Unit 1 – Introduction to Strategic Management
The Origins and Evolution of Strategy SG 1 pg. 3; par. 1.4 & TB Ch. 1 pg. 3; par 1.1

Strategic Decisions in military/business context share N.B common characteristics. Strategic Decisions
· are concerned with long-term direction & sustainable success	   require major resources
· involve exploiting links between in- & external environments	   are directed by vision
· are shaped by values & expectations of stakeholders	   are likely to affect whole organisation

The Concept of Strategy SU 1 pg. 4; par. 1.5 Example & further definitive quotes in study guide pg. 4
Purpose of strategy in business: outcompeting rivals through effective interaction with external environment & meeting changing needs of consumers better that rivals – Requires strategic thinking, development of viable & innovative competitive strategies, effective implementation & execution of such strategies.
Recurring themes relating to strategy: 
· making intelligent choices	-   achieving strategic objectives	-   involving action
· involving value creation	-   allocation & optimal resource use	-   competitive advantage
· deploying core competencies	-   interaction with external environment
· awareness of how, when, for what purpose & against whom to compete.
Strategic Planning / Strategy Formulation [SP/SF] SU 1 pg. 5-6; par. 1.6 
SP/SF first phase of an integrated strategic management process (based on strategic thinking & strategy). Stipulates strategies needed to be implemented for achieving organisation's long-term objectives.
Comprise three main decision stages: as adapted from sec 1.2 in TB
1) Deciding on the future of the organisation
Set strategic direction & deciding on org.'s future by formulating vision, mission, strategic intent & long-term obj.
2) Analysing organisation's ex- & internal environments
· Eternal environment: outside forces & events impact on industries & org's therein. Analysis should identify opportunities & threats in both global business environment & org's macro, industry & market environments
 
· Analysing internal environment: to identify internal competitive strengths & weaknesses. Weaknesses should be addressed, but org's must use strengths to capitalise on external environment opportunities

3) Selecting appropriate competitive strategies – strategic choice
Competitive strategies to achieve org's long-term objectives should be consistent with their vision, mission, strategic intent & long-term objectives.
Essence: Strategic planning involves making decisions about organisation's long-term goals & strategies. Becomes an ongoing activity where all managers are encouraged to think strategically & focus on long-term, externally-oriented issues as well as short-term tactical & operational issues.
Strategic Management: The Traditional Process Perspective SU 1 pg. 6-8; par. 1.7 & TB Ch. 1 pg. 3-6; par 1.2
The Strategic Management Process: SU 1 pg. 6-8; par 1.7.2 Example & definitive quotes in study guide pg. 7; TB Figure 1.1 pg. 6
Strategic management: rational sequential approach used to achieve strategic competitiveness, competitive advantage, superior performance & sustainability and can greatly impact long-term profitability & growth. 
Structure of the Traditional Process approach to strategic management:

