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Unit - I

Strategic Management

   Definition

Systematic analysis of the factors associated with customers and competitors (the external environment) and the organization itself (the internal environment) to provide the basis for rethinking the current management practices. Its objective is to achieve better alignment of corporate policies and strategic priorities.

ROLE OF STRATEGIC MANAGEMENT:- 

1) Due to increase in the competition, in 1960’s there was a demand for   

   critical look at the bane corrupt of business.
2) The environment played an important role in the business.
3) The relationship of business with the environment lead to the concept of    

   strategy.

4) In early sixties, this helped the management to manage between the   

   business and the environment. 

5) In early eighties, as many companies were globalised which lead to the  

   competition of the rivals access the world. 

6) Japanese companies along with other Asian companies unleashed a force   

across the world and posed a threat for the US and European companies, which led to the current thinking. 

Write a detailed note on Goals and Objectives. 

Goals: - 

Goal – Target 

a) It’s a target that a company wants to achieve in a future period of time. 

b) An organization sets a combination of goals, which might be Qualitatively, 

Quantitative, and Financial & Non Financial. These Goals must be clear and 

unambiguous. 

c) On an organizational level goals are broad in nature and they could set goals   

   on turnover, profits, returns on assets/equity, market share, Customer   

   satisfaction, Employee satisfaction. 

d) Goals should be limited, manageable, and clear& Consistent with each other, 

otherwise it may lead to confusion & Contradictions. 

e) Goals may be Qualitative, Quantitative in specification. 

Objectives: 

a) Objectives are the ends that specify how the goals shall be achieved.
b) They are concrete and specific and they are in contrast with the goals.
c) Objectives make the goals operational and tend to Quantitative in specifications.
d) Objectives are set in a way that what the organisation has to achieve for its
   employees, shareholders, customers etc., 

e) Objectives are in relation with the environment. They are the brains of Strategic 

   Decision Making. 

f) They are framed in line with the vision/mission of the organization and it helps    

   to pursue them. 

g) Objectives are invariably Quantitative and provide clear measures and standards  

   for performance. 

h) It helps to see whether the Organisation is in right track or not. 

i) Objectives should be concrete, specific, and understandable & should have clearly 

  defined time frame. 

j) It must be measurable, actionable, challenging but controllable.
k) There must be co-relation with other objectives.
l) While setting objectives these are the factors to be evaluated. It should be               

  specific at the level, which it is being set. It should not be either too narrow or too broad. 

m) There need to be multiplicity of objectives. 

n) It should be formulated at different time frames like short term, medium term,   

   and long term & should be linked & consistent. 

o) Since its in relation with the environment it needs to check whether they are 

   fulfilling the needs of customers, share holders etc., 

What is strategic planning?  Strategic planning is a management tool, period. As with any management tool, it is used for one purpose only: to help an organization do a better job - to focus its energy, to ensure that members of the organization are working toward the same goals, to assess and adjust the organization's direction in response to a changing environment. In short, strategic planning is a disciplined effort to produce fundamental decisions and actions that shape and guide what an organization is, what it does, and why it does it, with a focus on the future. (Adapted from Bryson's Strategic Planning in Public and Non profit Organizations)

What is the difference between strategic planning and long-range planning?  Although many use these terms interchangeably, strategic planning and long-range planning differ in their emphasis on the "assumed" environment. Long-range planning is generally considered to mean the development of a plan for accomplishing a goal or set of goals over a period of several years, with the assumption that current knowledge about future conditions is sufficiently reliable to ensure the plan's reliability over the duration of its implementation. On the other hand, strategic planning assumes that an organization must be responsive to a dynamic, changing environment (not the more stable environment assumed for long-range planning). 

Certainly a common assumption has emerged in the non profit sector that the environment is indeed changeable, often in unpredictable ways. Strategic planning, then, stresses the importance of making decisions that will ensure the organization's ability to successfully respond to changes in the environment.

Nature of Strategic Management

Management is everywhere in our life. Day to day management is required at the personal life as well as in corporate life. Strategic management is related to the formal and organized sector, especially in corporate sectors.

