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Concept Notes
Chapter -1
Introduction to Strategic Management

Section B

INTRODUCTION

This chapter emphasizes the importance of 'strategic management' in the context of
heightened competition, where business management has taken on a strategic dimension.
For professionals like Chartered Accountants and executives working towards business
growth, having a solid understanding of strategic management concepts is crucial. It
underscores the need for strategic thinking to navigate the complexities of the competitive

business landscape effectively.

MEANING AND NATURE OF STRATEGIC MANAGEMENT

Management, in one sense, refers to the leadership group in an organization responsible
for making it purposeful and productive by integrating diverse resources. This includes
manpower, money, material, and technology. The success of an organization depends on
the competence and adaptability of its management, which must also facilitate
organizational change for effective interaction with the environment. In another sense,
management involves a set of interrelated functions like planning, organizing, directing,
staffing, and controlling to attain organizational objectives. Management is an influential
process driven by power, competence, knowledge, and resources, involving the formulation

of goals and strategies to cope with environmental changes.

Strategic management is the process where managers undertake activities to position their
firms for successful competition. It includes developing the firm's vision and mission,
strategic analysis, setting objectives, choosing and implementing strategies, and evaluating

performance.
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CONCEPT OF STRATEGY

In business, 'strategy' refers to how a company responds to external challenges while
pursuing its vision and objectives. It's a game plan designed to navigate complexity and
reduce uncertainty caused by environmental changes. Strategy aligns organizational goals
with the means to achieve them, guiding market position, operations, customer satisfaction,
and competitive success. Essentially, it's a unified and long-term approach to secure a
strategically advantageous position in the corporate landscape.

In business, 'strategy' is a long-term plan defining an organization's desired image, direction,
and destination, addressing what it wants to be, do, and how. Various definitions highlight
its essence, such as Igor H. Ansoff describing it as the common thread defining the nature of
a business, and William F. Glueck defining it as a unified plan to achieve enterprise

objectives.

Strategies are not always the result of deliberate planning; they can also be reactive
adaptations to unforeseen developments. Crafting a strategy involves a blend of
proactive/intended strategies based on prior experience and reactive/adaptive strategies
responding to changing circumstances. Strategies help unravel complexity, reduce
uncertainty, and address challenges, like the transformative impact of UPI in digital

payments.

Ultimately, strategy is a consciously considered and flexible scheme to mobilize resources,
direct efforts, handle events, and meet challenges for corporate survival and success. While
imperfect, it provides dynamic direction, focus, and cohesiveness, filling the need for more
than just objectives. In large organizations, strategies are formulated at corporate,
divisional, and functional levels, with a blend of proactive and reactive elements to navigate

the dynamic business environment.

STRATEGIC MANAGEMENT — IMPORTANCE AND LIMITATIONS
Strategic management is crucial for organizations to achieve superior performance, create a
competitive advantage, and successfully navigate a constantly changing environment. It

involves the continuous process of developing a strategic vision, setting objectives, crafting,
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implementing, and evaluating strategies, all aimed at ensuring the organization's survival,
growth, and adaptation to external opportunities and threats in light of its strengths and

weaknesses.

Importance of Strategic Management

In the dynamic business environment, organizations must embrace strategic management
to ensure survival and growth. By continuously analyzing, formulating, and implementing
strategies, they can adapt to changes, gain a competitive advantage, and avoid the fate of
industry giants that failed to evolve, such as Nokia and Kodak. Strategic management is the

key to navigating the business warfare landscape and achieving success.

» Direction and Goal Setting: Strategic management provides a roadmap for companies by

defining realistic goals alighed with their vision.

» Proactive Decision-Making: It enables organizations to be proactive, analyzing and acting
on situations rather than reacting, allowing them to control their destiny amid

environmental uncertainties.

» Decision Frameworks: Strategic management offers decision-making frameworks for
crucial aspects like business, products, markets, investments, and structure, guiding the

entire organization toward its objectives.

» Opportunity Identification: Acting as a pathfinder, it helps organizations identify and

capitalize on opportunities, ensuring they are well-prepared for the future.

» Corporate Defense: It serves as a defense against costly mistakes, preventing errors in

product market choices or investments that could negatively impact the organization.