Governance, sustainability & ethics permeate process becoming imperative to strategic management recently.
Recurring themes relating to strategic management: 
· establish strategic direction	   
· analyse & learn from in- & external environments
· create strategies aimed at achieving competitive advantage & established objectives and execute them
The Practice Perspective of Strategic Management SU 1 pg. 8-10; par. 1.8 & TB Ch. 1 pg. 7-9; par 1.3 & 1.4.1
Criticism of the process approach that led to theory/process divide:
· ignores role of people at all org's levels	-   strategizing as prerogative of top management
· separation of planning & implementation	-   too rational, linear process
· rise in emergent strategies
New Perspectives on Strategic Management: Strategy-as-Practice SU 1 pg. 9-10; par 1.8.
Main drivers of strategy-as-practice approach:
1) Rise of "emergent strategies" versus more traditional, deliberate strategies, also stemming from rapidly changing business environments
2) Increasing involvement in strategizing of people from all levels of organisation.
In real dynamic world of business orgs' strategies have come to be configured in the following ways:
· Planned strategies termed intended strategies – when realised termed deliberate strategies 
· Intended strategies, fall by wayside & not realised termed unrealised / abandoned strategies 
· Strategies not explicitly intended, are unplanned & emerge over time often due to changing environments / competitive circumstances, termed emergent strategies 
· [image: C:\Users\Benita\Documents\Benita Documents\Uni\UNISA 2015\Semester 1\MNG3701\WP_000499.jpg]Emergent strategies realised become deliberate strategies together with realised intended strategies. 
Strategies are often messy, emergent & fraught with failure rather than neat, intended / deliberate. Realisations:
· Strategy is what people do, not what organisations have
· Strategy is not solely the domain of top & executive management
· Strategic management is not a neat & rational process
· Strategy is a conversation & involves dialogue and communication.
Being 'strategic': Refer to TB Fig. 1.2 pg. 9 par. 1.4.1.
1) Is not 'business as usual' / not simply keep doing what's been doing.
2) Reaches across all business functions i.e. organisation-wide issue.
3) Not a quick-fix / small change but large sustained long time change effort.
4) Requires large commitment of resources – not cheap/easy.
5) Influence by many other people but top management is ultimately responsible.
Relevant Concepts in Strategic Management SU 1 pg. 33-36; par. 1.9
Strategic Alignment: SU 1 pg. 33; par 1.9.1
Strategic Alignment: alignment between organisation's strategy & internal operations with leadership playing critical role to accomplish it. Strategic management as a holistic & integrated process, crucially aligns with various dimensions (in- & externally) & manifests differently. Alignment between the organisation's strategy &:
· external environment
· vision, mission, strategic intent & long-term objectives
· focus on financial, customer, internal business processes, learning & growth dimensions (typical balanced scorecard approach)
· organisational architecture, including organisational structure
· leadership, culture & key people in the organisation
Strategy & Quest for Sustainable Competitive Advantage: SU 1 pg. 34; par 1.9.2
Competitive Advantage [CA] occurs when attractive number of buyers prefers company's products/services over competitors', when basis for this preference is durable over the long term.
To be sustainable they must be: 
· too difficult/costly to imitate	-   valuable	-   rare	- non-tradable
· capabilities & distinctive/core competencies in satisfying needs & market demands better than competitors
· durable & based on exceptional deployment of resources
Following competitive business level strategies could also be important sources of competitive advantage:
· cost-leadership strategy
· differentiation strategy
· focus strategy based on either cost leadership / differentiation
· best-cost provider strategy, based on optimal customer value creation
Business Models: SU 1 pg. 35; par 1.9.3
Business model directly related to strategy. According to Thompson business model is "management's blueprint for delivering a valuable product/service to customers in a manner that will generate ample revenues to cover costs & yield attractive profit." i.e. means of ensuring a strategy's profitability.
According to authors, success of business model depends on two critical factors: 
1) Organisation's customer value proposition: outlines approach to satisfying customer needs considered to be good value while allowing for profit.
2) It's profit formula: reflects difference between costs structure & pricing policy that will result in acceptable profits being realised
The Nature of Strategic Decisions SU 1 pg. 36; par. 1.10 & TB Ch. 1 pg. ; par 1.4.5 (N/A)
Strategic Decisions: "those decisions that affect long-term performance of organisation & relate directly to its vision, mission & objectives."
Generally ill-structured & characterised by uncertainty, risk & conflict. Regarding characteristics, strategic decisions:
· are typically taken at higher organisational levels
· contribute to & are directed by organisation's vision
· impact directly on organisation's long-term direction, performance & sustainable success
· optimally exploit links between organisation's internal & external environments
· require large amounts of organisation's resources
· are usually irreversible once made
· are entirely future oriented and likely to affect whole organisation
· are shaped by values & expectations of stakeholders
· usually have multifunctional/multi-business consequences
Tactical decision at middle management impact medium term & tactics tend to be more changeable than strategies.
Operational decisions occur daily at lowest organisational levels. They support the achievement of tactical & functional strategies at middle management level, which in turn supports overall long-term objectives
Two factors influence strategic decision-making: 
1) Cognitive & rational aspects: Strategists attempt to be logical & objective. 
"Bounded rationality" – managers generally restricted by their own information processing capabilities.
2) Political processes: Background (education, culture, etc.), society & politics influence strategists. They can use influence sphere or persuasive/dissuasive language to sway others to their preference.
Elements in decision support systems that can aid strategists, especially where rapid decision-making is required: 
· Develop more than one alternative using strategy simulations. Minimise influence of politicking.
· Get real-time info: pending formal reports, fast decision makers use operational data & informal discussions.
· Rely on experience & trusted advisers not on junior managers & consultants for analyses.
· Try to reach consensus but not at all cost: if time is limited senior staff should just make a decision.


Levels of Strategy in Organisations SU 1 pg. 38; par. 1.11 & TB Ch. 1 pg. 12; par 1.4.6
The Different Levels of Strategy: From Text Book pg. 12

Levels of Strategy & Decision-making Roles in Multi-business & Single Business Organisations: From Study Guide pg. 14

