
MO001/3/2015 

19 

1. LEARNING UNIT 1: INTRODUCTION TO STRATEGIC MANAGEMENT 

 
"When I was younger I always conceived of a room where all these strategic 

concepts were worked out for the whole company. Later I didn't find any such room – 

the strategy of the company may not even exist in the mind of one man. I certainly 

don't know where it is written down. It is simply transmitted in the series of decisions 

made." James Quinn, Distinguished Professor, Tuck School of Business, Dartmouth 

College, New Hampshire, United States (Interview quote) 

 

Consider the above quotation, and think about the following questions: 

• How do you think organisational strategies are conceived? 

• What types of decisions are important in the formulation of strategy? 

• Do the new emerging perspectives on strategic management confirm that 

“strategy may not even exist in the mind of one man”? 

 

Even if you do not have the answers yet, compile some notes on what you think the 

answers might be, and then revisit these questions after you have worked through 

learning  units 1 and 2. 

1.1  Learning outcomes 
 

 

On completion of this learning unit, you should be able to explain strategic 

management as an innovative approach to managing organisations in extremely 

competitive business environments. More specifically, you should be able to 

 

• define strategy, strategic planning and strategic management 
• illustrate and explain the strategic management process 
• justify the emergence of the practice perspective on strategy 
• analyse and evaluate an organisation's strategy 
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• critically compare strategic, tactical and operational decisions 
• distinguish between and explain the different levels of strategy in organisations 
• assess the importance, benefits and risks of strategy 
• describe the tests for a winning strategy 

 

1.2   Key concepts 
 

The key concepts in this learning unit are as follows: 

strategy 

strategic planning 

strategic management 

strategic alignment 

strategic decisions 

corporate level strategy 

business level strategy 

competitive advantage 

sustainability 

strategic risk 

strategy implementation and execution 

strategy review and control 

vision 

mission 

strategic intent 

external analysis 

internal analysis 

long-term objectives/strategic goals 

practice perspective of strategy/strategy-as-practice 

winning strategies 

 
In this module on strategic planning you will come across a variety of terms that are 

often used as synonyms, as reflected in the following examples: 

 

(1) Long-term objectives, strategic objectives, long-term goals and strategic goals: 

we prefer to use the term long-term objectives because this term often refers to 

long-term financial and long-term strategic objectives. However, the term 

“strategic objectives” is also acceptable, depending on the circumstances. 

(2) Strategic planning, strategy formulation, strategy making and crafting a 

strategy:  we prefer to use strategic planning and strategy formulation. 

(3) Strategy implementation and strategy execution: we will use these terms 

interchangeably. 

(4) Generic competitive business level strategy, competitive business level 

strategy, business level strategy and competitive strategy: we prefer to use 
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competitive business level strategy and business level strategy 

interchangeably. 

 

1.3  Introduction 
 

In this learning unit we introduce you to strategic management as an exciting 

approach to leading and managing organisations in today's rapidly changing 

environment of the global ”information economy”. You will undoubtedly learn why it 

has become imperative for leaders and managers to be innovative if their 

organisations are to remain competitive, prosper and grow. 

 

We accordingly consider the following topics as a conceptual framework for the 

remainder of our discussions in this module: 

 

• the origins and evolution of strategy 

• the concept and meaning of strategy 

• strategic planning or strategy formulation 

• the process and practice perspectives of strategic management  

• the nature of strategic decisions  

• the levels of strategy in organisations 

• the importance, benefits and risks of strategic management 

• the tests for a winning strategy 

 
NOTE: This learning unit has been divided into themes which typically contribute to 

an understanding of strategic management as a unique and innovative management 

process. However, where relevant you will be referred to the prescribed book as the 

main source of information for study purposes. 

 

1.4  The origins and evolution of strategy 
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Study section 1.1 in chapter 1 in the prescribed book 

The origins of the word “strategy” can be found in military science, and a key aim of 

both a military and business strategy is to “gain a competitive advantage.” The 

Oxford pocket dictionary (2007) defines the term “strategy” according to both the 

military and business context as follows: 

 

 Strategy: The art of war, especially the planning of movements of troops and 

ships, etcetera, into favourable positioning; a plan of action or policy in 

business, etcetera. 