» Longevity and Sustainability: Strategic management enhances a business's longevity by

helping it navigate competition, ensuring it doesn't rely solely on luck but takes deliberate

actions for sustained survival and growth.
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» Core Competencies and Competitive Advantages: It aids in developing unique strengths

and advantages, giving the organization a competitive edge in the industry and contributing

to its fight for survival and growth.
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The significance of strategic management lies in achieving superior organizational
performance, surpassing competitors in a competitive environment. However, it's important
to recognize that certain decisions, such as promoting diversity, inclusion, and equity, may
have intrinsic value but may not strictly align with strategic objectives. Organizations must

balance strategic goals with socially responsible initiatives for compreh sive success.
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LIMITATIONS OF STRATEGIC MANAGEMENT

Strategic management faces limitations, such as the inability to foresee all external
uncertainties, changing market conditions, and challenges in adapting to rapid technological
changes. Additionally, the complex execution of strategies across diverse organizational
levels and potential employee resistance may hinder the consistent success of strategic

management initiatives.

Environment is highly complex and turbulent

In a complex and turbulent environment, organizations face challenges predicting and
adapting to the future accurately, posing a risk to strategic plans. For instance, reliance on
government support for Two-Wheeler Electric Vehicles faced setbacks due to safety
concerns, highlighting that blindly following a business strategy may fail in a turbulent

environment influenced by unforeseen factors.

Strategic management is a time-consuming process

Strategic management, while crucial, can be time-consuming for organizations as they
invest significant time in planning and communicating strategies, potentially disrupting daily
operations. Similar to students spending excessive time planning their study routines, if
businesses allocate too much time to planning and formulation, it may hinder their ability to

effectively implement strategies and achieve success.

Strategic management is a costly process

Strategic management incurs significant costs for organizations, involving expenses for
engaging expert planners, analyzing internal and external environments, devising strategies,
and implementing them. This can pose a financial burden, especially for small and medium-
sized organizations with limited resources, as the need for skilled strategic experts makes

the overall process expensive and resource-intensive.

Competitive Scenario
In a competitive landscape, accurately predicting how competitors will respond to a firm's
strategies is challenging, as most strategic decisions are made behind closed doors by top

management. For instance, Apple's move to remove the 3.5mm audio jack from iPhones
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disrupted the speaker industry, forcing other brands to invest significant efforts in

developing their own true wireless speakers (TWS) to stay competitive in the market.

STRATEGIC INTENT (VISION, MISSION, GOALS, OBJECTIVES AND VALUES)
Strategic management is the process of planning, executing, evaluating, and controlling
strategies to achieve an organization's goals. These goals, known as strategic intent, are

defined by senior managers who determine what the organization wants to do and why.

Strategic intent is like the organization's philosophy, outlining its long-term purposes, vision,
and desired market position. Having a clear strategic intent is crucial for any organization's
future success and growth, regardless of its size or nature, as it provides direction and clarity

about what the organization stands for and what it aims to achieve.

VISION

A strategic vision is a key part of a company's strategic planning. It involves senior managers
deciding on the company's direction, product focus, target customers, and technology
emphasis. This vision outlines where the company wants to go and why it makes sense. It
guides the company's future path and shapes its identity. A clear strategic vision
communicates the company's aspirations to stakeholders and aligns its personnel towards
common goals. For example, Henry Ford's vision of "a car in every garage" inspired and
guided the Ford Motor Company. Companies like HDFC Bank, LIC, and Apple also have well-

defined visions that drive their strategic decisions and inspire their employees.

The key points about the essentials of a strategic vision are:
Creativity for the Future: Developing a strategic vision requires creative thinking about how

to ready the company for the future. It's about innovative and forward-looking ideas.

Intelligent Entrepreneurship: Forming a strategic vision is a smart and entrepreneurial

exercise, meaning it involves making wise choices and plans for the company's future.

Creating Enthusiasm: A well-articulated strategic vision should excite and energize the

organization's members. It motivates them to work towards the vision's realization.
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Clear Direction: The best vision statements should clearly and vividly show the direction in
which the organization is heading. It acts as a guiding light for everyone, making the path

ahead clear and understandable.

MISSION

A mission statement is like a company's compass, answering the question, "What is our core
business, and what do we do?" Many companies struggle when they can't clearly define
their mission because it hinders their ability to spot opportunities and develop effective
strategies. For organizations aiming to manage themselves strategically, having a well-
defined mission is crucial as it forms the foundation for strategic planning. In simpler terms,
it's like knowing your company's purpose and direction, which is essential for success.

An organization's mission is essential for several reasons. It ensures everyone shares a
common purpose, guiding the allocation of resources and motivating employees. The
mission sets a professional tone, serving as a focal point for those aligned with the
organization's goals. It helps translate objectives into tasks, creating a structured work plan,
and allows the organization to specify its purposes and goals for assessment and control.
For example, HDFC Bank aims to provide banking services to retail and wholesale customers
while ensuring profitable growth. LIC focuses on enhancing people's lives through financial
security and economic development. Apple is committed to delivering the best user
experience through innovative hardware, software, and services. These missions define

their identities and steer their actions in the business world.