Note: Single business organisations & business units of corporations use business level strategies to compete in their respective industries.
Levels of strategy in both corporations & single businesses must be aligned; Members at all levels should understand overall organisational strategy & its implications at their respective levels. 
This requires extremely effective communication throughout entire organisation.
Importance of Strategic Management: Benefits & Risks SU 1 pg. 39; par. 1.12 & TB Ch. 1 pg. 9; par 1.4.2
Importance/Benefits of strategy & strategic management: refer assignment 1
· Provides cohesive strategic thinking & innovative, future-oriented decision framework for the organisation. 
· Pools contributions by organisational members, thereby facilitating the communication of strategy to all. 
· Verbalisation of organisation's aspirations & serves as source of motivation for everyone in the organisation. 
People & their behaviour are important in shaping strategies. A good strategy can inspire, unite & motivate
Strategic Risk defined as:
· Array of external events &trends that can devastate company's growth trajectory & shareholder value Slywotzky
· Further Categorised into: industry, technology, brand, competitor, customer, project & stagnation risk
· Common view (stemming from complexity & difficulty identifying strategic risk)  that it's about managing risk strategically instead of examining it as a category similar to operational, financial & other risk areas Rowe (2009)
Tests for a Winning Strategy SU 1 pg. 40; par. 1.13 & TB Ch. 1 pg. 13; par 1.4.7
Four common requirements for strategy success: Grant & Jordan (2012:10–12) also TB Ch. 1 pg. 10; par 1.4.4
1) goals that are consistent & long-term 
2) in-depth understanding of competitive environment (opportunities & threats)
3) objective appraisal of resources & capabilities
4) effective implementation & proper alignment
Three tests used to assess success of an organisation's strategy: (Thompson et al 2012:60–62; Walker 2009:30) 
· The goodness of fit test measures how well strategy fits organisation's situation in matching the organisation to the industry and competitive conditions. 
· The competitive advantage test measures whether the strategy can help the organisation achieve a sustainable competitive advantage. 
· The performance test measures performance of the strategy in terms of profitability, financial strength, competitive strength and market standing. 
Two measures from the textbook: 
· Shareholder Capitalism (profit at all cost): creation of shareholder wealth through profitability – heavily criticised as not sustainable and implicated in 2008-9 global economic crisis.
· Stakeholder approach (triple bottom line): balancing often conflicting needs of multiple stakeholders (employees, shareholders, environment etc.)   - criticised for vastly complicating decision-making process
Learning Outcomes SU 1 pg. 2 
· Define strategy, strategic planning and strategic management
· Illustrate and explain the strategic management process
· Justify the emergence of the practice perspective on strategy
· [bookmark: _GoBack]Analyse and evaluate an organisation's strategy
· Critically compare strategic, tactical and operational decisions
· Distinguish between and explain the different levels of strategy in organisations
· Assess the importance, benefits and risks of strategy
· Describe the tests for a winning strategy



Strategic Management


Originated late 1970's
Michael Porter view until 1990's:


move away from corporate planning towards externally focused process


Characterised by:
profit maximisation & focus on competition as key driving force in business environment


Source of CA:
market selection & organisational positioning relative to rivals in chosen markets


1990's: Resouce Based-View [RBV] Understand how capabilities differ


Source of Profit & CA:
internal resources & capabilities 


Environmental change & 2008 Fin. Crisis shape current understanding


strong focus on responsible & ethical corporate behaviour & sustainability












Strategic Planning / Strategy Formulation / 'Thinking' part (Top Managers)


Deciding on organisation's strategic direction (Vision & Mission)


Analysing organisation's external & internal environments (internal and external consistency)


Strategy Implementation / Execution Requirements / 'Doing' part (Middle Managers)


Leadership & culture: time-consuming process of aligning culture with strategic choice


Competencies: 	ensuring right mix of knowledge, skills & attitiudes in individuals


Strategy Review, Feedback & Control


Control measures ensuring that strategies are on track


Selecting appropriate competitive strategies - strategic choice


Learning organisation


Systems, policies & procedures


structure & Organisational architecture 


 Leads to more specific long-term strategic objectives with measurable outcomes


Cascading strategic objectives into short term, functional strategies & policies


Feedback allowing organisation to adapt or react to changing environment
















Where:


Scope:


1. 
Corporate-Level Strategy


Corporate Centre


Multibusiness Corporation


2. 
Business-Level Strategy


Single Business Unit (or Subsidiary)


Markets wherein Competing


3. 
Functional Strategies


Functional Management


Functional Area


Goal:


Shareholder Value


Mergers, Internatianalisation


Example:


Competitive Advantage


Draws means from  corporate centre 


Executing Business Unit Strategy


Human Resources, Marketing























































Level of Strategy:


Corporate Entity:


Single Business Entity:


1. 
Corporate


CEO, Board of Directors, Corporate Staff


None


2. 
Business


Divisional managers & staff of separate business units


Executive manager & senior staff of single business


3. 
Functional


4.
Operational


Functional level managers & staff in each func. area in business unit


Funtional managers & staff for each func. area in the singele business


Frontline managers in operations departments


Frontline managers in operations departments
















































Strategy


"art of war, especially the planning of movements of troops & ships etc. into favourable positioning; a plan of action or policy in business etc" 


Derived from Greek 'strategos' ('stratos': the army; 'ago': to lead) meaning military leader/general.


Aim: 
Military - Defeat Enemy


Business - not as aggressive; strive to gain competitive advantage [CA]


Military & Business:
Use strenghts to exploit competitors' weaknesses


"success is product of ongoing attention to ex- & internal conditions and optimal deployment of resources & capabilities


Information systems are N.B. giving rise to term "competitive intelligence";


roots in military intelligence, used in business to obtain information on competitors


Strategy emerge as corporate planning in USA, 1950s & early 1960s


Chandler describes as pattern of objectives and major policies & plans to achieve them. 
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