 

The word “strategy” is derived from the Greek word strategos, meaning military 

leader or general, and is a combination of two words, stratos (the army) and ago (to 

lead) (David 2013:49). However, a major difference between military conflict and 

business competition is that while the objective of war is to defeat the enemy, rivalry 

in business is seldom that aggressive, essentially striving to gain a competitive 

advantage instead of total destruction (Grant & Jordan 2012:12-13). 

 

In both business and the military, strengths are used to exploit competitors' 

weaknesses. According to David (2013:49), business or military success is the 

product of continuous attention to changing external and internal conditions, and the 

optimal deployment of resources and capabilities. In both military and business 

strategy, information systems are vitally important, and it is therefore not surprising 

that the term ”competitive intelligence”, which is widely used in business to obtain 

information on competitors, has its roots in military intelligence (Fahey 2007:4-12). 

 

Strategy first emerged as a management concept in the 1950s and early 1960s in 

the United States of America (USA). Chandler describes strategy as a pattern of 

objectives and the major policies and plans to achieve them (Witcher & Chau 

2010:8). Of importance, however, is that the term “strategic decisions”, whether in 

business or military contexts, shares the following common characteristics. Strategic 

decisions 

 

• are concerned with long-term direction and sustainable success 

• involve exploiting the links between the internal and external environments 
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• require major resources 

• are likely to affect the whole organisation 

• are shaped by the values and expectations of stakeholders 

• are directed by vision (Grant & Jordan 2012:12; Lynch 2009:10-11) 

 

In the next section, we discuss the concept “strategy” and its relationship to strategic 

planning and strategic management. 

 

1.5  The concept of strategy 

 
Study sections 1.2, 1.3 and 1.4 in chapter 1 in the prescribed book. 

In conjunction with the material in the prescribed book, our aim in this section is to 

explain the concept of strategy and its importance in understanding the concepts of 

strategic planning and strategic management.  

 

Strategy has generally been acknowledged as the result or outcome of 

fundamentally important pre-emptive, innovative management decisions about an 

organisation’s strategic direction and strategic action plans to attain a sustainable 

competitive advantage and achieve its long-term objectives in rapidly changing and 

competitive external business environments. 

 

Even at this early stage one needs to realise that the purpose of strategy from a 

business perspective means outcompeting an organisation's rivals through effective 

interaction with its external environment and meeting the changing needs of 

consumers better than the organisation’s rivals do. This, in turn, requires strategic 

thinking, the development of viable and innovative competitive strategies, and the 

effective implementation and execution of such strategies. Strategic thinking is 

discussed in learning unit 2, while the focus of learning unit 7 is the choice of optimal 

competitive strategies. 

 ___________________________________________________ 

Example: Reaching for the sky! 
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In their quest to enhance their service to customers and outcompete their rivals, 

Google is preparing to launch 180 satellites into orbit around the earth in order to 

bolster global Internet connectivity, according to the Wall Street Journal. This is to be 

achieved by tiny satellites that orbit at a lower altitude than others, and cover 

potentially large areas with broadband Internet connectivity. 

----------------------------------------------------------------------------------------------- 

Source: Finweek (2014:59) 
 

Now consider the following definitions that reflect the thinking on strategy: 

“What business strategy is all about is, in a word, competitive advantage – the sole 

purpose of strategic planning is to enable a company to gain, as efficiently as 

possible, a sustainable edge over its competitors, which implies an attempt to alter a 

company's strength relative to that of its competitors in the most efficient way” 

(Ohmae 1982:3). 

 

“The art of making the most intelligent choices – those that will help us to use our 

limited resources to win the competition for value creation – greater value for your 

customers and greater profit for your company” (Pietersen 2002:44-47). 

 

“A company's strategy provides direction and guidance, in terms of not only what the 

company should do, but also what it should not do. Knowing what not to do can be 

as important as knowing what to do, strategically” (Thompson, Peteraf, Gamble & 

Strickland 2012:52-53).  