Furthermore, strategic level refers top-level, thus, this management process is very comprehensive. It covers all the areas of the business. It is not specific but a holistic in nature. A broad and top-level strategic management can be compared with the specific and functional management sectors. Strategic management is relatively more important than any special functional area because all the functional areas come under the strategic management focus. Strategic management gives the ideology and basic guideline to all other functional areas. Nowadays, each functional area is directed towards the strategic focus. Subjects such as finance, marketing, accounting areas are shaping into strategic finance, strategic marketing, and strategic accounting. Generally, strategic management focuses into long-term goals, relatively broad, and is also very important for the success of an organization. Hence, strategic management is concerned to whole organization whereas operational management is related to any specific functional area. Further, it is more complex and ambiguous than the operational managements. In general, strategic management covers all the areas of business and focuses into the broad organizational issues.

Scope of Business Policy

No business organization can either survive or grow without a definite objective which can only accomplish by applying different policies from time to time depending upon the working condition. Business policies are the guidelines for organizational thinking. Policies are framed such that all the aspects of an organization are considered. Person concerned with any type of activity ether commercial or any will have to think of clear cut policies right from the formulation stage to the widening up of the proposed project.

Nature and Characteristics of Strategy

· It is the combination of different factors.

· It relates the business organization with to its environment.

· It is an action taken towards a challenge to solve a particular problem to attain a desired objectives.

· Strategy should be adaptable i.e strategy can be updated in accordance with time.

· Strategy is forward looking.

· It is formulated at the top management level.

· Strategy is long range.

· It is dynamic.

· It involves assumption of calculated risk.

Nature and Features of Strategic Management

I. It involves long term perpectives

II. It is an intellectual process

III. It involves long wide ramification (consicuences)

IV. It is a continuing dynamic process.

Importance of Business Policy and Strategic Management

I. It help in attainment of organizational goal.

II. It helps in allocation of resources and time optimally. 

III. It coordinates the plan and in proper execution of the plan to achieve the organizational goal.

IV. It helps in finding solution to a problem.

V. Creates a framework for internal communication among personnel.

VI. Signals those problems may arise before they happen.

VII. It gives the firm advantage over competition.

VIII. It allows integrating all the business activity for smooth operation.

IX. It enables for clear understanding of the business.

X. Alerts the organization to changes and allows action in response to change.

Characteristics / nature of Planning

1.  Primacy of planning

2. Planning is a continuous process

3. Planning leads to higher efficiency

4. Planning contributes to objectives

5. Planning is an intellectual process

6. Planning is selective in nature

7. Planning is flexible in nature.

Objectives of Planning

1. It reduces uncertainty and chance element
2. It brings cooperation and coordination among various departments of an enterprise.
3. Planning helps in economic operation.
4. It helps in achieving predetermined goal.
5. It helps to reduce competition.
Importance and Advantages of Planning

1. Planning focus attention on the enterprise objectives.
2. Planning is necessary because of uncertainty and change.
3. Planning is necessary even in routine operation for increasing the efficiency of the organization.
4. Planning is economical in cost reduction.
5. Planning is the basis of management control.
Essential Elements of Planning

1. Forecasting – It is the basic element of planning where the business bases its future course of action.
2. Objectives – Objective is the goal for which an organization is working for.
3. Procedures – A procedure is the series related task that make up the chronological sequence and the established way of performing the work to be accomplished.
4. Programmes – Programs are laid down within the frame work of the plan for a complete and orderly course of action.
5. Rules – Rules are the prescribed guidelines for operating a business.
6. Budget – Budget is the estimated figure of expense which an organization bears to spend.
7. Strategies – It is the policy that has been formulated by the top management level for effective achievement of goal.
 Strategic Planning

Strategic planning covers all important areas of business activities such as profit, capital expenditure for growth, organization structure, pricing, finance, personnel, advertising, labour relation, technological capabilities, research and development etc. A strategy is a plan how organization can achieve its desired goal in a particular span of time. 

Kinds of Business Planning 
1. Plans for doing current business

Plans for doing current business are functional or operating plans. They focus in immediate customer support and operating efficiently.

2. Plans for continuing business

Plans are meant for continuing the business, meeting the challenge of day to day change activity in an organization.

3. Plans for growth and development

This strategy is framed for development and growth of the business organization. Growth can be obtained in two ways 1. Internal Growth – Growth made by product improvement, product line extension etc, 2. External growth – it is made through product acquisition and corporate acquisitions.

Instruments of Business Planning

1. Setting of objectives

2. Determining basic policies

3. Strategy

4. Long range plans

5. Operating plans

6. Strategic plans

7. Control mechanism
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