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Chapter 1 Srrusegic Managerent

decisions, their greater awarencess of the parameters that limit the available options makes
them more likely o accept those decisions.

THE STRATEGIC MANAGEMENT PROCESS

Businesses vary in the processes they use to formulate and direct their strategie management
activities. Sophisticated planners, such as General Electrie, Procter & Gamble, and IBM, have
developed more detailed processes than less formal planners of similar size. Small businesses
that rely on the strategy formulation skills and limited time of an entreprencur typically exhibit
more basic planning concerns than those of larger firms in their industrics. Understandably, firms
with multiple products, markets, or technologies tend to use more complex strategic management
svstems. However, despite differences in detail and the degree of formalization, the basic compo
nents of the madels used to analyze strategic management operations are very similar,
Because of the similarity among the general models of the strategic management pro-
cess, it is possible (o develop an eclectic model representative of the foremost thought in
the strategic management arca. ‘This model is shown in Exhibit 1.5, [t serves three major
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long-term
objectives

The results that an
organizanon seeks

achieve over a multiyear

peried.

generic strategies
Fundamental philo-
sophical options for the
design of strategies.

grand strategies
The means by which
objectves are achieved.

short-term
objectives
Desired results that
provide specific
guidance for action
during a period of
one year or less.

functional tactics
Short-term, narrow
coped plans that detail
he “means” or activities
1at a company will use
) achieve short-term
bjectives.
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Strategic analysis and choice in single or dominant product/service businesses center
around identilying strategics that are most cflective at building sustainable cor'npetltwe
advantage based on key value chain activities and capabilitics—core competencies of the
firm. Multibusiness companies find their managers focused on the question ol whlct? com-
bination of businesses maximizes sharcholder value as the guiding theme during their stra-
tegic analysis and choice,

Long-lerm Objectives
The results that an organization secks over a multiyear period are its long-term objectives.
Such objectives typically involve some or all of the following arcas: profitability, return

on investment, competitive position, technological leadership, productivity, employee rela-
tions, public responsibility, and employee development.

Generic and Grand Strategies

Many businesses explicitly and all implicitly adopt one or more generic Strategie§ char-
acterizing their competitive orientation in the marketplace. Low cost, differentiation, or
focus strategies define the three fundamental options. Enlightened managers seek to create
ways their firm possesses both low cost and differentiation competitive advantages as part
of their overall generic strategy. They usually combine these capabilities with a compre-
hensive, general plan of major actions through which their firm intends to achieve its long-
term objectives in a dynamic environment. Called the grand strategy, this statement of
means indicates how the objectives are to be achieved. Although every grand strategy is, in
fact, a unique package of long-term strategies, 15 basic approaches can be identified: con-
centration, market development, product development, innovation, horizontal integration,
vertical integration, joint venture, strategic alliances, consortia, concentric diversification,

conglomerate diversification, turnaround, divestiture, bankruptcy, and liquidation.
Each of these grand strategies will be covered in detail in Chapter 7.

Short-Term Objectives
Short-term objectives are the desired results that a company seeks over a period of one year

or less. They are logically consistent with the firm’s long-term objectives. Companies
typically have many short-term objectives to provide guidance for their functional and
operational activities. Thus, there are short-term marketing activity, raw material usage,

employee turnover, and sales objectives, to name just four.

Action Plans
Action plans translate generic and grand strategies into “action” by incorporating four ele-

ments. First, they identify specific actions to be undertaken in the next year or less as part
of the business’s effort to build competitive advantage. Second, they establish a clear time
frame for completion of each action. Third, action plans create accountability by identify-
ing who is responsible for each “action” in the plan. Fourth, each “action” has one or more
specific, immediate objectives that the action should achieve. Philips Healthcare describes
its action plans for its supply chain in the event of a recession in Exhibit 1.6, Global Strat-

egy in Action.

Functional Tactics

Within the general framework created by the business’s generic and grand strategies, each
business function needs to undertake activities that help build a sustainable competitive
advantage. These short-term, limited-scope plans are called functional tactics. A radio ad
campaign, an inventory reduction, and an introductory loan rate are examples of tactics.
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strategic control
Tracking a strategy as it
is being implemented,
detecting problems

or changes in its
underlying premises,
and making necessary
adjustments.

continuous
improvement

A form of Strategic con-
trol in which managers
are encouraged to be
proactive in improving
all operations of the
firm,

process
The flow of informa-
tion through interre-
lated stages of analysis
loward the achievement
of an aim,
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Restructuring, Reengineering, and Refocusing the Organization o .
Until this point in the strategic management process, managers h(':lVC mamta'm’cd ahdem -
cdly market-oriented focus as they formulate strategics and hcgm lmplcmcm.auonttt. routie
action plans and functional tactics. Now the process takes an internal f()cus—-—gie.llng‘f ‘
work of the business done cfficiently and effectively so as to mz'xkc' the strategy success ud.
What is the best way (o organize oursclves 1o accomplish (,.hc_ fmﬂ;su)n? Where should lea e
crship come from? What values should guide our daily activitics—what should the organi

zation and its people be like? How can we shape rewards to chf?urage’appr()priit'c actmr;‘?
The intense competition in the global marketplace has madc FhlS traditionally lnterna"l y
focused” set of questions—how the activities within their business are co.nflucted——recast
themselves with unprecedented attentiveness to the marketplac:e. Dowrzszz'mg, reslruct'ur—
ing, and reengineering are terms that reflect the critical stage in strate:gy implementation
wherein managers attempt to recast their organization. The company’s strugtgre, leader-
culture, and reward systems may all be changed to ensure cost competitiveness and

ship,

quality demanded by unique requirements of its strategies. . o

The elements of the strategic management process are evident in the turnaround activi-
strategy to lower costs,

ties at Ford Motor Company. In 2008, Ford undertook to create a
improve designs, and increase brand appeal. These improvements were

increase efficiency, ] .
needed to keep cash flows up to cover risin g pension costs. For Ford to accomplish this new
strategy it had to improve operations. New executives were brought in to lead product de-

velopment and financial controls. To break down the bureaucratic boundaries, a committee
ployees from the major functional areas, and it was given the

was created that included em
assignment to reduce the time needed to develop a new-concept vehicle.

Strategic Control and Continuous Improvement
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Strategic Management as 3 Process
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