lot about the organization’s character, identity, and direction. Defining the business as it is now and will be later is a necessary first step in establishing a meaningful direction and developmental path for the organization. Management’s view of what the organization seeks to do and to become over the long-term is the organization’s strategic mission. It broadly charts  the future course of the organization. Since decisions about long-term direction fall squarely upon the shoulders of senior officers, the strategic mission nearly always reflects the personal vision and thinking of top-level managers, especially that of the chief executive officer.  
                  Establishing Strategic Objectives    Specific performance targets are needed in all areas affecting the survival and success of an enterprise, and they are needed at all levels of management, from the corporate level on down deep into the organization’s structure. The act of establishing formal objectives not only converts the direction an organization is headed into specific performance targets to be achieved but also guards against drift, aimless activity, confusion over what to accomplish, and loss of purpose. Both short-run and long-run objectives are needed. The strategic objectives for the organization as a whole should at a minimum specify the following: the market position and the competitive standing the organization aims to achieve, annual profitability targets, key financial and operating results to be achieved through the organization’s chosen activities, and any other yardsticks by which strategic success will be measured. Because performance objectives are needed up and down the organization, the objective-setting task of strategic management involves all managers; each must identify what their area’s contribution to strategic success will be and then establish concrete, measurable performance targets.
                Formulating Strategy       This component of strategic management brings into play the critical issue of just how the targeted results are to be accomplished. Objectives are the “ends” and strategy is the “means” of achieving them. The task of formulating strategy entails taking into account all of the relevant aspects of the organization’s internal and external situation and coming up with a detailed action plan for achieving the targeted short-run and long-run results. Strategy is a blueprint of all the important entrepreneurial, competitive and functional area actions that are to be taken in pursuing organizational objectives and positioning the organization for sustained success.
       The issues of strategy go up and down the managerial hierarchy; strategy is not just something that only top management wrestles with. While there is indeed a strategy for the organization as a whole that is top management’s responsibility, there are strategies for each line of business the organization is in; there are strategies at the functional area level (manufacturing, marketing, finance, human resources, and so on) within each business; and there are strategies at the operating level (for each department and field unit) to carry out the details of functional area strategy. Optimally, the strategies at each level are formulated and implemented by those managers closest to the scene of the action and then sufficiently coordinated to produce a unified action plan for the whole organization. 
        Strategy formation is largely an exercise in entrepreneurship. The content of a strategic action plan reflects entrepreneurial judgments about the long-term direction of the organization, any need for major new initiatives (increased competitive aggressiveness, a new diversification move, divestiture of unattractive activities), and actions aimed at keeping the organization in position to enjoy sustained success.  Specific entrepreneurial aspects of the strategy formation process include:

· Searching actively for innovative ways the organization can improve on what it is already doing.

· Ferreting out new opportunities for the organization to pursue;

· Developing ways to increase the firm’s competitive strength and put it in a stronger position to cope with competitive forces;

· Devising ways to build and maintain a competitive advantage;

· Deciding how to meet threatening external developments;

· Encouraging individuals throughout the organization to put forth innovative proposals and championing those that have promise;

· Directing resources away from areas of low or diminishing results toward areas of high or increasing results;

· Deciding when and how to diversify;

· Choosing which business (or products) to abandon, which of the continuing ones to emphasize, and which new ones to enter or add.

       The critical entrepreneurial skill is making strategic choices that keep the organization in position to enjoy sustained success. Because situations differ from organization to organization, as well as from time to time, the entrepreneurial task of formulating strategy always requires heavy doses of situational analysis and judgment, with the aim being to achieve “goodness of fit” between strategy and all the relevant aspects of the organization’s internal situation and external environment. One of the special values and contributions of managers is an ability to develop customized solutions that fit the unique features of an organization’s situation.
          Strategy Implementation and Execution    Putting the strategy into place and getting individuals and organizational subunits to go all out in executing their part of the strategic plan successfully is essentially an administrative task. The managerial challenge to “make it happen involves”:

· Building an organization capable of carrying out the strategic plan.

· Developing strategy-supportive budgets and programs.

· Instilling a strong organization wide commitment both to organizational objectives and the chosen strategy.