 
--------------------------------------------------------------------------------------------------------- 

Activity 1.1 
In your opinion, what are the recurring themes or issues relating to the concept of 

“strategy” in the above definitions, or any other definitions of strategy that you may 

come across? Now formulate your own definition of strategy that you think would 

best capture the essence of what strategy really is. 

----------------------------------------------------------------------------------------------------------- 
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Feedback 

At first glance, a few recurring themes, in the prescribed book and other sources, 

include the following: making intelligent choices; achieving strategic objectives; 

involving action; involving value creation; allocation and optimal use of resources; 

competitive advantage; deploying core competencies; interaction with the external 

environment; and an awareness of how, when, for what purpose and against whom 

to compete. 

 

We now consider strategic planning or strategy formulation. 

 

1.6  Strategic planning  

 
 

Study section 1.2 in chapter 1 of the prescribed book. 

Strategic planning or strategy formulation is the first phase of an integrated strategic 

management process, based on the concepts of strategic thinking and strategy, and 

comprises the following three main decision stages (adapted from sec 1.2 in the 

prescribed book): 

 

(1) deciding on the future of the organisation 

(2) analysing the organisation's external and internal environments 

(3) selecting appropriate competitive strategies – strategic choice 

 

Strategic planning or strategy formulation specifies the strategies that need to be 

implemented for the achievement of an organisation's long-term objectives. Ensure 

that you understand the relevance of these decision stages in strategic planning. 

 



MO001/3/2015 

26 

1.6.1 Deciding on the future of the organisation 
This decision stage essentially means setting strategic direction for an organisation 

and deciding on its future by formulating its vision, mission, strategic intent and long-

term objectives. Strategic direction setting is discussed in detail in learning unit 2. 

 

1.6.2  Analysing the organisation's external and internal environments 
 

• Analysing the external environment. Since external environmental forces and 

events impact on industries and hence the organisations in those industries, 

analysis of the external environment is imperative. The main purpose of this 

analysis is to identify opportunities and threats for the organisation in both the 

global business environment as well as in the organisation's 

macroenvironment and industry and market environments. Analysis of the 

external environment is referred to in learning unit 2 (sec 2.3.2.2), while 

learning unit 3 deals exclusively with the analysis of the organisation's 

external environment. 

 

• Analysing the internal environment. An effective strategy requires the optimal 

deployment of an organisation's resources, capabilities and competencies to 

serve market needs better than one’s competitors do. The purpose of internal 

analysis is to identify an organisation's internal competitive strengths and 

weaknesses since organisational strengths invariably translate into an 

organisation's competitive advantage. While weaknesses need to be 

addressed, it is essential that organisations use their strengths to capitalise on 

opportunities in the external environment. Analysis of the internal environment 

is referred to in learning unit 2 (sec 2.3.2.2) and discussed in detail in learning 

unit 4. 

1.6.3  Selecting optimal competitive strategies – strategic choice 
 

Competitive strategies to achieve an organisation's long-term objectives should be 

consistent with the organisation’s vision, mission, strategic intent and long-term 

objectives. Strategic choice is dealt with in learning unit 7.  
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The following definition reflects the essence of the strategic planning process 

(Bateman & Snell 2013:133–135): 
“Strategic planning involves making decisions about the organisation's long-

term goals and strategies. Strategic planning becomes an ongoing activity in 

which all managers are encouraged to think strategically and focus on long-

term, externally-oriented issues as well as short-term tactical and operational 

issues.” 

 

The brief overview of strategic planning above merely serves as an introduction to 

the first phase of an integrated strategic management process, which will be 

discussed in detail in learning unit 2.  

 

We now look at the strategic management process in greater detail. 

 

1.7  Strategic management: the traditional process perspective 
 

 
Study section 1.2 in chapter 1 in the prescribed book. 

 

1.7.1  Introduction 
 

In the preceding sections we looked at the origins of strategy, defined the concept of 

strategy and provided an overview of strategic planning, the first phase of strategic 

management, as background to our discussion of strategic management in this 

section. 

