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VocMat: Strategic Management
Topic 1:  Learning the  language of  Strategic Management                                                                                                                              



This module has been developed by Aberdeen Business School at The Robert Gordon University.

Topic 1: Learning the language of Strategic Management 

Topic Preview

This  first topic gives an introduction to the subject of strategic planning and management, and establishes a foundation for further studies.

Following some discussion definitions of strategic management  and strategic planning and management are generated. The relevance and application of strategy in industry is then considered.

 An explanation of the emergence of strategic planning as a discipline, and an analysis of the characteristics of strategic decisions, are followed by consideration of the importance of strategy in the current challenging environment. 

Finally, the three  levels of strategy are identified: corporate strategy, business unit strategy, and operational strategy.

Topic Content

1. Defining Strategic Management

1.1. What is a strategy?

1.2. What is strategic planning and management?

1.3. The emergence of strategic management.

2. The characteristics of strategic decisions.

3. The need for a strategic approach when managing in turbulent times

4. The Strategic Process
5. Levels of strategy




1. Defining Strategic Management

Strategic Management - the term is synonymous with higher order activity carried out by senior management. It is complex, difficult, and only appropriate for the largest of organisations, right?  
Wrong.

Yes, strategic management is a senior management activity, but it is essentially an approach to management that raises the game above day to day operations. It is relevant to all organisations, but does not need to be complex or difficult…. in fact it just has to make sense.

Once you reach the level of Chief Executive or company director everything has to be simplified, a case in point being the one page executive summaries of reports required by top management. Major capital investment in the corporate hotel sector is signed off at board level on an A4 sheet and short presentation!

As an opening thought consider strategic management as dealing with, and planning for the future of the organisation.

1.1 What is a strategy?

Strategy – the term is used and misused. 

Consider some of the key words associated with a strategic approach:

long term, future orientated, thinking and planning, considering options and the current organisational position and business awareness

but also

common sense, and, a waste of time.

Strategy and a strategic approach is not: a bureaucratic or administrative exercise, a waste of time or complex!

 “Strategy is the direction and scope of an organisation over the long term: ideally, which matches its resources to its changing environment, and in particular its markets, customers and clients so as to meet the stakeholder expectations.”

(Johnson and Scholes, 1993)

“Strategies are means to ends, and these ends concern the purpose and objectives of the organisation.  They are the things that businesses do, the paths they follow, and the decisions they take, in order to reach certain points and levels of success.”

(Thompson, 2001)

What these definitions tend to overlook, in their chosen words and emphasis on a systematic and ordered view, is the critical importance of market place competitor activity in the mix of key strategic issues.  

Getting the right “strategic fit” with the needs of customers, taking account of the effect of competitive forces is essential in today’s fast-moving world.

In it’s most simplified state the academic study of strategy shakes down to the three-question model of strategy:

· Where are we now?

· Where do we want to be?

· How do we get there?

These three key questions relate directly to the three main areas of strategic planning defined in section 1.1 – analysis, choice and implementation. 





Figure 1.1 (From Johnson and Scholes, 1999, page 18.), A basic model of the strategic management process.
There are a number of names or terms for a ‘strategy’, which are usually inter-changeable, such as: Corporate Strategy, Strategic Management or Management Policy.

The important point being that attention is being paid to long-term issues, and that a future plan is being constructed.

It is worth remembering that strategy owes much of its early development to military operations and war. Consider the plans drawn up to win battles, how troops and resources are planned to be deployed, the role of intelligence in finding out about enemy activity, the timing of operations……..not unlike modern business? 

Strategies are a means to an end; that end being the pursuit of the purpose of the organisation expressed in its statements of mission and objectives. Strategies must, obviously, be created and implemented to be effective.

Strategy, then, is a comprehensive plan for accomplishing an organisation goal.

1.2 What is ‘strategic planning and management’?

“It is not enough to say that it is the management of the process of strategic decision-making”.

“First, it should be pointed out that the nature of strategic management is different from other aspects of management”.

“Nor is strategic management concerned only with taking decisions about major issues facing the organisation. It is also concerned with making sure that the strategy is put into effect. It can be thought of as having three main elements….”