· Linking the motivation and reward structure directly to achieving the targeted results.

· Creating an organization “culture” that is the tune with strategy in every success-causing respect.

· Installing policies and procedures that facilitate strategy implementation.

· Developing an information and reporting system to track and control the progress of strategy implementation.

· Exerting the internal leadership needed to drive implementation forward and to keep improving how the strategy is being executed. 

       Developing an action agenda for implementing and executing strategy involves managers at all levels, from headquarters on down to each operating department, deciding on answers to the question, “What is required for us to implement our part of the overall strategic plan and how can we best get it done?” Doing this task well means scrutinizing virtually every operating activity to see what actions can be taken to improve strategy execution and to instill strategy-supportive practices and behavior.

       The administrative tasks of implementing and executing strategy involve a process of moving incrementally and deliberately to create a variety of  “fits” that bring an organization’s conduct of its internal operations into good alignment with strategy. The value of consciously fitting the “way we do things around here” to the requirements of first-rate strategy execution is that it produces a strategy-supportive organizational culture and work climate. Implementation is soon defeated if the ingrained attitudes and habits of managers and employees are hostile or at cross-purposes with the needs of strategy and if their customary ways of doing things block strategy implementation instead of facilitating it. A number of fits are thus needed:

· Between strategy and the internal organizational structure.

· Between strategy and organizational skills/technical know-how/operating capabilities.

· Between strategy and the allocation of budgets and staff size.
· Between strategy and organization’s system of rewards and incentives.

· Between strategy and internal policies, practices and procedures.

· Between strategy and the internal organizational atmosphere (as determined by the values and beliefs shared by managers and employees, the philosophies and decision-making styles of senior managers, and other factors that make up the organization’s personality and culture.)

      The stronger these fits, the more strategy-supportive an organization’s way of doing things.

      Broadly viewed, the management task of strategy implementation is one of scrutinizing the whole internal organization to diagnose what strategy-supportive approaches are needed and what actions to take to accomplish them. Then the different pieces of the implementation plan need to be arranged into a pattern of action that will produce orderly change (from the old strategy to the new strategy) rather than creating disruption and dissatisfaction with the way things are being handled. Both the sequence of actions and the speed of the implementation process are important aspects of uniting the entire organization behind strategy accomplishment. The leadership challenge is to so stimulate the enthusiasm, pride and commitment of managers and employees that an organizationwide crusade emerges to carry out the chosen strategy and to achieve the targeted results.

         Evaluating Strategic Performance and Making Corrective Adjustments       Neither strategy formulation nor strategy implementation is a once-and-for-all-time task. In both cases, circumstances arise which make corrective adjustments desirable. Strategy may need to be modified because it is not working well or because changing  conditions make fine-tuning, or even major overhaul, necessary. Even a good strategy can be improved, and it requires no great argument to see that changes in industry and competitive conditions, the emergence of new opportunities or threats, new executive leadership, a reordering of objectives, and the like can all make a change in strategy desirable. Likewise, with strategy implementation there will be times when one or another aspect of implementation does not go as well as planned, making adjustments necessary. And changing internal conditions, as well as experiences with current strategy execution, can drive different or improved implementation approaches. Testing out new ideas and learning what works and what doesn’t through trial and error is common.
       Thus, it is always incumbent upon management to monitor both how well the chosen strategy is working and how well implementation is proceeding, making corrective adjustments whenever better ways of doing things can be supported. The function of strategic management is ongoing, not something to be done once and then neglected.
   The Process of Strategic Management
       Because each component of strategic management entails judging whether to continue with things as they are or to make changes, the task of managing strategy is a dynamic process – all strategic decisions are subject to future modification. Changes in the organization’s situation and ups and downs in financial performance are constant drivers of strategic adjustments. 
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    Characteristics of the Process    While defining the business, establishing strategic objectives, formulating a strategy, implementing and executing the strategic plan, and evaluating performance accurately portray the conceptual elements in managing an enterprise’s strategy, the process is not quite so cleanly divided and neatly performed in actual practice. First, managers do not necessarily, or even usually, go through the  sequence in rigorous lockstep fashion. Often there is interplay back and forth between the elements; for example, consideration of what strategic actions to take can provoke discussions of whether and how the strategy can be implemented with real effectiveness. Moreover, the boundaries between the components are sometimes hard to distinguish in practice: establishing a strategic mission shades into setting objectives for the organization to achieve (both involve direction-setting); objective-setting shades into considering whether and how strategies can be formulated to achieve them; and deciding on a strategy is nearly always entangled in discussions about the direction the organization needs to take and the position it should try to assume.
        Second, the tasks involved in strategic management are never isolated from everything else that falls within a manager’s purview. Strategy has to be formulated and implemented in the midst of a managerial schedule that is fragmented with appointments, meetings, paperwork deadlines, unexpected problems and monetary crises. It is incorrect to construe the job of managing strategy as the exclusive task of managers, even though it may well be the most important function they perform where organizational success or failure is concerned.
         Third, the demands that strategy management puts on the manager’s time are irregular. Strategic issues, new opportunities and bright ideas about strategy or its implementation do not appear according to some ordered timetable; they have to be dealt with whenever they arise. Strategic issues soak up big chunks of management time during some weeks and take a backseat in other weeks.