 

1.7.2  The strategic management process 
 

Corporate planning emerged during the 1950s and 1960s and evolved into strategic 

management by the late 1970s to where strategic management today has become 

highly sophisticated and extremely complex. This process is illustrated in figure 1.1 
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in the prescribed book and discussed further below. As you are aware by now, 

strategic management is about how organisations achieve a competitive advantage, 

superior performance and sustainability. While we do find numerous definitions of 

strategic management in the relevant literature, the following definitions essentially 

reflect the nature of strategic management: 

 

“Strategic management involves managers from all parts of the organisation in the 

formulation and implementation of strategic goals and strategies. It integrates 

strategic planning and management into a single process” (Bateman & Snell 

2013:138). 

 

“Strategic management consists of the analyses, decisions, and actions an 

organisation undertakes in order to create and sustain competitive advantages” 

(Dess, Lumpkin & Eisner 2008:8). 

 

“The art and science of formulating, implementing, and evaluating cross-functional 

decisions that enable an organisation to achieve its objectives” (David 2013:35).  

--------------------------------------------------------------------------------------------------------- 

Example: Mobile banking turns cashiers into tellers 
South Africa's cellular operators have been trying for years to crack the mobile 

commerce code, without any success. But MTN, working with Pick n Pay may just 

have found the key to competitive success, by unveiling a plan in June 2014 to offer 

consumers, especially those in lower-income groups, access to free banking. MTN 

customers who take up the offer will not pay service fees or transaction charges. 

This scheme is based on Pick n Pay and MTN selling a co-branded “sim card” that 

gives users access to the full range of MTN's prepaid tariff plans for voice and data. 

Apart from “free banking” there will be other rewards, including a link to Pick n Pay's 

Smart Shopper programme. 

 

Who will benefit from the above initiatives? How do we expect banks to respond to 

this strategic challenge? How sustainable is this strategy? Write down your answers 

to these questions now, and then consider your answers again after you have 

completed this learning unit and learning unit 2.  

-------------------------------------------------------------------------------------------------------------- 
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Source: Mobile banking (2014:12) 

 

Depending on how innovatively and effectively management approach their strategic 

management task compared to their rivals could have a profound impact on the 

organisation’s long-term profitability and growth. The structure of the traditional 

process approach to strategic management is as follows:  

 

Strategic planning or strategy formulation 

• Deciding on the organisation's strategic direction and its long-term objectives 

• Analysing the organisation's external and internal environments 

• Selecting appropriate competitive strategies – strategic choice 

 

Strategy implementation or execution requirements 

• Leadership and culture 

• Implementation competencies 

• Learning organisation 

• Systems, policies and procedures 

• Organisational architecture and structure 

 

Strategy review, feedback and control 

• Control measures ensuring that strategies are on track 

 

Governance, sustainability and ethics permeate the entire strategic management 

process and have become imperative in strategic management in recent times, as 

will be highlighted, inter alia, in learning units 2, 6 and 7. 

 
--------------------------------------------------------------------------------------------------------- 

Activity 1.2 
From the above-mentioned definitions of strategic management and other relevant 

sources, including your prescribed book, identify the most important recurring 

themes and formulate your own definition of strategic management. Obtain the 
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annual reports of any two listed companies. In these annual reports, in the section(s) 

on company strategy, do any of the above themes appear? 

------------------------------------------------------------------------------------------------------------ 

 
Feedback 
The theme that typifies this concept of strategic management is a process through 

which organisations analyse and learn from their internal and external environments, 

establish strategic direction, create strategies that are intended to help achieve a 

competitive advantage and established objectives, and execute those strategies, all 

in an effort to satisfy key organisational stakeholders. 

 

In this section we discussed strategic management as an innovative approach to 

leadership and management. However, some criticism has been levelled at the 

traditional process approach to strategic management outlined above as not having 

kept up with change which, in recent years, has essentially led to new approaches 

such as the practice perspective of strategic management, which we will introduce in 

section 1.6. 

 

1.8  The practice perspective of strategic management  
 

 
Study section 1.3 in chapter 1 in the prescribed book. 