“There is strategic analysis, in which the strategist seeks to understand the strategic position of the organisation.  There is strategic choice, which is to do with the formulation of possible courses of action, their evaluation and the choice between them.  And there is strategy implementation, which is concerned with planning how the choice of strategy can be put into effect, and managing the changes required.”

(Thompson, 2001)

Strategic Management

In essence, a comprehensive and ongoing management process aimed at formulating and implementing effective strategies; it is a way of approaching business opportunities and challenges.

Effective Strategy – (every organisation’s ideal) 

A strategy that promotes a superior alignment between the organisation and its environment and the organisation and the achievement of its strategic goals.






(Adapted from Griffin, 2002, page 228).

Strategic planning and management is the process approach adopted to go through the stages of strategic management to arrive at the optimum choice(s), and may be defined as the identification and selection of viable route(s) for achieving the long-run objectives of the organisation.

1.3 The emergence of strategic management

As touched on earlier, much of the language used in strategic management derives from a military context. Modern application of strategic thinking to business studies emerged in North America in the late 1950s and early 1960s, and has developed and evolved since that time.

Several key stages can be identified:

· The initial basis for analysis was the corporate planning approach, developed to make sense of the increasingly complex multi-national organisations emerging in the post-war economy. This remained a largely finance and control based exercise in relatively stable markets.

· Porter (1980, 1985), drew attention to positioning and competitive advantage, which started to provide an analytical framework for the increasingly market-based approach being adopted.

· The emergent nature of strategy development as a response to a series of decisions and circumstances, helped to explain the dynamic effects of competitive environments.

· In balance to these market-driven views of strategy, resource-based thinking is built on the critical strategic strengths of organisations, and seeks to exploit these advantages.

· The effects of strategic leadership and entrepreneurship are critical to some organisations in developing strategy. Bill Gates’ vision of a PC in every home, was a substantial part of the strategic approach of Microsoft.

· Most recently, organisations have recognised through risk management and crisis management, that scenario planning can be very helpful in avoiding strategic failure.

These various stages of evolution have added layers of more complex understanding to the study of strategic management.

Thompson shows these stages of the development as a pyramid of concepts: 





Figure1.2 (From Thompson, 2001, page 27.) Stages in the emergence of strategic management.

2. The characteristics of strategic decisions.

There is broad recognition amongst commentators that strategic decisions are different to the type and nature of business decisions experienced on a day to day basis. These are of an operational or tactical nature (back to military roots!). 

Johnson and Scholes (1999, pages 36 &37.) identify a range of characteristics associated with the words ‘strategy’ and ‘strategic decisions’. In summary, they conclude:

· Strategic decisions are concerned with the scope of an organisation’s activities. What business is the organisation involved in, and what boundaries does it impose on activity?

· Strategy matches the activities of the organisation to its operating environment in the form of opportunities and threats in order to optimise performance

· Strategy also matches the activities of an organisation to its resources – its capabilities in terms of strengths and weaknesses, financial strength and operating experience.

· Strategic decisions have major resource implications in terms of the resources required as well as the skills required to manage effectively.

· Strategic decisions are likely to have a cascade effect throughout the organisation on all operating-plans, systems and procedures.

· Strategies are affected by the values and expectations of stakeholders in the organisation, with those holding most power having the strongest influence.

· Strategic decisions are likely to affect the long term direction and performance of an organisation.

Tribe (1997, page 13.) also identifies ‘characteristics common to all (strategic) forms of analysis’, which:

6. ‘are complex rather than simple

7. are integrated rather than isolated

8. are long-term rather than short-term

9. are proactive rather than reactive

10. have an impact on the whole rather than a part of the organization

11. involve major rather than minor change

12. involve grand design rather than marginal tinkering

13. are made by those in positions of power in the organization rather than subordinates.’

