Agribusiness Management Process- An Overview

What is strategic Management?

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

The strategic management function is perhaps the most fundamental and most important aspect of management and managing. 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

Strategic management has five critical components:

1. Defining the organization’s business

2. Establishing strategic objectives and performance targets

3. Formulating a strategy

4. Implementing and executing the chosen strategic plan

5. Evaluating strategic performance and making corrective adjustments

1. Defining the organization’s business

Defining the business 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.

Case- General Motors

The fundamental purpose of General Motors is to provide products and services of such quality that our customers will receive superior value, our employees and business partners will share in our success, and our stockholders will receive a sustained, superior return on their investment.

2. Establishing strategic objectives and performance targets

Specific performance targets are needed in all areas affecting the survival and success of an enterprise. 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 competitive standing the organization aims to achieve

· annual profitability targets

· key financial and operating results to be achieved

Case- Standard oil of Indiana (Amoco)

Standard Oil Company of Indiana, which markets its products under the Amoco brand, indicated that its primary objectives were:

· to preserve shareholders capital 

· to increase earnings on an average of 10 per cent a year

· to earn a return of 13 to 15 per cent each year on shareholder’s equity

· to pay out 35 to 45 per cent of earnings in the form of dividends to shareholders

· to maintain a prudent financial structure

·  to compare favorably with competitors

3. Formulating a strategy

Strategy formation is largely an exercise in entrepreneurship. The content of a strategic action plan reflects entrepreneurial judgments about the long-term direction, any need for major new initiatives and actions aimed at keeping the organization in position to enjoy, sustained success. Specific entrepreneurial aspects of the strategy formation process include:

· searching for innovative ways the organization can improve

· searching new opportunities for the organization to pursue

· increasing the firm’s competitive strength and put it in a stronger position

· devising ways to builds and maintain a competitive advantage

· deciding hoe to meet threatening external developments

· 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 add

The right choice and strategy for one organization need not be right for another organization- even one in the same business. Because situations are differ from organization to organization, as well as from time to time. A good strategy is one that is right for the organization, considering all of the relevant specifies of its situation

4. Implementing and executing the chosen strategic plan

The administrative tasks of implementing and executing strategy are done by manger. It’s needed the following aspects:

· building an organization capable of carrying out the strategic plan

· developing strategy-supportive budgets and programs

· linking the motivation and reward structure directly to achieving the targeted results

· installing policies and procedures that facilitate strategy implementations

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

5. Evaluating strategic performance and making corrective adjustments

Strategy may need to be modified because it is not working well. Even a good strategy can be improved, and it requires for,

· changes in industry and competitive conditions

· the emergence of new opportunities or threats 

· new executive leadership

· A reordering of objectives etc.

Chapter-I











PAGE  