        Finally, formulating and implementing strategy must be regarded as something that is ongoing and that evolves. What qualifies as a surefire high-performance strategy today is sooner or later rendered stale by events unfolding both inside and outside the enterprise. The task of  “strategizing” can never therefore be one-time exercise. While the “whats” of an organization‘s strategic mission and long-term strategic objectives, once established, usually present fairly stable targets to shoot for, the “hows” of strategy evolve regularly in response to changes in an organization’s internal situation and external environment. As a consequence, fine-tuning-type changes in strategic plans, and an occasional major change in strategic thrust, are normal and expected (big strategy changes, however, cannot be made often). The need to keep strategy in tune with an organization’s changing situation makes the strategic management process dynamic and means that the prevailing strategy is rarely the result of a single comprehensive analysis. Strategic decisions are made over a period of time, not all at once; moreover, previous decisions are modified and decisions to initiate new strategic moves are forthcoming from time to time. Much of the time strategy evolves in a fairly orderly manner, but sometimes the strategy is crisis-driven, forcing a number of big strategic decisions to be made rapidly.
         Similarly, strategy implementation is the product of incremental improvements, internal fine-tuning, the pooling effect of many administrative decisions, and gradual adjustments in the actions and behavior of both managerial subordinates and employees. Implementation is not something that can be made to happen overnight. The transition from the old strategy to executing the new strategy takes time; normally, the larger the degree of strategic change, the more time it takes for the new methods of implementation to take hold.
Questions and Answers -REF 3:
1. What is strategic management?

Strategic management is the process whereby managers establish an organization’s long-term direction, set specific performance objectives, develop strategies to achieve these objectives in the light of all relevant internal and external circumstances, and undertake to execute the chosen action plans. 

2. Which are the components of strategic management? 
          The components of strategic management are: 
- Defining the organization’s business and developing a strategic mission Establishing strategic objectives and performance targets; 

- Formulating a strategy to achieve the strategic objectives and targeted results; 

- Implementing and executing the chosen strategic plan;

- Implementing strategic performance and making corrective adjustments.
3.  Name a  basic direction-setting question when defining the business?
      A basic direction-setting question facing the senior managers of any enterprise is “What is our business and what will it be?”. 
4.  What should the strategic objectives for the organization  specify? 
          The strategic objectives for the organization as a whole should at a minimum specify the following: the market position and the competitive standing the organization aims to achieve, annual profitability targets, key financial and operating results to be achieved through the organization’s chosen activities, and any other yardsticks by which strategic success will be measured.
5. What does the task of formulating strategy entail?

          The task of formulating strategy entails taking into account all of the relevant aspects of the organization’s internal and external situation and coming up with a detailed action plan for achieving the targeted short-run and long-run results.
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Evaluating performance and reformulating the strategic  plan and/or its implementation





Redefine as needed





Revise as needed





Reformulate as needed





Rework as needed





Recycle to phases 1,2,3 or 4 as needed








PAGE  
6