Moutinho (2000, page 260) identifies that strategies are different from tactics, and offers a comparison of strategic and tactical planning which identifies these differences:


                          Strategic Planning                   Tactical Planning

Duration           Long term (>3 years)               Short term (> 1 year)

Done by           Senior management &               Middle management

                        Top marketing management

Information      Mainly external                        Mainly internal

Detail                Broad and subjective                Detailed information and analysis

Figure 1.3 (From Moutinho, 2000, page 260.) Comparison of strategic and tactical planning

In addressing business planning and strategy with particular emphasis on the tourism industry, he identifies strategy characteristics:

14. Strategies are limited in number, companies pursuing one or a few;

15. There is multi-department involvement;

16. The allocation of resources is subject to constant change;

17. There are long term effects representing changes to position, direction and ultimately performance.

Strategy looks deceptively easy, but as we will see as the course progresses, strategic management operates in a complex world of shades of grey, with ambiguous information (or lack of it), and the highest of prices to pay for wrong decisions or ineffectual implementation. 

3. The need for a strategic approach when managing in turbulent times
Strategic management is not an exact science. There are many different perspectives, choices of solutions; many valid individual judgements based on experience, and a myriad of complexities. 

There is no ‘right’ way to prepare and implement a strategy, but a range of options that will produce different outcomes for each organisation. Part of the craft and skill of strategic management is being able to use the tools available to produce the ‘best fit’ strategy for the particular organisation in its special circumstances.

Thompson and others identify a range of complex issues, which started to combine in the 1970s and 1980s to produce a business environment that was becoming ever more dynamic, difficult and hostile:

· economic turbulence caused by economic cycles of boom and bust, exchange rate fluctuations, inflation, the cost of raw materials and energy, and the policies pursued by different governments;

· permanent change manifest in operating environments;

· fierce competition, increasingly on a global scale;

· differential management ability, and consequent performance;

· limited resources available;

· rapid technological progress, especially in terms of information technology, telecommunications, and leisure products;

· increased legislation for consumer protection, health and safety and monopolies control, putting the consumer, and the choice they exerted, rather than the producer, in the driving seat;

· increasing organisational size and complexity, with multi-product, multi-national organisations now more commonplace

To which we can add other issues that have emerged since this analysis, and/or specific issues that are relevant in the tourism context:

· Product and service convergence, as building societies become banks, supermarkets offer financial services and electrical goods, tour operators become travel agents, and telephones evolve into computers.

· New channels of distribution based on the internet;

· Information overload, with too much data remaining unconverted into useful knowledge;

· Substantial and sustained reductions in the cost of international travel;

· Unexpected events with a catastrophic effect, such as the outbreak of foot and mouth disease in the UK, and the terrorist attacks of September 11th, 2001;

· Shorter product life-cycles;

· Sophisticated and experienced customers.

‘The new condition that organizations find themselves in is therefore one of danger.  Thus the environment previously characterized by the four Ss (static, single, simple and safe) is now characterized by the four Ds (dynamic, diverse, difficult and dangerous).’

Tribe (1997, page 15)

The need to think for the longer term, and to plan carefully for the future has become more necessary as the risks become greater, competition stronger,
and consumers more sophisticated, and demanding.


4. The Strategic Process
Tribe (1997, page 7) describes a strategy process that has four key component parts:

· Mission

· Strategic analysis

· Strategic choice, and

· Strategic implementation

4. Strategic Process
Figure 1.4 shows the main elements that Tribe regards as having a key influence on tourism organisation strategy development. You will find similar diagrams in many books on strategy










Figure 1.4 From Tribe (1997, page 7). The framework of corporate strategy

In this module of study, we will take the approach of studying a broadly systematic approach to business strategy – because it tends to be the approach adopted by most organisations - whilst comparing and contrasting this to the real world of tourism management, through the study of case material.  In this way, techniques will be assessed in the context of the challenges and opportunities facing tourism businesses. 

Every organisation has different challenges to face, and different opportunities to realise, and a wide range of tools selected as most appropriate, for the reality of the conditions found, is the safest way to proceed in an area of business where success is measured in terms of survival.

5. Levels of strategy

Strategic planning requires organisations to project into the future in order to survive and prosper.  

Especially in complex organisations, strategies can have many levels and formats, so that the vision and mission are translated into achievable objectives for managers and work teams. Ideally, everyone in an organisation should know what their own contribution is to the realisation of the mission.

Johnson and Scholes (1999, pages 11-13) identify three levels of organisational strategy, and define them as follows:

‘Corporate strategy is concerned with the overall purpose and scope of the organisation to meet the expectations of owners or major stakeholders and add value to the different parts of the enterprise.