 

1.8.1 Introduction 
 

Criticism of the process approach to strategic management as outlined in the 

prescribed book and referred to in the preceding section above includes the 

following: perceptions of being a rational, linear process, which it is not; the 

separation of planning and implementation; strategising as the prerogative of top 

management; largely ignoring the role of people at all levels in an organisation; and 
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the rise in emergent strategies. All of these have led to the theory/process divide in 

strategy that has become increasingly apparent in recent times. 

 

New insights such as the practice perspective of strategic management have 

strongly influenced the way of thinking about strategy as outlined below. Both the 

process and practice approaches of strategic management will be discussed in more 

detail in learning unit 2. 

 

1.8.2  New perspectives on strategic management: strategy-as-practice 
 

 
Study sections 1.3 and 1.4 in chapter 1 in the prescribed book. 

In reviewing this section in the prescribed book, you will undoubtedly realise that the 

main drivers of the more recent strategy-as-practice approach have been as follows: 

(1) the rise in so-called “emergent strategies”, as opposed to the more traditional, 

deliberate strategies of organisations, also stemming from rapidly changing business 

environments, and (2) the increasing involvement in strategising of people from all 

levels in the organisation. 

 

Emergent and deliberate strategies are considered here as a frame of reference for 

the discussion of strategy-as-practice. For a long time, strategies were assumed to 

be formally planned, and thus referred to as intended strategies. However, in the real 

dynamic world of business, organisations' strategies have come to be configured in 

any of the following ways: 

 

• Planned strategies are termed intended strategies, and when realised, are 

termed deliberate strategies. 

• Intended strategies that fall by the wayside and are not realised are termed 

unrealised or abandoned strategies. 

• Strategies that are not explicitly intended, are unplanned and emerge over time, 

often because of changing environments or competitive circumstances, are 

termed emergent strategies.  
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• If emergent strategies are realised, they become deliberate strategies together 

with realised intended strategies. 

 

Note the observation in the prescribed book that in contrast to  orderly, analytical and 

rational, strategies are often messy rather than neat, emergent rather than intended 

or deliberate, and fraught with failure. This is understandable in a way, given the fact 

that strategies are complex and really address an uncertain future in the sense that 

environments are dynamic and changing. Human behaviour also has to be 

considered. We now briefly look at the concept of strategy-as-practice. 

 

Apart from new insights and changing environmental conditions, what was actually 

taught in strategy did not reflect the realities of business, and this mainly gave rise to 

the following realisations about strategy, as highlighted in the prescribed book: 

 

• Strategy is what people do, not what organisations have. 

• Strategy is not solely the domain of top and executive management. 

• Strategic management is not a neat and rational process. 

• Strategy is a conversation and involves dialogue and communication. 

 

 
------------------------------------------------------------------------------------------------------------ 
Activity 1.3 

Study the above insights and realities in the prescribed book, and formulate your 

own ideas in this regard. Can you think of other relevant insights that you would wish 

to add to the above list in relation to strategy-as-practice? Write down your 

comments, and then compare them with what you have learnt once you have 

completed learning unit 2. 

------------------------------------------------------------------------------------------------------------- 

 

Now study the five guidelines in this section of the prescribed book with reference to 

figure 1.2, “Strategy versus business as usual”, to determine whether or not an 

organisational action is strategic.  
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As previously stated, we have merely introduced you to the rationale for and nature 

of the practice approach to strategy, based on the discussions in the prescribed 

book, but will provide a more detailed discussion in study unit 2. 

 
The focus in this section was on the new practice perspective of strategic 

management to effectively cope with the emerging challenges of a rapidly changing 

business landscape as well as emerging behavioural trends in business 

organisations.  

 

We now briefly define a number of relevant concepts relating to strategic 

management. 

 

1.9  Relevant concepts in strategic management 
 
Having discussed strategic management in the previous sections we briefly describe 

a number of relevant concepts that will be frequently referred to throughout our 

discussions in this module. 

 

The concepts discussed in this section are extremely important in the context of 

strategic management and included here since they are either not discussed in the 

prescribed book or are merely referred to in passing. 