GOALS AND OBJECTIVES

Business organizations translate their vision and mission into goals and objectives. While
some distinguish goals as open-ended and objectives as specific, we'll use the terms
interchangeably. Objectives are precise, close-ended targets that reflect both long and
short-term perspectives. They serve as performance targets, guiding organizational efforts
and providing benchmarks for evaluation. Organizations, like HDFC, have multiple objectives

aligned with their overall vision, sustaining themselves through an ongoing pursuit of these
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objectives. Objectives give meaning and direction to organizational activities, influencing

structure, resource allocation, and performance tracking.

These points highlight the key characteristics of meaningful objectives with a strategic
focus:

e Objectives should define how the organization interacts with its environment.

e They should support the achievement of the organization's mission and purpose.

e Objectives should guide strategic decision-making.

e They serve as performance evaluation benchmarks.

e Objectives should be specific and concrete.

e They should have a defined time frame for achievement.

¢ Objectives should be measurable and controllable for tracking progress.

e They should be challenging to drive improvement.

VALUES

Values are crucial in business because they shape how people think and act, particularly in
challenging situations. They provide a shared purpose, establishing a strong foundation for a
company's long-term success. When a company's values align with its employees and
customers, it fosters trust, loyalty, and resilience, as demonstrated during the COVID-19

pandemic when many organizations prioritized their values by putting people first.
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STRATEGIC LEVELS IN ORGANISATIONS

In large organizations like Patanjali, distinct self-contained divisions, such as healthcare,
FMCG, and Organic Foods, operate independently to manage and sustain their respective
businesses. Each division focuses on its specific product or service, allowing for efficient
management and strategic decision-making tailored to the unique needs of each business
segment.

In organizations, there are three key management levels: Corporate, Business, and
Functional. General managers operate at the corporate and business levels, overseeing self-
contained divisions known as Strategic Business Units (SBUs). These divisional managers
focus on achieving growth and competitive advantage within their specific product lines,

making strategic decisions for the overall health and profitability of their divisions.

Corporate Level

The corporate level of management, comprising the CEO, senior executives, and the board
of directors at organizations like the Adani Group, plays a crucial role in strategic decision-
making. They oversee the development of comprehensive strategies that define the
mission, business portfolio, and resource allocation for the entire organization. The Adani
Group, headquartered in Ahmedabad, exemplifies effective corporate-level management by
successfully navigating diverse sectors such as mining, ports and airports operation, power
generation, transmission, and cement, showcasing a strategic approach to its multifaceted

business operations.

Business Level

In summary, while corporate-level managers provide an overarching organizational strategy,
business-level managers, headed by the principal general manager, focus on translating
these strategies into specific actions for their individual business units. Business-level
managers oversee the day-to-day operations, ensuring that corporate goals align with

practical strategies tailored to the unique needs of each business division.
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Functional-Level

Functional-level managers focus on specific business functions such as human resources,
purchasing, and product development. While their responsibility is confined to a particular
organizational activity, they play a vital strategic role by developing functional strategies
that align with the overall objectives set by general managers at the business and corporate
levels. These managers provide essential information for formulating realistic strategies and
can contribute valuable ideas, making it crucial for general managers to listen closely to
their insights. Additionally, managers at the operational level hold a significant responsibility

for executing corporate and business-level plans during the strategy implementation phase.

Network of relationship between the three levels

The corporate level sets the overall goals, the business level creates plans for execution, and
these ideas flow down to the functional level for implementation and results. The specific
network of relationships among these three levels depends on the organization's culture

and aspirations, allowing flexibility in determining the most suitable approach.

»  Functional and Divisional Relationship:

Description: Independent structure where each function or division is led by a manager

reporting directly to the business head.

Example: Finance, Human Resources, and divisions based on products like kids' and

teenager toys.

» Horizontal Relationship:
Description: Flat structure where all positions, from top management to staff, share the

same hierarchical level, promoting openness and idea sharing.

Example: Common in startups, emphasizing quick idea exchange and innovation.
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» Matrix Relationship:

Description: Grid-like structure where teams from various departments collaborate on
temporary projects, suitable for managing large conglomerates.
Example: Found in large organizations where multiple business level managers oversee

functional teams, complex for smaller organizations but beneficial for larger ones.
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