‘Business unit strategy is about how to compete successfully in a particular market. A strategic business unit is a part of the organisation for which there is a distinct external market for goods and servcies.

‘Operational strategies are concerned with how the component parts of the organisation in terms of resources, processes, people and their skills effectively deliver the corporate- and business-level strategic direction.’

Thus we can summarise that: 

· The business as a whole needs a plan or corporate strategy. 

· Each distinct operating unit needs a plan or competitive strategy in order to succeed in its own area of activity. 

· The separate departments which make up the areas of expertise contributing to the organisation, (Finance, IT, HR and marketing for example) each need a functional strategy.

· Furthermore, there needs to be active co-ordination of all of these levels of strategy, in order to ensure that they are all integrated and aligned to the overall strategy of the organisation, and that the collective benefits of synergy are captured.



Further Reading

Johnson and Scholes, Chapters 1 & 2

Tribe, Chapter 1

References

Griffin,R.W., 2002, Management, 7th Ed., Houghton Mifflin, Boston 

Johnson, J., and Scholes, K., 1999 Exploring Corporate Strategy, Texts and Cases, 5th Ed., Prentice Hall: London

Middleton, V.T.C., 2001, Marketing in Travel and Tourism, 3rd Ed., Butterworth Heinemann: Oxford

Moutinho, L., (Ed.) 2000, Strategic Management in Tourism, CAB International: Wallingford

Thompson, J.L., 2001, Strategic Management – Awareness and Change, 4th Ed., Thomson: London

Tribe, J., 1997, Corporate Strategy for Tourism, International Thomson Business Press: London.

Topic Review

A strategy is a pattern or plan which is designed to achieve the organisation’s objectives. It answers the three questions:

· Where are we now?

· Where do we want to get to?

· How do we get there?

Strategic Planning is the process of analysing, choosing and implementing strategy.

Strategic planning emerged during the 1970s and 1980s as a response to turbulent operating environments.

Strategic decisions are complex, integrated, long-term, proactive, impact on the whole organisation, involve major change, are made by those in positions of power, and is driven by the changes in the external operating environment.

At a fundamental level, strategy is about understanding, choosing and implementing, and takes place at three levels:

· Corporate Strategy defines the overall purpose and scope of the organisation

· Business Unit Strategy is about how to compete successfully in a particular market;

· Operational Strategies are concerned with component parts of the organisation
Terminology
· “A strategy is the pattern or plan that integrates an organisation’s major goals, policies and action sequences into a cohesive whole.”

· Strategic planning and management is, therefore, the whole process of constructing, implementing and reviewing the strategy.

· ‘Corporate strategy is concerned with the overall purpose and scope of the organisation to meet the expectations of owners or major stakeholders and add value to the different parts of the enterprise.

· ‘Business unit strategy is about how to compete successfully in a particular market. A strategic business unit is a part of the organisation for which there is a distinct external market for goods and servcies.

· ‘Operational strategies are concerned with how the component parts of the organisation in terms of resources, processes, people and their skills effectively deliver the corporate- and business-level strategic direction.’
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Directed Reading





Read Thompson Chapter ………..
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Turbulent times in the Tourism industry - critical appraisal on British Airways in the 1990s


A lack of focus evident in strategy, not really sure how to develop. Believing their own “spin”, world’s favourite airline – implication of complacency.


Launch of GO, trying to compete with the low cost airlines, (mini case at start of topic) without the advantages. A strategy doomed to failure; BA was just not set up to compete in this market as operating costs too high.


Explain:_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


External environment moved against air travel. Reduction in air travel generally, and the transatlantic routes in particular.


Concorde crash then grounded, loss of prestige, and revenue replaced by costs.


Focus traditionally on high spend customers, margins relied on them. What do they now want?


Could a better strategic approach have lessened the impact of the turbulent times on British Airways?


Anything you would have done, concentrate on core activities and markets for example?
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Strategy and “fit” 


We started out with some key words in relation to strategy, now try to pull all the thoughts together!


You give the key words you would now use in connection with the term strategic fit in your organisation, OR Whitbread.






































Here are some to compare against
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