 

1.9.1  Strategic alignment 
 

 
Given that strategic management is a holistic and integrated management process, 

alignment of various dimensions of the process, both internally and externally, is 

crucial and manifests itself in the following different ways: 

 

• alignment between the organisation and its external environment  
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• alignment between the organisation's strategy and its vision, mission strategic 

intent and long-term objectives  

• alignment between the organisation's strategy and its focus on financial, 

customer, internal business processes and learning and growth dimensions, 

the typical balanced scorecard approach to alignment 

• alignment between the organisation's strategy and its organisational 

architecture, including its organisational structure  

• alignment between the organisation's strategy and its leadership, culture and 

key people in the organisation  

 

Although you may encounter the words “matching” or “strategic fit” in the strategic 

management literature, strategic alignment is a relatively more comprehensive 

concept as outlined above, but is generally used to refer to alignment between the 

organisation's strategy and its internal operations. You should now be aware that 

strategic alignment permeates the entire strategic management process. In this 

regard, leadership excellence appears to be critical in ensuring the required 

organisational alignment. 

 

1.9.2  Strategy and the quest for a sustainable competitive advantage 
 

 
Recall from our previous discussions that the purpose of strategy is to attain a 

competitive advantage. A competitive advantage occurs when an attractive number 

of buyers prefer the company's products or services over those of its competitors, 

when the basis for this preference is durable over the long term. For competitive 

advantages to be sustainable, they must be valuable, rare, too difficult or costly to 

imitate, nontradable, durable and based on the exceptional deployment of 

organisational resources, capabilities and distinctive or core competencies in 

satisfying customer needs and market demands better than the competitors do. 

However, apart from the organisation’s unique, rare and valuable resources, 

capabilities and distinctive or core competencies, the following competitive business 

level strategies could also be important sources of competitive advantage: 
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• a cost- leadership strategy 

• a differentiation strategy 

• a focus strategy, based on either cost leadership or differentiation 

• a best-cost provider strategy, based on optimal customer value creation 

Competitive advantage is discussed in learning unit 4 in more detail, and choice of 

competitive business level strategies in learning unit 7. 

 

1.9.3  Business models 
 

 
An organisation's business model is directly related to its strategy. According to 

Thompson et al (2012:59-60), an organisation's business model is “management's 

blueprint for delivering a valuable product or service to customers in a manner that 

will generate ample revenues to cover costs and yield an attractive profit”. In 

essence, the business model is the organisation's way or means of ensuring that its 

strategy is profitable. According to these authors, the success of a business model 

depends on the following two critical factors: (1) the organisation's customer value 

proposition, and (2) its profit formula. 

 

The customer value proposition outlines the organisation's approach to satisfying 

customer needs considered by the customers to be good value while allowing the 

company to make a profit. The profit formula reflects the difference between its cost 

structure and its pricing policy that will result in acceptable profits being realised. The 

real test is whether the organisation's business model can execute the customer 

value proposition profitably. Merely having an effective strategy does not mean that it 

will automatically be profitable. The business model clarifies how the organisation 

will provide customer value and make a profit. The following example serves to 

illustrate how similar organisations can deploy different business models and still be 

profitable. 

------------------------------------------------------------------------------------------------------------- 

Example 
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Mimmo's, Roman's and Scooters all sell pizzas. Mimmo's is a fully-fledged restaurant 

with pizzas as the main item on the menu and takes orders for takeaways that 

customers have to collect. Roman's caters almost exclusively for the takeaway 

customer who has to collect the order at the outlet. Scooters likewise caters for 

takeaway customers who collect their orders, but are extensively involved in home 

delivery of orders, while Mimmo's and Roman's do not deliver. These three 

organisations have significantly different business models, but appear to be 

executing their strategies profitably. Can you think of businesses in other sectors 

where different business models have proven successful? 

---------------------------------------------------------------------------------------------------------------- 

We now explore the nature of strategic decisions. 

 

 1.10  The nature of strategic decisions 
 

 
Study section 1.4.5 in chapter 1 in the prescribed book 

 

Although there are different definitions of strategic decisions, we adopt the following 

definition of Bateman and Snell (2013:110): “Strategic decisions are those decisions 

that affect the long-term performance of an organisation and which relate directly to 

its vision, mission and objectives.” 

 

Strategic decisions are generally ill-structured and characterised by uncertainty, risk 

and conflict. However, managers are expected to make effective decisions in the 

face of these challenges. Regarding their characteristics, strategic decisions 

 

• are typically taken at higher organisational levels 

• contribute to and are directed by the organisation's vision 

• impact directly on an organisation's long-term direction, performance and 

sustainable success 

• optimally exploit the links between the organisation's internal and external 

environments 
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• require large amounts of the organisation's resources 

• are usually irreversible once made 

• are entirely future oriented and likely to affect the whole organisation 

• are shaped by the values and expectations of stakeholders 

• usually have multifunctional or multibusiness consequences 

(Grant & Jordan 2012:12; Louw& Venter 2013:11; Pearce & Robinson 2009:4-5) 

 

Tactical decisions at middle management level, unlike long-term strategic decisions 

at higher levels, have an impact in the medium term, and tactics tend to be more 

changeable than strategies. Operational decisions occur on a daily basis at the 

lowest organisational levels. These decisions support the achievement of tactical 

and functional strategies at middle management level, which in turn support the 

organisation’s overall strategy to realise its long-term objectives. 

 

In the prescribed book, the rationale for and the organisational implications of 

strategic decisionmaking are explained. Firstly, study the two factors in this section 

that influence strategic decisionmaking, namely  

 

• the cognitive and rational factors, including the relevance of “bounded 

rationality” 

• political processes and their implications for strategic decisions 

 

Secondly, ensure that you understand the elements in decision support systems that 

can aid strategists, especially where rapid decisionmaking is required. Note the main 

sources of information for executives faced with urgent decisions. 

 

The strategic management process involves and is based on strategic 

considerations and decisions. Strategic decisions are not always rational and 

objective, and frequently need to be taken urgently in the absence of adequate 

information. In the next section we consider the various levels of strategy in 

organisations. 

1.11  Levels of strategy in organisations 
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Study section 1.4.6 in chapter 1 in the prescribed book. 

 

Strategic management and decision making occur at different hierarchical levels in 

an organisation. The various levels of strategy are discussed with reference to table 

1.1 below and table 1.1 in the prescribed book.  

 

The organisational structure of a multibusiness organisation or corporation differs 

from that of a single business organisation. As illustrated in table 1.1 below, 

corporate entities have four levels of strategy, with corporate strategy at the 

corporate level, business level strategies at the business unit level and tactical or 

functional strategies at lower levels. Single business organisations have no 

corporate level strategies. They only have three levels of strategy, with business 

level strategies at the top, followed by the other two types of strategies lower down. 

Note that single business organisations and the business units of corporations both 

use business level strategies to compete in their respective industries. (Note: Table 

1.1 in the prescribed book does not show the operational level strategy indicated in 

table 1.1 in this learning unit.) 

 

The levels of strategy in both corporations and single businesses must be aligned, 

and organisational members at all levels in the organisation should understand the 

overall strategy of their organisation as well as its implications at their respective 

levels. This requires extremely effective communication throughout the entire 

organisation (see the goal at each level of strategy in table 1.1 in the prescribed 

book). 

 
Table 1.1: Levels of strategy and decision-making roles in multibusiness and 
single business organisations 
 

Level of strategy Corporate entity Single business entity 

Corporate level strategy CEO, board of directors and 

corporate staff 

No corporate strategy 

exists 
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Business level strategy Divisional managers and staff of 

separate business units 

Executive manager and 

senior staff of single 

business 

Functional level strategy Functional level managers and 

staff in each functional area in a 

business unit 

Functional managers and 

staff for each functional 

area in the single 

business 

Operational strategy Frontline managers in 

operations departments 

Frontline managers in 

operations departments 

Source: Adapted from Jones and Hill (2013:10-11); Pearce and Robinson (2009:5-6) 

The focus of this module is on business level strategies and functional strategies, 

while corporate level strategies are excluded. However, where necessary, we do 

refer to corporate and business level strategies for corporations as a frame of 

reference for further discussions in this module. 

1.12  Importance of strategic management: benefits and risks 
 

 
Study section 1.4.2 in chapter 1 in the prescribed book. 

 

In this section we briefly relate the importance of strategic planning and strategic 

management to the potential benefits and risks of these processes. 

 

As explained in the prescribed book, strategy is a coherent narrative about the future 

direction of an organisation and provides an actionable blueprint for achieving its 

aspirations. More specifically, the importance of strategy and hence strategic 

management is confirmed in the following broad terms: 

 

• It provides for cohesive strategic thinking and an innovative and future-oriented 

decision framework for the organisation. 
• It pools the contributions by organisational members, thereby facilitating the 

communication of strategy to all. 
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• It is the verbalisation of the organisation's aspirations and serves as a source of 

motivation for everyone in the organisation. 
 

The opening case in chapter 1 in the prescribed book relating to Steve Jobs confirms 

the importance of people and their behaviour in shaping strategies. Despite its 

acclaimed benefits, strategic management also faces the risk of a strategic nature. 

Even though there are different perspectives on risk, Slywotzky and Drzik (2005:80) 

define strategic risk as “an array of external events and trends that can devastate a 

company's growth trajectory and shareholder value”. These authors further 

categorise strategic risk into seven major categories, namely industry, technology, 

brand, competitor, customer, project and stagnation.  

 

However, Rowe (2009) cautions that there is a common view that strategic risk is 

about managing risk strategically instead of examining it as a category similar to 

operational, financial and other risk areas. This is a common view that mainly stems 

from the complexity and difficulty of identifying strategic risk. Uncertainty and risk in 

strategic management will be addressed in learning unit 3.  

 
We conclude this learning unit by briefly highlighting the tests for a winning strategy. 

 

1.13  Tests for a winning strategy 
 

 
Study section 1.4.7 in chapter 1 in the prescribed book. 

 

In the preceding section we briefly examined the benefits and risks of sustainable 

strategic management. We now turn to possible measures of success. 

 

Grant and Jordan (2012:10–12) identify the following four common requirements for 

strategy success: 

(1) goals that are consistent and long term 

(2) an in-depth understanding of the competitive environment 



MO001/3/2015 

41 

(3) an objective appraisal of resources 
(4) effective implementation 

 

However, the following three tests could be used to assess the success of an 

organisation's strategy (Thompson et al 2012:60–62; Walker 2009:30): 

 

• The goodness of fit test measures how well the strategy fits the organisation's 

situation in matching the organisation to the industry and competitive 

conditions.  

• The competitive advantage test measures whether the strategy can help the 

organisation achieve a sustainable competitive advantage.  
• The performance test measures performance of the strategy in terms of 

profitability, financial strength, competitive strength and market standing.  
Organisations need to evaluate their existing strategies on an ongoing basis. This 

overview concludes our introduction to strategic management as a unique 

management approach in this module. 

1.14  Summary 
In this learning unit we explored the relevant concepts of strategy, strategic planning 

and strategic management. However, increasingly volatile and rapidly changing 

environments, new rules of engagement and competition, and increasing demands 

for sustainability, ethics and governance have largely paved the way for new 

perspectives on strategy and strategic management, which will be discussed in 

learning unit 2. 

 

In the remainder of this module we will explore the issues of setting strategic 

direction, analysing the internal and external environments, exploring the context for 

business in emerging markets, assessing stakeholder perspectives and 

sustainability, and explaining how viable competitive business level strategies are 

chosen. 

 

1.15  Discussion questions 
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(1) Define the concept of strategy and briefly explain its relationship to strategic 

management. 

(2) Explain what is meant by strategic management and discuss the dynamic 

nature of the traditional strategic management process. 

(3) Discuss the shortcomings of the traditional process approach to strategic 

management and identify the new perspectives on strategic management that 

have emerged in response to these shortcomings. 

(4) Explain the different levels of strategy and decisionmaking in organisations, 

and expand on the importance of strategic decisions in strategic 

management. 

(5) Distinguish between intended, deliberate, emergent and realised strategies. 
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